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WE INTEND TO APPLY TO LIST OUR COMMON STOCK ON THE UNDER THE SYMBOL “ .”

Investing in our common stock involves risks. See “Risk Factors” beginning on page 8.
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We have not, and the selling stockholders have not, authorized anyone to provide any information other than that contained or incorporated by reference in

this prospectus or in any free writing prospectus prepared by or on behalf of us or to which we have referred you. We and the selling stockholders take no

responsibility for, and can provide no assurance as to the reliability of, any other information that others may give you. We and the selling stockholders are

offering to sell, and seeking offers to buy, shares of our common stock only in jurisdictions where offers and sales are permitted. The information in this

prospectus or any free-writing prospectus is accurate only as of its date, regardless of its time of delivery or of any sale of shares of our common stock. Our

business, financial condition, results of operations and prospects may have changed since that date.



Until , 2011 (25 days after the commencement of this offering), all dealers that buy, sell or trade shares of our common stock, whether or not

participating in this offering, may be required to deliver a prospectus. This delivery requirement is in addition to the obligation of dealers to deliver

a prospectus when acting as underwriters and with respect to their unsold allotments or subscriptions.

For investors outside the U.S.: We have not, the selling stockholders have not and the underwriters have not done anything that would permit this offering,

or possession or distribution of this prospectus, in any jurisdiction where action for that purpose is required, other than in the U.S. Persons outside the U.S.

who come into possession of this prospectus must inform themselves about, and observe any restrictions relating to, the offering of the shares of common

stock and the distribution of this prospectus outside of the U.S.

MARKET AND INDUSTRY DATA

Except as otherwise noted, all industry and market data in this prospectus were derived directly from data estimated and reported by PhoCusWright Inc.

(PhoCusWright) or International Data Corporation (IDC), or were estimated by us using such data as the primary source. Industry publications, studies and

surveys generally state that they have been prepared from sources believed to be reliable, although they do not guarantee the accuracy or completeness of

such information. While we believe that each of these studies and publications is reliable, we have not independently verified such data, or any other

industry or market data from third-party sources referenced in this prospectus.

TRADEMARKS

KAYAK®, SideStep®, swoodooTM and Search One and Done® are our key trademarks and are registered under applicable intellectual property laws. This

prospectus contains references to our trademarks and service marks and to those belonging to other entities. Solely for convenience, trademarks and trade

names referred to in this prospectus may appear without the ® or TM symbols, but such references are not intended to indicate, in any way, that we will not

assert, to the fullest extent under applicable law, our rights or the rights of the applicable licensor to these trademarks and trade names. We do not intend

our use or display of other companies’ trade names, trademarks or service marks to imply a relationship with, or endorsement or sponsorship of us by, any

other companies.

Prospectus Summary
PROSPECTUS SUMMARY This summary highlights information contained elsewhere in this prospectus and does not contain all of the information that you

should consider in making your investment decision. Before investing in our common stock, you should carefully read this entire prospectus, including our

consolidated financial statements and the related notes and the information set forth under the headings “Risk Factors” and “Management’s Discussion and Analysis

of Financial Condition and Results of Operations,” in each case included elsewhere in this prospectus. Some of the statements in this prospectus constitute forward-

looking statements. See “Special Note Regarding Forward-Looking Statements” for more information.

Kayak Software Corporation

Overview

We are a technology-driven company committed to improving online travel. Cofounders of Expedia, Travelocity and Orbitz started KAYAK in 2004 to take

a different approach. Our websites and mobile applications enable people to easily research and compare accurate and relevant information from hundreds

of other travel websites in one comprehensive, fast and intuitive display. We also provide travel management tools and services such as flight status updates,

pricing alerts and itinerary management. Once users find their desired flight, hotel or other travel products, KAYAK sends them to their preferred travel

supplier or online travel agent, or OTA, website to complete their purchase.

KAYAK’s services are free for travelers. We offer travel suppliers and OTAs an efficient channel to sell their products and services to a highly targeted

audience focused on purchasing travel. We earn revenues from both referrals to travel suppliers and OTAs, or distribution revenues, and from a variety of

advertising placements on our websites and mobile applications, or advertising revenues.

Since our commercial launch in 2005, KAYAK has experienced significant growth:

•

For the nine months ended September 30, 2010, we generated $128 million of revenues, representing year-over-year growth of 48%. For the quarter ended

September 30, 2010, we generated $48 million of revenues, representing year-over-year growth of 80%;

•

For the nine months ended September 30, 2010, we processed more than 469 million user queries for travel information, representing year-over-year growth

of 37%. For the quarter ended September 30, 2010, our quarter-over-quarter query volume increased 50% compared to the same period in 2009; and

•

KAYAK mobile applications have been downloaded nearly four million times since their introduction in March 2009. For the quarter ended September 30, 2010,

we had over one million downloads, representing growth of 152% compared to the same period in 2009.

As of October 31, 2010, we had 140 employees, and we had local websites in 14 countries outside the U.S., including the United Kingdom, Germany, France,

Spain, Italy and India.

Our Industry

Market Opportunity

As a distribution and advertising platform, we participate in both the online travel market and the online travel advertising market.



Online Travel: A Large and Growing Market. The travel industry in the U.S., Europe and Asia Pacific accounted for $723 billion in global expenditures in

2009, and is projected to increase at a 3% compound annual growth rate, or CAGR, through 2011. Of this amount, approximately $216 billion, or 30% was

purchased online in 2009 representing a 17% CAGR between 2005 and 2009. We believe that travel, with its research and information intensive nature, real

time pricing, electronic fulfillment capabilities and thousands of travel options, is well suited for the online channel. Currently, online travel represents the

largest category of e-commerce, with total sales exceeding the combined total of electronics, books, software, appliances and collectibles.

Key Online Travel Products. The two largest categories of online travel are airline ticket sales and hotel bookings. In 2009, airline ticket sales represented

52% of total online travel purchases, followed by hotel bookings at 25%. Hotel bookings are the fastest growing online travel category and are projected to

grow at a 12% CAGR from 2009 through 2011. Given the significant differentiation among hotels, travelers will typically spend considerable time online

researching a hotel stay, making hotel bookings highly suitable for the online channel.

Online Travel Advertising: A Large Opportunity to Grow Share of Total Advertising Spend. Travel represents one of the largest advertising categories, with

advertisers spending $29 billion globally on travel-related advertising in 2009. Of this amount, only $4 billion, or 13%, was spent online with the remainder

being spent primarily on traditional media. We believe that over time more travel advertising will move from offline to online as travel purchases continue to

move online. Online travel advertising can also be a more efficient advertising channel, as it enables advertisers to directly target individuals who are

researching and planning travel. The online travel advertising market is expected to reach $8 billion by 2014, a CAGR of 15% between 2009 and 2014.

Challenges of Our Industry

Challenges for Consumers. Travel product pricing and availability change frequently, and information is often fragmented across hundreds of travel sites.

Traditional travel websites can be slow and confusing and often lack comprehensive search results. These limitations can make it frustrating for people to

find, purchase and manage their travel online. As a result, we believe that travelers continue to search multiple sites for the best prices and options to meet

their travel needs.

Challenges for Travel Suppliers and OTAs. Travel suppliers and OTAs face two main challenges. One is to distribute their travel products to as many travelers

as possible, while still maintaining their brand and owning the customer relationship. In distributing their travel inventory through third party sites, they

lose the opportunity to cross sell or upsell additional products and to build brand loyalty. The second challenge they face is to advertise their services to the

right audience at the right time, in a cost effective manner. The majority of travel advertising dollars is currently spent in offline media channels, including

TV, radio, print and outdoor campaigns. Offline travel advertising can be expensive, and its effectiveness can be difficult to measure and track. Online

advertising offers many improvements to traditional advertising, but can still suffer from audience fragmentation, generic advertising placements and

complex pricing schemes.

Our Strengths

We believe that KAYAK offers a better product for consumers, travel suppliers and OTAs.

KAYAK Provides a Fast, Intuitive and Comprehensive Travel Planning Experience. We use proprietary software and algorithms to quickly find, consolidate and

sort travel information from hundreds of websites. We present these results through an intuitive interface, providing a single place for our users to plan their

travel. Once a KAYAK user finds what they want to buy, we give them the flexibility to purchase directly from travel suppliers or OTAs.

KAYAK is a Technology-Driven Company Focused on Rapid Innovation and the User Experience. We have invested significant time and resources building a

technology platform that delivers the best user experience possible. The majority of our employees are either software engineers or technologists, and we

believe we have one of the strongest technology teams in the travel industry. We strive to innovate faster than our competitors, and we release new code to

our websites almost every week.

KAYAK’s Users are Loyal. We believe that our users are loyal to our brands, products and services. According to a June 2010 study conducted by a market

research company on our behalf, KAYAK is a leading brand among the major online travel sites in the U.S. for attributes such as “Finds all the best prices in

one place” and “Smarter way to search for travel online.” Through the first nine months of 2010, 72% of our query volume was generated from people who

directly visited our websites, and only 8% of our query volume was generated by users referred to us from general search engines.

KAYAK’s Proprietary Distribution and Advertising Platform is Optimized for the Travel Industry. We provide travel suppliers and OTAs with access to a

valuable audience of people searching for travel information. Our query results include real-time pricing and availability information from travel suppliers

and OTAs, from which a user can make a selection and be linked directly into the travel supplier’s or OTA’s purchase process. Our innovative platform allows

advertisers to target their placements, create advertising content and link the user to the relevant page on the advertiser’s website, all based on the user’s

search parameters.

KAYAK’s Unique Business Model is Highly Scalable. We designed our business model and technology platform to be highly scalable and cost efficient. Our

software and systems have been designed from inception to handle significant growth in users and queries, without requiring significant re-engineering or

major capital expenditures. In addition, we use a combination of our own proprietary software and a variety of public domain technologies so that as we

continue to grow our user base, we do not incur significant additional software costs. Since all travel products are purchased by our users directly on the

travel supplier’s or OTA’s website, we do not incur meaningful costs or overhead associated with fulfillment or customer service for those travel products. We

have relatively low fixed operating costs, and the largest component of our variable operating cost is discretionary marketing.

The KAYAK Team Has Deep Industry Experience and Focus. Cofounders of Expedia, Travelocity and Orbitz formed KAYAK in 2004. Our team has extensive

and longstanding relationships across the travel industry and, unlike general search engine companies, we focus on a single market category—online travel.



Our Growth Strategy

Continue to Improve and Expand Our Services. We are dedicated to offering people the best online travel planning experience. We will continue to improve

and expand our offerings, adding new travel suppliers and OTAs to our query results, improving our search algorithms to enhance the speed and relevance

of our query results, and adding new features to our websites and mobile applications.

Increase Consumer Awareness of Our Brands. We believe there is significant opportunity to increase the number of people who use our websites and mobile

applications. In November 2009, we commenced a broad reach marketing program which resulted in our unaided awareness increasing to 20% as of

September 2010 from 9% as of October 2009. We will continue to invest in broad reach marketing to increase our unaided awareness.

Grow Our Business Internationally. We operate websites in 14 countries outside of the U.S., including Germany, the United Kingdom, France, Spain, Italy and

India. We believe that the international opportunity for our services is sizable and we intend to invest in both head count and marketing in 2011 and 2012.

Expand Our Position in Hotels. We believe that the hotel marketplace is well suited for our services, and we plan to increase the number of hotel queries we

process. To capture this opportunity, we are improving our hotel query functionality, increasing our hotel-related marketing and search engine spending and

improving cross-promotion of hotels in flight query results.

Extend our Leadership Position in Mobile Applications. Mobile devices represent an important growth area in both audience and query volume. We have seen

rapid adoption of our KAYAK mobile applications. We plan to extend our leadership position in travel-related mobile applications through continued

product development to enhance the loyalty to our brand, products and services.

Risks Associated with Our Business

We are subject to a number of risks, including risks that may prevent us from achieving our business objectives or may adversely affect our business,

financial condition, results of operations, cash flows and prospects. You should carefully consider these risks, including all of the risks discussed in the

section entitled “Risk Factors,” beginning on page 8 of this prospectus, before investing in our common stock. Risks relating to our business include, among

others:

•
we may be unable to maintain or establish relationships with travel suppliers and OTAs;

•
we primarily depend on a single third party to provide our airfare query results;

•
competition from general search engine companies and other travel companies could adversely affect us;

•

if travel suppliers or OTAs choose not to advertise with us or choose to reduce or even eliminate the fees they pay us, our financial performance could be

materially adversely affected;

•

if we do not continue to innovate and provide tools and services that are useful to travelers, and if we are unable to retain or motivate key personnel or

hire, retain and motivate qualified personnel we may not remain competitive, and our revenues and operating results could suffer;

•
we may be unable to maintain and increase KAYAK brand awareness and preference; and

•
we have limited international experience and may be limited in our ability to expand into international markets.

Corporate Information

Our principal executive offices are located at 55 North Water Street, Suite 1, Norwalk, CT 06854 and our telephone number at that address is (203) 899-

3100. Our corporate website address is www.kayak.com. We do not incorporate the information contained on, or accessible through, our corporate website

into this prospectus, and you should not consider it part of this prospectus. We were originally incorporated in Delaware in 2004 under the name Travel

Search Company, Inc. We changed our name to Kayak Software Corporation in August 2004.

Except where the context otherwise requires or where otherwise indicated, references herein to “KAYAK,” “we,” “our” and “us” refer to the operations of

Kayak Software Corporation and its consolidated subsidiaries. Our operations consist primarily of our flagship website KAYAK.com, which is part of a

global family of websites that includes kayak.co.uk, swoodoo.com and SideStep.com. We refer to these websites collectively as the KAYAK websites.

The Offering
Common stock offered by

Kayak Software Corporation shares

Common stock offered by

the selling stockholders shares

Total common stock offered

in this offering shares

Total common stock to be

outstanding after this

offering shares

Use of proceeds

We expect to use the net proceeds from this offering for working capital and other general corporate purposes. We may also use a

portion of the proceeds to expand our current business through acquisitions or investments in other strategic businesses,

products or technologies. We have no commitments with respect to any such acquisitions or investments at this time.



We will not receive any proceeds from the sale of shares by the selling stockholders. See “Use of Proceeds.”

Risk Factors See “Risk Factors” for a discussion of factors that you should consider carefully before deciding whether to purchase shares of

our common stock.

symbol .

Except as otherwise indicated, all information in this prospectus:

•
assumes no exercise of the underwriters’ over-allotment option;

•

assumes the conversion of all outstanding shares of our Series A convertible preferred stock, Series A-1 convertible preferred stock, Series B convertible

preferred stock, Series B-1 convertible preferred stock, Series C convertible preferred stock and Series D convertible preferred stock, collectively, our

convertible preferred stock, into an aggregate of 26,767,656 shares of our common stock and conversion of all outstanding warrants into warrants to

purchase shares of our common stock;

•

assumes an initial public offering price of $ per share, the midpoint of the initial public offering price range indicated on the cover of this

prospectus;

•

excludes 103,904 shares issuable upon the exercise of warrants outstanding as of September 30, 2010 with a weighted average exercise price of $13.57 per

share;

•

excludes 6,862,226 shares issuable upon the exercise of options outstanding as of September 30, 2010 with a weighted average exercise price of $7.19 per

share; and

•

excludes 715,451 shares reserved for issuance pursuant to future grants of awards under our Third Amended and Restated 2005 Equity Incentive Plan and 2011

Equity Incentive Plan as of September 30, 2010.

Summary Consolidated Historical and Operating Data
The following summaries of our consolidated financial and operating data for the periods presented should be read in conjunction with “Selected

Consolidated Financial and Operating Data,” “Capitalization,” “Management’s Discussion and Analysis of Financial Condition and Results of Operations”

and our consolidated financial statements and the related notes included elsewhere in this prospectus. The summary consolidated statements of operations

data for the years ended December 31, 2007, 2008 and 2009 have been derived from our audited financial statements included elsewhere in this prospectus.

The summary consolidated statements of operations data for the nine months ended September 30, 2009 and September 30, 2010 and the summary

consolidated balance sheet data as of September 30, 2010 have been derived from our unaudited financial statements included elsewhere in this prospectus.

In the opinion of management, the unaudited interim consolidated financial statements have been prepared on the same basis as the audited consolidated

financial statements and include all adjustments necessary for the fair presentation of our financial position and results of operations for these periods. The

historical results presented below are not necessarily indicative of the results to be expected for any future period, and the results for any interim period may

not necessarily be indicative of the results that may be expected for a full year.

Years ended December 31,

Nine months ended

September 30,

Consolidated Statements of Operating Data:
2007 2008 2009 2009 2010

(in thousands except share and per share amounts) (unaudited)

Revenues
$48,444 $112,018 $112,698 $86,567 $128,280

Costs and expenses

Cost of revenue
4,990 13,120 10,156 8,071 7,227

Marketing
33,624 56,841 57,389 36,020 69,139

Technology
4,292 10,382 10,708 8,077 9,723

Personnel
8,131 19,150 22,638 16,469 20,987

General and administrative
2,046 5,440 6,446 4,562 6,134

Total costs and expenses
53,083 104,933 107,337 73,199 113,210

(Loss) income from operations
(4,639) 7,085 5,361 13,368 15,070

Other income (expense)
271 (1,569) (1,225) (1,350) 1,244

Income tax expense (benefit)
— 415 (2,776) 1,579 10,156

Net (loss) income
$(4,368) $5,101 $6,912 $10,439 $6,158

Net (loss) income per common share

Basic
$(1.67) $(1.37) $(0.92) $0.05 $(0.43)

Diluted
$(1.67) $(1.37) $(0.92) $0.05 $(0.43)

Weighted average shares outstanding:



Basic
3,860,114 4,831,777 5,223,187 5,193,555 6,164,171

Diluted
3,860,114 4,831,777 5,223,187 5,193,555 6,164,171

Other Data:

Adjusted EBITDA (1)

$(1,415) $18,699 $16,188 $21,110 $25,178

Capital expenditures
$1,043 $986 $2,267 $1,939 $1,612

Queries (2)

238,449 434,540 458,594 342,873 469,048

Consolidated Balance Sheet Data:

September 30,

2010

Pro Forma

as Adjusted

Cash and cash equivalents
$30,554

Working capital
50,866

Total assets
264,346

Total liabilities
36,293

Redeemable preferred stock
195,471

Total stockholders’ equity
32,582

(1)

Adjusted Earnings Before Interest, Taxes, Depreciation and Amortization, or EBITDA, is a metric used by management to measure operating performance.

EBITDA represents net income before other income (expense), net, income tax expense and depreciation and amortization. Adjusted EBITDA represents EBITDA

excluding stock-based compensation expense. We present Adjusted EBITDA as a supplemental performance measure because we believe it facilitates operating

performance comparisons from period to period and company to company by backing out potential differences caused by variations in capital structures

(affecting other income (expense), net), tax positions (such as the impact on periods or companies of changes in effective tax rates), the age and book

depreciation of fixed assets (affecting relative depreciation expense), the impact of acquisitions and the impact of stock-based compensation expense.

Because Adjusted EBITDA facilitates internal comparisons of operating performance on a more consistent basis, we also use Adjusted EBITDA in measuring

our performance relative to that of our competitors. Adjusted EBITDA is not a measurement of our financial performance under GAAP and should not be

considered as an alternative to net income, operating income or any other performance measures derived in accordance with GAAP or as an alternative to

cash flow from operating activities as a measure of our profitability or liquidity. We understand that although Adjusted EBITDA is frequently used by

securities analysts, lenders and others in their evaluation of companies, Adjusted EBITDA has limitations as an analytical tool, and you should not

consider it in isolation, or as a substitute for analysis of our results as reported under GAAP. Some of these limitations are:

•
adjusted EBITDA does not reflect our cash expenditures or future requirements for capital expenditures or contractual commitments;

•
adjusted EBITDA does not reflect changes in, or cash requirements for, our working capital needs;

•

although depreciation is a non-cash charge, the assets being depreciated will often have to be replaced in the future, and Adjusted EBITDA does not

reflect any cash requirements for such replacements; and

•
other companies in our industry may calculate Adjusted EBITDA differently than we do, limiting its usefulness as a comparative measure.

The following table reconciles net income to Adjusted EBITDA for the periods presented and is unaudited:

Year ended December 31,

Nine months ended

September 30,

2007 2008 2009 2009 2010

Net (loss) income
$(4,368) $5,101 $6,912 $10,439 $6,158

Interest (income) expense
(209) 2,163 (121) (58) (83)

Income taxes
— 415 (2,776) 1,579 10,156

Depreciation and amortization
1,485 5,214 5,380 4,023 4,923

EBITDA
(3,092) 12,893 9,395 15,983 21,154

Stock-based compensation
1,739 6,400 5,447 3,719 5,185

Other (income) expense
(62) (594) 1,346 1,408 (1,161)

Adjusted EBITDA
$(1,415) $18,699 $16,188 $21,110 $25,178

(2) Queries refer to user requests for travel information we process through our websites and mobile applications.

Risk Factors
RISK FACTORS

Risks Related to Our Business and Industry

We may be unable to maintain or establish relationships with travel suppliers and OTAs.



Our ability to attract travelers to our websites and use our mobile applications and our services depends in large part on providing a comprehensive set of

query results. To do so, we maintain relationships with travel suppliers and OTAs to include their data in our query results. The loss of existing relationships

with travel suppliers or OTAs, or an inability to continue to add new ones, may cause our query results to provide incomplete pricing, availability and other

information important to travelers using our services. This deficiency could reduce traveler confidence in the query results we provide, making us less

popular with travelers.

With respect to our flight and fare information, the willingness of airlines to participate in our query results can vary by carrier. Historically, Southwest

Airlines has chosen not to include its pricing and availability information in our query results and those of other third parties. If we are unable to continue

to display travel data from multiple airline carriers, it would reduce the breadth of our query results and the number of travelers using our services could

decline, resulting in a loss of revenues and a decline in our operating results.

Recently, there has been an increase in domestic airline consolidation, including the 2008 merger between Delta Air Lines and Northwest Airlines, the 2010

merger between United Airlines and Continental Airlines and the recently announced merger of AirTran Airlines and Southwest Airlines. If one of our

airline travel suppliers merges or consolidates with, or is acquired by, another company with which we do not have a relationship, we may lose that airline as

a participant in our query results or as an advertiser. We could also lose an airline’s participation in the event of an airline bankruptcy.

Approximately 15% of the hotels displayed on our websites are comprised of five hotel chains. A loss of any one of these brand name hotel chains as a travel

supplier, or a loss of any one of these chains as a provider of travel information to OTAs, could have a negative impact on our business, results of operations

and financial condition.

In addition, many of our agreements with travel suppliers and OTAs are short-term agreements that may be terminated on 30 days’ notice. We cannot

guarantee that travel suppliers and OTAs will continue to work with us. We may also be unable to negotiate access, pricing or other terms that are consistent

or more favorable than our current terms. A failure to retain current terms or obtain more favorable terms with our travel suppliers and OTAs could harm

our business and operating results.

We primarily depend on a single third party to provide our airfare query results.

We license faring engine software from ITA Software, Inc., or ITA, under an agreement which expires on December 31, 2013. This faring engine software

provided approximately 42% of our overall airfare query results for the nine months ended September 30, 2010. We have invested significant time and

resources to develop proprietary software and practices to optimize the output from ITA’s software for our websites and mobile applications.

We may be unable to renew our license with ITA, or we may be able do so only on terms that are less favorable to us, which could negatively impact our

ability to quickly provide travelers with comprehensive airline pricing and availability information. Airline travel queries accounted for approximately 85%

of the searches performed on our websites and mobile applications for the nine months ended September 30, 2010, and distribution revenues from airline

queries represented approximately 26% of our revenues for the nine months ended September 30, 2010. We anticipate domestic queries will continue to

represent a significant portion of our overall queries for the foreseeable future. Thus, a loss of access to ITA’s software or an adverse change in our costs

associated with use of the ITA software, could have a significant negative effect on the comprehensiveness of our query results and on our revenues and

operating results. Moreover, we believe that a significant number of travelers who use our websites and mobile applications for our non-air travel services

first come to our site to conduct queries for airfare, and accordingly a loss, disruption or other negative impact on our airfare query results could also result

in a significant decline in the use of, and financial performance of, our query services for non-air travel queries.

On July 1, 2010, Google, Inc., or Google, announced an agreement to acquire ITA. If completed, Google could pursue the creation of new flight search tools

which will enable people to find comparable flight information on the Internet without using a service like ours. According to Experian Hitwise, in

September 2010, approximately 30% of travel searches began with Google. Upon completion of its acquisition of ITA, this number could substantially

increase, as Google may choose to offer services that directly compete with the services we offer. Google may also cause ITA not to renew any agreements

with us, or to renew agreements with us on less favorable terms. If ITA or Google limit our access to the ITA software or any improvements to the software,

increase the price we pay for it or refuse to renew our contract and we are unable to replace ITA with a comparable technology, we may be unable to operate

our business effectively and our financial performance may suffer.

Competition from general search engine companies could adversely affect us.

Large, established Internet search engines with substantial resources and expertise in developing online commerce and facilitating Internet traffic are

creating, and are expected to create further, inroads into online travel, both in the U.S. and internationally. For example, in addition to their proposed

acquisition of ITA, Google is actively testing a travel search engine that displays hotel information and rates to travelers. Moreover, Microsoft acquired one

of our competitors, Farecast.com, in 2008 and relaunched it as Bing Travel, a travel search engine which not only allows users to search for airfare and hotel

reservations but also purports to predict the best time to purchase. These initiatives appear to represent a clear intention by Google and Microsoft to appeal

more directly to travel consumers and travel suppliers by providing more specific travel-related search results, which could lead to more travelers using

services offered by Google or Bing instead of those offered on our websites and mobile applications. For example, if Google chooses to provide

comprehensive travel search results such as flight and hotel pricing and availability, and further chooses to integrate such offerings with other Google

services such as Google maps and weather information, then the number of users that visit our websites and our ability to attract advertising dollars could

be negatively impacted. Google or other leading search engines could choose to direct general searches on their respective websites to their own travel search

service and/or materially improve search speed through hardware investments, which also could negatively impact the number of users that visit our

websites and our ability to attract advertising dollars. If Google or other leading search engines are successful in offering services that directly compete with

ours, we could lose traffic to our websites and mobile applications, which could have a material adverse effect on our business, results of operations and

financial condition.

If travel suppliers or OTAs choose not to advertise with us, or choose to reduce or even eliminate the fees they pay us, our financial performance could be materially

adversely affected.



Our current financial model depends almost entirely on fees paid by travel suppliers and OTAs for referrals from our query results and advertising

placements. Since we do not have long-term contracts with most of the travel suppliers or OTAs who use our services, these travel suppliers or OTAs could

choose to modify or discontinue their relationship with us with little to no advanced notice to us. These changes may include a cessation in the provision of

travel data to us, or a reduction in our compensation.

During the nine months ended September 30, 2010, our top ten travel suppliers and OTAs accounted for approximately 69% of our total revenues for that

period. In particular, for the nine months ended September 30, 2010, Expedia and its affiliates, including its Hotels.com and Hotwire subsidiaries, accounted

for 25% of our total revenues. Also during this period, Orbitz and its affiliates, including its CheapTickets and ebookers subsidiaries, accounted for 19% of

our total revenues. If our relationship with any of our top travel suppliers or OTAs were to end or otherwise be materially reduced, our revenues and

operating results could experience significant decline.

If we do not continue to innovate and provide tools and services that are useful to travelers, we may not remain competitive, and our revenues and operating results

could suffer.

Our success depends on continued innovation to provide features and services that make our websites and mobile applications useful for travelers. Our

competitors are constantly developing innovations in online travel-related services and features. As a result, we must continue to invest significant resources

in research and development in order to continually improve the speed, accuracy and comprehensiveness of our services. If we are unable to provide quality

features and services that travelers want to use, then travelers may become dissatisfied and use a competitor’s website or mobile applications. If we are

unable to continue offering innovative products and services, we may be unable to attract additional users or retain our current users, which could adversely

affect our business, results of operations and financial condition.

We may be unable to maintain and increase KAYAK brand awareness and preference.

We rely heavily on the KAYAK brand. Awareness, perceived quality and perceived differentiated attributes of the KAYAK brand are important aspects of

our efforts to attract and expand the number of travelers who use our websites and mobile applications. Since many of our competitors have more resources

than we do, and can spend more advertising their brands and services, we are required to spend considerable money and other resources to preserve and

increase our brand awareness. Should the competition for top-of-mind awareness and brand preference increase among online travel services, we may not be

able to successfully maintain or enhance the strength of our brand. Even if we are successful in our branding efforts, such efforts may not be cost effective. If

we are unable to maintain or enhance traveler and advertiser awareness of our brand cost effectively, our business, results of operations and financial

condition would be adversely affected.

In November 2009, we began a broad-reach marketing campaign that included television commercials and signage advertising in major U.S. airports. We do

not know if these additional marketing investments will result in new or additional travelers visiting our websites or using our mobile applications. If we are

unable to recover these additional costs through an increase in the number of travelers using our services, we will likely experience a decline in our financial

results.

We have registered domain names for websites that we use in our business, such as KAYAK.com, kayak.co.uk, swoodoo.com and SideStep.com. If we lose the

ability to use a domain name, we would be forced to incur significant expenses to market our services under a new domain name, which could substantially

harm our business. In addition, our competitors could attempt to capitalize on our brand recognition by using domain names similar to ours. Domain names

similar to ours have been registered in the U.S. and elsewhere, and in some countries the top level domain name “kayak” is owned by other parties. We may

be unable to prevent third parties from acquiring and using domain names that infringe on, are similar to, or otherwise decrease the value of, our brand or

our trademarks or service marks. Protecting and enforcing our rights in our domain names and determining the rights of others may require litigation,

which could result in substantial costs and diversion of management attention.

Competition from other travel companies could adversely affect us.

We operate in the highly competitive online travel category. Many of our current and potential competitors, including general search engines, OTAs, travel

supplier websites and other travel websites, have existed longer and have larger customer bases, greater brand recognition and significantly greater financial,

marketing, personnel, technical and other resources than KAYAK. Some of these competitors may be able to secure services on more favorable terms. In

addition, many of these competitors may be able to devote significantly greater resources to:

•
marketing and promotional campaigns;

•
attracting and retaining key employees;

•
securing participation of travel suppliers and access to travel information, including proprietary or exclusive content;

•
website and systems development; and

•
enhancing the speed at which their services return user search results.

In addition, consolidation of travel suppliers and OTAs could limit the comprehensiveness of our query results and the need for our services and could result

in advertisers terminating their relationships with us.

Increased competition could result in reduced operating margins and loss of market share. There can be no assurance that we will be able to compete

successfully against current and future competitors or that competition will not have a material adverse effect on our business, results of operations and

financial condition.



Our business could be negatively affected by changes in general search engine algorithms and dynamics or termination of traffic-generating arrangements.

We use Internet search engines, principally through the purchase of travel-related keywords, to generate traffic to our websites. Approximately 8% of our

user queries during the nine months ended September 30, 2010 resulted from searches initially entered on general search engine websites. Search engines,

such as Google, frequently update and change the logic which determines the placement and ordering of results of a user’s search, which may reduce the

effectiveness of the keywords we have purchased. If a major search engine, such as Google, changes its algorithms in a manner that negatively affects the

search engine ranking of our websites, or changes its pricing, operating or competitive dynamics to our disadvantage, our business, results of operations and

financial condition could be adversely affected. For the nine months ended September 30, 2010 we received 15% of our advertising revenue and 8% of our

total revenues from Google. Our contract with Google expires on December 31, 2010. We also rely to a certain extent on advertisements that we place on

contextual travel search engines such as Lowfares.com. Approximately 15% of our user queries during the nine months ended September 30, 2010 resulted

from traffic-generating arrangements. A loss of one or more of these traffic-generating arrangements as an advertising channel could result in fewer people

using our services.

We have limited international experience and may be limited in our ability to expand into international markets.

We operate websites in 14 countries outside of the U.S., and we generated less than 10% of our net revenues for the nine months ended September 30, 2010

from our international operations. Our senior management team is located in the U.S. and has limited international experience. We believe that

international expansion will be important to our future growth, and therefore we currently expect that our international operations will increase. As our

international operations expand, we will face increasing risks resulting from operations in multiple countries, including:

•
differences and unexpected changes in regulatory requirements and exposure to local economic conditions;

•
limits on our ability to enforce our intellectual property rights;

•

restrictions on the repatriation of non-U.S. investments and earnings back to the U.S., including withholding taxes imposed by certain foreign

jurisdictions;

•
requirements to comply with a number of U.S. and international regulations, including the Foreign Corrupt Practices Act;

•
uncertainty over our ability to legally enforce our contractual rights; and

•
currency exchange rate fluctuations.

To the extent we are not able to effectively mitigate or eliminate these risks, our results of operations could be adversely affected. Furthermore, any failure by

us to adopt appropriate compliance procedures to ensure that our employees and agents comply with applicable laws and regulations in foreign jurisdictions

could result in substantial penalties or restrictions on our ability to conduct business in certain foreign jurisdictions.

Some of our plans for expansion include operating in international markets where we have limited operating experience. These markets may have different

competitive conditions, traveler preferences and discretionary spending patterns than the U.S. travel market. As a result, our international operations may

be less successful than our U.S. operations. Travelers in other countries may not be familiar with our brands, and we may need to build brand awareness in

such countries through greater investments in advertising and promotional activity than we originally planned. In addition, we may find it difficult to

effectively hire, manage, motivate and retain qualified employees who share our corporate culture. We may also have difficulty entering into new agreements

with foreign travel suppliers and OTAs on economically favorable terms.

Our failure to manage growth effectively could harm our business and operating results.

Our culture is important to us. We believe it has been a major contributor to our success. As we grow, however, we may have difficulty maintaining our

culture or adapting it sufficiently to meet the needs of our operations. Failure to maintain our culture could negatively impact our operations and business

results.

We have rapidly and significantly expanded our operations and anticipate expanding further to pursue our growth strategy. The number of our employees

worldwide has grown from less than 35 in 2006, to 140 as of October 31, 2010. Such expansion increases the complexity of our business and places a

significant strain on our management, operations, technical performance, financial resources and internal control over financial reporting functions.

There can be no assurance that we will be able to manage our expansion effectively. Our current and planned personnel, systems, procedures and controls

may not be adequate to support and effectively manage our future operations, especially as we employ personnel in multiple geographic locations. We may

not be able to hire, train, retain, motivate and manage required personnel, which may limit our growth, damage our reputation and negatively affect our

financial performance and harm our business.

We may not be able to expand our business model beyond providing travelers with travel query results.

We plan to expand our business model beyond helping travelers search for travel by offering additional services and tools, including assisted booking

services through mobile applications and our websites. This growth strategy depends on various factors, including the willingness of travel suppliers and

OTAs to participate in our assisted booking services, as well as travelers’ use of these other new services and a willingness to trust us with their personal

information. These newly launched services may not succeed, and, even if we are successful, our revenues may not increase. These new services could also

increase our operating costs and result in costs that we have not incurred in the past, including customer service.

We are dependent on the leisure travel industry.



Our financial prospects are significantly dependent upon leisure travelers using our services. Leisure travel, including leisure airline tickets, hotel room

reservations and rental car reservations, is dependent on personal discretionary spending levels. Leisure travel services tend to decline, along with the

advertising dollars spent by travel suppliers, during general economic downturns and recessions. The current worldwide economic conditions have led to a

general decrease in leisure travel and travel spending, which has negatively impacted the demand for our services.

Events beyond our control also may adversely affect the leisure travel industry, with a corresponding negative impact on our business and results of

operations. Natural disasters, including hurricanes, tsunamis, earthquakes or volcanic eruptions, as well as other natural phenomena, such as outbreaks of

H1N1 influenza (swine flu), avian flu and other pandemics and epidemics, have disrupted normal leisure travel patterns and levels. The leisure travel

industry is also sensitive to other events beyond our control, such as work stoppages or labor unrest at any of the major airlines, political instability, regional

hostilities, increases in fuel prices, imposition of taxes or surcharges by regulatory authorities, travel related accidents and terrorist attacks, any of which

could have an impact on our business and results of operations. Although the September 2001 terrorist attacks in the U.S. occurred before we were formed,

those attacks had a dramatic and sustained impact on the leisure travel industry, and any future terrorist attack, whether on a small or large scale, could have

a material and negative impact on our business and results of operations.

We rely on the performance of highly skilled personnel, and if we are unable to retain or motivate key personnel or hire, retain and motivate qualified personnel, our

business would be harmed.

We believe our success has depended, and continues to depend, on the efforts and talents of our senior management and our highly skilled team members.

Our future success depends on our continuing ability to attract, develop, motivate and retain highly qualified and skilled employees. The loss of any of our

senior management or key employees could materially adversely affect our ability to build on the efforts they have undertaken and to execute our business

plan, and we may not be able to find adequate replacements. In particular, the contributions of certain key senior management in the U.S. are critical to our

overall success. We cannot ensure that we will be able to retain the services of any members of our senior management or other key employees. We do not

maintain any key person life insurance policies.

Competition for well-qualified employees in all aspects of our business, including software engineers and other technology professionals, is intense both in

the U.S. and abroad. Our continued ability to compete effectively depends on our ability to attract new employees and to retain and motivate existing

employees. If we do not succeed in attracting well-qualified employees or retaining and motivating existing employees, our business would be adversely

affected.

We process, store and use personal data which exposes us to risks of internal and external security breaches and could give rise to liabilities as a result of

governmental regulation and differing personal privacy rights.

We may acquire personal or confidential information from travelers who use our websites and mobile applications. Substantial or ongoing security breaches

to our system, whether resulting from internal or external sources, could significantly harm our business. It is possible that advances in computer

circumvention capabilities, new discoveries or other developments, including our own acts or omissions, could result in a compromise or breach of personal

and confidential traveler information.

We cannot guarantee that our existing security measures will prevent security breaches or attacks. A party, whether internal or external, that is able to

circumvent our security systems could steal traveler information or proprietary information or cause significant interruptions in our operations. In the past

we have experienced “denial-of-service” type attacks on our system that have made portions of our website unavailable for periods of time. We may need to

expend significant resources to protect against security breaches or to address problems caused by breaches, and reductions in website availability could

cause a loss of substantial business volume during the occurrence of any such incident. The risk of such security breaches is likely to increase as we expand

the number of places where we operate and as the tools and techniques used in these types of attacks become more advanced. Security breaches could result

in negative publicity, damage our reputation, expose us to risk of loss or litigation and possible liability and subject us to regulatory penalties and sanctions.

Security breaches could also cause travelers and potential users to lose confidence in our security, which would have a negative effect on the value of our

brand. Our insurance policies carry low coverage limits and would likely not be adequate to reimburse us for losses caused by security breaches.

Companies that we have acquired, and that we may acquire in the future, may employ security and networking standards at levels we find unsatisfactory.

The process of enhancing infrastructure to improve security and network standards may be time consuming and expensive and may require resources and

expertise that are difficult to obtain. Acquisitions could also increase the number of potential vulnerabilities and could cause delays in detection of an attack,

or the timelines of recovery from an attack. Failure to adequately protect against attacks or intrusions could expose us to security breaches of, among other

things, personal user data and credit card information that would have an adverse impact on our business, results of operations and financial condition.

We also face risks associated with security breaches affecting third parties conducting business over the Internet. People generally are concerned with

security and privacy on the Internet, and any publicized security problems could inhibit the growth of our business. Additionally, security breaches at third

parties upon which we rely, such as travel suppliers, could result in negative publicity, damage our reputation, expose us to risk of loss or litigation and

possible liability and subject us to regulatory penalties and sanctions.

We currently facilitate the purchase of airlines tickets through our mobile applications by allowing travelers to provide us with their personally identifiable

information, including credit card information, and assisting them in completing transactions directly with travel suppliers. In the future, we may provide

this assistance directly on our websites. In connection with facilitating these transactions, we receive and store certain personally identifiable information,

including credit card information. This information is increasingly subject to legislation and regulations in numerous jurisdictions around the world,

including the Commission of the European Union through its Data Protection Directive and variations of that directive in the member states of the

European Union. Government regulation is typically intended to protect the privacy of personal information that is collected, processed and transmitted in

or from the governing jurisdiction. We could be adversely affected if legislation or regulations are expanded to require changes in our business practices or if

governing jurisdictions interpret or implement their legislation or regulations in ways that negatively affect our business, results of operations and financial

condition.



Litigation could distract management, increase our expenses or subject us to material money damages and other remedies.

We are involved in various legal proceedings, including, but not limited to, actions relating to breach of contract and intellectual property infringement that

involve claims for substantial amounts of money or for other relief or that might necessitate changes to our business or operations. Please see the discussion

regarding those matters in the section entitled “Business—Legal Proceedings.” Regardless of whether any claims against us are valid, or whether we are

ultimately held liable or subject to payment of damages, claims may be expensive to defend and may divert management’s time away from our operations. If

any legal proceedings were to result in an unfavorable outcome, it could have a material adverse effect on our business, financial position and results of

operations. Any adverse publicity resulting from actual or potential litigation may also materially and adversely affect our reputation, which in turn could

adversely affect our results.

Companies in the Internet, technology and media industries are frequently subject to allegations of infringement or other violations of intellectual property

rights. We are currently subject to a patent infringement claim and may be subject to future claims relating to intellectual property rights. As we grow our

business and expand our operations we may be subject to intellectual property claims by third parties. We plan to vigorously defend our intellectual property

rights and our freedom to operate our business; however, regardless of the merits of the claims, intellectual property claims are often time-consuming and

extremely expensive to litigate or settle, and are likely to continue to divert managerial attention and resources from our business objectives. Successful

infringement claims against us could result in significant monetary liability or prevent us from operating our business, or portions of our business.

Resolution of claims may require us to obtain licenses to use intellectual property rights belonging to third parties, which may be expensive to procure, or we

may be required to cease using intellectual property altogether. Many of our agreements with travel suppliers, OTAs and other partners require us to

indemnify these entities against third-party intellectual property infringement claims, which would increase our defense costs and may require that we pay

damages if there were an adverse ruling in any such claims. Any of these events could have a material adverse effect on our business, results of operations or

financial condition.

Acquisitions and investments could result in operating difficulties, dilution and other harmful consequences.

We have acquired a number of businesses in the past, including our acquisitions of SideStep, Inc., or SideStep, and swoodoo AG, or swoodoo. We expect to

continue to evaluate and enter into discussions regarding a wide array of potential strategic transactions. Any transactions that we enter into could be

material to our financial condition and results of operations. The process of integrating an acquired company, business or technology may create unforeseen

operating difficulties and expenditures. The areas where we face risks include:

•
diversion of management time and focus from operating our business to acquisition integration challenges;

•
implementation or remediation of controls, procedures and policies at the acquired company;

•
coordination of product, engineering and sales and marketing functions;

•
retention of employees from the businesses we acquire;

•
liability for activities of the acquired company before the acquisition;

•
litigation or other claims in connection with the acquired company; and

•

in the case of foreign acquisitions, the need to integrate operations across different cultures and languages and to address the particular economic,

currency, political and regulatory risks associated with specific countries.

Our failure to address these risks or other problems encountered in connection with our past or future acquisitions and investments could cause us to fail to

realize the anticipated benefits of such acquisitions or investments, incur unanticipated liabilities and harm our business generally.

The requirements of being a public company may strain our resources and distract our management.

Following the completion of this offering, we will be required to comply with various regulatory and reporting requirements, including those required by the

Securities and Exchange Commission, or the SEC. Complying with these reporting and other regulatory requirements will be time-consuming and will

result in increased costs to us and could have a negative effect on our business, results of operations and financial condition.

As a public company, we will be subject to the reporting requirements of the Securities Exchange Act of 1934, as amended, or the Exchange Act, and

requirements of the Sarbanes-Oxley Act of 2002, as amended, or SOX. These requirements may place a strain on our systems and resources. The Exchange

Act requires that we file annual, quarterly and current reports with respect to our business and financial condition. The SOX requires that we maintain

effective disclosure controls and procedures and internal controls over financial reporting. To maintain and improve the effectiveness of our disclosure

controls and procedures, we will need to commit significant resources, hire additional staff and provide additional management oversight. We will be

implementing additional procedures and processes for the purpose of addressing the standards and requirements applicable to public companies.

Sustaining our growth also will require us to commit additional management, operational and financial resources to identify new professionals to join our

firm and to maintain appropriate operational and financial systems to adequately support expansion. These activities may divert management’s attention

from other business concerns, which could have a material adverse effect on our business, financial condition, results of operations and cash flows.

Fluctuations in our financial results make quarterly comparisons and financial forecasting difficult.



Our revenues and operating results have varied significantly from quarter to quarter because our business experiences seasonal fluctuations, which reflect

seasonal trends for the travel products distributed through and advertised on our platform. Traditional leisure travel bookings in the U.S. and Europe are

generally higher in the second and third calendar quarters of the year as travelers take spring and summer vacations. In the fourth quarter of the calendar

year, demand for travel services in the U.S. and Europe generally declines. We have seen and expect to continue to see, that the most significant portion of

our revenues will be earned in the second and third quarters. The current state of the global economic environment, combined with the seasonal nature of

our business and our relatively limited operating history, makes forecasting future operating results difficult. Because our business is changing and evolving,

our historical operating results may not be useful to you in predicting our future operating results. Advertising spending has historically been cyclical in

nature, reflecting overall economic conditions as well as individual travel patterns. Our rapid growth has tended to mask the cyclicality and seasonality of

our business. As our growth rate slows, the cyclicality and seasonality in our business will become more pronounced and cause our operating results to

fluctuate.

Any significant disruption in service on our websites or in our computer systems, which are currently hosted primarily by third-party providers, could damage our

reputation and result in a loss of users, which would harm our business and operating results.

Our brands, reputation and ability to attract and retain travelers to use our websites and mobile applications depend upon the reliable performance of our

network infrastructure and content delivery processes. We have experienced interruptions in these systems in the past, including server failures that

temporarily slowed down the performance of our websites and mobile applications, and we may experience interruptions in the future. Interruptions in

these systems, whether due to system failures, computer viruses or physical or electronic break-ins, could affect the security or availability of our services on

our websites and mobile applications and prevent or inhibit the ability of travelers to access our services. Problems with the reliability or security of our

systems could harm our reputation, and damage to our reputation and the cost of remedying these problems could negatively affect our business, financial

condition and results of operations.

Substantially all of the communications, network and computer hardware used to operate our website are located at facilities in Medford and Somerville,

Massachusetts and, with respect to our swoodoo operations, Freiburg, Germany. We do not own or control the operation of these facilities. Our systems and

operations are vulnerable to damage or interruption from fire, flood, power loss, telecommunications failure, terrorist attacks, acts of war, electronic and

physical break-ins, computer viruses, earthquakes and similar events. The occurrence of any of the foregoing events could result in damage to our systems

and hardware or could cause them to fail completely, and our insurance may not cover such events or may be insufficient to compensate us for losses that

may occur. Our systems are not completely redundant, so a failure of our system at one site could result in reduced functionality for our travelers, and a total

failure of our systems at both U.S. sites could cause our websites or mobile applications to be inaccessible by our travelers. Problems faced by our third-party

web hosting providers with the telecommunications network providers with which they contract or with the systems by which they allocate capacity among

their customers, including us, could adversely affect the experience of our travelers. Our third-party web hosting providers could decide to close their

facilities without adequate notice. Any financial difficulties, such as bankruptcy reorganization, faced by our third-party web hosting providers or any of the

service providers with whom they contract may have negative effects on our business, the nature and extent of which are difficult to predict. If our third-

party web hosting providers are unable to keep up with our growing needs for capacity, this could have an adverse effect on our business. Any errors, defects,

disruptions or other performance problems with our services could harm our reputation and have an adverse effect on our business, financial condition and

results of operations.

Governmental regulation and associated legal uncertainties may adversely affect our business.

Many of the services we offer are regulated by federal and state governments, and our ability to provide these services is and will continue to be affected by

government regulations. The implementation of unfavorable regulations or unfavorable interpretations of existing regulations by courts or regulatory

bodies could require us to incur significant compliance costs, cause the development of the affected markets to become impractical and otherwise have a

material adverse effect on our business, results of operations and financial condition.

In addition, our business strategy involves expansion into regions around the world, many of which have different legislation, regulatory environments, tax

laws and levels of political stability. Compliance with foreign legal, regulatory or tax requirements will place demands on our time and resources, and we may

nonetheless experience unforeseen and potentially adverse legal, regulatory or tax consequences.

We assist with the processing of customer credit card transactions which results in us receiving and storing personally identifiable information. This

information is increasingly subject to legislation and regulations in numerous jurisdictions around the world. This legislation and regulation is generally

intended to protect the privacy and security of personal information, including credit card information, that is collected, processed and transmitted in or

from the governing jurisdiction. We could be adversely affected if government regulations require us to significantly change our business practices with

respect to this type of information.

Fluctuations in foreign currency exchange rates affect financial results in U.S. dollar terms.

A portion of our revenues come from international operations. Revenues generated and expenses incurred by our international subsidiaries are often

denominated in local currencies. As a result, our consolidated U.S. dollar financial statements are subject to fluctuations due to changes in exchange rates as

the financial results of our international subsidiaries are translated from local currencies into U.S. dollars. Our financial results are subject to changes in

exchange rates that impact the settlement of transactions in non local currencies.

Risks Related to Our Intellectual Property

We may not be able to adequately protect our intellectual property, which could harm the value of our brands and adversely affect our business.

We regard our intellectual property as critical to our success, and we rely on trademark, copyright and patent law, trade secret protection and confidentiality

and/or license agreements to protect our proprietary rights. If we are not successful in protecting our intellectual property, it could have a material adverse

effect on our business, results of operations and financial condition.



While we believe that our issued patents and pending patent applications help to protect our business, there can be no assurance that our operations do not,

or will not, infringe valid, enforceable third-party patents of third parties or that competitors will not devise new methods of competing with us that are not

covered by our patents or patent applications. There can also be no assurance that our patent applications will be approved, that any patents issued will

adequately protect our intellectual property, or that such patents will not be challenged by third parties or found to be invalid or unenforceable or that our

patents will be effective in preventing third parties from utilizing a copycat business model to offer the same service in one or more categories. Moreover, we

rely on intellectual property and technology developed or licensed by third parties, and we may not be able to obtain or continue to obtain licenses and

technologies from these third parties at all or on reasonable terms.

Effective trademark, service mark, copyright and trade secret protection may not be available in every country in which our services are provided. The laws

of certain countries do not protect proprietary rights to the same extent as the laws of the U.S. and, therefore, in certain jurisdictions, we may be unable to

protect our proprietary technology adequately against unauthorized third party copying or use, which could adversely affect our competitive position. We

have licensed in the past, and expect to license in the future, certain of our proprietary rights, such as trademarks or copyrighted material, to third parties.

These licensees may take actions that might diminish the value of our proprietary rights or harm our reputation, even if we have agreements prohibiting

such activity. Also to the extent third parties are obligated to indemnify us for breaches of our intellectual property rights, these third parties may be unable

to meet these obligations. Any of these events could have a material adverse effect on our business, results of operations or financial condition.

Claims by third parties that we infringe their intellectual property rights could result in significant costs and have a material adverse effect on our business, results of

operations or financial condition.

We are currently subject to a patent infringement claim. Please see the discussion regarding this claim in the section entitled “Business—Legal Proceedings.”

We may be subject to future claims relating to our intellectual property rights. As we grow our business and expand our operations we expect that we will

continue to be subject to intellectual property claims. Resolving claims may require us to obtain licenses to use intellectual property rights belonging to third

parties, which may be expensive to procure, or we may be required to cease using intellectual property altogether. Any of these events could have a material

adverse effect on our business, results of operations or financial condition.

Confidentiality agreements with employees and others may not adequately prevent disclosure of trade secrets and other proprietary information.

A substantial amount of our processes and technologies is protected by trade secret laws. In order to protect these technologies and processes, we rely in part

on confidentiality agreements with our employees, licensees, independent contractors and other advisors. These agreements may not effectively prevent

disclosure of confidential information, including trade secrets, and may not provide an adequate remedy in the event of unauthorized disclosure of

confidential information. In addition, others may independently discover our trade secrets and proprietary information, and in such cases we could not

assert any trade secret rights against such parties. To the extent that our employees, contractors or other third parties with which we do business use

intellectual property owned by others in their work for us, disputes may arise as to the rights in related or resulting know-how and inventions. Laws

regarding trade secret rights in certain markets in which we operate may afford little or no protection to our trade secrets. The loss of trade secret protection

could make it easier for third parties to compete with our products by copying functionality. In addition, any changes in, or unexpected interpretations of,

the trade secret and other intellectual property laws in any country in which we operate may compromise our ability to enforce our trade secret and

intellectual property rights. Costly and time-consuming litigation could be necessary to enforce and determine the scope of our proprietary rights, and

failure to obtain or maintain trade secret protection could adversely affect our business, revenue, reputation and competitive position.

Our use of “open source” software could adversely affect our ability to offer our services and subject us to possible litigation.

We use open source software in connection with our development. From time to time, companies that use open source software have faced claims

challenging the use of open source software and/or compliance with open source license terms. We could be subject to suits by parties claiming ownership of

what we believe to be open source software, or claiming noncompliance with open source licensing terms. Some open source licenses require users who

distribute software containing open source to make available all or part of such software, which in some circumstances could include valuable proprietary

code of the user. While we monitor the use of open source software and try to ensure that none is used in a manner that would require us to disclose our

proprietary source code or that would otherwise breach the terms of an open source agreement, such use could inadvertently occur, in part because open

source license terms are often ambiguous. Any requirement to disclose our proprietary source code or pay damages for breach of contract could be harmful

to our business, results of operations or financial condition, and could help our competitors develop products and services that are similar to or better than

ours.

Risks Related to this Offering and Ownership of Our Common Stock

Our securities have no prior market and an active trading market may not develop, which may cause our common stock to trade at a discount from the initial public

offering price.

Prior to this offering, there has been no public market for our common stock. The initial public offering price for our common stock will be determined

through negotiations between us and the representatives of the underwriters and may not be indicative of the market price of our common stock after this

offering. If you purchase shares of our common stock, you may not be able to resell those shares at or above the initial public offering price. We cannot

predict the extent to which investor interest in us will lead to the development of an active trading market on or otherwise or how liquid that market might

become. An active public market for our common stock may not develop or be sustained after the offering. If an active public market does not develop or is

not sustained, it may be difficult for you to sell your shares of common stock at a price that is attractive to you, or at all.

Our stock price may be volatile or may decline regardless of our operating performance, and you may not be able to resell your shares at or above the initial public

offering price and the price of our common stock may fluctuate significantly.

After this offering, the market price for our common stock is likely to be volatile, in part because our shares have not been traded publicly. In addition, the

market price of our common stock may fluctuate significantly in response to a number of factors, most of which we cannot control, including:



•
traveler preferences and competition from other travel sites;

•

changes in general economic or market conditions or trends in our industry or the economy as a whole and, in particular, in the leisure travel

environment;

•
changes in key personnel;

•
entry into new geographic markets;

•

actions and announcements by us or our competitors or significant acquisitions, divestitures, strategic partnerships, joint ventures or capital

commitments;

•
changes in operating performance and stock market valuations of other Internet companies;

•
investors’ perceptions of our prospects and the prospects of the online travel industry;

•
fluctuations in quarterly operating results, as well as differences between our actual financial and operating results and those expected by investors;

•
the public’s response to press releases or other public announcements by us or third parties, including our filings with the SEC;

•
announcements relating to litigation;

•
guidance, if any, that we provide to the public, any changes in this guidance or our failure to meet this guidance;

•

changes in financial estimates or ratings by any securities analysts who follow our common stock, our failure to meet these estimates or failure of those

analysts to initiate or maintain coverage of our common stock;

•
the development and sustainability of an active trading market for our common stock;

•
future sales of our common stock by our officers, directors and significant stockholders; and

•
changes in accounting principles.

These and other factors may lower the market price of our common stock, regardless of our actual operating performance. As a result, our common stock

may trade at prices significantly below the initial public offering price.

The stock markets, including , have experienced extreme price and volume fluctuations that have affected and continue to affect the market prices of equity

securities of many Internet companies. In the past, stockholders have instituted securities class action litigation following periods of market volatility. If we

were involved in securities litigation, we could incur substantial costs and our resources and the attention of management could be diverted from our

business.

Future sales of our common stock, or the perception in the public markets that these sales may occur, may depress our stock price.

Sales of substantial amounts of our common stock in the public market after this offering, or the perception that these sales could occur, could adversely

affect the price of our common stock and could impair our ability to raise capital through the sale of additional shares. Upon completion of this offering, we

will have approximately shares of common stock outstanding. Our shares of common stock offered in this offering will be freely tradable without restriction

under the Securities Act, except for any shares of our common stock that may be held or acquired by our directors, executive officers and other affiliates, as

that term is defined in the Securities Act, which will be restricted securities under the Securities Act. Restricted securities may not be sold in the public

market unless the sale is registered under the Securities Act or an exemption from registration is available.

KAYAK, each of our officers, directors, all of the selling stockholders and substantially all of our other existing stockholders have agreed with the

underwriters, subject to certain exceptions, not to dispose of or hedge any of the shares of our common stock or securities convertible into or exchangeable

for shares of our common stock during the period from the date of this prospectus continuing through the date 180 days after the date of this prospectus,

without the prior written consent of Morgan Stanley & Co. Incorporated, or Morgan Stanley. See “Underwriters” for a more detailed description of the

terms of these “lock-up” arrangements. All of our shares of common stock outstanding as of the date of this prospectus may be sold in the public market by

existing stockholders 180 days after the date of this prospectus, subject to applicable volume and other limitations imposed under federal securities laws.

See “Shares Eligible for Future Sale” for a more detailed description of the restrictions on selling shares of our common stock after this offering. Sales by our

existing stockholders of a substantial number of shares in the public market, or the threat of a substantial sale, could cause the market price of our common

stock to decrease significantly.

In the future, we may also issue our securities in connection with investments or acquisitions. The amount of shares of our common stock issued in

connection with an investment or acquisition could constitute a material portion of our then-outstanding shares of our common stock. Any issuance of

additional securities in connection with investments or acquisitions may result in additional dilution to you.



If securities or industry analysts do not publish research or publish inaccurate or unfavorable research about our business, our stock price and trading volume could

decline.

The trading market for our common stock will depend in part on the research and reports that securities or industry analysts publish about us or our

business. We do not currently have and may never obtain research coverage by securities and industry analysts. If no securities or industry analysts

commence coverage of our company, the trading price for our common stock would be negatively impacted. If we obtain securities or industry analyst

coverage and if one or more of the analysts who cover us downgrades our common stock or publishes inaccurate or unfavorable research about our business,

our stock price would likely decline. If one or more of these analysts cease coverage of us or fail to publish reports on us regularly, demand for our common

stock could decrease, which could cause our stock price and trading volume to decline.

Our internal controls over financial reporting may not be effective and our independent registered public accounting firm may not be able to certify as to their

effectiveness, which could have a significant and adverse effect on our business and reputation.

We are evaluating our internal controls over financial reporting in order to allow management to report on, and our independent registered public

accounting firm to attest to, our internal controls over financial reporting, as required by Section 404 of SOX, and rules and regulations of the SEC

thereunder, which we refer to as Section 404. We are in the process of documenting and testing our internal control procedures in order to satisfy the

requirements of Section 404.

As we continue our evaluation, we may identify material weaknesses that we may not be able to remediate in time to meet the December 31, 2011 deadline

imposed by SOX, for compliance with the requirements of Section 404. In addition, if we fail to achieve and maintain the adequacy of our internal controls,

as such standards are modified, supplemented or amended from time to time, we may not be able to ensure that we can conclude on an ongoing basis that we

have effective internal controls over financial reporting in accordance with Section 404. We cannot be certain as to the timing of completion of our

evaluation, testing and any remediation actions or the impact of the same on our operations. If we are not able to implement the requirements of Section

404 in a timely manner or with adequate compliance, our independent registered public accounting firm may not be able to opine as to the effectiveness of

our internal control over financial reporting and we may be subject to sanctions or investigation by regulatory authorities, such as the SEC. As a result, there

could be a negative reaction in the financial markets due to a loss of confidence in the reliability of our financial statements. In addition, we may be required

to incur costs in improving our internal control system and the hiring of additional personnel. Any such action could negatively affect our results of

operations and cash flows.

Our management and other affiliates have significant control of our common stock and could control our actions in a manner that conflicts with the interests of other

stockholders.

After giving effect to the offering, our executive officers, directors and their affiliated entities together will beneficially own approximately % of our

outstanding capital stock, assuming the exercise of options, warrants and other common stock equivalents, which are currently exercisable and held by these

stockholders. As a result, these stockholders, acting together, will be able to exercise considerable influence over matters requiring approval by our

stockholders, including the election of directors, and may not always act in the best interests of other stockholders. Such a concentration of ownership may

have the effect of delaying or preventing a change in our control, including transactions in which our stockholders might otherwise receive a premium for

their shares over then current market prices.

We do not expect to pay any cash dividends for the foreseeable future.

The continued operation and growth of our business will require substantial cash. Accordingly, we do not anticipate that we will pay any cash dividends on

shares of our common stock for the foreseeable future. Any determination to pay dividends in the future will be at the discretion of our board of directors

and will depend upon our results of operations, financial condition, contractual restrictions relating to indebtedness we may incur, restrictions imposed by

applicable law and other factors our board of directors deems relevant. Accordingly, if you purchase shares in this offering, realization of a gain on your

investment will depend on the appreciation of the price of our common stock, which may never occur. Investors seeking cash dividends in the foreseeable

future should not purchase our common stock.

Antitakeover provisions in our charter documents and Delaware law might discourage or delay acquisition attempts for us that you might consider favorable.

Our amended and restated certificate of incorporation and amended and restated by-laws to be in effect upon completion of this offering will contain

provisions that may make the acquisition of us more difficult without the approval of our board of directors. These provisions, among other things:

•

authorize the issuance of undesignated preferred stock, the terms of which may be established and the shares of which may be issued without stockholder

approval, and which may include supermajority voting, special approval, dividend or other rights or preferences superior to the rights of the holders of

common stock;

•
prohibit stockholder action by written consent, which requires all stockholder actions to be taken at a meeting of our stockholders;

•
provide that our board of directors is expressly authorized to make, alter or repeal our amended and restated by-laws; and

•

establish advance notice requirements for nominations for elections to our board of directors or for proposing matters that can be acted upon by

stockholders at stockholder meetings.

These antitakeover provisions and other provisions under Delaware law may prevent new investors from influencing significant corporate decisions, could

discourage, delay or prevent a transaction involving a change-in-control, even if doing so would benefit our stockholders. These provisions could also

discourage proxy contests and make it more difficult for you and other stockholders to elect directors of your choosing and to cause us to take other

corporate actions you desire.



Special Note Regarding Forward-Looking Statements
SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS This prospectus, including the sections entitled “Prospectus Summary,” “Risk

Factors,” “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and “Business,” contains forward-looking statements

concerning our business, operations and financial performance and condition as well as our plans, objectives and expectations for our business operations

and financial performance and condition. Any statements that are not of historical facts may be deemed to be forward-looking statements. You can identify

these statements by words such as “aim,” “anticipate,” “assume,” “believe,” “could,” “due,” “estimate,” “expect,” “goal,” “intend,” “may,” “objective,” “plan,”

“potential,” “positioned,” “predict,” “should,” “target,” “will,” “would” and other similar expressions or words that convey uncertainty of future events or

outcomes to identify these forward-looking statements. These statements are not guarantees of future performance or development and involve known and

unknown risks, uncertainties and other factors that are in some cases beyond our control. All of our forward-looking statements are subject to risks and

uncertainties that may cause our actual results to differ materially from our expectations. Factors that may cause such differences include, but are not limited

to, the risks described under “Risk Factors,” including:

•
our ability to maintain or establish relationships with travel suppliers and OTAs;

•
our dependence on a single third party to provide our airfare query results;

•
our ability to remain competitive by continuing to innovate and provide tools and services that are useful to travelers;

•
competition from other travel companies;

•

impact on us of changes in general search engine algorithms of major search engines, such as Google, or termination of traffic-generating arrangements

with contextual travel search engines;

•
our ability to expand our business model beyond providing travelers with travel search results;

•
limitations on our ability to expand into and operate in international markets;

•
sensitivity of the leisure travel industry to general economic downturns and recessions, natural disasters and other natural phenomena;

•
our dependence upon key executive management or our ability to hire or retain additional personnel;

•
impact of litigation in which we currently are, or in the future may be, a party;

•
failure of our security measures to prevent internal or external security breaches of personal data processed, stored or used by us;

•
any significant disruption in service on our website or in our computer systems, which are currently hosted primarily by third-party providers;

•
governmental regulation and associated legal uncertainties;

•
our ability to adequately protect our intellectual property rights;

•

failure of our confidentiality agreements to effectively prevent disclosure of confidential information, including trade secrets, and to provide an

adequate remedy in the event of unauthorized disclosure of confidential information; and

•
increased strains on our resources of being a public company.

We derive many of our forward-looking statements from our own operating budgets and forecasts, which are based upon many detailed assumptions. While

we believe that our assumptions are reasonable, we caution that it is very difficult to predict the impact of known factors, and it is impossible for us to

anticipate all factors that could affect our actual results. Important factors that could cause actual results to differ materially from our expectations, or

cautionary statements, are disclosed under “Risk Factors” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in

this prospectus. All written and oral forward-looking statements attributable to us, or persons acting on our behalf, are expressly qualified in their entirety

by the cautionary statements contained in this prospectus as well as other cautionary statements that are made from time to time in our other SEC filings

and public communications. You should evaluate all forward-looking statements made in this prospectus in the context of these risks and uncertainties.

This prospectus also contains estimates and other statistical data made by independent parties and by us relating to market size and growth and other data

about our industry. We obtained the industry and market data in this prospectus from our own research as well as from industry and general publications,

surveys and studies conducted by third parties, some of which may not be publicly available. This data involves a number of assumptions and limitations

and contains projections and estimates of the future performance of the industries in which we operate that are subject to a high degree of uncertainty. We

caution you not to give undue weight to such projections, assumptions and estimates. While we believe that these publications, studies and surveys are

reliable, we have not independently verified the data contained in them.



Potential investors and other readers are urged to consider these factors carefully in evaluating the forward-looking statements and are cautioned not to

place undue reliance on the forward-looking statements. These forward-looking statements speak only as of the date of this prospectus. Unless required by

law, we do not intend to update or revise any forward-looking statements publicly to reflect new information or future events or otherwise. You should,

however, review the factors and risks we describe in the reports we will file from time to time with the SEC after the date of this prospectus. See “Where You

Can Find Additional Information.”

Use of Proceeds
USE OF PROCEEDS We estimate that the net proceeds we receive from this offering will be approximately $ million based on the assumed initial public

offering price of $ per share, which is the midpoint of the range included on the cover page of this prospectus, after deducting the estimated underwriting

discounts and commissions and estimated offering expenses payable by us. If the underwriters’ option to purchase additional shares in this offering from us

is exercised in full, our estimated net proceeds will be approximately $ million, after deducting the estimated underwriting discounts and commissions and

estimated offering expenses payable by us. The selling stockholders have granted to the underwriters an option to purchase up to an additional shares of

common stock, on a pro rata basis. We will not receive any proceeds from the sale of shares of our common stock by the selling stockholders. A $1.00

increase or decrease in the assumed initial public offering price of $ per share would increase or decrease the net proceeds we receive from this offering by

approximately $ million, assuming the number of shares offered by us as set forth on the cover page of this prospectus remains the same and after deducting

the estimated underwriter discounts and commissions and estimated offering expenses payable by us.

We expect to use the net proceeds for working capital and other general corporate purposes. We may also use a portion of the proceeds to expand our

current business through acquisitions or investments in other strategic businesses, products or technologies. We have no commitments with respect to any

such acquisitions or investments at this time. We will have broad discretion in the way we use the net proceeds, which will afford us significant flexibility to

pursue our business strategies.

We intend to invest the net proceeds in short- and intermediate-term interest-bearing obligations, investment-grade instruments, certificates of deposit or

guaranteed obligations of the U.S. government, pending their use as described above.

The primary purposes of this offering are to raise additional working capital, create a public market for our common stock for the benefit of our current

stockholders, allow us easier and quicker access to the public markets should we need more capital in the future, increase the profile and prestige of our

company with existing and possible future travelers, vendors and strategic partners and make our stock more valuable and attractive to our employees and

potential employees for compensation purposes.

Dividend Policy
DIVIDEND POLICY We have never declared or paid any cash dividends on our capital stock. We do not expect to pay dividends on our capital stock for the

foreseeable future. Instead, we anticipate that all of our earnings in the foreseeable future will be retained and used in the operation and growth of our

business. Any future determination to pay dividends will be at the discretion of our board of directors, subject to compliance with applicable law and any

contractual provisions, including under agreements for indebtedness that we may incur, that may restrict or limit our ability to pay dividends, and will

depend upon, among other factors, our results of operations, financial condition, capital requirements and other factors that our board of directors deems

relevant.

Capitalization
CAPITALIZATION The following table sets forth our cash and cash equivalents and capitalization at September 30, 2010:

•
on an actual basis;

•

on a pro forma basis to give effect to the conversion of all outstanding shares of our convertible preferred stock into 26,767,656 shares of our common

stock; and

•

on a pro forma as adjusted basis to reflect: (i) the pro forma basis conversions set forth above, (ii) the sale by us of shares of common stock in this

offering and our receipt of the estimated net proceeds from that sale, based on an assumed public offering price of $ per share, which is the midpoint of

the range set forth on the cover page of this prospectus, and after deducting estimated underwriting discounts and commissions and estimated offering

expenses payable by us and (iii) the filing of our restated certificate of incorporation which will occur prior to the closing of this offering.

Our capitalization following the completion of this offering will be adjusted based on the actual initial public offering price and other terms of this offering

determined at pricing. You should read this table together with our consolidated financial statements and the related notes appearing elsewhere in this

prospectus and the sections of this prospectus titled “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” “Use of

Proceeds” and “Selected Consolidated Financial and Operating Data.”

Actual

Pro

Forma

Pro

FormaasAdjusted



(unaudited)

(in thousands, except share andper share

amounts)

Cash and cash equivalents
$30,554

Convertible Preferred Stock(1):

Series A convertible preferred stock, $0.001 par value: 6,600,000 shares authorized, 6,600,000 shares

issued and outstanding, actual
$6,600

Series A-1 convertible preferred stock, $0.001 par value: 1,176,051 shares authorized, 1,176,051

shares issued and outstanding, actual 1,650

Series B convertible preferred stock, $0.001 par value: 4,989,308 shares authorized, 4,989,308 shares

issued and outstanding, actual
7,000

Series B-1 convertible preferred stock, $0.001 par value: 2,138,275 shares authorized, 2,138,275

shares issued or outstanding, actual 3,000

Series C convertible preferred stock, $0.001 par value: 3,897,084 shares authorized, 3,855,180 shares

issued or outstanding, actual 11,500

Series D convertible preferred stock, $0.001 par value: 8,075,666 shares authorized, 8,008,842 shares

issued and outstanding, actual
165,721

Total convertible preferred stock
$195,471

Actual

Pro

Forma

Pro

FormaasAdjusted

(unaudited)

(in thousands, except share andper share

amounts)

Stockholders’ Equity:

Common Stock, $0.001 par value: 45,000,000 shares authorized, 7,321,625 shares issued and outstanding,

actual; shares authorized, shares issued and outstanding, on a pro forma and pro forma as adjusted basis
$7

Additional paid-in capital
35,515

Accumulated other comprehensive income
1,503

Accumulated deficit
(4,443)

Total stockholders’ equity
$32,582

Total capitalization
$228,053

(1)

All convertible preferred stock assumes no shares authorized, no shares issued and no shares outstanding, on a pro forma and pro forma as adjusted

basis.

In the table above, the number of shares outstanding as of September 30, 2010 does not include:

•
6,862,226 shares issuable upon the exercise of options outstanding with a weighted average exercise price of approximately $7.19 per share;

•

715,451 shares reserved for issuance pursuant to future grants of awards under our Third Amended and Restated 2005 Equity Incentive Plan and 2011 Equity

Incentive Plan; and

•
103,904 shares issuable upon the exercise of outstanding warrants at a weighted average exercise price of approximately $13.57 per share.

Each $1.00 increase or decrease in the assumed initial public offering price of $ per share, the midpoint of the range set forth on the cover page of this

prospectus, would increase or decrease the amount of cash and cash equivalents by approximately $ million and total stockholders’ equity by approximately

$ million, assuming the number of shares offered by us as set forth on the cover page of this prospectus remains the same and after deducting the estimated

underwriting discounts and commissions and estimated expenses payable by us.

Dilution
DILUTION

Dilution is the amount by which the portion of the offering price paid by the purchasers of our common stock in this offering exceeds the net tangible book

value per share of our common stock after the offering.



If you invest in our common stock, you will be diluted to the extent the initial public offering price per share of our common stock exceeds the net tangible

book value per share of our common stock immediately after this offering. Our net tangible book value as of September 30, 2010 was approximately $

million, or $ per share of common stock. The net tangible book value per share represents the amount of our tangible net worth, or total tangible assets less

total liabilities, divided by shares of our common stock outstanding as of that date.

The pro forma net tangible book value of our common stock as of September 30, 2010 was approximately $ million, or $ per share. Pro forma net tangible

book value per share represents our total pro forma tangible assets less total pro forma liabilities, divided by the pro forma number of shares of common

stock outstanding as of September 30, 2010, in each case after giving effect to the conversion of all outstanding convertible preferred stock into common

stock.

The above information assumes no exercise of stock options or conversion of warrants outstanding as of September 30, 2010.

After giving effect to the issuance and sale of shares of our common stock to be sold by us in this offering and our receipt of the estimated net proceeds from

such sale, based on an assumed public offering price of $ per share, which is the midpoint of the range set forth on the cover page of this prospectus, and

after deducting the estimated underwriting discounts and commissions and the estimated expenses of the offering, our pro forma as adjusted net tangible

book value per share as of September 30, 2010 would have been approximately $ million, or $ per share. This amount represents an immediate increase in

pro forma as adjusted net tangible book value of $ per share to existing stockholders and immediate dilution in pro forma as adjusted net tangible book

value of $ per share to new investors purchasing shares of our common stock in this offering.

The following table illustrates the per share dilution to new investors purchasing shares of our common stock in this offering, without giving effect to the

over-allotment option granted to the underwriters:

Assumed initial public offering price per share
$

Net tangible book value per share at September 30, 2010, before giving effect to this offering
$

Increase per share attributable to conversion of convertible preferred stock and warrants

Pro forma net tangible book value before this offering

Increase in pro forma net tangible book value per share attributable to new investors purchasing shares in this offering
$

Pro forma as adjusted net tangible book value per share after giving effect to this offering
$

Dilution per share to new investors
$

A $1.00 increase (decrease) in the assumed initial public offering price of $ per share would increase (decrease) our pro forma as adjusted net tangible book

value by $ million, the pro forma as adjusted net tangible book value per share after this offering by $ and the dilution per share to new investors by $

assuming the number of shares offered by us, as set forth on the cover page of this prospectus, remains the same, and after deducting the estimated

underwriting discounts and commissions and estimated offering expenses payable by us.

The following table summarizes as of September 30, 2010, after giving effect to this offering:

•
the total number of shares of common stock purchased from us;

•

the total consideration paid to us before deducting estimated underwriting discounts and commissions payable by us of $ million and estimated offering

expenses of approximately $ million; and

•

the average price per share paid by existing stockholders and by new investors who purchase shares of common stock in this offering at the assumed initial

public offering price of $ per share.

Shares Purchased Total Consideration
Average

Price PerShareNumber Percent Amount Percent

Existing stockholders
$$

New investors

Total
100% 100%

The foregoing table does not reflect proceeds to be realized by existing stockholders in connection with the sales by them in this offering, options

outstanding under our stock option plans or stock options to be granted after the offering. Following the offering, there will be options outstanding with an

average exercise price of $ per share and warrants outstanding with an average exercise price of $ per share.

Selected Consolidated Financial and Operating Data
SELECTED CONSOLIDATED FINANCIAL AND OPERATING DATA The tables on the following pages set forth the consolidated financial and

operating data as of and for the periods indicated. The consolidated statements of operations data presented below for the years ended December 31, 2005

through 2009 and the balance sheet data as of the years then ended have been derived from our consolidated financial statements. Financial statements for

fiscal year 2005 and 2006 are not included in this prospectus. The consolidated statements of operations data for the nine-month periods ended September

30, 2009 and 2010 and the balance sheet data at September 30, 2010 are derived from our unaudited interim consolidated financial statements and include

all adjustments, consisting of normal and recurring adjustments that we consider necessary for a fair presentation of the financial position and results of



operations as of and for such periods. Operating results for the nine months ended September 30, 2010 are not necessarily indicative of the results that may

be expected for the full 2010 fiscal year. See “Risk Factors” and the notes to our consolidated financial statements. You should read the consolidated financial

data presented on the following pages in conjunction with our consolidated financial statements, the notes to our consolidated financial statements and

“Management’s Discussion and Analysis of Financial Condition and Results of Operations.”

Consolidated Statements of Operations Data:

(in thousands, except share and per share amounts)

Year ended December 31,

Nine months

ended September 30,

2005 2006 2007 2008 2009 2009 2010

Revenues
$3,270 $16,890 $48,444 $112,018 $112,698 $86,567 $128,280

Costs and expenses

Cost of revenues
954 2,073 4,990 13,120 10,156 8,071 7,227

Marketing
3,531 13,483 33,624 56,841 57,389 36,020 69,139

Technology
1,778 2,433 4,292 10,382 10,708 8,077 9,723

Personnel
2,742 4,691 8,131 19,150 22,638 16,469 20,987

General and administrative
1,043 1,303 2,046 5,440 6,446 4,562 6,134

Total costs and expenses
10,048 23,983 53,083 104,933 107,337 73,199 113,210

(Loss) income from operations
(6,778) (7,093) (4,639) 7,085 5,361 13,368 15,070

Other income (expense)
160 422 271 (1,569) (1,225) (1,350) 1,244

Income tax expense (benefit)
— — — 415 (2,776) 1,579 10,156

Net (loss) income
$(6,618) $(6,671) $(4,368) $5,101 $6,912 $10,439 $6,158

Net (loss) income per common share:

Basic
$(1.67) $(1.37) $(0.92) $0.05 $(0.43)

Diluted
$(1.67) $(1.37) $(0.92) $0.05 $(0.43)

Weighted average shares outstanding:

Basic
3,860,114 4,831,777 5,223,187 5,193,555 6,164,171

Diluted
3,860,114 4,831,777 5,223,187 5,193,555 6,164,171

Other Data:

Adjusted EBITDA(1)

$(6,223) $(5,558) $(1,415) $18,699 $16,188 $21,110 $25,178

Capital expenditures
$1,185 $1,029 $1,043 $986 $2,267 $1,939 $1,612

Queries(2)

NA 101,943 238,449 434,540 458,594 342,873 469,048

Consolidated Balance Sheet Data:

(in thousands)

December 31,
September 30,

20102005 2006 2007 2008 2009

Cash and cash equivalents
$3,162 $3,808 $25,061 $23,609 $15,950 $30,554

Working capital
3,332 11,754 27,984 38,453 36,019 50,866

Total assets
5,887 16,200 221,494 232,544 222,823 264,346

Long-term obligations(3) and redeemable preferred stock
15,250 29,853 225,578 220,413 196,552 200,058

Total stockholders’ (deficit) equity
(10,287) (16,205) (18,533) (6,135) 6,753 32,582

(1)

Adjusted Earnings Before Interest, Taxes, Depreciation and Amortization, or EBITDA, is a metric used by management to measure operating performance.

EBITDA represents net income before other income (expense), net, income tax expense and depreciation and amortization. Adjusted EBITDA represents EBITDA

excluding stock-based compensation expense. We present Adjusted EBITDA as a supplemental performance measure because we believe it facilitates operating

performance comparisons from period to period and company to company by backing out potential differences caused by variations in capital structures

(affecting other income (expense), net), tax positions (such as the impact on periods or companies of changes in effective tax rates), the age and book

depreciation of fixed assets (affecting relative depreciation expense), the impact of acquisitions and the impact of stock-based compensation expense.

Because Adjusted EBITDA facilitates internal comparisons of operating performance on a more consistent basis, we also use Adjusted EBITDA in measuring

our performance relative to that of our competitors. Adjusted EBITDA is not a measurement of our financial performance under GAAP and should not be

considered as an alternative to net income, operating income or any other performance measures derived in accordance with GAAP or as an alternative to

cash flow from operating activities as a measure of our profitability or liquidity. We understand that although Adjusted EBITDA is frequently used by

securities analysts, lenders and others in their evaluation of companies, Adjusted EBITDA has limitations as an analytical tool, and you should not

consider it in isolation, or as a substitute for analysis of our results as reported under GAAP. Some of these limitations are:



•
adjusted EBITDA does not reflect our cash expenditures or future requirements for capital expenditures or contractual commitments;

•
adjusted EBITDA does not reflect changes in, or cash requirements for, our working capital needs;

•

although depreciation is a non-cash charge, the assets being depreciated will often have to be replaced in the future, and Adjusted EBITDA does not

reflect any cash requirements for such replacements; and

•
other companies in our industry may calculate Adjusted EBITDA differently than we do, limiting its usefulness as a comparative measure.

The following table reconciles net income to Adjusted EBITDA for the periods presented and is unaudited:

Year ended December 31,

Nine months ended

September 30,

2005 2006 2007 2008 2009 2009 2010

Net (loss) income
$(6,618) $(6,671) $(4,368) $5,101 $6,912 $10,439 $6,158

Interest (income) expense
(160) (422) (209) 2,163 (121) (58) (83)

Income taxes
— — — 415 (2,776) 1,579 10,156

Depreciation and amortization
545 855 1,485 5,214 5,380 4,023 4,923

EBITDA
(6,233) (6,238) (3,092) 12,893 9,395 15,983 21,154

Stock-based compensation
10 680 1,739 6,400 5,447 3,719 5,185

Other (income) expense
— — (62) (594) 1,346 1,408 (1,161)

Adjusted EBITDA
$(6,223) $(5,558) $(1,415) $18,699 $16,188 $21,110 $25,178

(2) Queries refer to user requests for travel information we process through our websites and mobile applications.

(3) Long-term obligations includes current and long-term portions of debt, warrant liability and acquisition-related put liability.

Management’s Discussion and Analysis of Financial Condition and Results of Operations
MANAGEMENT’S DISCUSSION AND ANALYSIS OF

Financial Condition and Results of Operations
You should read the following discussion together with our consolidated financial statements and the related notes included elsewhere in this prospectus. This

discussion contains forward-looking statements about our business and operations. Our actual results may differ materially from those we currently anticipate as a

result of many factors, including those we describe under “Risk Factors” and elsewhere in this prospectus. See “Special Note Regarding Forward-Looking Statements.”

Overview

We are a technology-driven company committed to improving online travel. Cofounders of Expedia, Travelocity and Orbitz started KAYAK in 2004 to take

a different approach to online travel. Our websites and mobile applications enable people to easily research and compare accurate and relevant information

from hundreds of other travel websites in one comprehensive, fast and intuitive display. Once users find their desired flight, hotel or other travel product,

KAYAK sends them to their preferred travel supplier or OTA website to complete their purchase. We also provide travel management tools and services such

as flight status updates, pricing alerts and itinerary management.

How We Generate Revenues

KAYAK’s services are free for travelers. We earn revenues from both referrals to travel suppliers and OTAs (distribution revenues) and from advertising

placements on our websites and mobile applications (advertising revenues). On the distribution side, travel suppliers and OTAs either pay us a set cost per

click, or CPC, at the time of referral, or a fixed cost per acquisition, or CPA, if the user eventually completes the acquisition, or as a percentage of the

transaction value. We earn CPA and percentage of transaction revenues when people buy travel and the travel supplier or OTA pays us a set fee, in the case

of CPA, or percentage of the total price of the travel purchased.

Advertising revenues primarily come from payments for text-based sponsored links, graphical display advertisements and compare units. Compare units

allow travel suppliers and OTAs to launch their results in a separate window. Most of our advertisers pay us on a CPC basis or on a cost per thousand

impression basis, or CPM.

We generate a significant portion of our revenues from a few large customers. Orbitz accounted for 41.4% of total distribution revenues and 18.8% of total

revenues for the nine months ended September 30, 2010. Our contract with Orbitz expires on December 31, 2013. Expedia and its affiliates, including

Hotels.com and Hotwire, combined accounted for 45.6% of our advertising revenues and 24.9% of our total revenues for the nine months ended September

30, 2010. We have separate contracts with Expedia and each of its affiliates, each of which have varying terms and expiration dates. We also received 14.8%

of our advertising revenues and 8.1% of our total revenues from Google for the nine months ended September 30, 2010. Our contract with Google expires

on December 31, 2010, and we are currently in the process of negotiating renewal of this contract.



2010 Highlights and Trends

Revenue Growth

Our revenue for the nine months ended September 30, 2010 was $128 million, a 48.2% increase over the same period in the prior year. This increase in

revenue is primarily due to increased travel queries on our websites, which were up 36.8% over the same period. In addition, during this period, revenues per

query increased 8.3%. We attribute this increase to a combination of our marketing initiatives, more users buying travel products and improvements to our

platform. We believe that traffic and searches on our website will continue to increase in 2011 as more people learn about our websites and our brand.

Brand Marketing

We began investing in KAYAK brand advertising, including TV advertisements and billboards, in late 2009, and for the nine months ended September 30,

2010, we spent $28.9 million on these activities. We believe that this investment contributed significantly to our revenue growth. Brand awareness is an

important part of our growth strategy and we expect to continue to invest at this level or above in brand marketing in the foreseeable future.

Hotel Growth

We intend to expand our hotel offerings. For the nine months ended September 30, 2010, hotel queries accounted for 11.2% of our total queries, which was

higher than the 10.7% in the same period in the prior year. We believe that the number of consumer choices, combined with the predominately fixed nature

of hotel operating costs, results in a willingness of hoteliers to pay a premium for quality referrals and offers attractive opportunities for future growth.

International Expansion

Our revenues from international operations accounted for approximately 7% of our total revenue for the nine months ended September 30, 2010. We

acquired swoodoo in May 2010. As a result of our swoodoo acquisition, our international revenues more than doubled from approximately $2 million

during the three months ended September 2009 to approximately $4 million during the same period in 2010. We believe that this strategic acquisition will

strengthen our presence and team in Europe. While we expect our revenues from international operations to increase at a rate faster than our U.S.

operations, we do not expect our international operations to contribute to our profits in the near term as we plan to continue to invest in our international

team and brand.

Mobile Products

Queries conducted on our mobile applications accounted for 7.0% of our total queries for the nine months ended September 30, 2010. However, mobile

applications accounted for less than 1% of total revenues during that period. We believe mobile applications will continue to gain prominence, and we

expect to continue to commit resources to improve the features, functionality and commercialization of our mobile applications. We also believe over time

mobile applications will begin to contribute meaningful revenue to our business.

Cash and Debt

As of September 30, 2010, we had cash and cash equivalents and marketable securities of $34.4 million and no outstanding long- or short-term debt. Given

the recent financial turmoil and low interest rates, we hold most of our funds as cash and cash equivalents or marketable securities, and the rest is invested

in highly rated money market funds and commercial paper.

Results of Operations

Our results of operations as a percentage of revenue and period-over-period variances are discussed below. All dollars and query amounts are presented in

thousands.

Operating Metrics

Our operating results are affected by certain key metrics. These metrics help us to predict financial results and evaluate our business. These metrics consist

of queries and revenue per thousand queries.

Queries

Queries refer to user queries for travel information we process through our websites and mobile applications. Query metrics are used to understand and

predict historical and future fluctuations in revenues.

Revenue per Thousand Queries We use Revenue per Thousand Queries, or RPM, to measure how effectively we convert user queries to revenues. RPM is

calculated as total revenues divided by total thousand queries.

The revenue tables below detail our query volume and RPM for each of the periods presented.

Revenues

Nine months ended

September 30,

% increase2009 2010

(unaudited)

Distribution revenues
$39,091 $58,296 49.1%

% of total revenues
45.2% 45.4%

Advertising and other revenues
$47,476 $69,984 47.4%

% of total revenues
54.8% 54.6%



Total revenues
$86,567 $128,280 48.2%

Queries
342,873 469,048 36.8%

RPM
$252 $273 8.3%

Revenues for the nine months ended September 30, 2010 increased over the same period in 2009 primarily due to a 36.8% increase in website queries.

These additional queries accounted for $31.9 million of the $41.7 million increase. During the same period average revenues per query increased 8.3%,

primarily as a result of improved advertising sales. Our acquisition of swoodoo contributed $4.5 million to our revenues for the nine months ended

September 30, 2010.

Year ended December 31,
% increase

2007 to 2008

% increase

2008 to 20092007 2008 2009

Distribution revenues
$27,731 $55,668 $51,363 100.7% (7.7)%

% of total revenues
57.2% 49.7% 45.6%

Advertising and other revenues
$20,713 $56,350 $61,335 172.1% 8.8%

% of total revenues
42.8% 50.3% 54.4%

Total revenues
$48,444 $112,018 $112,698 131.2% 0.6%

Queries
238,449 434,540 458,594 82.2% 5.5%

RPM
$203 $258 $246 26.9% (4.7)%

Between 2008 and 2009, total queries increased 5.5% primarily due to an increase in self-directed traffic. Distribution revenues decreased primarily due to a

reduction in average revenue per query. We believe this reduction was a direct result of the loss of OTA booking fees and the recent economic downturn,

which led to lower airfares and hotel room rates. Since we earn a percentage of the total purchased price on certain types of transactions, we experienced

lower per transaction revenue in 2009 compared to 2008. During the same period, our advertising revenues increased. This growth was a result of increased

display advertising sales and higher volume of compare units.

Total revenues increased $63.6 million from 2007 to 2008, primarily a result of an 82.2% increase in total queries. The increase in queries was partially

attributable to our acquisition of SideStep, which was completed in December 2007, and partially attributable to an increase in self-directed traffic. Average

revenue per query increased 26.9% primarily due to an increase in compare units. Compare revenues increased $10.8 million in 2008 as compared to 2007.

In addition, we began offering display advertising for the first time in 2008, which contributed $5.3 million in revenues.

Cost of revenues

Cost of revenues consists of fees we pay to third parties to process airfare queries and costs associated with our advertising syndication activities. Our

syndication activities consisted of text-based advertisements on other websites in exchange for a portion of the total fees received from those

advertisements. We cancelled the majority of our advertising syndication contracts in April 2009 to focus on our core business, resulting in decreased cost of

revenues.

Nine months ended

September 30,

% (decrease)2009 2010

(unaudited)

Cost of revenues
$8,071 $7,227 (10.5)%

% of revenues
9.3% 5.6%

Our cost of revenues decreased for the nine months ended September 30, 2010 compared to the same period in 2009 due to the elimination of the

advertising syndication costs discussed above. These costs were $2.3 million for the nine months ended September 30, 2009.

Year ended December 31,
% increase

2007 to 2008

% (decrease)

2008 to 20092007 2008 2009

Cost of revenues
$4,990 $13,120 $10,156 163.0% (22.6)%

% of total revenues
10.3% 11.7% 9.0%

We experienced a decrease in our costs of revenues from 2008 to 2009 primarily due to lower airfare query costs of $1.7 million. We achieved these cost

savings by renegotiating rates with third party search technology providers to reflect our increased volume. Our discontinued advertising syndication

program contributed $3.5 million in 2008 and $2.3 million in 2009 to our cost of revenues.

Cost of revenues increased $8.1 million from 2007 to 2008 primarily due to a $4.3 million increase in airfare query costs associated with growth in overall

airfare queries. The remaining increase was due to a $3.5 million increase in revenue share payments associated with our advertising syndication program.

Marketing

Marketing consists of online marketing and brand marketing expense. Online marketing includes search engines fees, contextual advertising placements

and affiliate marketing. Other marketing includes affiliate expense, public relations cost and other general marketing costs. Under our affiliate marketing

program, we provide our services on affiliate websites and pay them a percentage of any revenues received from these services. Brand marketing expense



includes TV, billboards and display advertisements, and creative development fees.

Nine months ended

September 30,

% increase2009 2010

(unaudited)

Online marketing fees
$30,187 $32,483 7.6%

% of revenues
34.9% 25.3%

Brand marketing
$706 $28,877 *

% of revenues
0.8% 22.5%

Other marketing
$5,127 $7,779 51.7%

% of revenues
5.9% 6.1%

Total marketing expense
$36,020 $69,139 91.9%

% of revenues
41.6% 53.9%

* Amount is not meaningful.

Marketing expense for the nine months ended September 30, 2010 increased $33.1 million compared to the same period in 2009 primarily due to the

initial launch of our brand marketing campaign. We expect to continue to invest in brand marketing going forward, as we are focused on increasing

awareness of our brand and bringing more people to our websites and mobile applications.

Year ended December 31,
% increase

2007 to 2008

% increase

(decrease)2008 to 20092007 2008 2009

Online marketing fees
$28,844 $48,583 $35,813 68.4% (26.3)%

% of total revenues
59.5% 43.4% 31.8%

Brand marketing
$42 $0 $15,418 * *

% of total revenues
* * 13.7%

Other marketing
$4,738 $8,258 $6,158 74.3% (25.4)%

% of total revenues
9.8% 7.4% 5.5%

Total marketing expense
$33,624 $56,841 $57,389 69.0% 1.0%

% of total revenues
69.4% 50.7% 50.9%

* Amount is not meaningful.

During the second half of 2009, we redesigned our landing pages to drive a greater number of queries on our websites, resulting in higher distribution

revenue and lower online marketing cost per query. During this period, we significantly reduced our online marketing activities, resulting in lower online

search fees of approximately $12.8 million for 2009, or a 26.3% decrease from the prior year. Also in November and December of 2009, our new

investments in brand marketing resulted in a $15.4 million increase to our marketing expense.

From 2007 to 2008, marketing expense increased $23.2 million. Of this increase, $19.7 million was due to additional online marketing expense. In addition,

other marketing expense increased $3.5 million, most of which was due to a $2.8 million increase in traffic acquisition costs related to our affiliate program.

Technology

Technology consists primarily of operation of our data centers as well as certain depreciation and amortization expense. In addition, we also categorize

minor hardware and software purchases, equipment support and third-party technology consulting or services as technology costs.

Nine months ended

September 30,

% increase2009 2010

(unaudited)

Technology
$8,077 $9,723 20.4%

% of revenues
9.3% 7.6%

The inclusion of swoodoo in our overall results from May 2010 forward accounted for $0.6 million of the total $1.6 million increase in technology costs for

the nine months ended September 30, 2010 compared to the same period in 2009. The remainder is due mostly to higher data center costs of $0.5 million.

Year ended December 31,
% increase

2007 to 2008

% increase

2008 to 20092007 2008 2009

Technology
$4,292 $10,382 $10,708 141.9% 3.1%

% of total revenues
8.9% 9.3% 9.5%



Our technology costs remained relatively consistent between 2009 and 2008. However, technology costs increased $6.1 million between 2007 and 2008.

This was caused primarily by a $2.3 million increase in our data center costs and a $3.1 million increase in depreciation and amortization related to certain

assets acquired from SideStep.

Personnel

Personnel costs consist of wages and benefits paid to our employees, stock-based compensation charges and payroll taxes and recruiting costs. Stock-based

compensation is a significant portion of our wage and benefit structure and generally increases as we hire additional people. Many other factors can impact

the total stock-based compensation expense, including the strike price, volatility and expected life of the options, among other things. Please see the notes to

our consolidated financial statements included elsewhere in this prospectus for more information on our stock options. In October 2010, we issued

approximately two million options to existing employees and as such, expect stock-based compensation expense to increase significantly as those options

vest over the next four years.

Nine months ended

September 30,

% increase2009 2010

(unaudited)

Salaries, benefits and taxes
$12,750 $15,802 23.9%

% of total revenues
14.7% 12.3%

Stock-based compensation
$3,719 $5,185 39.6%

% of total revenues
4.3% 4.0%

Total personnel expense
$16,469 $20,987 27.4%

% of total revenues
19.0% 16.4%

Salaries, benefits and taxes increased primarily due to an increase of 38 employees between September 2009 and September 2010. Stock-based

compensation increased in the nine months ended September 30, 2010 compared to the same period in 2009, due to the grant of 1,595,000 additional

common stock options at a weighted average fair value of $6.41 per share.

Year ended December 31,
% increase

2007 to 2008

% increase

2008 to 20092007 2008 2009

Salaries, benefits and taxes
$6,392 $12,750 $17,479 110.1% 17.7%

% of total revenues
13.2% 11.4% 15.5%

Stock-based compensation
$1,739 $6,400 $5,159 303.8% 19.9%

% of total revenues
3.6% 5.7% 4.6%

Total personnel
$8,131 $19,150 $22,638 135.5% 18.2%

% of total revenues
16.8% 17.1% 20.1%

Salaries, benefits and taxes increased from 2008 to 2009 primarily due to an increase of 26 employees. Stock-based compensation increased in the year

ended December 31, 2009 compared to the same period in 2008, due to the grant of 3,269,000 additional common stock options at a weighted average fair

value of $4.21 per share.

Salaries, benefits and taxes increased from 2007 to 2008 primarily due to an increase of 34 employees. Stock-based compensation increased in the year

ended December 31, 2008 compared to the same period in 2007, due to the grant of 2,483,000 additional common stock options at a weighted average fair

value of $6.54 per share.

General and administrative

All other operating costs are classified as general and administrative costs. The largest items in this category of expenses are legal and accounting fees, bad

debt expense and facilities expenses. In 2009 general and administrative costs also included $0.3 million of stock-based compensation expense.

Nine months ended

September 30,

% increase2009 2010

(unaudited)

General and administrative
$4,562 $6,134 34.5%

% of revenues
5.3% 4.8%

General and administrative expenses increased $1.6 million for the nine months ended September 30, 2010 compared to the same period in 2009 due to

$0.5 million in acquisition related expenses and $0.5 million in higher legal and accounting fees.

Year ended December 31,
% increase

2007 to 2008

% increase

2008 to 20092007 2008 2009

General and administrative
$2,046 $5,440 $6,446 165.9% 18.5%



% of total revenues
4.2% 4.9% 5.7%

General and administrative costs increased $1.0 million between 2008 and 2009 due to a $0.5 million increase in bad debt expense related to several

smaller customers, and a $0.4 million increase in facilities expenses due to the adding more space to accommodate our additional employees.

General and administrative costs increased $3.4 million between 2007 and 2008 primarily due to $1.0 million in increased legal and accounting fees, $0.6

million in higher facilities expense and $0.7 million of amortization expense following our acquisition of SideStep.

Other income (expense)

During the nine months ended September 30, 2010, we recorded a gain of $0.8 million related to our obligation to buy back shares of our common stock

issued in connection with our acquisition of swoodoo. In addition, we realized a gain of $0.5 million related to the sale of the TravelPost assets. We incurred

a $1.0 million loss on the early extinguishment of debt during the nine months ended September 30, 2009.

From December 2007 to January 2009, we had outstanding debt on which we paid interest. We paid off our debt and all accrued interest in January 2009,

and we do not expect to issue debt in the near term. We incurred interest expense of $0.2 million, $2.8 million and $0.3 million in each of 2007, 2008 and

2009, respectively.

Income tax expense (benefit)

Prior to December 31, 2009, we recorded a full valuation allowance against our net tax assets, which consisted primarily of net operating loss carryforwards,

due to the uncertainty of our ability to realize those assets. As such, we had nominal income tax expense. On December 31, 2009, we determined that it was

more likely than not that we would be able to realize these assets and reversed the valuation allowance, resulting in a tax benefit for that year. For the nine

months ended September 30, 2010, we incurred income tax expense of $10.2 million, giving us an effective tax rate of 62%. The primary differences

between the statutory rate and our effective tax rate include stock compensation from incentive stock options, state tax expense and gain realized on the sale

of certain intangibles. Absent any significant changes in our business, we anticipate that our effective tax rate to gradually decrease in future periods.

Quarterly Financial Data/Seasonality

The following table presents consolidated financial data for each of the seven quarters in 2009 and 2010. The operating results are not necessarily

indicative of the results for any subsequent quarter.

2009 Quarters ended 2010 Quarters ended

Mar 31 June 30 Sept 30 Dec 31 Mar 31 June 30 Sept 30

Revenues
$30,732 $29,253 $26,582 $26,131 $36,745 $43,721 $47,814

Costs and expenses:

Cost of revenues
3,655 2,496 1,920 2,085 2,575 2,303 2,349

Marketing
13,638 12,519 9,863 21,369 23,809 21,963 23,367

Technology
2,626 2,707 2,744 2,631 2,813 3,380 3,530

Personnel
5,363 5,534 5,572 6,169 6,615 7,101 7,271

General and administrative
1,570 1,575 1,417 1,884 1,570 2,009 2,555

Operating income
$3,880 $4,422 $5,066 $(8,007) $(637) $6,965 $8,742

Seasonal factors cause our profitability to fluctuate from quarter to quarter. Historically, our highest revenue quarters are the second and third quarters due

to the fact that high travel seasons fall in these quarters. However, recent macroeconomic conditions and our rapid growth masked the cyclicality and

seasonality of our business during 2009 and 2010. Additionally, our brand marketing expense fluctuates by quarter and we invest in advance of high travel

seasons with our lightest spend in the third quarter. As a result of the above two factors, our operating income is typically highest in the second and third

quarters.

Acquisitions

In May 2010, in an effort to expand our European operations, we acquired all of the outstanding stated share capital of swoodoo in exchange for $9.5

million and 825,000 shares of our common stock. Upon the occurrence of certain events, including the closing of this offering, during the 30 business days

following our giving notice of such event we will be obligated, at a holder’s request, to repurchase any or all of the shares owned by such holder at a price of

€13.33 per share. In December 2007, in an effort to expand our U.S. operations, we acquired all of the outstanding stock of SideStep for cash consideration

of $175.6 million.

Liquidity and Capital Resources

Summary Consolidated Cash Flow Data

(in thousands)

Year ended December 31,

Nine months ended

September 30,

2007 2008 2009 2009 2010

Operating cash flows
$(1,886) $12,879 $12,616 $16,337 $16,287



Investing cash flows
(172,443) (9,160) 6,964 8,346 (7,164)

Financing cash flows
195,582 (5,171) (27,239) (27,409) 5,323

We have funded our operations during the past five years primarily from the issuance of equity securities and cash flows from operations and, to a lesser

extent, from the issuance of debt securities. In the first years of our history, we relied on cash provided from the sale of shares of our convertible preferred

stock to fund our operations and raised $29.8 million prior to 2007. In 2007, we raised another $165.7 million through the sale of preferred stock to fund

our acquisition of SideStep.

As of September 30, 2010, we had cash and cash equivalents and marketable securities of $34.4 million that we expect to utilize, along with operating cash

flows, to fund brand marketing, expansion in Europe and general corporate purposes. Our operations currently provide us with most of our liquidity needs,

and at this time we have nominal capital expenditure requirements. We believe that cash from operations, together with our cash and short-term investment

balance and the proceeds of this offering, will be enough to meet ongoing capital expenditures, working capital requirements and other capital needs over at

least the next 12 months.

We use our cash to fund our operations, make capital expenditures and acquire complementary businesses from time to time.

In December 2007, we entered into a $20.0 million senior term loan with Silicon Valley Bank and an aggregate of $10.0 million of subordinated term loans

with Silicon Valley Bank and Gold Hill Capital. These loans were repaid during 2009.

In connection with our acquisition of swoodoo, we issued 825,000 shares of our common stock. Upon the occurrence of certain events, including the closing

of this offering, during the 30 business days following our giving notice of such event we will be obligated, at a holder’s request, to repurchase any or all of

the shares owned by such holder at a price of €13.33 per share. Please see “Management’s Discussion and Analysis of Financial Condition and Results of

Operations—Acquisitions” for further discussion of our swoodoo acquisition.

Our liquidity could be negatively affected by a decrease in demand for our products and services. In addition, we may make acquisitions complementary to

our business and may need to raise additional capital through future debt or equity financing to provide for greater flexibility to fund any such acquisitions.

Additional financing may not be available at all or on terms favorable to us.

Contractual Obligations

Our contractual obligations as of December 31, 2009 were as follows:

Amounts due by period

(in thousands)

Total

Less than

1 year

1-3

years

3-5

years

More than

5 years

Operating lease obligations
$5,044 $1,366 $1,966 $1,232 $480

Content licensing and technology agreements
$14,631 $7,431 $7,200 $— $—

Total contractual cash obligations
$19,675 $8,797 $9,166 $1,232 $480

We lease our office and data center facilities under noncancelable leases that expire at various points through January 2016. See “Business—Facilities” for

further discussion of our leased premises. We are also responsible for certain real estate taxes, utilities and maintenance costs on our office facilities. In

addition, we have various content licensing and technology agreements that, if renewed, will continue to incur costs in future periods.

Off-Balance Sheet Obligations

We had no off-balance sheet obligations as of September 30, 2010.

Critical Accounting Policies and Estimates

We prepare our Consolidated Financial Statements in accordance with accounting principles generally accepted in the U.S. To do so we make estimates and

assumptions that affect our reported amounts of assets, liabilities, revenues and expenses, as well as related disclosure of contingent assets and liabilities. In

some cases, we could reasonably have used different accounting policies and estimates. In addition, changes in the accounting estimates are reasonably likely

to occur from period to period. Accordingly, actual results could differ materially from our estimates. To the extent that there are material differences

between these estimates and actual results, our financial condition or results of operations will be affected. We base our estimates on past experience and

other assumptions that we believe are reasonable under the circumstances, and we evaluate these estimates on an ongoing basis. We describe our significant

accounting policies in Note 2 of our consolidated financial statements found elsewhere in this prospectus. We believe the following critical accounting

estimates are the most significant areas of judgments and estimates used to prepare our financial statements.

Revenue Recognition

We generate revenue when we refer a user to a third-party website, either through our query results or through advertising placements on our websites. We

recognize revenue upon completion of the referral, provided that our fees are fixed and determinable, there is persuasive evidence of the arrangement and

collection is reasonably assured, as follows:

Distribution Revenues. Revenues are recognized either when a user clicks on a link that refers them to a third-party provider or when the user completes a

purchase with the third party provider, depending on terms of the contract. For certain hotels and car rental companies revenue is not earned until the user

consumes the travel, in which case we recognize the revenue when notified of the amount earned by the provider or when cash is received.



Advertising Revenues. Revenues are recognized when a user clicks on an advertisement that a customer has placed on our website or when we display an

advertiser’s advertisement within our query results, regardless of whether the user clicks on the advertisement.

Stock-Based Compensation

Our stock-based compensation expense is estimated at the grant date based on an award’s fair value as calculated by the Black-Scholes option-pricing model

and is recognized as expense over the requisite service period. The Black-Scholes model requires various highly judgmental assumptions including expected

volatility and option life. If any of the assumptions used in the Black-Scholes model changes significantly, stock-based compensation expense may differ

materially in the future from that recorded in the current period. In addition, we are required to estimate the expected forfeiture rate and only recognize

expense for those shares expected to vest. We estimate the forfeiture rate based on historical experience. To the extent our actual forfeiture rate is different

from our estimate, stock-based compensation expense is adjusted accordingly. Please see Note 14 to our consolidated financial statements found elsewhere

in this prospectus for further information regarding our stock-based compensation.

Common Stock Valuations

For all option grants, the fair value of the common stock underlying the option grants was determined by our board of directors, with the assistance of

management. The board of directors and management intended all options granted to be exercisable at a price per share not less than the per share fair

value of our common stock underlying those options on the date of grant.

To make our estimates, we utilize guidance set forth in the 2004 AICPA Practice Aid, Valuation of Privately-Held Company Equity Securities Issued as

Compensation, or the AICPA Guide. We recognize that the value of our stock changes between valuations and as such, consider other factors when

determining the fair value of our stock for the purposes of determining stock compensation expense, such as:

Sales of our Common Stock. Sales of our common stock can be a strong indicator of the value of our stock, but do not necessarily determine the value. We

consider the volume of shares sold in the transaction, the circumstances of the sale and the sophistication and independence of the buyer in order to

determine whether or not the sale indicates a new fair value of our common stock.

Sales of our Convertible Preferred Stock. Sales of our convertible preferred stock can assist in estimating the fair value of our common stock. In order to

determine the fair value of common after a sale of convertible preferred stock, we consider the volume of shares sold, circumstances of the sale,

independence of the buyers and the value of the preferential rights associated with the class of convertible preferred stock sold.

Specific Events at KAYAK. In addition to the above factors, we consider significant events at KAYAK that may have impacted our value, such as launch of a

new product, signing a significant new customer, significant change in management team, etc.

The following sets forth our option grants over the last two years and discusses our methodology to determine the fair value of our common stock at each

grant date.

In 2009, we issued options to purchase shares of our common stock at the following exercise prices:

Grant Date
Options Granted Exercise Price

Fair Value of

Common Stock Intrinsic Value

February 26, 2009
265,000 $15.50 $7.50 $—

May 19, 2009
535,000 $7.50 $7.50 $—

July 7, 2009
2,044,000 $7.50 $7.50 $—

July 22, 2009
170,000 $7.50 $7.50 $—

November 13, 2009
255,000 $7.50 $11.29 $3.79

In February 2009, the board of directors determined the fair value of our common stock to be $15.50 based on the last sale of 626,664 shares of our

common stock to an independent third party in April 2008. The purchaser of the stock was a sophisticated investor with no previous ownership in our

company and which performed adequate due diligence to determine a fair value of $15.50 per share. There were no other significant transactions in our

stock from April 2008 to February 2009 and as a result, the board of directors believed that this sale best represented the fair value of our common stock on

that date. There was no significant change in our operating results or forecasts during this time period.

In early 2009, we estimated the fair value of our common stock as of December 31, 2008 using the market approach and the income approach, in order to

assist the board of directors in assigning an exercise price to future stock grants. We believe both of these approaches were appropriate methodologies given

our stage of development at that time. For the market approach, we utilized the guideline company method by analyzing a population of comparable

companies and selected those technology companies that we considered to be the most comparable to us in terms of product offerings, revenues, margins

and growth. We then used these guideline companies to develop relevant market multiples and ratios, which were applied to our corresponding financial

metrics to estimate our total enterprise value. We relied on the following key assumptions for the market approach:

•
our projected revenues determined as of the valuation date based on our estimates; and

•
multiples of market value to expected future revenues, determined as of the valuation date, based on a group of comparable public companies.

For the income approach, we performed discounted cash flow analyses which utilized projected cash flows as well as a residual value, which were then

discounted to the present value in order to arrive at our current equity value to arrive at an enterprise value. We relied on the following key assumptions for

the income approach in addition to the management projections discussed above:



•
discount rate applied to forecasted future cash flows to calculate the present value of those cash flows; and

•
terminal value multiple applied to our last year of forecasted cash flows to calculate the residual value of our future cash flows.

In determining our enterprise value, we applied equal weighting to market and income approaches, as the indicated equity value under the scenarios was

reasonably similar. In allocating the total enterprise value between preferred and common stock, we considered the liquidation preferences of the preferred

stockholders and utilized the option-pricing method, or OPM, for calculating a range of values for the common stock, based on the likelihood of various

liquidity scenarios. The OPM utilized a volatility factor of 80% based on the peer group above and applied a lack of marketability discount of 20%. We

assumed a 30% likelihood of an initial public offering within one year, 10% likelihood of a strategic sale and 60% likelihood of remaining as a private

company, which produced an indicated value of our common stock of $6.50—$8.48. We then chose the midpoint of the range to arrive at a common stock

value of $7.50. This value was significantly lower than our last indicated value due to an overall decrease in public company comparable multiples of 50%, as

well as to our lowered forecasted revenues and cash flows as a result of the poor economy.

Based on the results of the appraisal, the board of directors determined that the fair value of our common stock was $7.50 per share. There were no

significant transactions involving our common stock or convertible preferred stock during 2009.

During the fourth quarter of 2009, we increased our forecasted revenue and cash flows due to a strengthening in our results. Accordingly, we performed an

updated valuation of our company as of October 31, 2009. This valuation again calculated an overall enterprise value, but relied on the income approach to

calculate the value, as we believed that it best considered our expected high growth and profitability. The market approach was used to validate the results of

the income approach, but no weight was assigned to it. In performing our calculations, we relied upon the methodologies described above as of October 31,

2009, however, with respect to our application of the market approach we used a multiple of projected EBITDA instead of revenues due to our recent

demonstration of profitability.

The enterprise value was then allocated to the various classes of our stock using the OPM and applying a 70% volatility factor and 40% likelihood of an

initial public offering within 12 months. We then applied a 20% discount to the value due to lack of marketability to arrive at an estimated fair value of our

common stock of $11.29, which the board used to determine the exercise price of future stock option grants.

In 2010, we issued options to purchase shares of our common stock at the following exercise prices:

Grant Date
Options Granted Exercise Price

Fair Value of

Common Stock Intrinsic Value

February 11, 2010
315,000 $11.29 $11.29 $—

April 29, 2010
1,075,000 $13.00 $13.00 $—

July 22, 2010
205,000 $13.00 $14.82 $1.82

October 7, 2010
140,000 $14.82

October 20, 2010
2,079,590 $14.82

October 21, 2010
40,000 $15.50

November 15, 2010
110,000 $16.50

On March 22, 2010, an independent third party investor purchased 769,230 shares of common stock (2.32% of outstanding common equivalents at that

time) from existing investors at a price of $13.00 per share. The investor is an institutional investor who previously had no shares in KAYAK and who

conducted appropriate due diligence. There were no other significant transactions involving our common stock or convertible preferred stock or significant

changes to our business between March 22, 2010 and July 22, 2010. The board of directors concluded that this transaction established the fair value of our

common stock which was the best representation of our common stock value at April 29, 2010 and July 22, 2010.

We prepared a revised valuation as of July 31, 2010 and utilized the probability weighted expected return method, or PWERM, approach to allocate value to

our common shares. The PWERM approach employs various market approach and income approach calculations depending upon the likelihood of a given

liquidation scenario and we believed it to be appropriate given our preparations for an initial public offering. We assumed that there was a 40% likelihood of

an initial public offering by mid-May 2011, a 30% probability of a strategic sale and 30% likelihood of remaining a private company. We calculated values

under each scenario using financial projections as of July 31, 2010 as follows:

Initial Public Offering:

•
utilized the market approach using the same peer group for comparison as in the October 31, 2009 valuation;

•
applied a one-year forward multiple to projected revenues determined as of the valuation date;

•
arrived at an implied share price of $25.81 assuming conversion of all convertible preferred stock to common stock; and

•

applied a discount for lack of marketability of shares of 17% and discounted the value back to present value using a discount rate of 22% to arrive at a

per share price of $18.42.

Strategic Sale:



•
utilized the market approach using the same peer group for comparison as in the October 31, 2009 valuation;

•
applied a multiple to trailing twelve months revenue based on recent representative transactions;

•

arrived at an implied enterprise value at the sale and allocated value to various classes of stock based on whether we believed those shares would convert

to common stock or remain as convertible preferred stock; and

•

applied a discount for lack of liquidity of 3% and discounted the value back to present value using a discount rate of 22% to arrive at a price per common

share of $14.72.

Remain as Private Company:

•
utilized the income approach and a discount rate of 22% to calculate the present value of expected future cash flows to arrive at an enterprise value; and

•

allocated the enterprise value to various classes of shares using the OPM model using a volatility of 48.68% and applied a discount for lack of

marketability of 33% to arrive at a price per common share of $10.11.

We then applied the probabilities of each liquidity scenario to their respective price per common share to arrive at a value per common share of $14.82.

The board of directors approved the issuance of options to purchase our common stock on September 17, 2010 using the fair value established by our

valuation. The number of options approved exceeded the amount of available shares in our pool and as a result, we could not grant the options until the pool

was increased. Because of the delay in communicating the grants to our employees, the options had a grant date of October 20, 2010. Because the grant date

was so much later than the date at which the options were approved and because the possibility of an initial public offering or other liquidity event was

increasingly likely, we determined that we should obtain a revised independent appraisal as of the grant date, which valuation is currently in process.

Income Taxes

We are subject to income taxes in the U.S. and some foreign jurisdictions. Significant judgment is required in evaluating our uncertain tax positions,

evaluating the realizability of our net deferred tax assets and determining our provision for income taxes. Although we do not believe that we have any

uncertain tax positions, no assurance can be given that the final tax outcome will be consistent with our estimates.

Realization of the future tax benefits depends on many factors, including our ability to continue to generate taxable income within the net operating loss

carryforward period. Prior to 2009, we did not have sufficient history of generating taxable income to support the assumption that it was more likely than

not that future tax benefits would be realized and as such, a full valuation reserve was recorded against the net deferred tax asset. In 2009, based on

historical and expected operating results, we determined that it was more likely than not that future tax benefits would be realized and released the

valuation allowance of $3.9 million.

Our effective tax rates have differed from the statutory rate primarily due to the impact of state taxes, certain benefits realized related to stock option

activities and an increase or decrease in our valuation reserve. Our effective tax rate was 62% for the nine months ended September 30, 2010.

Acquisitions

We account for acquisitions using the purchase method of accounting. In each case, we allocated the purchase price to the assets acquired, including

intangible assets and liabilities assumed, based on estimated fair values at the date of the acquisition.

Recoverability of Intangible Assets, Including Goodwill

Long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of the asset may not be

recoverable. When such events occur, we compare the carrying amounts of the assets to their undiscounted expected future cash flows. If this comparison

indicates that there is impairment, the amount of the impairment is calculated as the difference between the carrying value and fair value. To date, no such

impairments have been recognized. Goodwill is tested for impairment at least annually and whenever events or changes in circumstances indicate that

goodwill may be impaired. Goodwill represents the excess of the cost of acquired business over the fair value of the assets acquired at the date of acquisition.

There was no impairment of goodwill in 2009 or 2008. Our goodwill is not deductible for tax purposes.

Quantitative and Qualitative Disclosures about Market Risk

We are exposed to market risks in the ordinary course of our business. These risks primarily consist of foreign exchange and interest rate risks.

Foreign Exchange Risk

We transact business in various foreign currencies and have some international revenues and costs which are denominated in foreign currencies. This

exposes us to foreign currency risk. At this time, our exposure is immaterial, given that the vast majority of our transactions, income and expenses are in U.S.

dollars. If exchange rates were to fluctuate significantly, we would see higher gains or losses from transactions in the “Other income (expense)” line of our

statement of operations, and larger cumulative translation adjustments in the comprehensive “Other Income” category of our consolidated statement of

operations. The volatility of exchange rate is dependent on many factors that we cannot forecast with reliable accuracy. At this time we do not, but we may in

the future, enter into derivatives or other financial instruments in an attempt to hedge our foreign currency exchange risk. It is difficult to predict the impact

hedging activities would have on our results of operations.



Interest Rate Risk

We invest our excess cash primarily in highly liquid debt instruments of the U.S. government and its agencies, municipalities in the U.S., debt instruments

issued by foreign governments, time deposits, money market and other funds, and corporate debt securities. By policy, we limit the amount of credit

exposure to any one issuer.

Investments in both fixed rate and floating rate interest earning securities carry a degree of interest rate risk. Fixed rate securities may have their fair market

value adversely impacted due to a rise in interest rates, while floating rate securities may produce less income than predicted if interest rates fall. Due in part

to these factors, our income from investments may decrease in the future.

Business
BUSINESS

Overview

We are a technology-driven company committed to improving online travel. Cofounders of Expedia, Travelocity and Orbitz started KAYAK in 2004 to take

a different approach. Our websites and mobile applications enable people to easily research and compare accurate and relevant information from hundreds

of other travel websites in one comprehensive, fast and intuitive display. We also provide travel management tools and services such as flight status updates,

pricing alerts and itinerary management. Once users find their desired flight, hotel or other travel products, KAYAK sends them to their preferred travel

supplier or OTA website to complete their purchase.

KAYAK’s services are free for travelers. We offer travel suppliers and OTAs an efficient channel to sell their products and services to a highly targeted

audience focused on purchasing travel. We earn revenues from both referrals to travel suppliers and OTAs, or distribution revenues, and from a variety of

advertising placements on our websites and mobile applications, or advertising revenues.

Since our commercial launch in 2005, KAYAK has experienced significant growth:

•

For the nine months ended September 30, 2010, we generated $128 million of revenues, representing year-over-year growth of 48%. For the quarter ended

September 30, 2010, we generated $48 million of revenues, representing year-over-year growth of 80%;

•

For the nine months ended September 30, 2010, we processed more than 469 million user queries for travel information, representing year-over-year growth

of 37%. For the quarter ended September 30, 2010, our quarter-over-quarter query volume increased 50% compared to the same period in 2009; and

•

KAYAK mobile applications have been downloaded nearly four million times since their introduction in March 2009. For the quarter ended September 30, 2010,

we had over one million downloads, representing growth of 152% compared to the same period in 2009.

As of October 31, 2010, we had 140 employees, and we had local websites in 14 countries outside the U.S., including the United Kingdom, Germany, France,

Spain, Italy and India.

Our Industry

Market Opportunity

As a distribution and advertising platform, we participate in both the online travel market and the online travel advertising market.

Online Travel: A Large and Growing Market The travel industry in the U.S., Europe and Asia Pacific accounted for $723 billion in global expenditures in

2009, and is projected to increase at a 3% CAGR through 2011. Online leisure and unmanaged business travel spend, or online travel spend, was

approximately $216 billion of this amount, or 30%, with this category increasing at a 17% CAGR between 2005 and 2009. We believe that travel, with its

research and information intensive nature, real-time pricing, electronic fulfillment capabilities and thousands of travel options, is well-suited for the online

channel. Currently, online travel represents the largest category of e-commerce, with total sales exceeding the combined total of electronics, books, software,

appliances and collectibles. Online travel spend is projected to increase at a 10% CAGR from 2009 through 2011, growing to represent 34% of total travel

purchases in 2011.

The online travel industry is composed of thousands of travel supplier and OTA websites, which compete for travel bookings. In 2009, travel supplier

websites accounted for 63% of total online travel bookings, and the remaining 37% was provided by OTAs.

The Global Opportunity In the U.S., the online travel market increased at an 8% CAGR from 2005 through 2009, reaching $88 billion in 2009, which was

38% of total U.S. travel spend. The U.S. online travel market is projected to grow at a 6% CAGR through 2011.

In Europe, the online travel market grew at a 26% CAGR from 2005 through 2009, reaching $92 billion in 2009, which was 32% of total European travel

spend. The European online travel market is projected to grow at an 8% CAGR through 2011. The U.K., France and Germany collectively represent 67% of

the overall European online travel market.

In Asia, the online travel market grew at a 22% CAGR from 2005 through 2009, reaching $36 billion in 2009, which represented 18% of total Asian travel

spend. As Internet usage, broadband adoption and online payment capabilities continue to rapidly increase, the Asian online travel market is projected to

grow at 25% CAGR from 2009 through 2011.

Key Online Travel Products The two largest categories of online travel are airline ticket sales and hotel bookings. In 2009, airline ticket sales represented 52%

of total online travel purchases, followed by hotel bookings at 25%.



Airline tickets are the most common travel product researched and purchased online, with global online sales reaching 36% of overall global airline ticket

sales in 2009. Online airfare sales are projected to grow at a 9% CAGR from 2009 through 2011. There are hundreds of airlines in operation, and the large

choice of flight combinations and pricing options, highly variable real-time pricing and the advent of e-ticketing make flights well suited to online research

and purchasing. We believe that the combination of choice and variability leads to a lack of confidence among users in the accuracy and comprehensiveness

of flight data. Users often search for flights multiple times and on multiple travel websites.

Hotel bookings are the fastest growing online travel category. Online hotel bookings are projected to grow at a 12% CAGR from 2009 through 2011.

Additionally, only 22% of 2009 hotel bookings occurred online. The hotel market is a highly fragmented travel category, with hundreds of thousands of

properties worldwide. This often leaves potential travelers with hundreds of properties to choose from in any given city. Given the significant differentiation

among hotels, travelers will typically spend considerable time online researching a hotel stay, making hotel bookings highly suitable for the online channel.

We believe that the number of consumer choices combined with the predominately fixed nature of hotel operating costs, results in a willingness of hoteliers

to pay a premium for quality referrals.

Online Travel Advertising: A Large Opportunity to Grow Share of Total Advertising Spend Online advertising is a large and growing market. The combined

online and offline advertising spend for all products and services in 2009 was $559 billion. Of this amount, $58 billion, or 11%, was spent online.

Furthermore, for the period from 2009 through 2014, online advertising is projected to grow at a 15% CAGR, as compared to the 4% CAGR projected for

combined online and offline advertising.

Travel represents one of the largest advertising categories, with advertisers spending $29 billion globally on travel-related advertising in 2009. Of this

amount, only $4 billion, or 13%, was spent online with the remainder being spent primarily on traditional media, up from $1.4 billion, or 5% of total travel

advertising spend in 2005. This represents a 28% CAGR in online travel advertising spend between 2005 and 2009. We believe that over time more travel

advertising will move from offline to online as travel purchases continue to move online. Online travel advertising can also be a more efficient advertising

channel, as it enables advertisers to directly target individuals who are researching and planning travel. The online travel advertising market is expected to

reach $8 billion by 2014, a CAGR of 15% between 2009 and 2014.

Key Trends in Mobile Travel Planning Mobile phone adoption across the world continues to grow at a rapid pace, creating a strong marketplace for mobile

travel applications. The International Telecommunications Union estimated that there were 4 billion mobile subscribers in the world at the end of 2008,

representing 61% of the world’s population. In addition, they project this number to grow by at least 1 billion by the end of 2011. We expect that over time,

an increasing number of people will use their mobile devices for travel research, planning and booking. Today, there are more than 2,000 travel-related

applications available for the iPhone, Android and BlackBerry.

The opportunity for mobile advertising is large and growing. U.S. mobile advertising spend is expected to grow from $733 million in 2009 to $4.7 billion in

2014, a 45.1% CAGR. We believe the mobile medium provides a unique opportunity for advertisers to reach travelers with immediately actionable,

personalized and context-relevant travel offers.

Challenges of Our Industry

Challenges for Consumers The Internet has dramatically increased the amount of information readily available to travelers. Planning travel online should be a

quick and easy process. However, prices and availability change frequently, and information is often fragmented across hundreds of travel sites. Traditional

travel websites can be slow and confusing and often lack comprehensive search results. A 2010 survey by Forrester Research Inc. showed increasing

dissatisfaction among users with the online booking experience. Only 47% of U.S. online leisure travelers surveyed said they enjoy using the internet to plan

and buy travel, down from 53% in 2007. The same survey showed that only 37% of U.S. online leisure travelers believed that travel websites clearly present

choices and tradeoffs, down from 39% in 2008. These limitations can make it frustrating for people to find, purchase and manage their travel online. As a

result, we believe that travelers continue to search multiple sites for the best prices and options to meet their travel needs.

Challenges for Travel Suppliers and OTAs Travel suppliers and OTAs face two main challenges. One is to distribute their travel products to as many travelers

as possible, while still maintaining their brand and owning the customer relationship. In distributing their travel inventory through third party sites, they

lose the opportunity to cross sell or upsell additional products and to build brand loyalty. The second challenge they face is to advertise their services to the

right audience at the right time, in a cost effective manner. The majority of travel advertising dollars is currently spent in offline media channels, including

TV, radio, print and outdoor campaigns. Offline travel advertising can be expensive, and its effectiveness can be difficult to measure and track. Online

advertising offers many improvements to traditional advertising, but can still suffer from audience fragmentation, generic advertising placements and

complex pricing schemes. Many online advertising platforms do not solve this combination of problems effectively.

Our Strengths

KAYAK Provides a Fast, Intuitive and Comprehensive Travel Planning Experience

KAYAK creates a better way to shop for travel online. We use proprietary software and algorithms to quickly find, consolidate and sort travel information

from hundreds of websites. We present these results through an intuitive interface, providing a single place for our users to plan their travel. In the first nine

months of 2010, more than 469 million user queries for travel information were processed through our websites and mobile applications. Once a KAYAK

user finds what they want to buy, we give them the flexibility to purchase directly from travel suppliers or through OTAs.

KAYAK is a Technology-Driven Company Focused on Rapid Innovation and the User Experience

We dedicate the majority of our attention to making high performance software. This software powers our websites and mobile applications by rapidly

searching through the large and complex range of travel industry data and presenting it in a clear and intuitive manner. Our proprietary machine learning

analysis algorithms detect and remove inaccurate prices or results in this data. Our ranking algorithms determine which results are likely to be the most



relevant to the user. Our focus on technology is reflected in our employee base. The majority of our employees are either software engineers or technologists,

and we believe we have one of the strongest technology teams in the travel industry. We strive to innovate faster than our competitors, and we release new

code to our websites almost every week. Our mobile applications are a recent example of our development capabilities.

KAYAK’s Users are Loyal

We believe that our users are loyal to our brands, products and services. According to a June 2010 study conducted by a market research company on our

behalf, KAYAK is a leading brand among the major online travel sites in the U.S. for attributes such as “Finds all the best prices in one place” and “Smarter

way to search for travel online.” Through the first nine months of 2010, 72% of our query volume was generated from people who directly visited our

websites, and only 8% of our query volume was generated by users referred to us from general search engines.

KAYAK’s Proprietary Distribution and Advertising Platform is Optimized for the Travel Industry

We provide travel suppliers and OTAs with access to a valuable audience of people searching for travel information. We also offer these travel companies

multiple ways to reach this audience through both our query results and a variety of advertising placements.

On the distribution side, our query results include real-time pricing and availability information from travel suppliers and OTAs. We query and display

information in direct response to a KAYAK user’s preferences. Our sorting and filtering tools allow users to narrow the query results to meet their specific

travel plans. If a user then selects one of these results, we send them directly into the travel supplier’s or OTA’s purchase process.

On the advertising side, our innovative platform allows advertisers to target their placements, create advertising content and link the user to the relevant

page on the advertiser’s website, all based on the user’s search parameters. As examples, an airline can limit its advertisements to appear only for city pairs

that it serves, or a hotelier can purchase advertisements only for dates where its occupancy rates are low. By dynamically creating the content of their

advertisements based on these specific search parameters, the airline can include the cities the users searched in their advertisement and the hotelier can

advertise a special rate to try to increase their occupancy. The same search parameters can be passed through to an advertiser after a potential traveler clicks

on one of their advertisements. This lets the advertiser show the traveler products which meet his or her specific travel needs, without requiring the traveler

to do additional work. We believe that our ability to pass a prospective traveler through to the relevant booking page increases the likelihood that a

transaction will be completed.

KAYAK’s Unique Business Model is Highly Scalable

We designed our business model and technology platform to be highly scalable and cost efficient. Our software and systems have been designed from

inception to handle significant growth in users and queries, without requiring significant re-engineering or major capital expenditures. In addition, we use a

combination of our own proprietary software and a variety of public domain technologies so that as we continue to grow our user base, we do not incur

significant additional software costs. Since all travel products are purchased by our users directly on the travel supplier’s or OTA’s website, we do not incur

meaningful costs or overhead associated with fulfillment or customer service for those travel products. We have relatively low fixed operating costs, and the

largest component of our variable operating cost is discretionary marketing.

The KAYAK Team Has Deep Industry Experience and Focus

Cofounders of Expedia, Travelocity and Orbitz formed KAYAK in 2004. Our team has extensive and longstanding relationships across the travel industry

and, unlike general search engine companies, we focus on a single market category—online travel. Our mission is to build the best assortment of tools and

services to meet the needs of travelers. To accomplish our goal, we have assembled technology and business teams, which each include people that have

worked together over many years. In addition to the strength of our management team, our investors include some of the most prominent venture capital

and private equity firms, including Sequoia Capital, Accel Partners, General Catalyst Partners and Oak Investment Partners.

Our Growth Strategy

Continue to Improve and Expand Our Services

We are dedicated to offering people the best online travel planning experience. To provide the most comprehensive set of results, we maintain relationships

with hundreds of travel suppliers and OTAs and regularly add new sources of travel information. We continue to develop better software and algorithms to

reduce the time required to perform a query and enhance the relevance of the results. Additionally, we constantly review the feature set and design of our

websites and mobile applications for areas of improvement, and we release new code to our websites on nearly a weekly basis. Examples of recent

enhancements to our offering include the introduction of KAYAK on multiple mobile platforms, a trip management tool and KAYAK Explorer, a map-based

search feature. We also have several functional initiatives underway, such as making the booking process easier for travelers and better integrating social

media and collaboration tools into our websites and mobile applications.

Increase Consumer Awareness of Our Brands

We believe there is significant opportunity to increase the number of people who use our websites and mobile applications. According to studies conducted

by a market research company on our behalf, as of October, 2009 only 9% of online travelers in the U.S. included KAYAK in an unprompted list of online

travel sites, known as “unaided awareness.” Since that time, we commenced a broad reach marketing program, which resulted in our unaided awareness

increasing to 20% as of September 2010. By comparison, Expedia, Priceline, Travelocity and Orbitz have an average unaided awareness of 52%, according to

this survey. We will continue to invest in broad reach marketing to increase our unaided awareness.



Grow Our Business Internationally

We operate websites in 14 countries outside of the U.S., including Germany, the United Kingdom, France, Spain, Italy and India. We believe that the

international opportunity for our services is sizable, and we intend to invest in both head count and marketing in 2011 and 2012. As part of this strategy, we

acquired swoodoo, a leading German travel search company, in early 2010. Furthermore, we are currently in the process of establishing a team

headquartered in Zurich, Switzerland to coordinate our European efforts.

Expand Our Position in Hotels

We believe that the hotel marketplace is well suited for our services, and we plan to increase the number of hotel queries we process. The hotel category is

highly fragmented and advertisers spend heavily to promote and differentiate their offerings. To capture this opportunity, we are improving our hotel query

functionality, increasing our hotel-related marketing and search engine spending, and improving cross-promotion of hotels in flight query results. The hotel

share of our total query volume has been increasing steadily, growing from 9.9% in 2008, to 10.7% in 2009 and 11.2% for the first nine months of 2010.

Extend our Leadership Position in Mobile Applications

Mobile devices represent an important growth area in both audience and query volume. Smartphone adoption and usage are increasing quickly, and new

touch screen devices like the Apple iPad provide opportunities for innovation in features and functionality. We have seen rapid adoption of our KAYAK

mobile applications – with nearly four million downloads across several mobile platforms since the release of our first mobile application in March 2009. We

believe that our leadership position in travel-related mobile applications, which we plan to extend through continued product development, will enhance the

loyalty to our brand, products and services. We plan to capture a portion of the mobile travel distribution and advertising markets with our mobile

applications.

Our Brands – KAYAK, SideStep and swoodoo

We operate our websites and mobile applications under three brands: KAYAK, SideStep and swoodoo. Each of these brands provides the same core set of

free services including flight, hotel and other travel search, flight status updates, pricing alerts and itinerary management.

We use our KAYAK brand across multiple platforms including: www.kayak.com; local websites in 14 countries outside of the U.S.; a mobile website,

m.kayak.com; and the KAYAK mobile smartphone applications currently available on the iPhone, iPad, Android, BlackBerry, Symbian and other platforms.

KAYAK branded websites and mobile applications account for most of our query volume, and we will focus our future growth efforts on building the KAYAK

brand in the U.S. and in key international markets.

The SideStep brand, which we acquired in December 2007, is used for our www.sidestep.com website. The swoodoo brand, which we acquired in May 2010, is

used for our www.swoodoo.com website and the related mobile travel application, which is a leading travel search platform in Germany.

Our Distribution and Advertising Platform

Our websites offer travel suppliers and OTAs an efficient and flexible platform to distribute their travel products through our query results and to advertise

throughout our website. We are developing a distribution and advertising platform for our mobile applications.

Distribution Revenues

We generate distribution revenues by sending qualified leads to travel suppliers and OTAs. After a user has entered a query on our website, reviewed the

results, and decided what travel product they are interested in buying, we send the user directly into the travel supplier’s or OTA’s purchase process to

complete the transaction. Travel suppliers and OTAs have the flexibility to pay us either when these qualified leads click on a query result or when they

purchase a travel product on the travel supplier or OTA website. For the nine months ended September 30, 2010, distribution revenues accounted for 45%

of our total revenues.

Advertising Revenues

We have a proprietary advertising platform called the KAYAK Network, or KN. KN allows advertisers to target the placement and message of their

advertisements to the search parameters entered by our users, such as the traveler’s origin, destination and desired travel dates. This technology allows

advertisers to target their advertisements better, create more effective messages and to transfer users to their websites more efficiently. Our platform allows

advertisers to limit placements to instances when the advertiser has an offer that is relevant to a user’s query. For example, an airline can ensure it only

advertises when a user searches for a route offered by such airline, and a hotelier can ensure it only advertises to users who have searched for dates when the

hotelier has low occupancy. We also enable advertisers to use a traveler’s search parameters to dynamically create targeted messages, and after the traveler

clicks on an advertisement, we can pass the same search information through to the advertiser, thus increasing conversion on their website.

Our platform gives advertisers flexibility in terms of placement types and payment structures. We offer a variety of advertising inventory including text-

based sponsored links, graphical display advertisements, mobile advertisements and email-based placements. We also offer a variety of payment terms

including cost per click, cost per impression, cost per acquisition or fixed fees. For the nine months ended September 30, 2010, advertising revenues

accounted for 55% of our total revenues.

Technology and Infrastructure

KAYAK is a technology-driven company. Our technology platform powers our websites and mobile applications by rapidly searching through the complex

and fragmented range of travel industry data and presenting comprehensive and relevant travel query results to the user in a clear and intuitive manner.



Search Capabilities

Our software and systems have been designed from inception to handle significant growth in users and queries, without requiring significant re-engineering

or major capital expenditures. In the first nine months of 2010, we received and processed more than 469 million user queries for travel information.

When a travel query is entered on one of our websites or mobile applications, our technology platform analyzes the travel parameters, determines which

websites and other travel databases have relevant travel information and then queries those multiple sources in parallel. Many of those sources operate with

differing protocols, and therefore return results in slightly different ways and in differing time frames. Our platform gathers, prioritizes and standardizes this

travel data. Our proprietary machine learning analysis algorithms then detect and eliminate inaccurate prices or results in this data, and our ranking

algorithms determine which results are likely to be the most relevant and useful to the user. Our technology platform completes these processes and returns

a comprehensive and relevant set of results within moments of receiving the travel query from the user.

Website Design and Hosting

Reliability, speed and integrity are important to us. We have designed our websites and mobile applications using a combination of our own proprietary

software and a variety of open source or other public domain technologies. Where appropriate, we have chosen to use public domain technologies to develop

and maintain our websites and mobile applications because we believe they are widely used and well proven by the engineering community and end-users,

and, therefore, offer us a reliable and efficient development environment and infrastructure. Such technologies also enable us to provide our users with a

stable web or mobile experience and are often free. Our limited and selective use of commercially available software means that as we continue to grow the

number of users that visit our websites and download our mobile applications, we do not incur significant additional software costs or software licensing

fees.

Our websites are hosted on hardware and software located at third-party facilities in Medford and Somerville, Massachusetts and, with respect to our

swoodoo operations, in Freiburg, Germany. We also use content delivery networks and third-party domain name system, or DNS services to optimize

routing and increase the speed of our website pages. We are committed to ensuring that our websites are highly available. Our co-location relationships

provide us secured facilities with power redundancy and expandable and redundant bandwidth, and we believe these facilities are well suited to fit our

current and planned business needs.

Mobile Applications and Platforms

We offer mobile applications for the iPhone, iPad, Android, BlackBerry, Symbian and other platforms. These applications combine the speed and

comprehensiveness found in our website experience with the convenience and portability offered by today’s smartphones. To enhance the mobile

experience, we have also implemented mobile-specific functionality in these applications, such as currency conversion, visual flight status, airport guides,

offline travel itineraries and location-based features.

As some smartphone users prefer to use the web browser on their phones rather than download a separate application, we also offer a mobile-optimized

website. These users are automatically redirected to m.kayak.com, where we provide an “application-like” experience, including a streamlined interface, touch

screen functionality and global positioning system assisted input.

Focus on Innovation

We strive to continually improve the user-experience on our websites and mobile applications. For example, we routinely work to improve our software and

algorithms to further reduce the time required to return query results. We review the feature sets and design of our websites and mobile applications on a

regular basis to identify areas for improvement. To aid in our review, we conduct regular formal usability testing, focus groups and A/B testing of new

features. We release new code to our websites on a nearly weekly basis. Some examples of our past innovations include an AJAX user interface to update

page elements without reloading the entire page and “time sliders” and other tools to filter query results based on relevant criteria, such as specific departure

and arrival times for flights.

Avoid Unnecessary Complexity

As software organizations grow, a common danger is that the software code grows in complexity and can become difficult to maintain. We have been

cognizant of this industry tendency since we began operations, and accordingly have designed our software architecture to establish basic rules of

separation, dependency and simplicity. For the same reasons, we are purposeful in our use of industry standard hardware and our maintenance of a low

technology footprint in our data centers. This pragmatic, “Keep It Simple” culture continues to enable us to rapidly and reliably adapt our system to new

products and capabilities.

Intellectual Property

Our intellectual property, including patents, trademarks, copyrights and trade secrets are an important component of our business. We also rely on

confidentiality procedures and contractual provisions to protect our proprietary technology and our brands. In addition, we enter into confidentiality and

invention assignment agreements with our employees and consultants and confidentiality agreements with other third parties.

Our registered trademarks include: KAYAK, KAYAK.com, KAYAK Network, Search One and Done, SideStep and swoodoo. All of these trademarks, other

than swoodoo, are registered in the U.S. and many of them are also registered in other jurisdictions.

We have seven issued U.S. patents, and nine U.S. patent applications for various aspects of our technology. Our patents expire at various dates between

March 2021 and October 2026.



Marketing

We believe that continued investment in marketing is important to attracting new users to our websites and mobile applications. We balance our marketing

investments between investments designed to grow brand awareness and investments designed to generate immediate query volume from paid search

advertising and other online marketing channels. To grow brand awareness, we advertise in broad reach media, including television, outdoor and online

display media. Through the first nine months of 2010, we spent $32.5 million on online marketing and $28.9 million on brand marketing. We measure the

return on investment of our brand marketing through online brand tracking studies and overall query growth. We plan to continue both online advertising

and broad reach advertising for the foreseeable future. We view the costs of our offline brand marketing campaign as relatively fixed, and we believe that as

our revenues grow these costs will decrease as a percentage of our total revenues.

Strategic Relationships

In an effort to continue to grow our business and offer exceptional services to our users, we enter into strategic relationships with travel suppliers, OTAs,

general search engines and travel technology companies. Our strategic relationships include the following:

Orbitz Worldwide, Inc.

We have maintained a strategic relationship with Orbitz Worldwide, Inc. or OWW, since 2004. Under the terms of our current long-term agreement, which

we entered into in April 2009 and have subsequently amended, OWW provides us with full access to their travel information and pays us for any

transactions we send to one of their websites. In return, we provide exclusivity to OWW relating to the display of certain core query results. This agreement

expires December 31, 2013.

Google Inc.

We have maintained a strategic relationship with Google since 2004. Under the terms of our current long-term agreement, which we entered into in

December, 2004 and have subsequently amended, Google provides us with sponsored link advertisements that, in addition to our own advertisements, are

placed throughout our website at locations we determine. Google and KAYAK share the revenues that is generated from these advertisements. This

agreement expires December 31, 2010.

ITA Software, Inc.

In March 2005 we entered into an agreement to license faring engine software from ITA. This faring engine software provides airfare content that is used in

a majority of our domestic flight query results and to supplement our international flight query results. This agreement expires on December 31, 2013.

Other Relationships

In addition, our 2010 commercial relationships have included agreements with over 300 travel suppliers and OTAs. These relationships are established and

managed by our Business Development, Advertising Sales and Account Management teams. Our Business Development team negotiates agreements with

travel suppliers and OTAs for access to their travel content and for payment from distribution-related referrals. This team is focused on contract negotiation

and relationship management. Our Advertising Sales team calls on travel suppliers, OTAs and their advertising agencies and negotiates advertising insertion

orders for placements throughout our websites and mobile applications. Our Account Management team works with travel suppliers and OTAs to

implement advertising campaigns and optimize spend.

Other significant relationships (from a revenue perspective) include:

OTAs: Expedia (including Hotwire, Hotels.com and CarRentals.com), Priceline.com (including Booking.com), Travelocity, Travel Holdings (including Easy

Click Travel and Tourico Holidays), Airtrade International (including Vayama.com) and Airfare.com;

Airlines: Delta Air Lines, United Air Lines, JetBlue Airways, Continental Airlines, AirTran Airways, British Airways, American Airlines, Virgin America,

Alaska Airlines, Air Canada, Lufthansa Airlines and Virgin Atlantic;

Hotels: InterContinental Hotels Group, Starwood Hotels, Hilton, Choice Hotels, Marriott, Wyndham, Best Western, Harrah’s Entertainment, La Quinta Inn

& Suites and Hyatt Hotels and Resorts.

Rental Cars: Dollar Thrifty Automotive Group, Enterprise Rent-A-Car, Alamo Rent A Car, National Car Rental and Hertz Rent-a-Car.

Competition

We operate in the highly competitive online travel category. We compete both to attract users to our websites and mobile applications and to attract travel

suppliers and OTAs to participate in our query results and purchase advertising placements on our websites.

Competition for Users

In our efforts to attract and retain users, we compete with travel suppliers, OTAs, search engines and other travel information and research websites. Our

major competitors include general search engines such as Google and Bing, OTAs such as Expedia and Orbitz and other travel information sites such as

TripAdvisor and Travelzoo. In addition, airlines, hotels and other travel suppliers are increasingly focused on attracting users directly to their own websites.

Competition for Advertisers

While we compete with travel suppliers and OTAs to bring users directly to our websites, such parties also advertise on our websites and mobile applications.

Since we do not book travel, and instead offer tools and services which allow travelers to make better informed travel decisions, we do not compete with

travel suppliers and OTAs for transactions. We believe that travel suppliers will spend their advertising dollars on the websites and offline media that results

in the highest return on investment. This means that we directly compete with search engines, OTAs and traditional offline advertising sources such as TV



and print media for travel supplier advertising dollars. We also compete with search engines and offline media sources for advertising from OTAs that look

to market their services to travelers. We believe that travel suppliers and OTAs will direct their advertising dollars to the websites, mobile applications and

offline media sources that offer the highest return on investment.

Employees

As of October 31, 2010, we had 140 employees, consisting of 129 in the U.S., eight in Germany and three in England. Of those employees, 87 are on our

engineering and development team. As of October 31, 2010, we also had an arrangement with an outsourced engineering team in Lithuania that provides us

with a team of approximately 14 contractors for engineering and development functions, and a team of 26 contractors in Pakistan who provide engineering,

data analysis and data operator functions.

We consider our relationship with our employees to be good. None of our employees is covered by a collective bargaining agreement.

Government Regulation

Laws and regulations applying to businesses generally and to businesses operating on the Internet affect us. As the growth in Internet commerce continues,

the number of laws and regulations specific to operating on the Internet is increasing and includes areas such as privacy, content, advertising, and

information security. Moreover, the applicability to the Internet of existing laws governing issues such as intellectual property ownership and infringement,

obscenity, libel and personal privacy is uncertain and evolving.

Air Transportation Advertising

Our travel suppliers and advertisers are subject to laws and regulations relating to the sale of travel, including regulations and standards promulgated by the

Department of Transportation, or DOT, related to the advertising and sale of air transportation. We do not sell or book air transportation, and, therefore, we

are not positioned similarly to the entities (such as air carriers and ticket agents) that are usually understood to fall within the scope of the DOT’s regulations

and standards. Nevertheless, we intend to ensure that any content created by KAYAK is consistent with the DOT’s regulations and standards, and we seek

representations of compliance from our travel suppliers and advertisers for content provided to or promoted by KAYAK.

The DOT has recently issued a Notice for Proposed Rulemaking that would revise certain regulations and standards related to the advertising and sale of air

transportation. We do not expect that the revisions, if adopted, would substantially impact our business model. However, comments filed by an industry

trade association have suggested that DOT in the same proceeding should clarify whether entities similarly positioned to us, known as “metasearch

websites,” fall within the scope of the DOT’s regulations and standards. Any action by DOT on this request potentially could impact our business model.

Legal Proceedings

In April 2009, Parallel Networks, LLC filed a complaint against us for patent infringement in the U.S. District Court for the Eastern District of Texas. The

complaint alleged, among other things, that our website technology infringes a patent owned by Parallel Networks purporting to cover a “Method And

Apparatus For Client-Server Communication Using a Limited Capability Client Over A Low-Speed Communications Link” (U.S. Patent No. 6,446,111 B1)

and sought injunctive relief, monetary damages, costs and attorneys fees. The complaint was dismissed without prejudice in February 2010, but the plaintiff

filed a new complaint against us on March 29, 2010 containing similar allegations. On October 27, 2010, the court entered a docket control order that sets

trial on February 13, 2011. We denied the allegations in our answer filed June 8, 2010 and requested a declaratory judgment of non-infringement, invalidity

and unenforceability. We intend to vigorously defend ourselves in this matter.

In August 2010, OWW initiated arbitration with us in the state of New York. OWW contends that we have violated the parties’ 2009 Promotion Agreement

by failing to abide by certain exclusivity provisions relating to the display of certain core query results on our websites. It also contends that we owe it in

excess of $2.5 million as a result of overpayments that OWW allegedly made to us over the past few years when OWW calculated and reported its own Net

Revenue obligations under the agreement. The arbitration was initiated after we provided a “notice of breach” of the agreement to OWW for failing to

accurately report and account for Net Revenues under the agreement. To date, OWW has not provided documentation to support the overpayment amount

asserted. We have denied the allegations, have asserted a number of affirmative defenses in response to both claims, and continue to stand on our position

that OWW has materially breached the agreement. The parties are currently engaged in the early stages of discovery, and expect to continue this phase for

the next two months. A hearing date has not yet been definitively set, but the parties expect that the issues will be decided by a three-arbitrator panel before

the end of January, 2011.

In addition, from time to time, we may become involved in legal proceedings arising in the ordinary course of our business. Such proceedings, even if not

meritorious, could result in the expenditure of significant financial and managerial resources.

Facilities

We lease approximately 6,400 square feet in Norwalk, Connecticut for our corporate headquarters, under a lease that expires in August 31, 2013. We

maintain an office of approximately 14,397 square feet in Concord, Massachusetts under a lease that expires February 29, 2016, which office is used

primarily by our technology team. We maintain an office of approximately 5,116 square feet in Sunnyvale, California under a lease that expires January 31,

2015, which office is used primarily by our sales team and our west coast engineering team. In addition, we lease office space for our foreign subsidiaries in

London, England and Munich, Germany.

We believe our space is adequate for our current needs and that suitable additional space will be available to accommodate the foreseeable expansion of our

operations.

Management
MANAGEMENT



Directors and Executive Officers

Below is a list of our executive officers and directors and their respective ages and positions as of October 31, 2010 and a brief account of their business

experience.

Name
Age

Position

Daniel Stephen Hafner
42

Chief Executive Officer, Cofounder and Director

Paul M. English
47

Chief Technology Officer, Cofounder and Director

Melissa H. Reiter
41

Vice President of Finance

Robert M. Birge
40

Chief Marketing Officer

Karen Ruzic Klein
40

General Counsel and Corporate Secretary

Keith D. Melnick
41

Chief Commercial Officer

Paul D. Schwenk
44

Senior Vice President of Engineering

William T. O’Donnell, Jr.
43

Chief Architect

Dr. Giorgos Zacharia
36

Chief Scientist

Dr. Christian W. Saller
39

Managing Director for Europe

Terrell B. Jones (1)

62
Director

Joel E. Cutler
52

Director

Michael Moritz
56

Director

Hendrik W. Nelis
46

Director

Gregory E. Slyngstad
54

Director

(1) Chairman of our board of directors.

Executive Officers

Daniel Stephen Hafner, 42, is our cofounder and has been our Chief Executive Officer and a member of our board of directors since January 2004. Prior to

founding our company, Mr. Hafner helped establish Orbitz, Inc., an online travel company, and served as Orbitz, Inc.’s Executive Vice President for

Consumer Travel Services from May 2000 until December 2003. From June 1997 until April 2000, Mr. Hafner worked as a consultant with the Boston

Consulting Group, a management consulting firm, and advised clients in the e-commerce, health care and industrial goods sectors. Mr. Hafner received a

B.A. in economics from Dartmouth College and an M.B.A. from the Kellogg School at Northwestern University. The specific experience, qualifications,

attributes and skills that Mr. Hafner brings to our board of directors are significant historical knowledge of KAYAK and relationships in marketing, business

development and advertising.

Paul M. English, 47, is our cofounder and has been our Chief Technology Officer and a member of our board of directors since January 2004. Mr. English was

previously Vice President of Technology for Intuit Inc. from March 1999 until March 2002. In 1997, he cofounded Boston Light Software Corp., which was

acquired by Intuit Inc. in August 1999. He also helped establish Intermute Inc., a provider of anti-spam and anti-spyware solutions in May 2000. Mr.

English also served as Senior Vice President of Product Management and Marketing and Senior Vice President Engineering at Interleaf Inc., a developer

and marketer of software products and services, from February 1989 until December 1995. Mr. English has served on the board of directors of Partners-In-

Health since October 2010 and Village Health Works since January 2010, two non-profit corporations aimed at providing health care to the poor. He

received his B.A. and M.S. in computer science from the University of Massachusetts in Boston. As the cofounder responsible for much of the technology

involved in our business, the specific experience, qualifications, attributes and skills that Mr. English brings to our board of directors are significant technical

knowledge and insight on product strategy and a deep commitment to customer service.

Melissa H. Reiter, 41, has served as our Vice President of Finance since October 2009. From October 2006 until October 2009, Ms. Reiter held various

positions, most recently as the Vice President of Finance, for Potbelly Sandwich Works, LLC, a restaurant chain. From May 2002 until January 2006, she

held various positions, most recently as Controller, at Orbitz, Inc. and prior to that, from August 1991 until May 2002, she held various positions, most

recently as senior manager, at Arthur Andersen LLP. Ms. Reiter received a B.S. in business administration from Miami University, Ohio.

Robert M. Birge, 40, has been our Chief Marketing Officer since May 2009. Mr. Birge has more than 15 years of experience in marketing, most recently as

the Chief Marketing Officer for IMG Worldwide, Inc., a sports, entertainment and media company, from August 2006 until May 2009. From April 2001

until July 2006, he held various management positions, including Managing Director, at TBWA/Chiat/Day, an advertising agency. From 1998 to 2001, Mr.

Birge worked as a consultant with the Boston Consulting Group, where he assisted in the start-up phase of Orbitz, Inc. He received a B.A. in history and

government from Dartmouth College and an M.B.A. from the Kellogg School at Northwestern University.

Karen Ruzic Klein, 40, has served as our General Counsel since November 2007 and our Corporate Secretary since February 2008. Ms. Klein also manages

all human resource functions for KAYAK. Prior to joining us, Ms. Klein served as Group Vice President, Legal, with Orbitz Worldwide, Inc., an online travel

company, from November 2004 until October 2007. From July 2001 until November 2004, she served as Senior Counsel to Orbitz, Inc. Ms. Klein received a

B.A. in political science and international relations from the University of Wisconsin and a J.D. from Chicago-Kent College of Law.



Keith D. Melnick, 41, has served as our Chief Commercial Officer since August 2010, prior to which he was the Executive Vice President of Corporate

Development from June 2006 until August 2010 and Vice President of Business Development from February 2004 until June 2006. Prior to joining us, Mr.

Melnick was a management consultant with the Boston Consulting Group since May 1999, where he concentrated primarily on travel, e-commerce,

financial services and industrial goods and helped found Orbitz, Inc. From 1996 until 1999, he served in Revenue Management and Finance with American

Airlines, Inc. Mr. Melnick received a B.S. in mechanical engineering from the University of Illinois and an M.B.A. in finance with highest honors from the

University of Southern California.

Paul D. Schwenk, 44, has been our Senior Vice President of Engineering since February 2004 and is responsible for our product development. From 1999

until 2004, Mr. Schwenk was a Senior Group Manager at Intuit Inc., a maker of financial and tax preparation software. From 1998 until 1999, he worked as

a Senior Software Engineer at Boston Light Software Corp., a developer of web products and software. In 1997, Mr. Schwenk cofounded, and was the

President of, Digital Direct Network, a multi-media networking company. Prior to that, he worked as a software engineer for each of NetCentric

Corporation from 1995 until 1997, Avid Technology Inc. from 1994 until 1995 and Interleaf Inc. from 1990 until 1994. Mr. Schwenk received a B.S. in

computer science from Rochester Institute of Technology.

William T. O’Donnell, Jr., 43, has been our Chief Architect since February 2004 and is responsible for our mobile products and strategy. From 2003 to 2004,

he served as Chief Architect at Inuit, Inc. From 1999 to 2003 he served as staff software engineer at Inuit, Inc. From 1998 to 1999 he served as Chief

Architect at Boston Light Software. From 1997 to 1998 he served as Chief Technology Officer at Digital Direct Network. From 1995 to 1997, he served as

software engineer at Interleaf, Inc., and from 1989 to 1995 he served as software engineer at a variety of technology companies. Mr. O’Donnell received a

B.S. in computer engineering from Carnegie Mellon University.

Dr. Giorgos Zacharia, 36, has been our Chief Scientist since February 2009. In February 2007, he founded Emporics Capital Management, a hedge fund

management firm, of which he is a general partner. In January 1999, Mr. Zacharia founded Open Ratings Inc., a provider of supply risk management

services which was acquired by Dun & Bradstreet Corp. in 2006, and served as its Chief Technology Officer and Chief Scientist until July 2008. Dr. Zacharia

has won five medals in International Mathematical and Physics Olympiads and received an M.S. and a Ph.D. in computer science from the Massachusetts

Institute of Technology, where he studied as a Fulbright scholar and a Telecom Italia fellow. Dr. Zacharia holds three algorithm patents.

Dr. Christian W. Saller, 39, has been our Managing Director for Europe since October 2010 and was our Managing Director for Germany from May 2010.

Since February 2008, he has also served as the Chief Executive Officer of swoodoo AG, a German travel search engine that we acquired in May 2010. Dr.

Saller previously was the Chief Financial Officer of GIGA Television GmbH, a gaming television network in Germany, from April 2006 until January 2008.

From September 2005 until March 2006, Dr. Saller served as the Chief Operating Officer of Betty TV AG, an interactive TV infrastructure company. He

received a Ph.D. in mathematics from Munich Technical University and an M.B.A. from the London Business School.

Directors

The following information pertains to our directors, their ages, principal occupations and other directorships for at least the last five years and information

regarding their specific experience, qualifications, attributes or skills. In selecting directors, we consider factors that are in our best interests and those of our

stockholders, including diversity of backgrounds, experience and competencies that our board of directors desires to have represented. These competencies

include: independence; adherence to ethical standards; the ability to exercise business judgment; substantial business or professional experience and the

ability to offer our management meaningful advice and guidance based on that experience; ability to devote sufficient time and effort to the duties of a

director; and any other criteria established by our board of directors together with any core competencies or technical expertise necessary for our

committees. We believe that each director possesses these qualities and has demonstrated business acumen and an ability to exercise sound judgment, as

well as a commitment of service to us and to our board of directors.

Joel E. Cutler, 52, has served as a member of our board of directors since March 2004 and also serves on our compensation committee and audit committee

and serves as our audit and compensation committee chairman. Mr. Cutler is a managing director of General Catalyst Partners, a venture capital firm that

invests in technology companies, which he cofounded in 2000. Prior to cofounding General Catalyst Partners, he cofounded and operated numerous

businesses in the travel, information services, specialty retail, consumer direct marketing and payment processing industries. These businesses include:

National Leisure Group, a leisure travel technology and distribution company; Retail Growth ATM Systems, a national ATM and interactive network

provider; and Starboard Cruise Services, an operator of duty-free retail stores, for whom he served as Chairman of the board of directors and Chief

Executive Officer from 1998 until 2002. Mr. Cutler has served on the board of directors and the audit and compensation committees of FanSnap, Inc., an

online ticket comparison shopping site, since October 2007, ITA Software, Inc., a provider of airfare pricing and shopping, since January 2006, and Roost,

Inc., a real estate search engine operator, since March 2005, all of which are privately held companies. He has also served on the board of directors of

TravelPost, Inc., a privately held online hotel reviews and ratings source operator, since March 2010. He previously served on the board of directors of OLX

Inc., an operator of a website for classified ads, from September 2006 until August 2010, and Reveal Imaging Technologies, Inc., a developer of threat

detection software and services, from July 2003 until August 2010, all of which are privately held companies. He served on the compensation committee of

OLX Inc. and Reveal Imaging Technologies, Inc. Additionally, he is a member of the board of directors of Beth Israel Deaconess Medical Center, Children’s

Hospital Boston and The Crohn’s and Colitis Foundation of America. Mr. Cutler received a B.A. in government and economics from Colby College and a J.D.

from Boston College Law School. The specific experience, qualifications, attributes and skills that Mr. Cutler brings to our board of directors are strong

financial acumen and a unique perspectives from providing guidance and counsel to a wide variety of companies in the online technology sector.

Terrell B. Jones, 62, has been the Chairman of our board of directors since March 2004 and also serves on our audit committee. Mr. Jones has been the

President of Essential Ideas, a travel and e-commerce consulting firm, since he founded it in May 2002. Prior to founding Essential Ideas, Mr. Jones served

in various positions with The SABRE Group, a distributor of electronic travel-related products and services, from 1986 until 2002, including most recently

as Chief Executive Officer of Travelocity.com Inc., an online travel services provider and a subsidiary of The SABRE Group, from 1996 until 2002 and Chief

Information Officer of The SABRE Group from 1996 until 1998. He has served on the board of directors and audit committee of Earthlink, Inc., a publicly-

traded Internet service provider, since May 2003. Additionally, he is member of the board of directors of Rearden Commerce Inc., a privately held provider



of web-based services ranging from travel and entertainment to shipping and event planning, since June 2006 and Smart Destinations, a privately held

provider of pre-paid access to sightseeing destinations, since July 2009. Mr. Jones previously served on the board of directors and audit committee of

Overture Services, Inc. from January 2002 until June 2003, La Quinta Corp. from May 2004 until June 2006 and on the board of directors of

Travelocity.com Inc. from March 2000 until May 2002. He received a B.A. in history from Denison University. The specific experience, qualifications

attributes and skills that Mr. Jones brings to our board of directors are approximately 29 years of experience in the travel industry, a knowledge of the

interaction between e-commerce and travel sectors and public company audit and board experience.

Michael Moritz, 56, has served as a member of our board of directors since December 2007. Mr. Moritz has been a member of Sequoia Capital, a venture

capital fund, since 1986. Prior to joining Sequoia Capital in 1986, he worked in a variety of positions at Time Warner and was a Founder of Technologic

Partners, a technology newsletter and conference company. Mr. Moritz has been a member of the board of directors of Green Dot Corporation, a publicly-

traded financial services company, since February 2003. He has previously served on the boards of directors of A123 Systems, Inc., Flextronics Ltd., Google

Inc., PayPal, Inc., Red Envelope, Inc., Saba Software, Inc., Yahoo! Inc. and Zappos.com, Inc. He received an M.B.A. from The Wharton School, University of

Pennsylvania and an M.A. from the University of Oxford. The specific experience, qualifications attributes and skills that Mr. Moritz brings to our board of

directors are his 25 years of experience in the venture capital industry and his service on the boards of directors of a range of private and publicly-traded

companies.

Hendrik W. Nelis, 46, is a member of our compensation committee and has served on our board of directors since May 2006. Mr. Nelis is a partner at Accel

Partners in London, a venture capital fund which he joined in July 2004. Prior to joining Accel Partners, Mr. Nelis was an investor at Perry Capital from

2002 until 2004, a large hedge fund, where he invested in public communications, media and technology companies. From 1999 until 2002, he was an

investment banker at Goldman Sachs International, where he advised businesses on corporate finance and mergers and acquisition transactions. Prior to

joining Goldman Sachs, Mr. Nelis founded E-Motion, a venture-backed software company. From 1989 to 1993, Mr. Nelis was at Hewlett-Packard in Palo

Alto where he held various engineering positions. He received an M.B.A. with distinction from Harvard Business School and a Ph.D. and M.S. in electrical

engineering from Delft University of Technology in The Netherlands. The specific experience, qualifications attributes and skills that Mr. Nelis brings to our

board of directors are a unique blend of technical expertise and international experience in investing in and advising media and technology companies.

Gregory E. Slyngstad, 54, is a member of our compensation committee and has served as a member of our board of directors since January 2004. Mr.

Slyngstad has served as the Chief Executive Officer of TravelPost.com, a hotel information website, since March 2010. From March 2000 until April 2002,

Mr. Slyngstad was the Executive Vice President of Expedia.com, an online travel booking site that he helped establish during his 15 years at Microsoft

Corporation, a global developer and manufacturer of software products and services. Additionally, Mr. Slyngstad cofounded VacationSpot.com, an online

reservation network, and was its Chief Operating Officer from June 1997 until March 2000, when it was acquired by Expedia.com. He has been a member

of the board of directors of TravelPost, Inc. since March 2010 and Roost, Inc. since April 2006, both of which are privately held companies. The specific

experience, qualifications attributes and skills that Mr. Slyngstad brings to our board of directors are over 15 years of experience in the online travel

industry and product vision.

Structure of the Board of Directors

Board Composition

Our business and affairs are managed under the direction of our board of directors. Upon completion of this offering, our board of directors will consist of

members. Effective upon the completion of this offering, our amended and restated by-laws will provide that our board of directors will be fixed from time

to time by resolution adopted by the affirmative vote of a majority of the total directors then in office. Each director’s term is subject to the election and

qualification of his successor, or his earlier death, resignation or removal. Between annual meetings or special meetings of stockholders, any board vacancies

may be filled by a vote of the majority of the remaining directors in officer.

Board Composition Prior to Completion of this Offering The following describes the composition of our board of directors and related provisions of our

current certificate of incorporation and various agreements. These arrangements will terminate upon completion of this offering.

Our current amended and restated certificate of incorporation has provided, among other things, the holders of Series A convertible preferred stock the

right to designate two members to our board of directors and the holders of Series C convertible preferred stock and holders of Series D convertible

preferred stock the right to designate one member each to the board of directors. In furtherance of those provisions, under our Stockholders’ Agreement

and our Fifth Amended and Restated Stock Restriction and Co-Sale Agreement, two directors are to be designated by holders of more than 70% in the

aggregate of Series A and Series A-1 convertible preferred stock, or the Series A designator, one director is to be designated by each of the holders of a

majority of Series C convertible preferred Stock, or the Series C designator, and funds affiliated with Sequoia Capital, as holders of Series D convertible

preferred stock, or the Series D designator, and one additional director is to be designated jointly by the Series A designator, the Series C designator and the

Series D designator. Additionally, the Series A designator has the right to designate two members of the compensation committee pursuant to our Sixth

Amended and Restated Investor Rights Agreement. Currently, funds affiliated with General Catalyst Partners are the Series A designator, funds affiliated

with Accel Partners are the Series C designator and funds affiliated with Sequoia Capital are the Series D designator. Pursuant to these arrangements,

Messrs. Cutler and Jones are the appointees of the Series A designator, Mr. Nelis is the appointee of the Series C designator, Mr. Moritz is the appointee of

the Series D designator and Mr. Slyngstad is the joint appointee of the three designators.

Corporate Governance and Director Independence

Under Rule of the Rules, independent directors must comprise a majority of a listed company’s board of directors within one year of listing. In addition, the

Rules require that, subject to specified exceptions, each member of a listed company’s audit, compensation and nominating and governance committees be

independent within one year of the date of listing. Audit committee members must also satisfy the independence criteria set forth in Rule 10A-3 under the

Exchange Act. Under Rule , a director will only qualify as an “independent director” if, in the opinion of that company’s board of directors, that person does

not have a relationship that would interfere with the exercise of independent judgment in carrying out the responsibilities of a director. In order to be



considered to be independent for purposes of Rule 10A-3, a member of an audit committee of a listed company may not, other than in his or her capacity as

a member of the audit committee, the board of directors, or any other board committee: (1) accept, directly or indirectly, any consulting, advisory, or other

compensatory fee from the listed company or any of its subsidiaries; or (2) be an affiliated person of the listed company or any of its subsidiaries.

Our board of directors has determined that Messrs. , , , and each qualify as an independent director under the corporate governance rules of the . In making

this determination, our board of directors affirmatively determined that , , , and , do not have a relationship with us that would interfere with the exercise of

independent judgment in carrying out the responsibilities of a director. Our board of directors has also determined that Messrs. Hafner and English are not

independent under the corporate governance rules of the because they are executive officers of KAYAK.

Board Committees

Our board of directors has established an audit committee and a compensation committee. In addition, our board of directors will establish a nominating

and corporate governance committee to be effective upon listing our common stock on . The composition and responsibilities of each committee are

described below. Members will serve on these committees until their resignation or until otherwise determined by our board of directors.

Audit Committee

Our audit committee currently consists of Messrs. Cutler and Jones, with Mr. Cutler serving as chairman. Upon listing our common stock on , our audit

committee will consist of Messrs. , and . Mr. will serve as the chairperson of our audit committee. Our audit committee will have responsibility for, among

other things:

•

selecting and hiring our independent registered certified public accounting firm and approving the audit and nonaudit services to be performed by our

independent registered certified public accounting firm;

•
evaluating the qualifications, performance and independence of our independent registered certified public accounting firm;

•

monitoring the integrity of our financial statements and our compliance with legal and regulatory requirements as they relate to financial statements or

accounting matters;

•
reviewing the adequacy and effectiveness of our internal control policies and procedures;

•

discussing the scope and results of the audit with the independent registered certified public accounting firm and reviewing with management and the

independent registered certified public accounting firm our interim and year-end operating results; and

•
preparing the audit committee report required by the SEC to be included in our annual proxy statement.

We expect to have two independent audit committee members upon the listing of our common stock on , thereby constituting a majority of independent

directors, and we expect to have an entirely independent audit committee within one year from the date of listing. Our board of directors has affirmatively

determined that Messrs. and meet the definition of “independent directors” for purposes of serving on an audit committee under Rule 10A-3 of the

Exchange Act and the Rules. We believe that each member of our audit committee meets the requirements for financial literacy. In addition, Mr. qualifies as

our “audit committee financial expert.”

Our board of directors will adopt a written charter for our audit committee prior to listing our common stock , to be in place upon completion of this

offering. Upon completion of this offering, the written charter for our audit committee will be available on our website at www.kayak.com, the contents of

which are not incorporated herein.

Compensation Committee

Our compensation committee currently consists of Messrs. Cutler, Nelis, and Slyngstad, with Mr. Cutler serving as chairman. Upon listing our common

stock on , our compensation committee will consist of Messrs. , and . Mr. will serve as the chairperson of our compensation committee. The compensation

committee will be responsible for, among other things:

•

reviewing and approving compensation of our executive officers including annual base salary, annual incentive bonuses, specific goals, equity

compensation, employment agreements, severance and change-in-control arrangements and any other benefits, compensation or arrangements;

•
reviewing succession planning for our executive officers;

•
reviewing and recommending compensation goals, bonus and stock compensation criteria for our employees;

•
determining the compensation of our directors;

•
reviewing and discussing annually with management our “Executive Compensation—Compensation Discussion and Analysis” disclosure required by SEC rules;

•
preparing the compensation committee report required by the SEC to be included in our annual proxy statement; and

•
administering, reviewing and making recommendations with respect to our equity compensation plans.



We expect to have three independent compensation committee members upon the listing of our common stock on , thereby constituting an entirely

independent compensation committee on the date of listing. Our board of directors has affirmatively determined that Messrs. , and meet the definition of

“independent directors” for purposes of serving on a compensation committee under applicable SEC and Rules.

Our board of directors will adopt a written charter for our compensation committee prior to listing our common stock on , to be in place upon completion of

this offering. Upon completion of the offering, the written charter for our compensation committee will be available on our website at www.kayak.com, the

contents of which are not incorporated herein.

Nominating and Corporate Governance Committee

We do not currently have a nominating and corporate governance committee. Our board of directors will establish this committee effective upon listing our

common stock on , which will consist of Messrs. , and . Mr. will serve as the chairperson of our nominating and corporate governance committee.

The nominating and corporate governance committee will be responsible for, among other things:

•

assisting our board of directors in identifying prospective director nominees and recommending nominees for each annual meeting of stockholders to our

board of directors;

•
reviewing developments in corporate governance practices and developing and recommending governance principles applicable to our board of directors;

•
overseeing the evaluation of our board of directors and management; and

•
recommending members for each committee of our board of directors.

We expect to have three independent nominating and corporate governance committee members upon the listing of our common stock on , thereby

constituting an entirely independent committee on the date of listing. Our board of directors has affirmatively determined that Messrs. , and meet the

definition of “independent directors” for purposes of serving on a corporate governance and nominating committee under applicable SEC and the Rules.

Our board of directors will adopt a written charter for our nominating and corporate governance committee prior to listing our common stock on , to be in

place upon completion of this offering. Upon completion of the offering, the written charter for our nominating and corporate governance committee will

be available on our website at www.kayak.com, the contents of which are not incorporated herein.

Compensation Committee Interlocks and Insider Participation

During the last fiscal year, Messrs. Cutler, Nelis and Slyngstad served on our compensation committee. Each of Messrs. Cutler, Nelis and Slyngstad all have

relationships with us that require disclosure under Item 404 of Regulation S-K under the Exchange Act. See “Certain Relationships and Related Party

Transactions” for more information.

During the past fiscal year, none of our executive officers served as a member of the board of directors or compensation committee, or other committee

serving an equivalent function, of any entity that has one or more executive officers who served as members of our board of directors or our compensation

committee. None of the members of our compensation committee is an officer or employee of KAYAK, nor have they ever been an officer or employee of

KAYAK.

Code of Business Conduct and Ethics

Prior to the completion of this offering, we will adopt a code of business conduct and ethics that applies to all of our employees, officers and directors,

including those officers responsible for financial reporting. Upon completion of the offering, our code of business conduct and ethics will be available on our

website at www.kayak.com, the contents of which are not incorporated herein. Any amendments to the code, or any waivers of its requirements, will be

disclosed on our website.

Board Leadership and Board’s Role in Risk Oversight

Upon completion of this offering, Mr. Jones, a non-employee, independent director, will serve as Chairman of our board of directors. We support separating

the position of Chief Executive Officer and Chairman to allow our Chief Executive Officer to focus on our day-to-day business, while allowing the Chairman

to lead our board of directors in its fundamental role of providing advice to, and independent oversight of, management. Our board of directors recognizes

the time, effort and energy that the Chief Executive Officer is required to devote to his position in the current business environment, as well as the

commitment required to serve as our Chairman, particularly as our board of directors’ oversight responsibilities continue to grow. Our board of directors

also believes that this structure ensures a greater role for the independent directors in the oversight of our company and active participation of the

independent directors in setting agendas and establishing priorities and procedures for the work of our board of directors.

While our amended and restated by-laws and our corporate governance guidelines to be in effect upon completion of this offering will not require that our

Chairman and Chief Executive Officer positions be separate, our board of directors believes that having separate positions and having an independent

outside director serve as Chairman is the appropriate leadership structure for us at this time and demonstrates our commitment to good corporate

governance.

Risk is inherent with every business and we face a number of risks as outlined in the “Risk Factors” section of this prospectus. Management is responsible

for the day-to-day management of risks we face, while our board of directors, as a whole and through its audit committee, is responsible for overseeing our

management and operations, including overseeing its risk assessment and risk management functions. Our board of directors expects to delegate

responsibility for reviewing our policies with respect to risk assessment and risk management to our audit committee through its charter. Our board of

directors believes that this oversight responsibility can be most efficiently performed by our audit committee as part of its overall responsibility for



providing independent, objective oversight with respect to our accounting and financial reporting functions, internal and external audit functions and

systems of internal controls over financial reporting and legal, ethical and regulatory compliance. Our audit committee will regularly report to our board of

directors with respect to its oversight of these important areas.

Compensation Policies and Practices and Risk Management

We consider in establishing and reviewing our compensation philosophy and programs, whether such programs encourage unnecessary or excessive risk

taking. Base salaries are fixed in amount and, consequently, we do not see them as encouraging risk taking. Employees are also eligible to receive a portion of

their total compensation in the form of annual cash bonus awards. While the annual cash bonus awards focus on achievement of annual goals and could

encourage the taking of short-term risks at the expense of long-term results, our annual cash bonus awards represent only a portion of eligible employees’

total compensation and are tied to both corporate performance measures and individual performance. We believe that the annual cash bonus awards

appropriately balance risk with the desire to focus eligible employees on specific goals important to our success and do not encourage unnecessary or

excessive risk taking.

We also provide our named executive officers and other senior managers long-term equity awards to help further align their interests with our interests and

those of our stockholders. See “Executive Compensation—Compensation Discussion and Analysis” for additional discussion regard our compensation

practice. We believe that these awards do not encourage unnecessary or excessive risk taking, since the awards are generally provided at the beginning of an

employee’s tenure or at various intervals to award achievements or provide additional incentive to build long-term value and are generally subject to vesting

schedules to help ensure that executives and senior managers have significant value tied to our long-term corporate success and performance.

We believe our compensation philosophy and programs encourage employees to strive to achieve both short- and long-term goals that are important to our

success and building stockholder value, without promoting unnecessary or excessive risk taking. We review our compensation policies and practices

periodically to determine whether such policies and practices are appropriate in light of our risk management objectives. We have concluded that our

compensation philosophy and practices are not reasonably likely to have a material adverse effect on us.

Director Compensation

Historically, we have not provided cash retainers or fees to our directors for their service on the board of directors or its committees, or for attending board

or committee meetings. In addition, our directors who are also employees receive no additional compensation or benefits for service on the board of

directors or its committees. All members of our board of directors receive reimbursement of reasonable and documented costs and expenses incurred in

connection with attending any meetings of our board of directors or any of our committees.

During fiscal year 2009, we granted to each of Messrs. Jones and Slyngstad stock options under our Third Amended and Restated 2005 Equity Incentive

Plan to purchase up to 120,000 shares of common stock at an exercise price of $7.50 per share. Each of our nonemployee directors also has an

indemnification agreement with us, which we will file as an exhibit to our registration statement of which this prospectus is a part. We also expect our

directors to execute a new form of indemnification agreement prior to completion of this offering. See “Certain Relationships and Related Party

Transactions—Indemnification of Officers and Directors” for more information.

To attract and retain the most highly qualified individuals to serve on our board of directors, upon completion of this offering, those directors who are

nonemployees will be eligible to receive compensation from us for their service on our board of directors. Our executives who are members of our board of

directors will not receive compensation for their service on our board of directors. Upon completion of this offering, we expect that the nonemployee

directors will be paid:

•
a base annual retainer of $ in cash;

•
an additional $ in cash to the members of the audit, compensation and nominating and corporate governance committees for each meeting attended;

•
an additional annual retainer of $ in cash to the chair of the audit committee;

•
an additional annual retainer of $ in cash to the chair of the compensation committee and the corporate governance and nominating committee; and

•
an additional annual retainer of $ in cash to the chairperson of our board of directors.

Upon completion of this offering, we intend to provide certain nonemployee directors with equity compensation for service on our board of directors and

committees. The amount of this compensation has not been determined, but we anticipate that it will be consistent with amounts paid by comparable public

companies. In addition, we will also continue to reimburse directors for reasonable expenses incurred to attend meetings of our board of directors or

committees.

Fiscal Year 2009 Director Compensation

The following table sets forth information regarding the compensation of our non-employee directors for the most recently completed fiscal year.

Name Fees Earned or

Paid in Cash

Option Awards

($)(1)
All Other

Compensation ($)

Total

($)

Joel E. Cutler
— — — —

Terrell B. Jones(2)

— $— $



Michael Moritz
— — — —

Hendrik W. Nelis
— — — —

Gregory E. Slyngstad(3)

— $— $

(1)

For stock options granted, the value set forth is the full grant date fair value, in accordance with FASB ASC 718. Valuation assumptions used to

determine the fair value of the option awards are described in the notes to the financial statements appearing elsewhere in this prospectus.

(2)

On May 19, 2009, we awarded Mr. Jones stock options to purchase up to 120,000 shares of our common stock having an exercise price of $7.50 per share and

a grant date fair value of $ . Under Mr. Jones’ stock option agreement, these options vest in 48 equal monthly installments.

(3)

On May 19, 2009, we awarded Mr. Slyngstad stock options to purchase up to 120,000 shares of our common stock having an exercise price of $7.50 per share

and a grant date fair value of $ . Under Mr. Slyngstad’s stock option agreement, these options vest in 48 equal monthly installments.

Executive Compensation
EXECUTIVE COMPENSATION

Compensation Discussion and Analysis

The purpose of this compensation discussion and analysis section is to provide information about the material elements of compensation that are paid,

awarded to, or earned by, our “named executive officers,” who consist of our principal executive officer, principal financial officer and our three other most

highly compensated executive officers. For fiscal year 2009, our named executive officers, were:

•
Daniel Stephen Hafner, President, Chief Executive Officer and Director;

•
Melissa H. Reiter, Vice President of Finance;

•
Paul M. English, Chief Technology Officer and Director;

•
Karen Ruzic Klein, General Counsel and Secretary; and

•
Robert M. Birge, Chief Marketing Officer.

Historical Compensation Decisions

We are a privately held company with a relatively small number of stockholders, including our principal stockholders, Sequoia Capital, General Catalyst

Partners, Accel Partners and Oak Investment Partners. As a result, we have not previously been subject to any stock exchange listing or SEC rules requiring a

majority of our board of directors to be independent or relating to the formation and functioning of board committees. Most, if not all, of our prior

compensation policies and determinations, including those made for fiscal year 2009, have been the product of discussions between our Chief Executive

Officer, our Chief Technology Officer and our existing compensation committee and board of directors.

Upon completion of this offering, we expect that our compensation committee will review our existing compensation approach to determine whether such

approach is appropriate given that we will be a public company. Accordingly, the compensation paid to our named executive officers for fiscal year 2009 is

not necessarily indicative of how we will compensate our named executive officers in the future.

Compensation Philosophy and Objectives

Our board of directors, in consultation with our compensation committee, reviews and approves the compensation of our named executive officers and

oversees and administers our executive compensation approach and initiatives. Our executive compensation approach is based upon a philosophy that is

designed to:

•
attract and retain talented and experienced executives in our industry;

•
reward executives whose knowledge, skills and performance are critical to our success;

•

align the interests of our executive officers and stockholders by motivating executive officers to increase stockholder value and rewarding executive

officers when stockholder value increases; and

•
recognize the contributions each executive officer makes to our success.

The board of directors meets outside the presence of all of our named executive officers, except Ms. Klein, our General Counsel and Secretary, to consider

appropriate compensation for our Chief Executive Officer and Chief Technology Officer. For all other named executive officers, the board of directors meets

outside the presence of all named executive officers except our Chief Executive Officer, Chief Technology Officer and our General Counsel and Secretary,

and further meets outside the presence of Ms. Klein when her compensation is being considered.



Historically, compensation has been highly individualized, the result of arm’s-length negotiations and based on a variety of informal factors including, in

addition to the factors listed above, our financial condition and available resources, our need for a particular position to be filled and the compensation levels

of our other executive officers. In addition, we informally considered the competitive market for corresponding positions within the online travel and

general technology industries. This informal consideration was based on the general knowledge possessed by members of our board of directors and our

executive officers regarding the compensation given to executive officers of other similarly situated companies and through informal benchmarking. As a

result, our compensation committee and board of directors historically have applied their discretion to make compensation decisions and set the

compensation for each named executive officer on an individual basis.

Upon completion of this offering, we expect that our Chief Executive Officer and Chief Technology Officer will review annually with the compensation

committee each named executive officer’s performance and recommend appropriate base salary, cash performance awards and grants of equity incentive

awards. Based upon these recommendations, and in consideration of the objectives described above and the principles described below, the compensation

committee will approve the annual compensation packages of our named executive officers other than our Chief Executive Officer and Chief Technology

Officer. The compensation committee, or the full board of directors upon recommendation of the compensation committee, will also annually analyze the

performance of our Chief Executive Officer and Chief Technology Officer and approve their annual compensation packages based on its assessment of their

performance.

Elements of Compensation

Our current executive compensation approach, which was set by our compensation committee and board of directors, consists of the following components:

•
base salary;

•
annual bonus awards consisting of cash or restricted stock awards, linked to corporate and individual performance;

•
periodic grants of stock options and restricted stock awards; and

•
other executive benefits and perquisites.

Executive compensation includes both fixed compensation (base salary, benefits and executive perquisites) and variable compensation (annual bonus and

equity grants). Each component is linked to one or more of the compensation philosophy objectives listed above.

Fixed compensation is designed to induce talented executives to join or remain with us, while variable cash incentive awards are tied specifically to the

achievement of our annual financial objectives and individual performance. Bonus amounts generally relate to the scope of responsibility for each named

executive officer. Our bonus awards are designed to align each executive’s annual goals for his or her respective area of responsibility with the financial goals

of the entire business.

The other element to variable compensation is equity awards, including stock option awards and restricted stock awards. Our Third Amended and Restated

2005 Equity Incentive Plan was adopted by our board of directors to award equity-based compensation, including stock options and restricted stock to

executive officers and other key employees. The grants awarded under our Third Amended and Restated 2005 Equity Incentive Plan had no public market

and no certain opportunity for liquidity until the completion of this offering, making them inherently long-term compensation. We expect to discontinue

granting new awards under our Third Amended and Restated 2005 Equity Incentive Plan and adopt a 2011 Equity Incentive Plan, which will be in effect

upon completion of this offering.

In the future, the compensation committee and the board of directors may engage and seek the input of consultants to evaluate our compensation packages

and may formally benchmark executive compensation against a peer group of comparable companies.

Base Salary

Historically, base salary has been the primary component of our compensation packages as it provides a constant and consistent source of income to our

named executive officers. The initial base salary for each of our named executive officers was set in his or her employment agreement when the named

executive officer commenced employment with us. Typically, base salaries are reviewed annually by our compensation committee and board of directors

with input from our Chief Executive Officer and Chief Technology Officer, for base salaries other than the Chief Executive Officer and Chief Technology

Officer, and may be increased depending on business circumstances and individual situations. Base salary also affects bonus awards as bonus awards for

most employees, including named executive officers, are typically based on a percentage of base salary. Upon the completion of this offering, in determining

base salaries of our named executive officers, the compensation committee and board of directors may also consider recommendations by compensation

consultants, formal benchmarking against a particular set of comparable companies or survey data, or a combination of these factors.

In fiscal year 2009, our named executive officers received the following in annual base salary: $ for Mr. Hafner; $ for Ms. Reiter; $ for Mr. English; $ for Ms.

Klein; and $ for Mr. Birge.

In fiscal year 2009, as part of the review process of the board of directors, Ms. Klein received a salary increase from $ to $ to align Ms. Klein’s base salary

with that of similarly situated executives. There were no other salary increases for our named executive officers in 2009. There were no salary decreases for

our named executive officers in 2009.

Bonus Awards

Our board of directors, with input from our compensation committee and our Chief Executive Officer and Chief Technology Officer, other than for their

own bonuses, determines annual cash bonus awards to our named executive officers. The annual cash bonuses are intended to reward the achievement of

corporate objectives linked to our financial results. Historically, we have typically offered named executive officers the choice to take any bonus actually



awarded either in cash or in a comparable number of shares of restricted common stock. We believe that our bonus awards help us attract and retain

qualified and highly skilled executives and reward and motivate named executive officers who have had a positive impact on corporate results.

Historically, on an annual basis, our board of directors typically sets aside a bonus pool for executive officers and key employees with bonuses paid out, if at

all, at the discretion of the board of directors, for Mr. Hafner and Mr. English, or by Mr. Hafner and Mr. English, for most other employees. Bonuses are

typically based on positive performance and our achievement of certain financial and commercial targets determined by the board of directors prior to the

beginning of each fiscal year. For our named executive officers, bonus targets, as a percentage of base salary, are set forth in the employment contract of each

named executive officer. Actual bonus awards represent a portion of such target percentages, based on KAYAK’s achievement of corporate targets and the

individual’s contribution to such achievement of corporate performance.

In determining bonuses for fiscal year 2008 and fiscal year 2009, the board of directors, for Mr. Hafner and Mr. English, and Mr. Hafner and Mr. English, for

the other named executive officers, determined that each named executive officer made positive contributions to our financial performance. In fiscal year

2008, the following financial and corporate achievements, among other items, were noted:

•
we met or exceeded our customer satisfaction targets for the year;

•
we met or exceeded our revenue targets for the year;

•
we met or exceeded our cash flow targets for the year; and

•
we met or exceeded our targeted number of visitors to our websites and queries for the year.

As a result of our financial performance, our board of directors awarded the following cash bonus amounts for fiscal year 2008, which were paid in 2009:

received $ ; received $ ; and received $ . Of such amounts, elected to receive share of restricted common stock, elected to receive shares of restricted

common stock and elected to receive shares of restricted common stock.

In fiscal year 2009, the following financial and corporate achievements, among other items, were noted:

•
we substantially met our target goals for number of visits and queries for the year; and

•
we substantially met our commercialization goals for the year including our target revenues and target EBITDA amounts.

Since we failed to fully meet our target financial and corporate goals for the year, the bonuses paid for fiscal year 2009 were only % of the targets set in each

named executive officer’s employment agreement, and Mr. Hafner and Mr. English did not receive a bonus award. As a result our financial performance, our

board of directors awarded the following cash bonus amounts for fiscal year 2009, which were paid in 2010: received $ ; received $ ; and received $ . Of such

amounts, elected to receive shares of restricted common stock, elected to receive shares of restricted common stock and elected to receive shares of

restricted common stock.

In fiscal year 2010, the board of directors revised the maximum bonus amounts Mr. Hafner and Mr. English could receive as a percentage of their respective

salaries, retroactive to January 1, 2009. As a result, Mr. Hafner is entitled to earn a bonus of up to % of his base salary, and Mr. English is entitled to earn a

bonus up to % of his base salary.

Upon completion of this offering, we expect our board of directors or compensation committee to establish a bonus plan comparable to other public

companies in our industry. We may use formal bench-marking efforts to establish such a bonus plan.

Equity-Based Compensation

Our board of directors believes that equity-based compensation is an important component of our executive compensation approach and that providing a

significant portion of our named executive officers’ total compensation package in equity-based compensation aligns the incentives of our named executive

officers with the interests of our stockholders and with our long-term corporate success. Additionally, our compensation committee and board of directors

believe that equity-based compensation awards enable us to attract, motivate, retain and adequately compensate executive talent. To that end, we have

awarded equity-based compensation in the form of options to purchase shares of our common stock and shares of restricted stock. Our compensation

committee and board of directors believe these forms of equity-based compensation provide our named executive officers with a significant long-term

interest in our success by rewarding the creation of stockholder value over time.

Stock Options

Generally, each named executive officer is provided with a stock option grant when he or she joins KAYAK based upon his or her position with us. Each such

initial stock option grant generally vests over the course of four years with 25% of the shares vesting on the first anniversary of the grant date or

employment date, as applicable, and the remainder of the shares vesting in 36 equal monthly installments. In addition to stock options granted upon

commencement of employment with us, our compensation committee or board of directors may grant additional stock options from time to time to retain

our executives and to recognize the achievement of corporate and individual goals. Stock options awarded as retention grants or in recognition of special

achievements generally vest in 48 equal monthly installments. The term of stock options issued under our Third Amended and Restated 2005 Equity

Incentive Plan is generally ten years from the date of grant.

Stock options are granted with an exercise price equal to or greater than the fair value of our stock on the applicable date of grant. To date, our board of

directors has determined fair value for purposes of stock option pricing based on appraisals performed by independent consultants retained for this

purpose and through the board of directors’ own good-faith analysis at the time the options were granted after review of all factors deemed relevant by the



board of directors, including among others:

•

the value of our tangible and intangible assets, the present value of our projected future cash-flows and other elements of our financial performance and

position;

•
any recently completed arm’s-length transactions in our capital stock;

•
the competitive landscape;

•
the market value of stock or equity interests in comparable companies;

•
the liquidation preferences and other preferential rights of our convertible preferred stock;

•
the lack of a control premium in the our common stock; and

•
the lack of marketability of our common stock.

After the completion of this offering, fair value will be based on the closing price of our common stock on the date of grant.

In general, stock option grants to our named executive officers have been determined at the discretion of our board of directors. In addition, our board of

directors has also considered a named executive officer’s current position with us, the size of his or her total compensation package and the amount of

existing vested and unvested stock options, if any, then held by the executive officer. Upon completion of this offering, the compensation committee intends

to undertake primary responsibility for this function and to formalize this process with annual grants and may use formal bench-marking efforts to

determine grant amounts.

Restricted Stock

In addition to grants of stock options, we have also awarded shares of restricted stock to our executive officers and key employees in lieu of all or a portion

of their annual merit-based cash bonus and stock option awards, and in recognition of special contributions and achievements. We believe that the use of

restricted stock awards as a portion of our long-term equity-based compensation program may have the benefit of incentivizing our executive officers and

key employees to remain with us and to continue performing at a high level even during periods in which our stock price is down and previously granted

stock options may have little or no realizable value.

Fiscal Year 2009 Stock Option and Restricted Stock Awards In fiscal year 2009, we approved stock option awards to Ms. Reiter and Mr. Birge in connection

with their commencement of employment with KAYAK. In fiscal year 2009, we also approved grants of restricted stock awards to Messrs. Hafner, English

and Birge and Ms. Klein. These restricted stock grants represent a portion of the 2009 merit-based bonuses of certain named executive officers who elected

to receive restricted stock in lieu of cash, up to the maximum value of the cash bonus amount awarded to such executive by the board of directors. The

shares of restricted stock awards representing such grants were issued to the recipients in February 2010.

The stock options and restricted stock awards were granted in accordance with our Third Amended and Restated 2005 Equity Incentive Plan as follows:

Name Grant Date

Number of Securities

Underlying Options

(#)

Exercise Price of

Option Awards

($/Sh)

The number of shares of common stock underlying each stock option grant was determined by our board of directors based upon the outstanding equity

grants held both by the individual and by our named executive officers as a group, total compensation, performance, the vesting dates of outstanding grants,

tax and accounting costs, potential dilution and other factors. The exercise price of the stock options equals at least 100% of the fair market value on the

grant date in accordance with the terms of the Third Amended and Restated 2005 Equity Incentive Plan. The number of shares underlying each restricted

stock grant to executives electing to receive restricted stock in lieu of part or all of their 2009 merit bonus was determined based on the fair market value of

our common stock on the grant date and the dollar amount of the executive’s cash bonus that the executive elected to receive instead in the form of

restricted stock.

Other Executive Benefits and Perquisites

We provide the following benefits to our named executive officers to attract and retain qualified and highly skilled executives:

•
health and dental insurance;

•
long-term disability, life insurance and accidental death and dismemberment insurance plans;

•
participation in our flexible spending plan;

•
participation in the our 401(k) plan;

•
paid vacation as provided in each named executive officer’s employment contract; and



•
directors’ and officers’ liability insurance.

We also provide for the reimbursement of certain business and travel expenses to our named executive officers. In addition, in 2009, we provided $ in

expenses to Ms. Reiter in connection with her relocation to the New York City area in connection with the commencement of her employment with us.

Severance and Change-in-Control Benefits

We have entered into employment agreements with the named executive officers that contain severance benefits, the terms of which are described under the

heading “—Employment Agreements and Potential Payments Upon Termination or Change-in-Control.” We believe these severance benefits are essential

elements of our executive compensation package by assisting in recruiting and retaining talented executives.

Section 162(m) Compliance

Section 162(m) of the U.S. Internal Revenue Code of 1986, as amended, or the Code, limits us to a deduction for federal income tax purposes of no more

than $1.0 million of compensation paid to certain executive officers in a taxable year. Compensation above $1.0 million may be deducted if it is

“performance-based compensation” within the meaning of section 162(m) of the Code. Our board of directors believes that we should be able to continue to

manage our executive compensation for our named executive officers so as to preserve the related federal income tax deductions, although individual

exceptions may occur.

Summary Compensation table

The following table sets forth certain information regarding compensation for fiscal year 2009 awarded to or paid to our named executive officers.

Name and Principal Position
Year

Salary

($)

Bonus

($)

Stock

Awards($)

Option

Awards($)

All Other

Compensation($)

Total

($)

Daniel Stephen Hafner
2009

Chief Executive Officer & Cofounder

Melissa H. Reiter
2009

Vice President of Finance

Paul M. English
2009

Chief Technology Officer & Cofounder

Karen Ruzic Klein
2009

General Counsel

Robert M. Birge
2009

Chief Marketing Officer

2009 Grants of Plan-Based Awards

The following table sets forth certain information regarding grants of plan-based awards to our named executive officers for fiscal year 2009.

Name Grant

Date

Approval

Date

Estimated Future

Payouts Under

Non-Equity Incentive

Plan Awards

Estimated Future

Payouts Under

Equity Incentive

Plan Awards
All

OtherStockAwards:NumberofSharesof

Stock

(#)

All Other

OptionAwards:Number

ofSecuritiesUnderlyingOptions

(#)

Ex

or

of

($

Threshold

($)

Target

($)

Maximum

($)

Threshold

(#)

Target

(#)

Maximum

(#)

Daniel

Stephen

Hafner

Melissa

H.

Reiter

Paul M.

English

Karen

Ruzic

Klein

Robert

M.

Birge

Outstanding Equity Awards at 2009 Fiscal Year-End

The following table sets forth certain information regarding outstanding equity awards for each of our named executive officers as of end of fiscal year 2009.

Option Awards



Name

Number of

SecuritiesUnderlyingUnexercisedOptions

(#)

Exercisable

Number of

SecuritiesUnderlyingUnexercisedOptions

(#)

Unexercisable

Equity

IncentivePlanAwards:Number

ofSecuritiesUnderlyingUnexercisedUnearnedOptions

(#)

Option

ExercisePrice

($)

Daniel

Stephen

Hafner

Melissa

H.

Reiter

Paul M.

English

Karen

Ruzic

Klein

Robert

M.

Birge

Options Exercised and Stock Vested

The following table sets forth stock vested pursuant to awards of restricted stock for each of our named executive officers during the fiscal year 2009. None

of our named executive officers exercised stock options during the fiscal year 2009.

Stock Awards

Name

Number of Shares Acquired on

Vesting

(#)

Value Realized on

Vesting

($)

Daniel Stephen Hafner

Melissa H. Reiter

Paul M. English

Karen Ruzic Klein

Robert M. Birge

Pension Benefits

We do not sponsor defined benefit plans. Consequently, our named executive officers did not participate in, or have account balances in, qualified or

nonqualified defined benefit plans. Our board of directors or compensation committee may elect to adopt qualified or nonqualified defined benefit plans in

the future if it determines that doing so is in our best interest.

Nonqualified Deferred Compensation

We do not maintain nonqualified defined contribution plans or other deferred compensation plans. Consequently, our named executive officers did not

participate in, or have account balances in, nonqualified defined contribution plans or other nonqualified deferred compensation plans. Our board of

directors or compensation committee may elect to provide our executive officers and other employees with nonqualified defined contribution or other

nonqualified deferred compensation benefits in the future if it determines that doing so is in our best interest.

Employment Agreements and Potential Payments Upon Termination or Change-in-Control

Employment Agreements

We have entered into employment agreements with each of our named executive officers as described below.

Daniel Stephen Hafner. On March 2, 2004, we entered into an executive employment agreement with Mr. Hafner, which was amended on March 1, 2007 and

June 26, 2008. The agreement provides for an annual base salary of $ , subject to adjustment by the board of directors, and a bonus of up to % of his annual

base salary, payable in either cash or restricted common stock, at the election of Mr. Hafner. The agreement also provides for four weeks of paid vacation per

year, reimbursement of reasonable business expenses, and participation in such other benefits programs as are provided to our executives generally.

Melissa H. Reiter. On September 30, 2009, we entered into an employment agreement with Ms. Reiter. The agreement provides for Ms. Reiter to receive an

annual base salary of $ , subject to periodic review and adjustment by management, and an annual bonus of up to % of her annual base salary, payable in

either cash or restricted stock, at the election of KAYAK. Under the agreement, Ms. Reiter received a signing bonus of $ and a guaranteed 2009 bonus of $ ,

which was paid in 2010. The agreement provides for three weeks of paid vacation per year, reimbursement of reasonable business expenses, and

participation in such other benefits programs as are provided to our executives generally. In addition, the terms of the agreement permitted Ms. Reiter to be

reimbursed for up to $ for expenses incurred in connection with her relocation in connection with the commencement of her employment with KAYAK.

Paul M. English. On March 2, 2004, we entered into an executive employment agreement with Mr. English, which was amended on March 1, 2007 and June

26, 2008. The agreement provides for an annual base salary of $ , subject to adjustment by the board of directors, and a bonus of up to % of his annual base

salary, payable in either cash or restricted common stock, at the election of Mr. English. The agreement also provides for four weeks of paid vacation per

year, reimbursement of reasonable business expenses and participation in such other benefits programs as are provided to our executives generally.



Karen Ruzic Klein. On October 22, 2007, we entered into an employment agreement with Ms. Klein, which provides for an annual base salary of $ , subject

to periodic review and adjustment by management, and an annual bonus of up to % of her annual base salary, payable in either cash or restricted stock, at

the election of KAYAK. The agreement provides for three weeks of paid vacation per year, reimbursement of reasonable business expenses, and

participation in such other benefits programs as are provided to our executives generally.

Robert M. Birge. On April 9, 2009, we entered into an employment agreement with Mr. Birge, which provides for an annual base salary of $ , subject to

periodic review and adjustment by management, and an annual bonus of up to % of his annual base salary, payable in either cash or restricted stock, at the

election of KAYAK. The agreement provides for three weeks of paid vacation per year, reimbursement of reasonable business expenses, and participation in

such other benefits programs as are provided to our executives generally.

Termination of Employment Agreements and Change-in-Control Arrangements

The information below describes and quantifies certain compensation that would become payable under each named executive officer’s employment

agreement if, as of December 31, 2009, their employment agreements were in effect and their employment with us had been terminated. Due to the number

of factors that affect the nature and amount of any benefits provided upon the events discussed below, any actual amounts paid or distributed may be

different. Factors that could affect these amounts include the timing during the year of any such event.

The employment agreements for Mr. Hafner and Mr. English provide for compensation in the event of termination of their employment due to death or

disability, without cause, and by the executive for good reason. Both Mr. Hafner’s and Mr. English’s employment agreements contain the following

termination-related provisions:

•

Termination Due to Death or Disability. Severance payments equal to any unpaid portion of the executive’s base salary through the date of death or

disability, any accrued but unused vacation time through the date of termination, and reimbursement of business expenses incurred through such date. In

addition, the executive would be entitled to any unpaid bonuses from prior years, and the pro rata portion of any bonus earned but unpaid for the year

during which the agreement is terminated.

•

Termination Without Cause or for Good Reason. Severance payments equal to the executive’s base salary through the date of termination, and for six months

thereafter, to be paid in accordance with our standard payroll practices, any accrued but unused vacation time through the date of termination, and

reimbursement of business expenses incurred through such date. If the employee elects to continue medical insurance coverage after termination, KAYAK

would pay COBRA payments during the six-month severance period, or until the employee accepted other employment, if sooner. In addition, the executive

would be entitled to any unpaid bonuses from prior years, and the pro rata portion of any bonus earned but unpaid for the year during which the agreement

is terminated.

•

Termination by the Employee other than for Good Reason. Any salary earned but unpaid through the date of termination, any earned but unpaid bonuses from

prior years, any accrued by unused vacation time through the date of termination, and reimbursement of business expenses incurred through such date.

•

Conditions to Severance. Receipt of any severance and benefits upon termination without cause or for good reason is conditioned on the executive signing a

release and waiver of claims in a form satisfactory to us.

•

Noncompetition. Mr. Hafner’s and Mr. English’s executive employment agreements also require each of them to enter into our standard employee

noncompetition, nondisclosure and developments agreement, which generally prohibit employees from disclosing confidential information and trade secrets,

soliciting any employee, vendor or customer for one year following termination of their employment and working with or for any competing companies during

their employment and for one year thereafter. In addition to Mr. Hafner and Mr. English, our other named executive offers have also entered into our

standard employee noncompetition, nondisclosure and developments agreement.

•

“For Cause.” Under these employment agreements, “cause” generally means (i) failure or refusal of the employee to perform his reasonably assigned duties

to KAYAK; (ii) a material breach of the employment agreement or the employee noncompetition, nondisclosure and developments agreement described above, or

any other agreement between the employee and KAYAK relating to the employee’s employment with KAYAK; (iii) embezzlement or misappropriation of KAYAK’s

assets or property; (iv) gross negligence, misconduct, neglect of duties, theft dishonesty or fraud with respect to KAYAK, or a breach of fiduciary duties

to KAYAK; or (v) indictment or conviction of felony or any crime involving moral turpitude, including a plea of guilty or nolo contendere.

•

“Good Reason.” Under these employment agreements, “good reason” generally means (i) mutual agreement between us and the employee that good reason exists;

(ii) a material violation by us of the employee’s executive employment agreement; (iii) demotion of the executive, without his prior consent, to a

position that does not include significant managerial responsibilities; or (iv) reduction in base salary, other than in connection with and substantially

proportionate to a general salary reduction that applies to our executive officers generally.

The employment agreements for Mss. Reiter and Klein and Mr. Birge each provide for compensation in the event of involuntary termination of their

employment other than for cause. Under these employment agreements, in the event of involuntary termination of their employment other than for cause,

each would be entitled to receive six months base salary plus bonus and payment of COBRA insurance coverage for the duration of the six month severance

term. In addition, Ms. Reiter would be entitled to receive six months base salary as severance if we were to hire a Chief Financial Officer and she were to

elect to terminate her employment during the six month period immediately following the hiring of such Chief Financial Officer.

Under both our Third Amended and Restated 2005 Equity Incentive Plan and our 2004 Stock Incentive Plan, in the event of a merger or consolidation,

other than a merger or consolidation in which our stockholders will hold more than 50% of the equity interests of the surviving entity immediately

following such merger or consolidation, the sale of all or substantially all of our assets, or the acquisition by any person of securities representing more than

50% of the total combined voting power of KAYAK, all of which are referred to in this prospectus as a change of control, (i) 50% of the unvested portion of

all options outstanding as of the date of the change of control will vest and become exercisable as of such date and (ii) the risk of forfeiture (as defined in the

plans) or repurchase right applicable to 50% of any restricted stock grant will lapse, and 50% of the stock relating to such awards will become free of all

restrictions and become fully vested and transferable, as of the date of the change in control. The remaining outstanding options and restricted stock subject

to a risk of forfeiture or repurchase right will vest and become exercisable upon:



•

the termination of the participant’s employment or other association with us and our affiliates by us without cause (as defined in the plans) or by the

plan participant for good reason (as defined in the plans) or upon the plan participant’s position, duties, authority or responsibilities being materially

diminished, other than on a temporary basis, within one year after the date of such change of control; or

•

the date a change of control occurred if such termination or diminution occurs within 60 days prior to the date on which the change of control occurred,

and the affected plan participant demonstrates that such termination or diminution was at the request of a third party that took actions to effect the

change of control or otherwise arose in connection with or anticipation of the change of control.

In the event of a change of control, outstanding awards under both plans will be subject to the terms of any agreement of merger or reorganization that

effects the change of control.

Under certain of the individual stock option agreements and restricted stock agreements entered into with each of our named executive officers, we have the

right to repurchase any shares of common stock acquired by the executive pursuant to the exercise of stock options for a period of 90 days following the

later of the termination of the executive’s employment and the receipt by the executive of the shares upon exercise of the stock option. Our right of

repurchase with respect to the stock options subject to any stock option agreement will lapse to the extent the shares subject to such stock option agreement

become readily tradable on a nationally recognized securities exchange or market.

The following table sets forth the amounts of compensation payable by us to our named executive officers, including cash severance, benefits and perquisites

and long-term incentives. The amounts shown assume that the specified event was effective as of December 31, 2009 under their employment agreements.

The actual amounts to be paid can only be determined at the time of the termination of employment or change-in-control, as applicable.

Element Benefits and

Payments

Termination by

KAYAKWithout Cause

($)

Employee

Resignation forGood Reason

($)

Termination

Due to Death orDisability

($)

Change of

Control

($)

Change of

Control andTermination

($)

Daniel Stephen Hafner
Base Salary

Bonus

Other

Melissa H. Reiter
Base Salary

Bonus

Other

Paul M. English
Base Salary

Bonus

Other

Karen Ruzic Klein
Base Salary

Bonus

Other

Robert M. Birge
Base Salary

Bonus

Other

2011 Equity Incentive Plan

The following is a summary of the material terms of the 2011 Equity Incentive Plan, which will be in effect upon completion of this offering, but does not

include all of the provisions of the 2011 Equity Incentive Plan. For further information about the 2011 Equity Incentive Plan, we refer you to the complete

copy of the 2011 Equity Incentive Plan, which we will file as an exhibit to our registration statement of which this prospectus is a part.

The 2011 Equity Incentive Plan provides for the grant of incentive stock option and nonstatutory stock options, stock appreciation rights, restricted stock

and stock unit awards, performance units, stock grants and qualified performance-based awards, which we collectively refer to as “awards” in connection

with the 2011 Equity Incentive Plan. Directors, officers and other employees of us and our subsidiaries, as well as others performing consulting or advisory

services for us, are eligible for grants under the 2011 Equity Incentive Plan. The purpose of the 2011 Equity Incentive Plan is to provide incentives that will

attract, retain and motivate highly competent officers, directors, employees and consultants to promote the success of our business.

Administration

Under its terms, the compensation committee of the board of directors administers the 2011 Equity Incentive Plan. The board of directors itself may

exercise any of the powers and responsibilities under the 2011 Equity Incentive Plan. Subject to the terms of the 2011 Equity Incentive Plan, the plan

administrator (the board or its compensation committee) will select the recipients of awards and determine, among other things, the:

•
number of shares of common stock covered by the awards and the dates upon which such awards become exercisable or any restrictions lapse, as applicable;

•
type of award and the exercise or purchase price and method of payment for each such award;

•
vesting period for awards, risks of forfeiture and any potential acceleration of vesting or lapses in risks of forfeiture; and

•
duration of awards.



All decisions, determinations and interpretations by the compensation committee, and any rules and regulations under the 2011 Equity Incentive Plan and

the terms and conditions of or operation of any award, are final and binding on all participants, beneficiaries, heirs, assigns or other persons holding or

claiming rights under the 2011 Equity Incentive Plan or any award.

Available Shares

The aggregate number of shares of our common stock which may be issued or used for reference purposes under the 2011 Equity Incentive Plan or with

respect to which awards may be granted may not exceed shares, which may be either authorized and unissued shares of our common stock or shares of

common stock held in or acquired for our treasury. In general, if awards under the 2011 Equity Incentive Plan are for any reason cancelled, or expire or

terminate unexercised, the number of shares covered by such awards will again be available for the grant of awards under the 2011 Equity Incentive Plan. In

addition, (i) shares that were subject to a stock-settled stock appreciation right and were not issued upon the net settlement or net exercise of such stock

appreciation right, (ii) shares used to pay the exercise price of a stock option, (iii) shares delivered to or withheld by us to pay the withholding taxes related to

an award, and (iv) shares repurchased on the open market with the proceeds of an option exercise do not count as shares issued under the 2011 Equity

Incentive Plan.

Eligibility for Participation

Members of our board of directors, as well as employees of, and consultants to, us or any of our subsidiaries and affiliates are eligible to receive awards under

the 2011 Equity Incentive Plan. The selection of participants is within the sole discretion of the compensation committee.

Incentive Stock Options

Incentive stock options are intended to qualify as incentive stock options under Section 422 of the Code and will be granted pursuant to incentive stock

option agreements. The plan administrator will determine the exercise price for an incentive stock option, which may not be less than 100% of the fair

market value of the stock underlying the option determined on the date of grant. In addition, incentive options granted to employees who own, or are

deemed to own, more than 10% of our voting stock, must have an exercise price not less than 110% of the fair market value of the stock underlying the

option determined on the date of grant.

Nonstatutory Stock Options

Nonstatutory stock options are not intended to qualify as incentive stock options under Section 422 of the Code and will be granted pursuant to

nonstatutory stock option agreements. The plan administrator will determine the exercise price for a nonstatutory stock option, which may not be less than

the fair market value of the stock underlying the option determined on the date of grant.

Stock Appreciation Rights

A stock appreciation right, or a SAR, entitles a participant to receive a payment equal in value to the difference between the fair market value of a share of

stock on the date of exercise of the SAR over the grant price of the SAR. The administrator may pay that amount in cash, in shares of our common stock, or

a combination. The terms, methods of exercise, methods of settlement, form of consideration payable in settlement, and any other terms and conditions of

any SAR will be determined by the administrator at the time of the grant of award and will be reflected in the award agreement. In the event a SAR is

awarded together with an option, the exercise price shall equal the exercise price of the related option.

Restricted Stock and Stock Units

A restricted stock award or restricted stock unit award is the grant of shares of our common stock either currently (in the case of restricted stock) or at a

future date (in the case of restricted stock units) at a price determined by the administrator (including zero), that is nontransferable and is subject to

substantial risk of forfeiture until specific conditions or goals are met. Conditions may be based on continuing employment or achieving performance goals.

During the period of restriction, participants holding shares of restricted stock shall, except as otherwise provided in an individual award agreement, have

full voting and may have dividend rights with respect to such shares. The restrictions will lapse in accordance with a schedule or other conditions

determined by the administrator.

Performance Units

A performance unit award is a contingent right to receive predetermined shares of our common stock if certain performance goals are met. The value of

performance units will depend on the degree to which the specified performance goals are achieved but are generally based on the value of our common

stock. The administrator may, in its discretion, pay earned performance shares in cash, or stock, or a combination of both.

Stock Grants

A stock grant is an award of shares of common stock without restriction. Stock grants may only be made in limited circumstances, such as in lieu of other

earned compensation. Stock grants are made without any forfeiture conditions.

Qualified Performance-Based Awards

Grants of performance-based awards enable us to treat other awards granted under the 2011 Equity Incentive Plan as “performance-based compensation”

under Section 162(m) of the Code and preserve the deductibility of these awards for federal income tax purposes. Because Section 162(m) only applies to

those employees who are “covered employees” as defined in Section 162(m), only covered employees, and those likely to become covered employees, are

eligible to receive performance-based awards.



Participants under the 2011 Equity Incentive Plan are only entitled to receive payment for a performance-based award for any given performance period to

the extent that pre-established performance goals set by the administrator for the period are satisfied. These pre-established performance goals must be

based on one or more of the following performance criteria: pre- or after-tax net earnings, sales or revenue, operating earnings, operating cash flow, return

on net assets, return on stockholders’ equity, return on assets, return on capital, stock price growth, stockholder returns, gross or net profit margin, earnings

per share, price per share, and market share. These performance criteria may be measured in absolute terms or as compared to any incremental increase or

as compared to results of a peer group. With regard to other awards, other than options, intended to qualify as qualified performance-based awards, the

administrator has the discretion to select the length of the performance period, the type of performance-based awards to be granted, and the goals that will

be used to measure the performance for the period. In determining the actual size of an individual performance-based award for a performance period, the

administrator may reduce or eliminate (but not increase) the award. Generally, a participant must be employed on the date the performance-based award is

paid to be eligible for a performance-based award for that period.

Transferability

Awards granted under the 2011 Equity Incentive Plan are generally nontransferable (other than by will or the laws of descent and distribution), except that

the compensation committee may provide for the transferability of nonstatutory stock options at the time of grant or thereafter to certain family members.

Changes to Capital Structure

In the event of certain types of changes in our capital structure, such as a share split, the number of shares reserved under the plan and the number of shares

and exercise price or strike price, if applicable, of all outstanding awards will be appropriately adjusted.

Change of Control

In the event of a reorganization or change of control event, as such terms are defined in the 2011 Equity Incentive Plan, the plan administrator shall have

the discretion to provide for any or all of the following: (a) the assumption of outstanding awards or the substituting of equivalent rights by the acquiring or

succeeding entity; (b) the termination of all awards immediately prior to the transaction unless exercised within a specified period; (c) the exercise of

outstanding options, stock appreciation rights or the lapse in any risk of forfeiture for restricted stock and stock units (in whole or in part) upon the

transaction; (d) cash payments to be made to holders; (e) the conversion of awards into the right to receive liquidation proceeds in connection with our

liquidation or dissolution; or (f ) any combination of the foregoing.

Amendment and Termination

Our board of directors may at any time amend any or all of the provisions of the 2011 Equity Incentive Plan, or suspend or terminate it entirely,

retroactively or otherwise. Unless otherwise required by law or specifically provided in the 2011 Equity Incentive Plan, the rights of a participant under

awards granted prior to any amendment, suspension or termination may not be adversely affected without the consent of the participant. Neither our board

of directors nor the administrator has the ability to reprice stock options or stock appreciation rights (other than pro rata adjustments to reflect stock splits,

stock dividends or other corporate transactions, or repricings our stockholders approve), including programs under which outstanding options are

surrendered or cancelled in exchange for options with a lower exercise price or greater economic value. The 2011 Equity Incentive Plan expires after ten

years.

Third Amended and Restated 2005 Equity Incentive Plan

In December 2007, our board of directors and stockholders approved the Third Amended and Restated 2005 Equity Incentive Plan, which was effective for

a ten-year term, to provide incentives to attract, retain and motivate highly competent officers, directors, employees and consultants to promote the success

of our business. Our board of directors and stockholders amended the Third Amended and Restated 2005 Equity Incentive Plan on six occasions, each time

to increase the number of shares authorized for issuance thereunder. We refer to the Third Amended and Restated 2005 Equity Incentive Plan, as amended,

in this section as the 2005 Plan.

Under the 2005 Plan, the aggregate number of shares of our common stock that may be issued or with respect to which awards may be granted shall not

exceed 12,000,000 shares, minus outstanding options, outstanding awards of restricted stock and shares of stock underlying exercised options under the

2004 Stock Incentive Plan, except in the event of a stock dividend, split, reclassification or other similar corporate transaction.

Employees, directors and consultants are eligible to receive options and other equity awards based on our stock under the 2005 Plan. Only employees,

however, are eligible to receive incentive options. In the case of incentive options, the option price shall be not less than the fair market value of our stock

underlying the option on the date the option is granted, or not less than 110% of that fair market value for a holder of 10% of our voting stock. Incentive

options expire ten years after the date on which they are granted, or five years after the grant date for holders of 10% of our voting stock. Certain change-in-

control transactions accelerate the vesting of options and the lapse of restrictions on other equity awards under the 2005 Plan, as more fully discussed in “—

Employment Agreements and Potential Payments Upon Termination or Change-in-Control—Termination of Employment Agreements and Change-in-

Control Arrangements.” Additionally, upon the filing of a registration statement with respect to shares of our common stock, the recipients of awards under

the 2005 Plan become subject to lock-up periods without the requirement of formally entering into lock-up agreements.

We expect to no longer issue awards under the 2005 Plan upon completion of this offering and adopt the 2011 Equity Incentive Plan, which is discussed

above. No awards outstanding under the 2005 Plan, however, will be assumed by the 2011 Equity Incentive Plan. As of October 31, 2010, under the 2005

Plan, options to purchase 8,357,069 shares of our common stock were outstanding, we had issued 1,177,968 shares of our common stock pursuant to the

exercise of options and other equity awards and options representing 630,860 shares remained available for future issuance.



2004 Stock Incentive Plan

In May 2004 and August 2004, our board of directors and stockholders, respectively, approved the 2004 Stock Incentive Plan, effective for a ten-year term,

to provide incentives to attract, retain and motivate highly competent officers, directors, employees and consultants to promote the success of our business.

We refer to the 2004 Stock Incentive Plan in this section as the 2004 Plan. Under the 2004 Plan, the aggregate number of shares of our common stock that

may be issued or with respect to which awards may be granted shall not exceed 2,180,000 shares except in the event of a stock dividend, split,

reclassification or other similar corporate transaction.

Employees, directors and consultants are eligible to receive options and other equity awards based on our stock under the 2004 Plan. Only employees,

however, are eligible to receive incentive options. In the case of incentive options, the option price shall be not less than the fair market value of our stock

underlying the option on the date the option is granted, or not less than 110% of that fair market value for a holder of 10% of our voting stock. Incentive

options expire ten years after the date on which they are granted, or five years after the grant date for holders of 10% of our voting stock. Under the 2004

Plan, we may provide financial assistance to option grantees for exercising their options, except as prohibited by applicable law. Certain change-in-control

transactions accelerate the vesting of options and the lapse of restrictions on other equity awards under the 2004 Plan, as more fully discussed in “—

Employment Agreements and Potential Payments Upon Termination or Change-in-Control—Termination of Employment Agreements and Change-in-

Control Arrangements.” Additionally, upon the filing of a registration statement with respect to shares of our common stock, the recipients of awards under

the 2004 Plan become subject to lock-up periods without the requirement of formally entering into lock-up agreements.

Our board of directors discontinued grants of awards under the 2004 Plan in May 2005. As of October 31, 2010, we had issued 1,195,189 shares of our

common stock pursuant to the exercise of options and other equity awards under the 2004 Plan and options representing 638,914 shares of our common

stock were still outstanding.

Limitation of Liability and Indemnification of Officers and Directors

As permitted by Delaware law, our amended and restated certificate of incorporation and amended and restated by-laws that will be in effect upon

completion of this offering will provide that we will indemnify our directors and officers to the fullest extent permitted by Delaware law. Upon completion

of this offering, we expect to have in place directors’ and officers’ liability insurance that insures our directors and officers against the costs of defense,

settlement or payment of a judgment under certain circumstances. See “Certain Relationships and Related Party Transactions—Indemnification of Officers

and Directors” for more information.

Certain Relationships and Related Party Transactions
CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

Related Party Transactions

We describe below transactions since January 1, 2007 to which we were a party or will be a party, in which:

•
the amounts involved exceeded or will exceed $120,000; and

•

any of our directors, executive officers, holders of more than 5% of our common stock or any member of their immediate family had or will have a direct or

indirect material interest.

Loans to Daniel Stephen Hafner

On July 3, 2008, we loaned $550,000 to Mr. Hafner, our Chief Executive Officer and one of our directors, evidenced by a secured promissory note dated the

same day. The note accrued interest at a rate of 3.2% per annum and was secured by a pledge of 75,000 shares of our common stock. On January 22, 2009,

we loaned an additional $1,000,000 to Mr. Hafner and substituted his obligations under the earlier note with a secured promissory note and novation dated

the same day. The new note accrued interest at a rate of 2.06% per annum and was secured by a pledge of 301,904 shares of our common stock.

As of March 24, 2010, Mr. Hafner repaid $1,550,000 of principal and $45,818 as interest in full satisfaction of his obligations under the secured

promissory note and novation.

Loans to Paul M. English

On July 3, 2008, we loaned $550,000 to Mr. English, our Chief Technology Officer and one of our directors, evidenced by a secured promissory note dated

the same day. The note accrued interest at a rate of 3.2% per annum and was secured by a pledge of 75,000 shares of our common stock. On March 20,

2009, we loaned an additional $1,500,000 to Mr. English and substituted his obligations under the earlier note with a secured promissory note and

novation dated the same day. The new note accrued interest at a rate of 2.06% per annum and was secured by a pledge of 399,210 shares of our common

stock.

As of March 26, 2010, Mr. English repaid $2,050,000 of principal and $53,175 as interest in full satisfaction of his obligations under the secured

promissory note and novation.

Sale of Travelpost.com

On March 5, 2010, we sold certain of our assets related to the website www.travelpost.com and its travel information business to The New Travelco, Inc., a

Delaware corporation, which subsequently changed its name to TravelPost, Inc. Gregory E. Slyngstad, our director, is the Chief Executive Officer and a

director of TravelPost, Inc., and General Catalyst Group V, L.P. and GC Entrepreneurs Fund V, L.P., both of which are affiliated with General Catalyst



Partners, of which Joel E. Cutler, one of our directors, is managing director and cofounder, are stockholders of TravelPost, Inc. On March 5, 2010, we

entered into the following agreements with The New Travelco, Inc. in connection with the transaction:

•

Asset Purchase Agreement, which provides for the sale to The New Travelco, Inc. of certain assets in exchange for $3.6 million in cash, 800,000 shares of

The New Travelco, Inc. common stock and the assumption by The New Travelco, Inc. of certain of our obligations.

•

Commercial Agreement, pursuant to which we granted to The New Travelco, Inc. a three-year license to reproduce and publicly display hotel reviews and

hotel-related information in exchange for a monthly license fee of $50,000 for the term of the license.

•

Common Stock Purchase Agreement, providing for the transfer to us of 800,000 shares of The New Travelco, Inc. common stock referred to above and under

which we agreed to a lock-up period of 180 days following The New Travelco, Inc.’s first firm commitment underwritten public offering of its common stock.

•

Patent License Agreement, pursuant to which we granted The New Travelco, Inc. a royalty-free and perpetual license to use certain processes for the

operation of the www.travelpost.com website and associated domain names.

•

Software License Agreement, pursuant to which we granted The New Travelco, Inc. a royalty-free and perpetual license to use certain computer programs in

connection with the operation of the www.travelpost.com website and related domain names.

•

Right of First Refusal and Co-Sale Agreement, pursuant to which we agreed to certain preemptive rights in favor of The New Travelco, Inc. with respect to

its shares of common stock held by us. Mr. Slyngstad, General Catalyst Group V, L.P., GC Entrepreneurs Fund V, L.P. and certain other stockholders of The

New Travelco, Inc. were additional parties to the agreement.

•

Voting Agreement, under which we agreed to vote shares of The New Travelco, Inc.’s capital stock held by us in favor of the election of certain

individuals as directors of The New Travelco, Inc. in accordance with the provisions of the agreement. Mr. Slyngstad, General Catalyst Group V, L.P., GC

Entrepreneurs Fund V, L.P. and certain other stockholders of The New Travelco, Inc. were additional parties to the agreement.

Stockholders’ Agreement

On May 6, 2010, in connection with our acquisition of swoodoo, we entered into a Stockholders’ Agreement with certain holders of our convertible

preferred stock and our common stock, including funds affiliated with General Catalyst Partners, funds affiliated with Sequoia Capital, of which Michael

Moritz, one of our directors, is a partner, funds affiliated with Accel Partners, of which Hendrik W. Nelis, another of our directors, is a partner, Oak

Investment Partners, one of our stockholders, Mr. Hafner, Mr. English and Dr. Christian W. Saller, our Managing Director for Europe. Among other things,

the agreement provides for the following:

•

it gives us and certain of our stockholders the right of first refusal with respect to a sale of any of the 825,000 shares of our common stock issued to

Mr. Saller and other former swoodoo stockholders in connection with the acquisition;

•

it obligates Mr. Saller and other holders of the shares of our common stock issued in connection with the acquisition to vote their shares for the

election of the members of our board of directors consistent with the terms of our Fifth Amended and Restated Stock Restriction and Co-Sale Agreement; and

•

it provides that, in the event of an approved sale of us, Mr. Saller and other holders of the shares of our common stock issued in connection with the

acquisition shall be required to vote their shares in favor of the sale.

Upon the occurrence of certain events, including the closing of this offering, we will be obligated, at a holder’s request, to repurchase any or all of the shares

owned by such holder at a price of €13.33 per share. This Stockholders’ Agreement will terminate upon the closing of a public offering of at least $25

million, at a price per share of at least $31.09 (appropriately adjusted to reflect any subdivision or combination of our common stock).

Stock Restriction and Co-Sale Agreement

On December 20, 2007, we entered into the Fifth Amended and Restated Stock Restriction and Co-Sale Agreement with certain holders of our convertible

preferred stock and our common stock, including America Online, Inc., certain funds affiliated with General Catalyst Partners, Sequoia Capital and Accel

Partners, respectively, Oak Investment Partners, Mr. Slyngstad, Mr. Hafner, trusts of which Mr. Hafner is a trustee, Mr. English and trusts of which Mr.

English is a trustee. The agreement will terminate upon the completion of a public offering of at least $25 million at a price per share of at least $31.09

(appropriately adjusted to reflect any subdivision or combination of our common stock). Moreover, the requisite stockholder parties to the agreement have

agreed that in any event, the agreement will terminate upon the effectiveness of the registration statement of which this prospectus is a part. Among other

things, the agreement provides for the following:

•

it gives us and the preferred stockholders party to the agreement a right of first refusal with respect to proposed sales by certain holders of KAYAK

common stock listed in the agreement to third parties;

•
it establishes the composition of our board of directors;

•
It provides that, in the event of an approved sale of our company, the parties to the agreement shall also be obligated to vote in favor of the sale; and

•
it gives Oak Investment Partners the right to designate a board observer.



Investor Rights Agreement

On March 22, 2010, we entered into the Sixth Amended and Restated Investor Rights Agreement with certain of our investors referred to therein and our

founders group, consisting of Mr. Hafner and trusts of which Mr. Hafner is a trustee and Mr. English and trusts of which Mr. English is a trustee. The

investors include funds affiliated with General Catalyst Partners, funds affiliated with Sequoia Capital, funds affiliated with Accel Partners, Oak Investment

Partners, Messrs. Slyngstad, Hafner and English. Among other things, the agreement provides for the following:

•

it establishes certain restrictions with respect to the transfer and issuance of our capital stock, including a right of first refusal in favor of certain

investors and our founders group, which terminates upon a public offering of at least $25 million, at a price per share of at least $31.09 (appropriately

adjusted to reflect any subdivision or combination of our common stock);

•

it provides certain holders of our convertible preferred stock and common stock with certain demand, “piggyback” and short-form registration rights,

subject to lock-up arrangements;

•
it provides for indemnification for certain liabilities in connection with a registration of our securities;

•
it establishes the composition of the compensation committee; and

•
it limits our ability to incur debt, except for indebtedness under certain specified loan arrangements.

Services Agreement with ITA Software, Inc.

On March 3, 2005, we entered into a Services Agreement with ITA Software, Inc., of which Mr. Cutler is a director and funds affiliated with General Catalyst

Partners are 10% stockholders, for the licensing to us of airline faring engine software. The agreement was subsequently amended on July 18, 2007, March

11, 2008 and January 1, 2009. We paid ITA an initial payment of $166,666 followed by a monthly service fee based on the number of queries performed,

subject to a minimum of $83,333 per month, a software maintenance and operation fee of $225 per hour and a hardware fee per month of $1,450 per dual

processor server used.

On March 11, 2008, in addition to our arrangement with ITA, we agreed to assume payment obligations of SideStep to ITA following our acquisition of

SideStep. On January 1, 2009, we agreed to amend the fee schedule as follows: to increase the monthly service fee to a minimum of $500,000 for the period

until January 1, 2010, and a minimum of $583,333 per month thereafter until our aggregate payments for 2012 equal certain agreed-upon amounts,

following which we would cease such monthly minimum payments until January 1, 2013, whereupon we have agreed to pay a minimum monthly fee to be

calculated based upon the number of queries performed in 2012. For the period from January 1, 2010 through December 31, 2012, we have an estimated

minimum commitment of approximately $21 million related to this agreement. We are unable to estimate our calendar year 2013 minimum commitment at

this time.

Indemnification of Officers and Directors

Our amended and restated certificate of incorporation and amended and restated by-laws that will be in effect upon completion of this offering will provide

that we will indemnify our directors and officers to the fullest extent permitted by Delaware law. We have purchased directors’ and officers’ liability

insurance that insures against the costs of defense, settlement or payment of a judgment under certain circumstances. We have also purchased employed

lawyer’s insurance, under which our employees who are attorneys, including Ms. Klein, our General Counsel and Secretary, are insured against claims of

legal malpractice in certain situations. In addition, our amended and restated certificate of incorporation provides that our directors will not be liable for

monetary damages for breach of fiduciary duty.

In addition, on April 15, 2008, our board of directors approved a form of indemnification agreement to be entered into with each of our nonemployee

directors. We subsequently entered into such an agreement with each of Messrs. Jones, Cutler, Moritz, Slyngstad and Nelis. The indemnification agreements

provide the directors with contractual rights to indemnification, expense advancement and reimbursement, to the fullest extent permitted under Delaware

law. We also expect our directors and executive officers to enter into a new form of indemnification agreement prior to completion of this offering. We may

also enter into indemnification agreements with any new directors or certain of our executive officers that may be broader in scope than the specific

indemnification provisions contained in the indemnification agreements described above or under Delaware law.

There is no pending litigation or proceeding naming any of our directors or officers to which indemnification is being sought, and we are not aware of any

pending or threatened litigation that may result in claims for indemnification by any director or officer.

Procedures for Approval of Related Party Transactions

We do not currently have a formal, written policy or procedure for the review and approval of related party transactions. However, all related party

transactions are currently reviewed and approved by a disinterested majority of our board of directors.

Our board of directors will adopt prior to completion of this offering a written policy for the review of any transaction, arrangement or relationship in which

we are a participant, the amount involved exceeds $100,000 and one of our executive officers, directors, director nominees or 5% stockholders (or their

immediate family members), each of whom we refer to as a related person, has a direct or indirect material interest.

If a related person proposes to enter into such a transaction, arrangement or relationship, which we refer to as a related person transaction, the related

person must report the proposed related person transaction to the chairperson of our nominating and corporate governance committee. Additionally, in the

case of 5% stockholders, we will solicit this information via an annual questionnaire. The policy calls for the proposed related person transaction to be

reviewed and, if deemed appropriate, approved by the nominating and corporate governance committee. Whenever practicable, the reporting, review and

approval will occur prior to entering into the transaction. If advance review and approval is not practicable, the nominating and corporate governance



committee will review and, in its discretion, may ratify the related person transaction. Any related person transactions that are ongoing in nature will be

reviewed annually and the nominating and corporate governance committee may establish guidelines for our management to follow its ongoing dealings

with the related person.

A related person transaction reviewed under the policy will be considered approved or ratified if it is authorized by the nominating and corporate

governance committee after full disclosure of the related person’s interest in the transaction. The written policy also provides for the standing pre-approval

of certain related person transactions, such as the employment compensation of executive officers, director compensation and certain charitable

contributions, among other things. We expect that our board of directors will also adopt prior to completion of this offering a nepotism policy under which

no immediate family member of a director or executive officer shall be hired until the employment arrangement is approved by the nominating and

corporate governance committee or ratified by the committee if it is not practicable for us to wait until the next nominating and corporate governance

committee meeting.

Principal and Selling Stockholders
PRINCIPAL AND SELLING STOCKHOLDERS The following table sets forth certain information regarding the beneficial ownership of our common

stock as of October 31, 2010 with respect to:

•
each person known by us to beneficially own 5% or more of the outstanding shares of our common stock;

•
each member of our board of directors;

•
each named executive officer;

•
the members of our board of directors and our executive officers as a group; and

•
each selling stockholder.

Unless otherwise noted below, the address of each beneficial owner listed in the table below is c/o Kayak Software Corporation, 55 North Water Street, Suite

1, Norwalk, CT 06854.

We have determined beneficial ownership in accordance with the rules of the SEC. Except as indicated by the footnotes below, we believe, based on the

information furnished to us, that the persons and entities named in the table below have sole voting and investment power with respect to all shares of

common stock that he, she or it beneficially owns.

Applicable percentage ownership prior to the offering is based on 34,098,031 shares of common stock outstanding on October 31, 2010. For purposes of

the table below, we have assumed that all outstanding shares of our convertible preferred stock have been converted to common stock and that shares of

common stock will be outstanding upon completion of the offering. In computing the number of shares of common stock beneficially owned by a person

and the percentage ownership of that person, we deemed outstanding shares of common stock subject to options held by that person that are currently

exercisable or exercisable within 60 days of October 31, 2010. We did not deem these shares outstanding, however, for the purpose of computing the

percentage ownership of any other person.

Name and

Address of

Beneficial

Owner Shares Beneficially

Owned Prior to thisOffering

Shares to

be Sold

inthisOfferingAssumingNoExerciseof

Over-AllotmentOption

Shares to

be Sold

inthisOfferingAssumingFullExerciseof

Over-AllotmentOption

Shares

BeneficiallyOwned

After

thisOfferingAssuming

NoExercise of Over-

AllotmentOption

Shares

Beneficially

Owned After

thisOffering

AssumingFull

Exercise ofOver-

AllotmentOption

Number Percent Number Number Number Percent Number Percent

5%

Stockholders:

General

Catalyst

Partners
10,146,960 (1)

29.76%

Sequoia

Capital
6,000,797 (2) 17.60%

Accel Funds
4,397,286 (3)

12.90%

Oak

Investment

Partners
2,985,272 (4)

8.75%

Directors and

Named

Executive

Officers:

Daniel

Stephen

Hafner
3,075,365

(5)

(6) 9.01%



Paul M.

English
3,323,579

(5)

(7)

(8) 9.73%

Joel E.

Cutler
10,146,960 (1)

29.76%

Michael

Moritz
6,000,797 (2) 17.60%

Hendrik W.

Nelis
4,397,286 (3) 12.90%

Name and

Address of

Beneficial

Owner Shares Beneficially

Owned Prior to thisOffering

Shares to

be Sold

inthisOfferingAssumingNoExerciseof

Over-AllotmentOption

Shares to

be Sold

inthisOfferingAssumingFullExerciseof

Over-AllotmentOption

Shares

BeneficiallyOwned

After

thisOfferingAssuming

NoExercise of Over-

AllotmentOption

Shares

Beneficially

Owned After

thisOffering

AssumingFull

Exercise ofOver-

AllotmentOption

Number Percent Number Number Number Percent Number Percent

Terrell B.

Jones
233,940 (5) *

Gregory E.

Slyngstad
418,925 (5) 1.22%

Melissa H.

Reiter
29,166 (5)

*

Karen Ruzic

Klein
76,797 (5) *

Robert M.

Birge
85,261 (5) *

All

executive

officers and

directors as

a group (15

individuals)
28,832,508 80.80%

Other Selling

Stockholders:

* Indicates ownership of less than one percent.

(1)

Consists of 10,146,960 shares of our common stock, representing 490,231 shares of outstanding common stock and 9,656,729 shares of common stock pursuant

to the conversion of:

•
5,000,000 shares of Series A convertible preferred stock;

•
624,445 shares of Series A-1 convertible preferred stock;

•
1,229,508 shares of Series B convertible preferred stock;

•
705,309 shares of Series B-1 convertible preferred stock;

•
167,617 shares of Series C convertible preferred stock; and

•
1,929,850 shares of our Series D convertible preferred stock.

Such common stock is held by General Catalyst Partners as follows:

•
155,863 shares held by GC Entrepreneurs Fund II, L.P.

•
149,701 shares held by GC Entrepreneurs Fund III, L.P.

•
32,150 shares held by GC Entrepreneurs Fund V, LP

•
4,131,405 shares held by General Catalyst Group II, L.P.

•
4,137,570 shares held by General Catalyst Group III, L.P.



•
1,026,847 shares held by General Catalyst Group V Supplemental LP; and

•
513,424 shares held by General Catalyst Group V, LP

Joel E. Cutler, our director, is a Managing Director of General Catalyst Partners and may be deemed to beneficially own the shares of common stock held by

it. Mr. Cutler disclaims such beneficial ownership, except to the extent of his pecuniary interest in such funds. The address for Mr. Cutler and General

Catalyst Partners is 20 Cambridge Road, 4th Floor, Cambridge, MA 02138.

(2)

Consists of 6,000,797 shares of our common stock, representing 279,470 shares of outstanding common stock and 5,721,327 shares of common stock pursuant

to the conversion of:

•
243,281 shares of Series A-1 convertible preferred stock;

•
3,047,042 shares of Series B convertible preferred stock;

•
333,539 shares of Series B-1 convertible preferred stock;

•
167,617 shares of Series C convertible preferred stock; and

•
1,929,848 shares of Series D convertible preferred stock.

Such common stock is held by Sequoia Capital as follows:

•
2,269,059 shares held by Sequoia Capital Growth Fund III

•
111,677 shares held by Sequoia Capital Growth III Principals Fund

•
22,338 shares held by Sequoia Capital Growth Partners III

•
3,154,842 shares held by Sequoia Capital XI

•
343,224 shares held by Sequoia Capital XI Principals Fund; and

•
99,657 shares held by Sequoia Technology Partners XI

Michael Moritz, our director, is a Managing Director of Sequoia Capital and may be deemed to beneficially own the shares of common stock held by it. Mr.

Moritz disclaims such beneficial ownership, except to the extent of his pecuniary interest in such funds. The address for Mr. Moritz and Sequoia Capital is

3000 Sand Hill Road, 4-250, Menlo Park, CA 94025.

(3)

Consists of 4,397,286 shares of our common stock, representing 217,136 shares of outstanding common stock and 4,180,150 shares of common stock pursuant

to the conversion of:

•
177,747 shares of Series A-1 convertible preferred stock;

•
3,519,946 shares of Series C convertible preferred stock; and

•
482,457 shares of Series D convertible preferred stock.

Such common stock is held by Accel Funds as follows:

•
4,307,142 shares held by Accel London II, L.P.; and

•
90,144 shares held by Accel London Investors 2006 L.P.

(Accel London II, L.P. and Accel London Investors 2006 L.P. being collectively the “Accel Funds”)

Accel London II Associates L.L.C. is the general partner of Accel London II Associates L.P., which is the general partner of Accel London II L.P. and has the

sole voting and investment power. Accel London II Associates L.L.C. is the general partner of Accel London Investors 2006 L.P. and has the sole voting and

investment power. Voting and investment power over the shares beneficially owned by Accel London II Associates L.L.C. is shared by the managers,

Jonathan Biggs, Kevin Comolli, Bruce Golden and Hendrik W. Nelis. The general partner and managers disclaim beneficial ownership of the shares owned

by the Accel Funds except to the extent of their proportionate pecuniary interest therein. The address for Mr. Nelis is 16 St. James’s Street, London SW1A

1ER, United Kingdom. The address for the Accel Funds is 428 University Avenue, Palo Alto, CA 94301.

(4)

Consists of 2,985,272 shares of our common stock, representing 717,797 shares of outstanding common stock and 2,267,475 shares of common stock pursuant

to the conversion of:



•
96,417 shares of Series A-1 convertible preferred stock; and

•
2,171,058 shares of Series D convertible preferred stock.

The address for Oak Investment Partners is One Gorham Island, Westport, CT 06880.

(5)

Includes the following number of shares of common stock which a director or executive officer has the right to acquire upon the exercise of stock

options that were exercisable as of October 31, 2010, or that will become exercisable within 60 days after that date:

Name
Number of Shares

Daniel Stephen Hafner
45,833

Paul M. English
45,833

Terrell B. Jones
223,940

Gregory E. Slyngstad
221,440

Melissa H. Reiter
29,166

Karen Ruzic Klein
74,583

Robert M. Birge
66,875

For purposes of computing the percentage of outstanding shares of common stock held by each person named above, we have given effect to such person’s

options, each as noted above, and as if they were fully exercised.

(6) Includes 3,029,532 shares of our common stock beneficially owned by Mr. Hafner as follows:

•

797,182 shares of outstanding common stock, and 1,607,350 shares of common stock pursuant to the conversion of: 750,000 shares of Series A convertible

preferred stock, 322,781 shares of Series B convertible preferred stock and 534,569 shares of Series B-1 convertible preferred stock held directly by Mr.

Hafner;

•
500,000 shares of common stock held by Daniel Stephen Hafner, as trustee for the DS Hafner Trust, which beneficial ownership Mr. Hafner disclaims;

•
100,000 shares of common stock held by Daniel Stephen Hafner, as trustee for the JM Hafner Trust, which beneficial ownership Mr. Hafner disclaims; and

•

25,000 shares of common stock held by Daniel Stephen Hafner as trustee for the McKane 2007 Grandchildren Trust, which beneficial ownership Mr. Hafner

disclaims.

(7) Includes 2,074,001 shares beneficially owned by Mr. English as follows:

•

179,632 shares of outstanding common stock, and 803,675 shares of common stock pursuant to the conversion of: 375,000 shares of Series A convertible

preferred stock, 161,391 shares of Series B convertible preferred stock and 267,284 shares of Series B-1 convertible preferred stock held directly by Mr.

English;

•
358,934 shares of common stock held by Paul M. English, as trustee for the Paul M. English 2006 Five-Year Annuity Trust;

•
100,000 shares of common stock held by Paul M. English, as trustee for The Paul M. English 2007 Irrevocable Family Trust;

•

315,880 shares of common stock held by Paul M. English as trustee for The Paul M. English 2009 Charitable Remainder Unitrust I, which beneficial ownership

Mr. English disclaims; and

•

315,880 shares of common stock held by Paul M. English as trustee for The Paul M. English 2009 Charitable Remainder Unitrust II, which beneficial

ownership Mr. English disclaims.

(8)

Includes 1,203,745 shares over which Mr. English has sole voting power pursuant to a proxy dated November 5, 2010. These shares are composed of 400,070

shares of outstanding common stock, and 803,675 shares of common stock pursuant to the conversion of 375,000 shares of Series A convertible preferred

stock, 161,390 shares of Series B convertible preferred stock and 267,285 shares of Series B-1 convertible preferred stock. Mr. English disclaims

beneficial ownership of such shares.

Description of Capital Stock
DESCRIPTION OF CAPITAL STOCK

General

The following is a summary of our capital stock and provisions of our amended and restated certificate of incorporation and amended and restated by-laws,

as each will be in effect upon the completion of this offering, and certain provisions of Delaware law. This summary does not purport to be complete and is

qualified in its entirety by the provisions of our amended and restated certificate of incorporation and amended and restated by-laws, copies of which will



be filed as exhibits to this registration statement of which this prospectus is a part. References in this section to “we,” “us” and “our” refer to Kayak Software

Corporation and not to any of its subsidiaries.

Authorized Capitalization

Upon completion of this offering, our authorized capital consists of shares of common stock, $0.001 par value per share, and shares of undesignated

preferred stock, $0.001 par value per share. Immediately following the completion of this offering, there are expected to be shares of common stock

outstanding, and no shares of preferred stock will be outstanding.

As of September 30, 2010, and assuming the conversion of all outstanding convertible preferred stock and the conversion of all outstanding warrants into

warrants for common stock, which will occur immediately prior to completion of this offering, there were outstanding:

•
shares of our common stock held by approximately stockholders of record;

•
shares issuable upon exercise of outstanding stock options; and

•
shares issuable upon exercise of the warrants described above.

Common Stock

Voting Rights

Each holder of our common stock will be entitled to one vote on all matters submitted to a vote of stockholders. An election of directors by our stockholders

shall be determined by a plurality of the votes cast by the stockholders entitled to vote on the election. There are no cumulative voting rights for the election

of directors, which means that the holders of a majority of the shares of our common stock voted will be entitled to elect all of our directors then standing

for election.

Dividends

Holders of our common stock are entitled to receive proportionately any dividends of any of our funds legally available when, as and if declared by the

board of directors, subject to any preferential dividend rights of any then outstanding shares of preferred stock.

Liquidation

Upon the dissolution, liquidation or winding up of KAYAK, holders of our common stock would be entitled to receive proportionately all assets available for

distribution to stockholders after the payment of all of our debts and other liabilities and the satisfaction of any liquidation preference granted to the

holders of any then outstanding shares of preferred stock.

Rights and Preferences

Holders of our common stock will have no preemptive, subscription, conversion or other rights, and there are no redemption or sinking fund provisions

applicable to our common stock. The rights, preferences and privileges of holders of our common stock are subject to, and may be adversely affected by, the

rights of the holders of shares of any series of preferred stock that we may designate and issue in the future.

Preferred Stock

Under the terms of our amended and restated certificate of incorporation that will be in effect upon completion of this offering, our board of directors will

have the authority, without further action by our stockholders, to issue up to shares of preferred stock in one or more series and to fix the rights, preferences,

privileges and restrictions thereof, including voting rights, dividend rights, conversion rights, redemption privileges and liquidation preferences.

The purpose of authorizing our board of directors to issue preferred stock and determine its rights and preferences is to eliminate delays associated with a

stockholder vote on specific issuances. The issuance of preferred stock, while providing flexibility in connection with possible acquisitions, future financings

and other corporate purposes, could make it more difficult for a third party to acquire, or could discourage a third party from seeking to acquire, a majority

of our outstanding voting stock. Upon completion of this offering, there will be no shares of preferred stock outstanding, and we have no present plans to

issue any shares of preferred stock.

Warrants

Upon completion of this offering, all outstanding warrants to purchase an aggregate 41,904 shares of our Series C convertible preferred stock and an

aggregate 62,000 shares of our Series D convertible preferred stock will convert to warrants to purchase an aggregate 103,904 shares of our common stock.

These warrants are exercisable at the holder’s election. Subject to certain acceleration provisions, the warrants related to the Series C convertible preferred

stock and the Series D convertible preferred stock expire on November 22, 2016 and December 31, 2017, respectively.

If at the time of expiration, the fair market value of the shares of our common stock issuable upon exercise of the warrants is greater than the warrant

exercise price, then warrant automatically convert into a number of shares of our common stock determined by dividing the fair market value of our

common stock divided by the fair market value minus the per share warrant exercise price. The warrant is also subject to adjustment for stock dividends and

stock splits.



Registration Rights

Pursuant to the terms of an Investor Rights Agreement between us and certain holders of our stock, certain holders of our stock are entitled to require us to

register any or all of their shares under the Securities Act at our expense, subject to certain limitations. The stockholders who are a party to the Investor

Rights Agreement will hold an aggregate of approximately shares, or approximately %, of our common stock outstanding upon completion of this offering

(assuming no exercise of the underwriters’ over-allotment option). See “Certain Relationships and Related Party Transactions—Investor Rights Agreement”

for more information.

Antitakeover Provisions

Certain provisions of Delaware law and our amended and restated certificate of incorporation and amended and restated by-laws that will be in effect upon

consummation of the offering could make the acquisition of KAYAK more difficult. These provisions, summarized below, may have the effect of deterring

hostile takeovers, delaying or preventing changes in control of our management or our company, such as a merger, reorganization or tender offer. These

provisions are intended to enhance the likelihood of continued stability in the composition of our board of directors and its policies and to discourage

certain types of transactions that may involve an actual or threatened acquisition of us. These provisions are designed to reduce our vulnerability to an

unsolicited acquisition proposal. The provisions also are intended to discourage certain tactics that may be used in proxy fights. However, such provisions

could have the effect of discouraging others from making tender offers for our shares and, as a consequence, they also may inhibit fluctuations in the market

price of our shares that could result from actual or rumored takeover attempts. Such provisions may also have the effect of preventing changes in our

management.

Amended and Restated Certificate of Incorporation and Amended and Restated By-laws to Be in Effect Upon the Completion of this Offering Stockholder Meetings.

Under our amended and restated certificate of incorporation and amended and restated by-laws to be in effect upon completion of this offering, only the

board of directors, the chairperson of the board of directors or the Chief Executive Officer or President (in the absence of a chief executive officer) may call

special meetings of stockholders.

Advance Notice of Stockholder Nominations and Proposals. Our amended and restated by-laws will establish an advance notice procedure for stockholder

proposals to be brought before an annual meeting of stockholders, including proposed nominations of candidates for election to our board of directors.

Stockholders at an annual meeting will only be able to consider proposals or nominations specified in the notice of meeting or brought before the meeting

by or at the direction of our board of directors, or by a stockholder of record on the record date for the meeting, who is entitled to vote at the meeting and

who has delivered timely written notice in proper form to our secretary of the stockholder’s intention to bring such business before the meeting. These

provisions could have the effect of delaying stockholder actions until the next stockholder meeting that are favored by the holders of a majority of our

outstanding voting securities.

Elimination of Stockholder Action by Written Consent. Pursuant to Section 228 of the Delaware General Corporation Law, any action required to be taken at

any annual or special meeting of the stockholders may be taken without a meeting, unless the our amended and restated certificate of incorporation

provides otherwise. Our amended and restated certificate of incorporation and amended and restated by-laws to be in effect upon completion of this

offering eliminate the right of stockholders to act by written consent without a meeting and provide that all stockholder action must be effected at a duly

called meeting of stockholders. This provision will make it more difficult for stockholders to take action opposed by the board of directors.

Undesignated Preferred Stock. The authorization of undesignated preferred stock makes it possible for the board of directors, without stockholder approval,

to issue preferred stock with voting or other rights or preferences that could impede the success of any attempt to obtain control of us. These and other

provisions may have the effect of deferring hostile takeovers or delaying changes in control or management of KAYAK.

Super-Majority Voting. Our amended and restated certificate of incorporation will require a 67% stockholder vote for the amendment, repeal or modification

of certain provisions of our amended and restated certificate of incorporation and amended and restated by-laws relating to:

•

the required vote to amend or repeal the section of the certificate of incorporation providing for the right to amend or repeal provisions of the

certificate of incorporation;

•
absence of the authority of stockholders to act by written consent;

•
authority to call a special meeting of stockholders;

•
absence of the necessity of directors to be elected by written ballot;

•
personal liability of directors to us and our stockholders and indemnification of our directors, officers, employees and agents;

•
amendment to our by-laws;

•
number of directors and their term of office and the election of directors; and

•
removal of directors and the filling of vacancies on the board of directors.

Section 203 of the Delaware General Corporation Law

We are subject to Section 203 of the Delaware General Corporation Law, which prohibits a Delaware corporation from engaging in any business

combination with any interested stockholder for a period of three years after the date such stockholder became an interested stockholder, with the following

exceptions:



•

before such date, our board of directors approved either the business combination or the transaction that resulted in the stockholder becoming an

interested holder;

•

upon completion of the transaction that resulted in the stockholder becoming an interested stockholder, the interested stockholder owned at least 85% of

the voting stock of the corporation outstanding at the time the transaction began, excluding for purposes of determining the voting stock outstanding (but

not the outstanding voting stock owned by the interested stockholder) those shares owned (i) by persons who are directors and also officers and (ii)

employee stock plans in which employee participants do not have the right to determine confidentially whether shares held subject to the plan will be

tendered in a tender or exchange offer; or

•

on or after such date, the business combination is approved by our board of directors and authorized at an annual or special meeting of the stockholders,

and not by written consent, by the affirmative vote of at least 66 2/3% of the outstanding voting stock that is not owned by the interested stockholder.

In general, Section 203 defines business combination to include the following:

•
any merger or consolidation involving the corporation and the interested stockholder;

•
any sale, transfer, pledge or other disposition of 10% or more of the assets of the corporation involving the interested stockholder;

•

subject to certain exceptions, any transaction that results in the issuance or transfer by the corporation of any stock of the corporation to the

interested stockholder;

•

any transaction involving the corporation that has the effect of increasing the proportionate share of the stock or any class or series of the corporation

beneficially owned by the interested stockholder; or

•

the receipt by the interested stockholder of the benefit of any loss, advances, guarantees, pledges or other financial benefits by or through the

corporation.

Section 203 defines an “interested stockholder” as an entity or person who, together with the person’s affiliates and associates, beneficially owns, or within

three years prior to the time of determination of interested stockholder status did own, 15% or more of the outstanding voting stock of the corporation.

Limitations of Liability and Indemnification Matters

Delaware law authorizes corporations to limit or eliminate the personal liability of directors to corporations and their stockholders for monetary damages

for breaches of directors’ fiduciary duties as directors. Our amended and restated certificate of incorporation includes a provision that eliminates the

personal liability of directors for monetary damages for actions taken as a director, except for liability:

•
for breach of duty of loyalty;

•
for acts or omissions not in good faith or involving intentional misconduct or knowing violation of law;

•
under Section 174 of the Delaware General Corporation Law (unlawful dividends or stock repurchases); or

•
for transactions from which the director derived improper personal benefit.

Our amended and restated by-laws provide that we must indemnify and advance expenses to our directors and officers to the fullest extent authorized by

Delaware law. We are also expressly authorized to, and do, carry directors’ and officers’ insurance for our directors, officers and certain employees for some

liabilities. We believe that these indemnification provisions and insurance are useful to attract and retain qualified directors and executive officers. If

Delaware law is amended to authorize corporate action further eliminating or limiting the personal liability of a director, then the liability of our directors

will be eliminated or limited to the fullest extent permitted by Delaware law, as so amended.

The limitation of liability and indemnification provisions in our amended and restated certificate of incorporation and amended and restated by-laws may

discourage stockholders from bringing a lawsuit against directors for breach of their fiduciary duty. These provisions may also have the effect of reducing

the likelihood of derivative litigation against directors and officers, even though such an action, if successful, might otherwise benefit us and our

stockholders. In addition, your investment may be adversely affected to the extent that, in a class action or direct suit, we pay the costs of settlement and

damage awards against directors and officers pursuant to these indemnification provisions. There is currently no pending material litigation or proceeding

involving any of our directors, officers or employees for which indemnification is sought.

In addition to the indemnification required in our amended and restated certificate of incorporation and amended and restated by-laws, we also expect our

directors and executive officers to execute a new form of indemnification agreement prior to completion of this offering, the form of which we will file as an

exhibit to our registration statement of which this prospectus is a part. These agreements provide for the indemnification of our directors and officers for all

reasonable expenses and liabilities incurred in connection with any action or proceeding brought against them by reason of the fact that they are or were our

agents. We believe that these bylaw provisions and indemnification agreements, as well as our maintaining directors’ and officers’ liability insurance, help to

attract and retain qualified persons as directors and officers.

A stockholder’s investment may be harmed to the extent we pay the costs of settlement and damage awards against directors and officers pursuant to these

indemnification provisions. Insofar as indemnification for liabilities arising under the Securities Act may be permitted to our directors, officers and

controlling persons pursuant to the foregoing provisions, or otherwise, we have been advised that, in the opinion of the SEC, such indemnification is against

public policy as expressed in the Securities Act, and is, therefore, unenforceable.



Transfer Agent and Registrar

The transfer agent and registrar for our common stock will be .

Listing

We intend to apply to list our common stock on the under the trading symbol “ .”

Material U.S. Federal Income Tax Considerations to Non-U.S. Holders
MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS TO NON-U.S. HOLDERS The following is a summary of material U.S. federal income

tax consequences of the purchase, ownership and disposition of our common stock to a non-U.S. holder that purchases shares of our common stock for cash

in this offering. For purposes of this summary, a “non-U.S. holder” means a beneficial owner of our common stock that is, for U.S. federal income tax

purposes:

•
a nonresident alien individual;

•
a foreign corporation (or an entity treated as a foreign corporation for U.S. federal income tax purposes); or

•
a foreign estate or foreign trust.

In the case of a holder that is classified as a partnership for U.S. federal income tax purposes, the tax treatment of a partner in that partnership generally will

depend upon the status of the partner and the activities of the partner and the partnership. If you are a partner in a partnership holding our common stock,

then you should consult your own tax advisor.

This summary is based upon the provisions of the U.S. Internal Revenue Code of 1986, as amended, or the Code, the Treasury regulations promulgated

thereunder and judicial and published administrative interpretations thereof, all as of the date hereof. Those authorities may be changed, perhaps

retroactively, so as to result in U.S. federal income tax consequences different from those summarized below. We cannot assure you that a change in law,

possibly with retroactive application, will not alter significantly the tax considerations that we describe in this summary. We have not sought, and do not

plan to seek, any ruling from the U.S. Internal Revenue Service, or the IRS, with respect to statements made and the conclusions reached in the following

summary, and there can be no assurance that the IRS or a court will agree with our statements and conclusions.

This summary does not address all aspects of U.S. federal income taxes that may be relevant to non-U.S. holders in light of their personal circumstances, and

does not deal with federal taxes other than the U.S. federal income tax or with non-U.S., state or local tax considerations. Special rules, not discussed here,

may apply to certain non-U.S. holders, including:

•
U.S. expatriates and former long-term residents of the U.S.;

•
foreign governments or entities that they control;

•
controlled foreign corporations (and their stockholders);

•
passive foreign investment companies (and their stockholders); and

•
investors in pass-through entities that are subject to special treatment under the Code.

Such non-U.S. holders should consult their own tax advisors to determine the U.S. federal, state, local and non-U.S. tax consequences that may be relevant to

them.

This summary applies only to a non-U.S. holder that holds our common stock as a capital asset (within the meaning of Section 1221 of the Code). Non-U.S.

holders that hold our stock other than as capital assets should consult their own tax advisors to determine the U.S. federal, state, local and non-U.S. tax

consequences that may be relevant to them.

If you are considering the purchase of our common stock, you should consult your own tax advisor concerning the particular U.S. federal income tax

consequences to you of the purchase, ownership and disposition of our common stock, as well as the consequences to you arising under U.S. tax laws other

than the federal income tax law or under the laws of any other taxing jurisdiction.

Dividends

If we make a distribution of cash or property (other than certain stock distributions) with respect to our common stock, or effect one of certain redemptions

that are treated as distributions with respect to our common stock, any such distributions or redemptions will be treated as a dividend for U.S. federal

income tax purposes to the extent paid from our current or accumulated earnings and profits (as determined under U.S. federal income tax principles).

Dividends paid to you generally will be subject to withholding of U.S. federal income tax at a 30% rate or such lower rate as may be specified by an

applicable income tax treaty. However, dividends that are effectively connected with the conduct of a trade or business by you within the U.S. and, where a

tax treaty applies, that are generally attributable to a permanent establishment or fixed base in the U.S., as defined under the applicable treaty, are not

subject to the withholding tax, but instead are subject to U.S. federal income tax on a net income basis at the graduated individual or corporate U.S. federal

income tax rates generally applicable to U.S. persons. Certain certification and disclosure requirements, including delivery of a properly executed IRS Form



W-8ECI, must be satisfied for that effectively connected income to be exempt from withholding. Any such effectively connected dividends received by a

foreign corporation may be subject to an additional “branch profits tax” at a 30% rate or such lower rate as may be specified by an applicable income tax

treaty.

If the amount of a distribution paid on our common stock exceeds our current and accumulated earnings and profits, such excess will be allocated ratably

among the shares of common stock with respect to which the distribution is paid and treated first as a tax-free return of capital to the extent of your

adjusted tax basis in each such share, and thereafter as capital gain from a sale or other disposition of such share that is taxed to you as described below

under the heading “—Gain on Disposition of Common Stock.” Your adjusted tax basis in a share is generally the purchase price of the share, reduced by the

amount of any such tax-free return of capital with respect to that share.

If you wish to claim the benefit of an applicable income tax treaty to avoid or reduce withholding of U.S. federal income tax on dividends, then you must (a)

provide the withholding agent with a properly completed IRS Form W-8BEN (or other applicable form) and certify under penalties of perjury that you are

not a U.S. person and are eligible for treaty benefits, or (b) if our common stock is held through one of certain foreign intermediaries, satisfy the relevant

certification requirements of applicable U.S. Treasury regulations. Form W-8BEN must be provided to us or our paying agent prior to the payment of

dividends and may be required to be updated periodically. Special certification and other requirements apply to certain non-U.S. holders that act as

intermediaries (including partnerships).

If you are eligible for a reduced rate of U.S. federal income tax pursuant to an income tax treaty, then you may obtain a refund or credit of any excess

amounts withheld by timely filing an appropriate claim with the IRS.

Gain on Disposition of Common Stock

You generally will not be subject to U.S. federal income tax with respect to gain realized on the sale, exchange or other taxable disposition of our common

stock, unless:

•

the gain is effectively connected with a trade or business you conduct in the U.S., and, where a tax treaty applies, is attributable to a permanent

establishment or fixed base in the U.S. as defined under the applicable treaty;

•

if you are an individual, you are present in the U.S. for 183 days or more in the taxable year of the sale, exchange or other taxable disposition, and

certain other conditions are met; or

•

we are or have been during a specified testing period a “United States real property holding corporation” for U.S. federal income tax purposes, and, in

the case where shares of our common stock are regularly traded on an established securities market, you have owned, directly or indirectly, more than 5%

of our common stock at any time within the shorter of the five-year period preceding the disposition or your holding period for your shares of our common

stock. There can be no assurance that our common stock will be treated as regularly traded on an established securities market for this purpose.

If your gain is described in the first or third bullet point above, you will be subject to tax on the net gain derived from the sale at the graduated individual or

corporate U.S. federal income tax rates generally applicable to U.S. persons or at such lower rate as may be specified by an applicable income tax treaty. If

you are a foreign corporation and your gain is described in the first bullet point above, you may also be subject to a branch profits tax at a rate of 30% or at

such lower rate as may be specified by an applicable income tax treaty. If you are an individual described in the second bullet point above, you will be subject

to a flat 30% tax on the gain derived from the sale, which may be offset by U.S.-source capital losses. The gross proceeds from transactions that generate

gains described in the third bullet point above will generally be subject to a 10% withholding tax, which you may claim as a credit against your federal

income tax liability.

We believe that we have not been and are not, and we do not anticipate becoming, a “United States real property holding corporation” for U.S. federal

income tax purposes. Generally, we will be a “United States real property holding corporation” if the fair market value of our U.S. real property interests

equals or exceeds 50% of the sum of the fair market values of our worldwide real property interests and other assets used or held for use in a trade or

business, all as determined for U.S. federal income tax purposes.

Information Reporting and Backup Withholding

We must report annually to the IRS and to you the amount of dividends and other distributions paid to you and the amount of tax, if any, withheld with

respect to those distributions. The IRS may make this information available to the tax authorities in the country in which you are resident.

In addition, you may be subject to information reporting requirements and backup withholding with respect to dividends paid on, and the proceeds of

disposition of, shares of our common stock, unless, generally, you certify under penalties of perjury (usually on IRS Form W-8BEN) that you are not a U.S.

person or you otherwise establish an exemption. The backup withholding rate is 28% in 2010 and is scheduled to increase to 31% in 2011. Additional rules

relating to information reporting requirements and backup withholding with respect to payments of the proceeds from the disposition of shares of our

common stock are as follows:

•

If the proceeds are paid to or through the U.S. office of a broker, the proceeds generally will be subject to backup withholding and information

reporting, unless you certify under penalties of perjury (usually on IRS Form W-8BEN) that you are not a U.S. person or you otherwise establish an

exemption.

•

If the proceeds are paid to or through a non-U.S. office of a broker that is not a U.S. person and is not a foreign person with certain specified U.S.

connections, which we refer to below as a “U.S.-related person,” information reporting and backup withholding generally will not apply.

•

If the proceeds are paid to or through a non-U.S. office of a broker that is a U.S. person or a U.S.-related person, the proceeds generally will be

subject to information reporting (but not to backup withholding), unless you certify under penalties of perjury (usually on IRS Form W-8BEN) that you are

not a U.S. person.



Backup withholding is not a tax. Any amounts withheld under the backup withholding rules may be allowed as a refund or a credit against your U.S. federal

income tax liability, provided the required information is timely furnished by you to the IRS.

Foreign Accounts

Legislation enacted in 2010 will impose withholding taxes on certain types of payments made to “foreign financial institutions” and other non-U.S. entities

after December 31, 2012 unless those institutions and entities meet additional certification, information reporting and other requirements. The legislation

will generally impose a 30% withholding tax on dividends on, or gross proceeds from the sale or other disposition of, our common stock paid to a foreign

financial institution unless the foreign financial institution enters into an agreement with the U.S. Treasury to, among other things, (i) undertake to identify

accounts held by certain U.S. persons (including certain equity and debt holders of such institution) or by U.S.-owned foreign entities, (ii) annually report

certain information about such accounts, and (iii) withhold 30% on payments to account holders whose actions prevent it from complying with these

reporting and other requirements. In addition, subject to certain exceptions, the legislation will impose a 30% withholding tax on the same types of

payments to an entity that is not a foreign financial institution unless the entity certifies that it does not have any substantial U.S. owners (which generally

include any U.S. persons who directly or indirectly own more than 10% of the entity) or furnishes identifying information regarding each such substantial

U.S. owner. We will not pay any additional amounts to non-U.S. holders in respect of any amounts withheld. Prospective investors should consult their tax

advisors regarding this legislation.

The summary of material U.S. federal income tax consequences above is included for general information purposes only. Potential purchasers of our

common stock are urged to consult their own tax advisors to determine the U.S. federal, state, local and non-U.S. tax considerations of purchasing,

owning and disposing of our common stock.

Shares Eligible for Future Sale
SHARES ELIGIBLE FOR FUTURE SALE Before this offering, there has not been a public market for our common stock. As described below, only a

limited number of shares currently outstanding will be available for sale immediately after this offering due to contractual and legal restrictions on resale.

Nevertheless, future sales of substantial amounts of our common stock, including shares issued upon exercise of outstanding options, in the public market

after the restrictions lapse, or the possibility of such sales, could cause the prevailing market price of our common stock to fall or impair our ability to raise

equity capital in the future.

Based on the number of shares of common stock outstanding as of , upon completion of this offering, shares of common stock will be outstanding (assuming

no options or warrants are exercised, including the underwriters’ over-allotment option). All of the shares sold in this offering will be freely tradable unless

purchased by our affiliates. The remaining shares of common stock outstanding after this offering will be restricted as a result of securities laws or lock-up

agreements as described below. Following the expiration of the lock-up period, all shares will be eligible for resale in compliance with Rule 144 or Rule 701.

“Restricted securities” as defined under Rule 144 were issued and sold by us in reliance on exemptions from the registration requirements of the Securities

Act. These shares may be sold in the public market only if registered or pursuant to an exemption from registration, such as Rule 144 or Rule 701 under the

Securities Act.

Rule 144

In general, pursuant to Rule 144 under the Securities Act, as in effect on the date of this prospectus, a person who is one of our affiliates and has beneficially

owned shares of our common stock for at least six months would be entitled to sell within any three-month period a number of shares that does not exceed

the greater of:

•

one percent of the number of shares of common stock then outstanding, which will equal approximately shares immediately after the completion of this

offering; and

•

the average weekly trading volume of our common stock on during the four calendar weeks preceding the filing of a notice on Form 144 with respect to the

sale.

Sales under Rule 144 are also subject to manner of sale provisions and notice requirements and to the availability of current public information about us.

For a person who has not been deemed to have been one of our affiliates at any time during the 90 days preceding a sale, sales of our securities held longer

than six months, but less than one year, will be subject only to the current public information requirement.

A person who is not deemed to have been one of our affiliates at any time during the 90 days preceding a sale, and who has beneficially owned the shares

proposed to be sold for at least one year, including the holding period of any prior owner other than an affiliate, is entitled to sell the shares without

complying with the manner of sale, public information, volume limitation or notice provisions of Rule 144. All shares of our common stock will qualify for

resale under Rule 144 within a minimum of 180 days of the date of this prospectus, subject to the lock-up agreements.

Rule 701

Any of our employees, officers or directors who purchased shares under a written compensatory plan or contract may be entitled to sell them in reliance on

Rule 701. Rule 701 permits affiliates to sell their Rule 701 shares under Rule 144 without complying with the holding period requirements of Rule 144. Rule

701 further provides that nonaffiliates may sell these shares in reliance on Rule 144 without complying with the holding period, public information, volume

limitation or notice provisions of Rule 144. All holders of Rule 701 shares are required to wait until 90 days after the date of this prospectus before selling

those shares. However, all shares issued under Rule 701 are subject to lock-up agreements and will only become eligible for sale when the 180-day lock-up

agreements expire or such shares are earlier released.



Lock-Up Agreements

In connection with this offering, we, the selling stockholders, all directors and officers and a significant majority of the holders of our outstanding stock,

stock options and other equity awards, have agreed that, without the prior written consent of Morgan Stanley, on behalf of the underwriters, we and they

will not, during the period ending 180 days after the date of this prospectus:

•

offer, pledge, sell, contract to sell, sell any option or contract to purchase, purchase any option or contract to sell, grant any option, right or

warrant to purchase, lend or otherwise transfer or dispose of, directly or indirectly, any shares of our common stock or any securities convertible into

or exercisable or exchangeable for shares of common stock;

•

enter into any swap or other arrangement that transfers to another, in whole or in part, any of the economic consequences of ownership of our common

stock; or

•

file any registration statement with the SEC relating to the offering of any shares of our common stock or any securities convertible into or exercisable

or exchangeable for our common stock, except for the filing of a registration statement on Form S-8 relating to the offering of securities in accordance

with the terms of a plan in effect on the date hereof and as described herein,

whether any such termination described above is to be settled by delivery of our common stock or such other securities, in cash or otherwise.

The restrictions in the immediately preceding paragraph do not apply in certain circumstances as described in the section entitled “Underwriters.”

The 180-day restricted period described herein will be extended if:

•
during the last 17 days of the restricted period, we issue an earnings release or material news or a material event relating to us occurs; or

•

prior to the expiration of the restricted period, we announce that we will release earnings results during the 16-day period beginning on the last day of

the restricted period,

in which case the restrictions described above shall continue to apply until the expiration of the 18-day period beginning on the issuance of the earnings

release or the occurrence of the material news or material event unless Morgan Stanley waives such extension.

For additional information, see “Underwriters.”

Registration Rights

We are party to an Investor Rights Agreement, which provides that holders of our common stock issuable or issued upon conversion of our convertible

preferred stock have the right to require us to register any or all of their shares under the Securities Act at our expense, subject to certain limitations.

Registration of shares held by these stockholders under the Securities Act would result in these shares becoming freely tradable without restriction under

the Securities Act immediately upon effectiveness of the registration, subject to the expiration of, or release from, the lock-up period. See “Certain

Relationships and Related Party Transactions—Investor Rights Agreement” for more information.

Equity Plans

As soon as practicable after the completion of this offering, we intend to file a registration statement on Form S-8 under the Securities Act covering the

shares of our common stock issuable upon exercise of outstanding options under our 2004 Stock Incentive Plan, Third Amended and Restated 2005 Equity

Incentive Plan and 2011 Equity Incentive Plan. Such registration statement will become effective immediately upon filing, and shares covered by this

registration statement will thereupon be eligible for sale in the public markets, subject to Rule 144 limitations applicable to affiliates and any lock-up

agreements. For a more complete discussion of our stock plans, see “Executive Compensation—Compensation Discussion and Analysis—Equity-Based

Compensation.”

Underwriters
UNDERWRITERS Under the terms and subject to the conditions contained in an underwriting agreement dated the date of this prospectus, the

underwriters named below, for whom Morgan Stanley & Co. Incorporated and Deutsche Bank Securities Inc., are acting as representatives, have severally

agreed to purchase, and we and the selling stockholders have agreed to sell to them, severally, the number of shares indicated below:

Name
Number of Shares

Morgan Stanley & Co. Incorporated

Deutsche Bank Securities Inc.

Piper Jaffray & Co.

Stifel, Nicolaus & Company, Incorporated

Pacific Crest Securities LLC

Total

The underwriters and the representatives are collectively referred to as the “underwriters” and the “representatives,” respectively. The underwriters are

offering the shares of common stock subject to their acceptance of the shares from us and the selling stockholders and subject to prior sale. The

underwriting agreement provides that the obligations of the several underwriters to pay for and accept delivery of the shares of common stock offered by



this prospectus are subject to the approval of certain legal matters by their counsel and to certain other conditions. The underwriters are obligated to take

and pay for all of the shares of common stock offered by this prospectus if any such shares are taken. However, the underwriters are not required to take or

pay for the shares covered by the underwriters’ over-allotment option described below.

The underwriters initially propose to offer part of the shares of common stock directly to the public at the offering price listed on the cover page of this

prospectus and part to certain dealers. After the initial offering of the shares of common stock, the offering price and other selling terms may from time to

time be varied by the representatives.

We and the selling stockholders have granted to the underwriters an option, exercisable for 30 days from the date of this prospectus, to purchase up to an

aggregate of additional shares of common stock at the public offering price listed on the cover page of this prospectus, less underwriting discounts and

commissions. The underwriters may exercise this option solely for the purpose of covering over-allotments, if any, made in connection with the offering of

the shares of common stock offered by this prospectus. To the extent the option is exercised, each underwriter will become obligated, subject to certain

conditions, to purchase about the same percentage of the additional shares of common stock as the number listed next to the underwriter’s name in the

preceding table bears to the total number of shares of common stock listed next to the names of all underwriters in the preceding table.

The following table shows the per share and total public offering price, underwriting discounts and commissions and proceeds before expenses to us and the

selling stockholders. These amounts are shown assuming both no exercise and full exercise of the underwriters’ option to purchase up to an additional

shares of common stock from us and the selling stockholders.

Per Share Total

Without

Over-allotment

With

Over-allotment

Without

Over-allotment

With

Over-allotment

Public offering price

Underwriting discounts and commissions to be paid by:

Kayak Software Corporation

The selling stockholders

Proceeds, before expenses, to us

Proceeds, before expenses, to the selling stockholders

The estimated offering expenses payable by us, exclusive of the underwriting discounts and commissions, are approximately $ . The underwriters have

agreed to reimburse us for certain of our offering expenses.

The underwriters have informed us that they do not intend sales to discretionary accounts to exceed 5% of the total number of shares of common stock

offered by them.

We intend to apply to list our common stock on the under the trading symbol “ .”

We, the selling stockholders, all directors and officers and a significant majority of the holders of our outstanding stock, stock options and other equity

awards have agreed that, without the prior written consent of Morgan Stanley, on behalf of the underwriters, we and they will not, during the period ending

180 days after the date of this prospectus:

•

offer, pledge, sell, contract to sell, sell any option or contract to purchase, purchase any option or contract to sell, grant any option, right or

warrant to purchase, lend or otherwise transfer or dispose of, directly or indirectly, any shares of common stock or any securities convertible into or

exercisable or exchangeable for shares of our common stock;

•

enter into any swap or other arrangement that transfers to another, in whole or in part, any of the economic consequences of ownership of our common

stock; or

•

file any registration statement with the SEC relating to the offering of any shares of our common stock or any securities convertible into or exercisable

or exchangeable for our common stock, except for the filing of a registration statement on Form S-8 relating to the offering of securities in accordance

with the terms of a plan in effect on the date hereof and as described herein,

whether any such transaction described above is to be settled by delivery of our common stock or such other securities, in cash or otherwise. In addition,

each such person agrees that, without the prior written consent of Morgan Stanley, on behalf of the underwriters, it will not, during the restricted period,

make any demand for, or exercise any right with respect to, the registration of any shares of our common stock or any security convertible into or exercisable

or exchangeable for our common stock.

The restrictions described in the immediately preceding paragraph do not apply to:

•
the sale of shares to the underwriters;

•

the sale or transfer to us of any shares of our common stock or any security convertible into our common stock by certain of our employees pursuant to the

terms of (i) any restricted stock award upon the termination of such employee’s employment with us or (ii) any contractual obligation of us to repurchase

such shares arising from our acquisition of swoodoo, which obligation exists on the date of such agreement and is described herein;

•

the issuance of shares of our common stock upon the exercise of an option or warrant or the conversion of a security outstanding on the date hereof which

the underwriters have been advised in writing (including any description thereof in the registration statement of which this prospectus is a part) or

grants of stock options or restricted stock in accordance with the terms of a plan in effect upon completion of this offering and described herein or the

issuance by us of shares of our common stock upon the exercise thereof; provided, that any recipient agrees to the restrictions set forth herein;



•

the sale or issuance of or entry into an agreement to sell or issue shares of our common stock (or options, warrants or convertible securities relating to

shares of our common stock) in connection with bona fide mergers or acquisitions, joint ventures, commercial relationships or other strategic

transactions; provided, that the aggregate number of shares of such common stock, options, warrants or

convertible securities shall not exceed 10% of the total number of shares of our common stock (or options or warrants relating to shares of our common

stock) issued and outstanding immediately following the completion of this offering and the recipients of such shares or other securities agree to the

restrictions set forth herein;

•

transactions by persons other than us relating to shares of our common stock or other securities acquired in open market transactions after the completion

of the offering of the shares, provided that no filing under Section 16(a) of the Exchange Act shall be required or shall be voluntarily made in

connection with subsequent sales of our common stock or other securities acquired in such open market transactions;

•

transfers by any person other than us of shares of our common stock or any security convertible into our common stock as a bona fide gift, provided that

each donee shall enter into a written agreement accepting the restrictions set forth herein and no filing under Section 16(a) of the Exchange Act,

reporting a reduction in beneficial ownership of shares of our common stock, shall be required or shall be voluntarily made during the restricted period;

•

distributions by any persons other than us of shares of common stock or any security convertible into our common stock to partners, members, stockholders,

affiliates or any entity which is directly or indirectly controlled by, or is under common control with, such person, provided that each distributee shall

enter into a written agreement accepting the restrictions set forth herein and no filing under Section 16(a) of the Exchange Act, reporting a reduction in

beneficial ownership of shares of our common stock, shall be required or shall be voluntarily made during the restricted period;

•

the establishment of a trading plan pursuant to Rule 10b5-1 under the Exchange Act for the transfer of shares of our common stock, provided that such plan

does not provide for the transfer of our common stock during the restricted period and no public announcement or filing under the Exchange Act regarding

the establishment of such plan shall be required of or voluntarily made by or on behalf of such person or us; or

•

transfers by certain officers and directors of shares of our common stock or any security convertible into common stock to any immediate family member

(including any former spouse) or to a trust or other entity for the benefit of such family member to comply with the provisions of (i) any order or

settlement resulting from any legal proceedings or (ii) any irrevocable trust, provided that each transferee shall enter into a written agreement

accepting the restrictions set forth herein.

The 180-day restricted period described above will be extended if:

•
during the last 17 days of the restricted period, we issue an earnings release or material news or a material event relating to us occurs; or

•

prior to the expiration of the restricted period, we announce that we will release earnings results during the 16-day period beginning on the last day of

the restricted period,

in which case the restrictions described above shall continue to apply until the expiration of the 18-day period beginning on the issuance of the earnings

release or the occurrence of the material news or material event unless Morgan Stanley waives such extension.

In addition, each such person has agreed that it will not engage in any transaction that may be restricted during the 34-day period beginning on the last day

of the 180-day restricted period unless it requests and receives prior written confirmation from us or Morgan Stanley that the restrictions described above

have expired.

To facilitate the offering of the common stock, the underwriters may engage in transactions that stabilize, maintain or otherwise affect the price of the

common stock. Specifically, the underwriters may sell more shares than they are obligated to purchase under the underwriting agreement, creating a short

position. A short sale is covered if the short position is no greater than the number of shares available for purchase by the underwriters under the over-

allotment option. The underwriters can close out a covered short sale by exercising the over-allotment option or purchasing shares in the open market. In

determining the source of shares to close out a covered short sale, the underwriters will consider, among other things, the open market price of shares

compared to the price available under the over-allotment option. The underwriters may also sell shares in excess of the over-allotment option, creating a

naked short position. The underwriters must close out any naked short position by purchasing shares in the open market. A naked short position is more

likely to be created if the underwriters are concerned that there may be downward pressure on the price of the common stock in the open market after

pricing that could adversely affect investors who purchase in this offering. As an additional means of facilitating this offering, the underwriters may bid for,

and purchase, shares of common stock in the open market to stabilize the price of the common stock. The underwriters also may impose a penalty bid.

Penalty bids permit the underwriters to reclaim a selling concession from a syndicate member when the underwriters repurchase shares originally sold by

that syndicate member in order to cover syndicate short positions or make stabilizing purchases. These activities may raise or maintain the market price of

the common stock above independent market levels or prevent or retard a decline in the market price of the common stock. The underwriters are not

required to engage in these activities and may end any of these activities at any time.

We, the selling stockholders and the underwriters have agreed to indemnify each other against certain liabilities, including liabilities under the Securities

Act.

A prospectus in electronic format may be made available on websites maintained by one or more underwriters or selling group members, if any,

participating in this offering. The representatives may agree to allocate a number of shares of common stock to underwriters for sale to their online

brokerage account holders. Internet distributions will be allocated by the representatives to underwriters that may make Internet distributions on the same

basis as other allocations.

From time to time, certain of the underwriters or their respective affiliates may engage in transactions with us and have preformed and may perform

investment banking and advisory services for us in the ordinary course of their business for which they have received or would receive customary fees and

expenses.



Pricing of the Offering

Prior to this offering, there has been no public market for our common stock. The initial public offering price was determined by negotiations between us

and the representatives. Among the factors considered in determining the initial public offering price were our future prospects and those of our industry in

general, our sales, earnings and certain other financial and operating information in recent periods, and the price-earnings ratios, price-sales ratios, market

prices of securities and certain financial and operating information of companies engaged in activities similar to ours. The estimated initial public offering

price range set forth on the cover page of this prospectus is subject to change as a result of market conditions and other factors. We cannot assure you that

the prices at which the shares will sell in the public market after this offering will not be lower than the initial public offering price or that an active trading

market in our common stock will develop and continue after this offering.

European Economic Area

In relation to each Member State of the European Economic Area, which has implemented the Prospectus Directive, each representative has represented

and agreed that with effect from and including the date on which the Prospectus Directive is implemented in that Member State it has not made and will

not make an offer of common stock to the public in that Member State, except that it may, with effect from and including such date, make an offer of

common stock to the public in that Member State:

(a) at any time to legal entities, which are authorized or regulated to operate in the financial markets or, if not so authorized or regulated, whose corporate

purpose is solely to invest in securities;

(b) at any time to any legal entity, which has two or more of (1) an average of at least 250 employees during the last financial year; (2) a total balance sheet of

more than €43,000,000 and (3) an annual net turnover of more than €50,000,000, as shown in its last annual or consolidated accounts; or (c) at any time in

any other circumstances, which do not require the publication by us of a prospectus pursuant to Article 3 of the Prospectus Directive.

For the purposes of the above, the expression an “offer of common stock to the public” in relation to any common stock in any Member State means the

communication in any form and by any means of sufficient information on the terms of the offer and the common stock to be offered so as to enable an

investor to decide to purchase or subscribe the common stock, as the same may be varied in that Member State by any measure implementing the

Prospectus Directive in that Member State and the expression “Prospectus Directive” means Directive 2003/71/EC and includes any relevant implementing

measure in that Member State.

United Kingdom

Each representative has represented and agreed that it has only communicated or caused to be communicated and will only communicate or cause to be

communicated an invitation or inducement to engage in investment activity (within the meaning of Section 21 of the Financial Services and Markets Act

2000) in connection with the issue or sale of the common stock in circumstances in which Section 21(1) of such Act does not apply to us and it has complied

and will comply with all applicable provisions of such Act with respect to anything done by it in relation to any common stock in, from or otherwise

involving the United Kingdom.

Legal Matters
LEGAL MATTERS The validity of the shares of our common stock offered in the offering will be passed upon for us by Bingham McCutchen LLP, Boston,

Massachusetts. Davis Polk & Wardwell LLP, New York, New York is representing the underwriters in this offering.

Experts
EXPERTS

The consolidated financial statements of Kayak Software Corporation and subsidiaries as of December 31, 2008 and December 31, 2009, and for each of

the three years in the period ended December 31, 2009, appearing in this prospectus have been so included in reliance on the report of

PricewaterhouseCoopers LLP, an independent registered public accounting firm, given on the authority of said firm as experts in accounting and auditing.

Where You Can Find Additional Information
WHERE YOU CAN FIND ADDITIONAL INFORMATION We have filed with the SEC a registration statement on Form S-1, including exhibits and

schedules, under the Securities Act with respect to the common stock to be sold in this offering. This prospectus, which constitutes a part of the registration

statement, does not contain all of the information set forth in the registration statement or the exhibits and schedules that are part of the registration

statement. Any statements made in this prospectus as to the contents of any contract, agreement or other document are not necessarily complete. You

should refer to the registration statement and its exhibits for additional information. With respect to each such contract, agreement or other document filed

as an exhibit to the registration statement, we refer you to the exhibit for a more complete description of the matter involved, and each statement in this

prospectus shall be deemed qualified in its entirety by this reference. You may read and copy all or any portion of the registration statement or any reports,

statements or other information in the files at the following public reference facilities of the SEC:

Public Reference Room 100 F Street, NE Washington, DC 20549 You can request copies of these documents upon payment of a duplicating fee by writing

to the SEC. Please call the SEC at 1-800-SEC-0330 for further information on the operation of the public reference facilities. When we complete this

offering, we will also be required to file annual, quarterly and special reports, proxy statements and other information with the SEC. Our filings, including

the registration statement, will also be available to you on the Internet website maintained by the SEC at www.sec.gov.
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Report of Independent Registered Public Accounting Firm
Report of Independent Registered Public Accounting Firm To the Board of Directors and Stockholders of Kayak Software Corporation:

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of operations, of changes in stockholders

equity/(deficit), and of cash flows present fairly, in all material respects, the financial position of Kayak Software Corporation and its subsidiaries at

December 31, 2009 and 2008, and the results of their operations and their cash flows for each of the three years in the period ended December 31, 2009 in

conformity with accounting principles generally accepted in the United States of America. In addition, in our opinion, the financial statement schedule

listed in the accompanying index presents fairly, in all material respects, the information set forth therein when read in conjunction with the related

consolidated financial statements. These financial statements and financial statement schedule are the responsibility of the Company’s management. Our

responsibility is to express an opinion on these financial statements and financial statement schedule based on our audits. We conducted our audits of these

statements in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and

perform the audits to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining,

on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant

estimates made by management, and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our

opinion.

/s/ PricewaterhouseCoopers LLP Stamford, CT November 17, 2010

Consolidated Balance Sheets as of December 31, 2008 and December 31, 2009 and
September 30, 2010 (unaudited)
Kayak Software Corporation and Subsidiaries

Consolidated Balance Sheets

(In thousands, except share and per share amounts)

December 31, September

30,

20102008 2009

(unaudited)

Assets

Current assets

Cash and cash equivalents
$23,609 $15,950 $30,554

Marketable securities
10,743 1,506 3,835

Accounts receivable, net of allowance for doubtful accounts of $421 and $966 at December 31, 2008 and 2009,

respectively and $1,362 at September 30, 2010
16,640 18,743 32,837

Deferred tax asset
5,574 9,616 371



Prepaid expenses and other current assets
2,045 2,939 3,567

Total current assets
58,611 48,754 71,164

Property and equipment, net
3,159 3,328 3,298

Intangible assets, net
26,033 22,707 34,448

Goodwill
142,982 142,982 152,475

Deferred tax asset
— 976 2,763

Other assets

Shareholder loans
1,118 3,686 —

Other noncurrent assets
639 390 198

Total other assets
1,757 4,076 198

Total assets
$232,542 $222,823 $264,346

Liabilities and stockholders’ equity

Current liabilities

Accounts payable
$5,146 $6,805 $8,962

Accrued expenses and other current liabilities
7,512 5,930 11,336

Current portion of long-term debt
7,500 — —

Total current liabilities
20,158 12,735 20,298

Long-term debt
17,030 — —

Warrant liability
412 1,081 1,163

Acquisition related put liability
— — 3,424

Deferred tax liability
5,574 6,667 11,257

Other long-term liabilities
32 116 151

Total liabilities
43,206 20,599 36,293

Redeemable preferred stock

Series A Redeemable Convertible Preferred Stock, $.001 par value; 6,600,000 shares authorized and outstanding
6,600 6,600 6,600

Series A-1 Redeemable Convertible Preferred Stock, $.001 par value; 1,176,051 shares authorized and outstanding
1,650 1,650 1,650

Series B Redeemable Convertible Preferred Stock, $.001 par value; 4,989,308 shares authorized and outstanding
7,000 7,000 7,000

Series B-1 Redeemable Convertible Preferred Stock, $.001 par value; 2,138,275 shares authorized and outstanding
3,000 3,000 3,000

Series C Redeemable Convertible Preferred Stock, $.001 par value; 3,897,084 shares authorized and 3,855,180 shares

outstanding
11,500 11,500 11,500

Series D Redeemable Convertible Preferred Stock, $.001 par value; 8,075,666 shares authorized and 8,008,842 shares

outstanding
165,721 165,721 165,721

Total redeemable preferred stock
195,471 195,471 195,471

Commitments and contingencies (Note 11)

Stockholders’ (deficit) equity

Common stock, $.001 par value; 40,000,000 shares authorized; 5,127,443 and 5,394,196 shares issued and outstanding at

December 31, 2008 and 2009, respectively and 45,000,000 shares authorized; 7,321,625 shares issued and outstanding at

September 30, 2010
5 5 7

Additional paid-in capital
11,373 17,349 35,515

Accumulated other comprehensive income
— — 1,503

Accumulated deficit
(17,513) (10,601) (4,443)

Total stockholders’ (deficit) equity
(6,135) 6,753 32,582

Total liabilities and stockholders’ (deficit) equity
$232,542 $222,823 $264,346

See notes to consolidated financial statements



Kayak Software Corporation and Subsidiaries

Consolidated Statements of Operations

(in thousands, except share and per share amounts)

Year Ended December 31,

Nine Months Ended

September 30,

2007 2008 2009 2009 2010

(unaudited)

Revenues
$48,444 $112,018 $112,698 $86,567 $128,280

Costs and expenses

Cost of revenue
4,990 13,120 10,156 8,071 7,227

Marketing
33,624 56,841 57,389 36,020 69,139

Technology
4,292 10,382 10,708 8,077 9,723

Personnel
8,131 19,150 22,638 16,469 20,987

General and administrative
2,046 5,440 6,446 4,562 6,134

Total costs and expenses
53,083 104,933 107,337 73,199 113,210

(Loss) income from operations
(4,639) 7,085 5,361 13,368 15,070

Other income (expense)

Interest income
409 672 443 380 83

Interest expense
(200) (2,835) (322) (322) —

Realized gain (loss) on investment
62 85 — — —

Other income (expense), net
— 509 (1,346) (1,408) 1,161

Total other income (expense)
271 (1,569) (1,225) (1,350) 1,244

Income before taxes
(4,368) 5,516 4,136 12,018 16,314

Income tax expense (benefit)
— 415 (2,776) 1,579 10,156

Net (loss) income
$(4,368) $5,101 $6,912 $10,439 $6,158

Net (loss) income per common share

Basic
$(1.67) $(1.37) $(0.92) $0.05 $(0.43)

Diluted
$(1.67) $(1.37) $(0.92) $0.05 $(0.43)

Weighted average common shares

Basic
3,860,114 4,831,777 5,223,187 5,193,555 6,164,171

Diluted
3,860,114 4,831,777 5,223,187 5,193,555 6,164,171

See notes to consolidated financial statements

Kayak Software Corporation and Subsidiaries

Consolidated Statements of Changes in Stockholders’ (Deficit) Equity

(In thousands, except share amounts)

Common Stock Additional

Paid-

InCapital

Accumulated

OtherComprehensiveIncome

Accumulated

Deficit

Total

Stockholders’(Deficit)EquityShares Amount

Balance, December 31, 2006
3,729,107 $4 $2,037 $— $(18,246) $(16,205)

Stock option expense
— — 1,066 — — 1,066

Issuance of common stock
281,500 — 302 — — 302

Compensation expense related to restricted

stock vesting
218,107 — 673 — — 673

Net loss
— — — — (4,368) (4,368)

Balance, December 31, 2007
4,228,714 4 4,078 — (22,614) (18,532)

Stock option expense
— — 4,303 — — 4,303

Issuance of common stock
706,785 1 896 — — 897



Compensation expense related to restricted

stock vesting
191,944 — 2,096 — — 2,096

Net income
— — — — 5,101 5,101

Balance, December 31, 2008
5,127,443 5 11,373 — (17,513) (6,135)

Stock option expense
— — 5,159 — — 5,159

Issuance of common stock
229,482 — 529 — — 529

Compensation expense related to restricted

stock vesting
37,271 — 288 — — 288

Net income
— — — — 6,912 6,912

Balance, December 31, 2009
5,394,196 5 17,349 — (10,601) 6,753

(unaudited)

Stock option expense
— — 5,185 — — 5,185

Issuance of common stock
1,927,435 2 12,981 — — 12,983

Comprehensive income

Foreign currency translation adjustment
— — — 1,503 — 1,503

Net income
— — — — 6,158 6,158

Total comprehensive income
7,661

Balance, September 30, 2010 (unaudited)
7,321,631 $7 $35,515 $1,503 $(4,443) $32,582

See notes to consolidated financial statements

Kayak Software Corporation and Subsidiaries

Consolidated Statements of Cash Flows

(In thousands)

Year Ended December 31,

Nine Months Ended

September 30,

2007 2008 2009 2009 2010

(unaudited)

Cash flows from operating activities

Net income
$(4,368) $5,101 $6,912 $10,439 $6,158

Adjustments to reconcile net income to net cash from operating activities:

Depreciation and amortization
1,485 5,214 5,380 4,023 4,923

Stock-based compensation expense
1,739 6,400 5,447 3,719 5,185

Deferred taxes
— — (3,925) — 7,049

Mark to market adjustments
— (336) 669 643 (702)

Loss on extinguishment of debt
— — 1,005 1,005 —

Gain on sale of Travelpost
— — — — (459)

Other
50 59 (4) 11 47

Changes in assets and liabilities, net of effect of acquisitions:

Accounts receivable, net
(3,574) (4,193) (2,103) 244 (13,367)

Prepaid expenses and other assets
(99) (1,345) (925) (2,135) 253

Accounts payable
1,157 (35) 1,658 (1,321) 1,437

Accrued liabilities and other liabilities
1,724 2,014 (1,498) (291) 5,763

Net cash from operating activities
(1,886) 12,879 12,616 16,337 16,287

Cash flows from investing activities

Purchases of property and equipment
(1,043) (986) (2,267) (1,939) (1,612)

Purchase of domain names
(81) (106) (2) — —

Proceeds from sale of property and equipment
— 23 5 — —



Purchase of marketable securities
(5,963) (16,352) (3,254) (2,196) (4,721)

Sale of marketable securities
9,462 9,045 12,482 12,481 2,350

Proceeds from sale of Travelpost
— — — — 3,600

Cash paid for business combination—net of cash acquired
(174,818) (784) — — (6,781)

Net cash from investing activities
(172,443) (9,160) 6,964 8,346 (7,164)

Cash flows from financing activities

Proceeds from issuance of common stock
302 897 529 359 1,637

Proceeds from issuance of redeemable convertible preferred stock
165,709 — — — —

Payments on long-term debt
30,000 (5,000) (25,268) (25,268) —

Cash paid for origination of loans
(429) — — — —

Loans to shareholders
— (1,100) (2,500) (2,500) 3,686

Other
— 32 — — —

Net cash from financing activities
195,582 (5,171) (27,239) (27,409) 5,323

Effect of exchange rate changes on cash and cash equivalents
— — — — 158

Increase (decrease) in cash and cash equivalents
21,253 (1,452) (7,659) (2,726) 14,604

Cash and cash equivalents, beginning of period
3,808 25,061 23,609 23,609 15,950

Cash and cash equivalents, end of period
$25,061 $23,609 $15,950 $20,883 $30,554

Supplemental disclosures of cash flow information

Cash paid during the year for:

Interest
$— $2,541 $532

Income taxes
$— $400 $2,692

See notes to consolidated financial statements

Notes to Consolidated Financial Statements
Kayak Software Corporation and Subsidiaries

Notes to Consolidated Financial Statements

(In thousands, except share and per share amounts)

(Amounts as of or for the nine months ended September 30, 2009 and 2010 are unaudited)

1. Organization

The Company was incorporated in Delaware on January 14, 2004 under the name of Travel Search Company, Inc. On August 17, 2004, we officially changed

our name to Kayak Software Corporation (the Company). We operate KAYAK.com and other travel websites and mobile applications that allow users to

search for rates and availability for airline tickets, hotel rooms, rental cars, and other travel-related services across hundreds of websites.

2. Summary of Significant Accounting Policies

Significant Estimates and Judgments

The preparation of financial statements in conformity with generally accepted accounting principles in the United States of America requires management

to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of

the financial statements and the reported amounts of revenue and expenses during the reporting period. Significant estimates relied upon in preparing

these financial statements include the provision for uncollectible accounts, estimates used to determine the fair value of our common stock and preferred

stock warrants, recoverability of our net deferred tax assets and the fair value of long lived assets and goodwill. Changes in estimates are recorded in the

period in which they become known. We base estimates on historical experience and various other assumptions that we believe to be reasonable under the

circumstances. Actual results may differ from our estimates.

Principles of Consolidation

The accompanying consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries, and have been prepared in

accordance with accounting principles generally accepted in the United States of America. Operating results of acquired businesses are included in the

Consolidated Statements of Operations from the date of acquisition. All intercompany accounts and transactions have been eliminated.



Segments

We have one operating segment for financial reporting purposes: travel search. We have no organizational structure dictated by product lines, geography or

customer type.

Revenue Recognition

Our services are free for travelers. We earn revenues from both referrals to travel suppliers and online travel agencies (OTAs) (distribution revenues) and

from advertising placements on our websites and mobile applications (advertising revenues). We recognize revenue upon completion of the referral or

placement of advertisement, provided that our fees are fixed and determinable, there is persuasive evidence of the arrangement and collection is reasonably

assured, as follows:

Distribution Revenues: Revenue is recognized either when a user clicks on a link that refers them to a travel supplier or OTA or when the user completes a

purchase with the travel supplier or OTA, depending on terms of the contract. For certain hotels and car rental companies, revenue is not earned until the

user consumes the travel, in which case we recognize the revenue when notified of the amount earned by the travel supplier or OTA.

Advertising Revenue: Advertising revenue is recognized either via a cost per click model (CPC) which results in revenue when a user clicks on an

advertisement that a customer has placed within our website, or through a cost per thousand impression (CPM) model which results in revenue being earned

when we display an advertiser’s advertisement within our search results, regardless if the user clicks on the advertisement.

Concentrations of Credit Risk

Substantially all of our revenues are derived from customers and users located in the United States of America. Financial instruments that subject the

Company to significant concentrations of credit risk consist primarily of cash, cash equivalents, marketable securities and accounts receivable. The

Company’s cash and cash equivalents and marketable securities are primarily held in one financial institution that we believe to be of high credit quality.

Significant customers accounted for the following percentages of total revenues:

For the

year ended

December 31,

For the

nine months ended

September 30,

2007 2008 2009 2009 2010

Customer A
11% 13% 16% 16% 25%

Customer B
32% 27% 23% 23% 19%

Customer C
18% 15% 13% 14% 8%

Amounts due from these significant customers were:

At December 31, At September 30,

2008 2009 2010

Customer A
$2,176 $3,376 $7,978

Customer B
3,883 4,610 5,045

Customer C
— 850 1,025

We believe significant customer amounts outstanding at December 31, 2009 and September 30, 2010 are collectible.

Cost of Revenue

Cost of revenue consists primarily of expenses incurred related to airfare and hotel search database costs and related bandwidth charges. All costs of

revenue are expensed as incurred.

Marketing

Marketing expenses are comprised primarily of costs of search engine marketing, brand advertising, affiliate referral fees, and public relations. All marketing

costs are expensed as incurred.

Stock-Based Compensation

We estimate the value of stock option awards on the date of grant using the Black-Scholes option-pricing model (the Black-Scholes model). The

determination of the fair value of stock option awards on the date of grant is affected by our estimated stock price as well as assumptions regarding a

number of complex and subjective variables. These variables include our expected stock price volatility over the term of the awards, expected term, risk-free

interest rate, expected dividends and expected forfeiture rates. The forfeiture rate is estimated using historical option cancellation information, adjusted for

anticipated changes in exercise and employment termination behavior. We separate employees into groups that have similar characteristics for purposes of

making forfeiture estimates. Outstanding awards do not contain market or performance conditions and therefore, we recognize stock-based compensation

expense on a straight-line basis over the requisite service period.

Fair Value of Financial Instruments

The carrying amounts of the Company’s cash and cash equivalents, accounts receivable, accounts payable and accrued liabilities, approximate fair value

because of their short maturities.



Cash Equivalents and Marketable Securities

Cash equivalents include all highly liquid investments maturing within 90 days from the date of purchase.

Marketable securities are classified as held-to-maturity as we have the intent and ability to hold these investments to maturity. Marketable securities are

reported at amortized cost. Cash equivalents and marketable securities are invested in instruments we believe to be of high-quality, primarily money market

funds, U.S. Government obligations, State and Municipality obligations and corporate bonds with remaining contractual maturities of less than one year.

Accounts Receivable and Allowance for Doubtful Accounts

We review accounts receivable on a regular basis and estimate an amount of losses for uncollectible accounts based on our historical collections experience,

age of the receivable and knowledge of the customer. We record changes in our estimate to the allowance for doubtful accounts through bad debt expense

and relieve the allowance when accounts are ultimately determined to be uncollectible.

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation and amortization. Depreciation of property and equipment is computed on a

straight-line basis over the estimated useful lives of the assets or, when applicable, the life of the lease, whichever is shorter.

Software and Website Development Costs

Certain costs to develop internal use computer software are capitalized provided these costs are expected to be recoverable. These costs are included in

property and equipment and are amortized over three years beginning when the asset is substantially ready for use. Costs incurred during the preliminary

project stage, as well as maintenance and training costs are expensed as incurred. We capitalized software and web development costs of $538, $329 and

$621 during the years ended December 31, 2007, 2008 and 2009, respectively, and $418 and $1,068 for the nine months ended September 30, 2009 and

2010, respectively. Amortization expense for software and website development costs were $676, $517 and $466 for the years ended December 31, 2007,

2008 and 2009, respectively and $342 and $434 for the nine months ended September 30, 2009 and 2010, respectively.

Impairment of Long-Lived Assets

Long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of the asset may not be

recoverable. When such events occur, we compare the carrying amounts of the assets to their undiscounted expected future cash flows. If this comparison

indicates that there is impairment, the amount of the impairment is calculated as the difference between the carrying value and fair value.

Goodwill

Goodwill represents the excess of the cost of acquired business over the fair value of the assets acquired at the date of acquisition. Goodwill is tested for

impairment at least annually and whenever events or changes in circumstances indicate that goodwill may be impaired. At December 31, 2009 and

September 30, 2010 goodwill is not deductible for tax purposes.

We assess goodwill for possible impairment using a two-step process. The first step identifies if there is potential goodwill impairment. If step one indicates

that an impairment may exist, a second step is performed to measure the amount of the goodwill impairment, if any. Goodwill impairment exists when the

estimated fair value of goodwill is less than its carrying value. If impairment exists, the carrying value of the goodwill is reduced to fair value through an

impairment charge in our consolidated statements of operations.

For purposes of goodwill impairment testing, we estimate the fair value of the company using generally accepted valuation methodologies, including market

and income based approaches, and relevant data available through and as of the testing date. The market approach is a valuation method in which fair value

is estimated based on observed prices in actual transactions and on asking prices for similar assets. Under the market approach, the valuation process is

essentially that of comparison and correlation between the subject asset and other similar assets. The income approach is a method in which fair value is

estimated based on the cash flows that an asset could be expected to generate over its useful life, including residual value cash flows. These cash flows are

then discounted to their present value using a rate of return that accounts for the relative risk of not realizing the estimated annual cash flows and for the

time value of money.

Warrant liability

Warrants to purchase redeemable preferred stock are accounted for on the balance sheets at fair value as liabilities. Changes in fair value are recognized in

earnings in the period of change.

Put liability

In connection with our acquisition of swoodoo AG, we issued a put option on 825,000 shares of our common stock. The fair value of this option was

estimated to be $4,208 at the date of the acquisition and recorded as a liability on our balance sheet. Changes in fair value are recognized in earnings in the

period of change.

Accumulated Other Comprehensive Income

Accumulated other comprehensive income consists of foreign currency translation adjustments. The financial statements of swoodoo AG are translated

from its functional currency, Euros, into U.S. dollars. Assets and liabilities are translated at period end rates of exchange and revenue and expenses are

translated using average rates of exchange. The resulting gain or loss is included in accumulated other comprehensive income on the balance sheet.



Income Taxes

We record income taxes under the liability method. Deferred tax assets and liabilities reflect our estimation of the future tax consequences of temporary

differences between the carrying amounts of assets and liabilities for book and tax purposes. We determine deferred income taxes based on the differences

in accounting methods and timing between financial statement and income tax reporting. Accordingly, we determine the deferred tax asset or liability for

each temporary difference based on the enacted tax rates expected to be in effect when we realize the underlying items of income and expense. We consider

many factors when assessing the likelihood of future realization of our deferred tax assets, including our recent earnings experience by jurisdiction,

expectations of future taxable income, and the carryforward periods available to us for tax reporting purposes, as well as other relevant factors. We may

establish a valuation allowance to reduce deferred tax assets to the amount we believe is more likely than not to be realized. Due to inherent complexities

arising from the nature of our businesses, future changes in income tax law, tax sharing agreements or variances between our actual and anticipated

operating results, we make certain judgments and estimates. Therefore, actual income taxes could materially vary from these estimates.

Effective January 1, 2007, we adopted the authoritative guidance for uncertainty in income taxes. This guidance requires that we recognize a tax benefit

from an uncertain position only if it is more likely than not that the position is sustainable, based solely on its technical merits and consideration of the

relevant taxing authority’s widely understood administrative practices and precedents. If this threshold is met, we would measure the tax benefit as the

largest amount of benefit that is greater than fifty percent likely of being realized upon ultimate settlement. The adoption of this guidance did not have a

material impact on our financial statements.

Recent Accounting Pronouncements

In 2006, the FASB issued guidance regarding fair value measurements which defines fair value, establishes a market-based framework or hierarchy for

measuring fair value and expands disclosures about fair value measurements. This guidance is applicable whenever another accounting pronouncement

requires or permits assets and liabilities to be measured at fair value. It does not expand or require any new fair value measures. This guidance became

effective January 1, 2008 and was applied prospectively to fair value measurements and disclosures of (i) financial assets and financial liabilities and (ii)

nonfinancial assets and nonfinancial liabilities which are recognized or disclosed at fair value in the financial statements on a recurring basis (at least

annually). In February 2008, the FASB delayed the effective date regarding fair value measurements and disclosures of nonfinancial assets and nonfinancial

liabilities, except those that are recognized or disclosed at fair value in the financial statements on a recurring basis (at least annually), to January 1, 2009.

The application of this guidance did not have a material effect on the consolidated financial statements.

In 2009, the FASB issued an amendment to its guidance on fair value measurements and disclosures to provide guidance on the fair value measurement of

liabilities. This update provides clarification for circumstances in which a quoted price in an active market for the identical liability is not available. This was

effective in 2009 and did not have a material effect on our consolidated financial statements.

In 2010, the FASB issued an amendment to guidance on the disclosure of fair value measurements. This update requires a gross presentation of activities

within the Level 3 roll forward and adds a new requirement to disclose transfers in and out of Level 1 and 2 measurements. The update also clarifies the

following existing disclosure requirements regarding: (i) the level of disaggregation of fair value measurements; and (ii) the disclosures regarding inputs and

valuation techniques. This update is effective for our fiscal year beginning January 1, 2010 except for the gross presentation of the Level 3 roll forward

information, which is effective for our fiscal year beginning January 1, 2011. The principle impact from this update was expanded disclosures regarding our

fair value measurements.

On January 1, 2009, we adopted the revised FASB guidance regarding business combinations which was required to be applied to business combinations on

a prospective basis. The revised guidance requires that the acquisition method of accounting be applied to a broader set of business combinations, amends

the definition of a business combination, provides a definition of a business, requires an acquirer to recognize an acquired business at its fair value at the

acquisition date and requires the assets and liabilities assumed in a business combination to be measured and recognized at their fair values as of the

acquisition date (with limited exceptions). There was no impact upon adoption and the effects of this guidance will depend on the nature and significance of

business combinations occurring after the effective date.

In May 2009, the FASB issued guidelines on subsequent event accounting which sets forth: (i) the period after the balance sheet date during which

management of a reporting entity should evaluate events or transactions that may occur for potential recognition or disclosure in the financial statements;

(ii) the circumstances under which an entity should recognize events or transactions occurring after the balance sheet date in its financial statements; and

(iii) the disclosures that an entity should make about events or transactions that occurred after the balance sheet date. These guidelines were effective for

annual periods ending after June 15, 2009. There was no impact on the consolidated financial results. We have evaluated subsequent events through

November 17, 2010, the date of issuance of our consolidated financial statements.

3. Acquisitions

On May 6, 2010, the Company acquired 100% of the outstanding share capital in swoodoo AG, a German entity that is similar in nature to us for a total

purchase price of $24,384, consisting of $9,451 in cash, 825,000 shares of common stock valued at $13.00 per share on the date of the acquisition. Upon

the occurrence of certain events, including the closing of a qualified initial public offering (IPO), during the thirty business days following our giving notice

of such event, or at June 30, 2011, we will be obligated, at the holder’s request, to repurchase any or all of the shares held by such holder at a price of €13.33

($18.14 at September 30, 2010) per share. We recorded a liability for the estimated fair value of this obligation at $4,208 at the time of acquisition. This

amount was recorded as contingent consideration and is included in the purchase price above. During the nine months ended September 30, 2010, the fair

value of the obligation decreased by $784. The decrease in the liability was recorded as a gain and is included in other income (expense), net.

We recognized $419 of acquisitions-related expenses for the nine months ended September 30, 2010 that were included in general and administrative

expenses.

The following table summarizes the consideration paid for swoodoo AG and the amounts of the assets acquired and liabilities assumed at the acquisition

date.



Fair value of consideration transferred:

Cash paid
$8,777

Cash paid for working capital adjustment
674

Fair value of common stock
10,725

Fair value of put options issued
4,208

Total purchase consideration
$24,384

The table below sets forth the final purchase price allocation.

Assets acquired:

Cash and cash equivalents
$2,670

Other assets
1,320

Identifiable intangible assets

Customer relationships (useful life - 8 years)
4,900

Trade & domain names (useful life - 11 years)
5,400

Current technology (useful life - 5 years)
3,900

Non-compete Agreements (useful life - 3 years)
700

Goodwill
11,144

Total assets
30,034

Liabilities assumed:

Deferred tax liability
4,714

Other liabilities
936

Total net assets acquired
$24,384

The pro forma impact on revenues and net income was immaterial.

On December 22, 2007, the Company completed the acquisition of SideStep, Inc. an online travel search engine to obtain SideStep’s user base and brand

name. Total consideration for the acquisition, net of cash acquired, was $175,603. Included in this amount was cash consideration of $784 representing

post-closing purchase price adjustments that were paid during 2008.

4. Marketable Securities

The following tables summarize the investments in marketable securities:

December 31, 2008

Amortized

Cost

Gross

UnrealizedGains

Estimated

Fair Value

Agency bonds
$801 $9 $810

Government bonds
1,200 — 1,200

Certificate of deposit
675 — 675

Commercial paper
4,210 6 4,216

Corporate debentures/bonds
3,857 2 3,859

$10,743 $17 $10,760

December 31, 2009

Amortized

Cost

Gross

UnrealizedGains

Estimated

Fair Value

Certificate of deposit
$601 $— $601

Commercial paper
749 — 749

Corporate debentures/bonds
156 — 156

$1,506 $— $1,506

September 30, 2010

Amortized

Cost

Gross

UnrealizedGains

Estimated

Fair Value

Agency bonds
$479 $— $479

Agency discount notes
1,249 — 1,249



U.S. government bonds
200 — 200

Non-U.S. government bonds
126 — 126

Certificate of deposit
150 — 150

Commercial paper
150 — 150

Corporate debentures/bonds
1,481 1 1,482

$3,835 $1 $3,836

5. Property and Equipment

Property and equipment at December 31, 2008 and 2009 and September 30, 2010 consisted of the following:

Estimated

Life

December 31,
September 30,

20102008 2009

Computer equipment
3 years $1,793 $2,364 $2,654

Furniture and fixtures
5 years 156 306 383

Leasehold improvements
Life of lease 159 921 993

Office equipment
5 years 61 35 35

Software
3 years 12 35 97

Vehicle
5 years 53 53 105

Website development
3 years 4,884 5,505 6,500

7,118 9,219 10,767

Accumulated depreciation
(3,959) (5,891) (7,469)

Net property and equipment
$3,159 $3,328 $3,298

Depreciation expense was $1,196, $1,890 and $2,052 for the years ended December 31, 2007, 2008 and 2009, respectively and $1,527 and $2,157 for the

nine months ended September 30, 2009 and 2010, respectively.

6. Intangible Assets

The following tables detail our intangible asset balances by major asset class:

At December 31, 2008

Gross

Carrying

Amount

Accumulated

Amortization

Net

Carrying

Amount

Intangible asset class

Domain and trade names
$26,359 $(2,876) $23,483

Customer relationships
3,300 (750) 2,550

Total
$29,659 $(3,626) $26,033

At December 31, 2009

Gross

Carrying

Amount

Accumulated

Amortization

Net

Carrying

Amount

Intangible asset class

Domain and trade names
$26,361 $(5,512) $20,849

Customer relationships
3,300 (1,442) 1,858

Total
$29,661 $(6,954) $22,707

At September 30, 2010

Gross

Carrying

Amount

Accumulated

Amortization

Net

Carrying

Amount

Intangible asset class

Domain and trade names
$31,294 $(7,470) $23,824

Customer relationships
8,209 (2,044) 6,165

Technology
4,146 (332) 3,814



Non-compete agreements
744 (99) 645

Total
$44,393 $(9,945) $34,448

Amortization expense was $289, $3,324 and $3,328 for the years ended December 31, 2007, 2008 and 2009, respectively and $2,496 and $2,766 for the

nine months ended September 30, 2009 and 2010, respectively. Amortization related to domain and trade names is included in technology expense and

amortization related to customer relationships is included in general and administrative expense. Intangible assets are amortized on a straight-line basis over

their estimated economic lives. We believe that the straight-line method of amortization reflects an appropriate allocation of the cost of the intangible assets

to earnings in proportion to the amount of economic benefits obtained.

As of December 31, 2009, future amortization expense for the next 5 years and after is expected to be:

2010
$ 3,321

2011
3,248

2012
3,197

2013
2,636

2014 and after
10,305

Total
$22,707

7. Goodwill

There were no changes in the carrying amount of goodwill in 2008 or 2009. Changes for the nine months ended September 30, 2010 were as follows:

Balance, December 31, 2009
$142,982

Acquisition of swoodoo AG
11,144

Sale of Travelpost, Inc.
(2,353)

Foreign currency translation
702

Balance, September 30, 2010
$152,475

8. Accrued Expenses

Accrued expenses consisted of the following:

December 31,
September 30,

20102008 2009

Accrued bonus
$1,657 $3,405 $3,157

Taxes payable
612 — 3,105

Accrued search fees
1,921 40 1,179

Accrued marketing
240 — 1,176

Accrued affiliate payments
1,463 1,101 549

Other accrued expenses
1,619 1,384 2,170

$7,512 $5,930 $11,336

9. Long-Term Debt

There was no outstanding long-term debt as of December 31, 2009 or September 30, 2010. Long-term debt as of December 31, 2008 consisted of the

following:

December 31,

2008

Senior term loan
$15,000

Subordinated term loan
10,200

Discount—Warrants
(510)

Discount—Final payment fee
(160)

24,530

Less current portion of long-term debt
(7,500)

$17,030

In December 2007, the Company entered into $20,000 of senior term loans and $10,000 of subordinated term loans with Silicon Valley Bank and Gold Hill

Capital, respectively. These loans were repaid during 2009.



At the inception of the loan, we recorded commitment fees of $350 which were being amortized over the term of the loans. Upon repayment of the debt,

these fees were expensed in full and included as part of the early extinguishment expense discussed below.

In conjunction with these loans, the Company issued warrants to purchase Series D Convertible Preferred Stock. Proceeds have been allocated to the

warrants using the residual method based on the estimated fair value of the warrants at the date of the loans. Refer to Note 12—Redeemable Convertible

Preferred Stock for further information on the warrants. Amounts related to the debt discount of the Series D warrants were being amortized over 5 years,

which was the term of the debt. Upon repayment of the debt, these fees were expensed in full.

At the time of repayment we incurred $1,005 of expense in connection with the early extinguishment of debt. This amount was included in other income

(expense), for the year ended December 31, 2009 and the nine months ended September 30, 2009.

10. Income Taxes

The significant components of the provision for income taxes are as follows:

December 31, September 30,

2007 2008 2009 2009 2010

Current:

Federal
$— $238 $141 $355 $482

State
— 177 1,008 1,224 2,580

Total current
— 415 1,149 1,579 3,062

Deferred

Federal
— — (3,098) — 7,094

State
— — (827) — —

Total deferred
— — (3,925) — 7,094

Income tax expense (benefit)
$— $415 $(2,776) $1,579 $10,156

Provisions for income taxes compared with income taxes based on the federal statutory tax rate of 35% were as follows:

December 31,

2008 2009

U.S. Statutory federal income tax rate
35.0% 35.0%

State income taxes, net of federal benefits
3.2% 15.8%

Compensation related to incentive stock options
26.6% 27.0%

Warrants
(2.1)% 5.7%

Change to valuation allowance
(55.8)% (94.9)%

NOL utilization
— (54.2)%

Other
0.7% (1.5)%

Effective income tax rate
7.5% (67.1)%

Significant components of the Company’s deferred tax assets and liabilities at December 31, 2008 and 2009 were as follows:

December 31,

2008 2009

Deferred tax assets:

Net operating loss carryforward
$15,734 $10,256

Start-up and organizational costs
113 —

Accruals and reserves
253 456

Stock options
— 1,633

Research and development credits
751 1,003

Total gross deferred tax assets
16,851 13,348

Valuation allowance
(6,139) —

Total deferred tax assets
10,712 13,348

Deferred tax liabilities:

Restricted stock
(15) —

Depreciation and amortization
(10,697) (9,423)



Total deferred tax liabilities
(10,712) (9,423)

Net deferred tax asset
$— $3,925

Realization of the future tax benefits is dependent on many factors, including the Company’s ability to continue to generate taxable income within the net

operating loss (NOL) carryforward period. Prior to 2009, the Company did not have sufficient history of generating taxable income to support the

assumption that it was more likely than not that future tax benefits would be realized and as such, a full valuation reserve was recorded against the related

deferred tax assets. During the fourth quarter of 2009, based on historical and expected operating results, we determined that it was more likely than not

that future tax benefits would be realized and released the valuation allowance of $3,925.

At December 31, 2009 and September 30, 2010, the Company had approximately $33,141 and $24,111, respectively, of federal and state tax NOLs that

expire beginning in 2027 and 2014, respectively. This includes the effect of Section 382 limitations on the Company’s federal NOL due to certain

ownership changes in prior years. Additionally, this NOL includes $9,276 at December 31, 2009 and $9,276 and September 30, 2010 attributable to the

excess tax deductions on stock option activity which is not included in the above deferred tax schedule. The tax benefit of this deduction will be recorded

through additional paid in capital at such time as the NOL is used to reduce income taxes payable.

As of September 30, 2010, the Company had gross unrecognized tax benefits of $513 and no accrued interest or penalties. Included in the additions for tax

positions taken for prior years, are amounts related to the Company’s acquisition of swoodoo.

We had unrecognized tax benefits of $231 at December 31, 2007. There were no changes in 2008 or 2009. The following table summarizes the changes in

the balance of gross unrecognized tax benefits from December 31, 2009:

Unrecognized tax benefits at December 31, 2009
$231

Additions for tax positions of acquired companies
282

Unrecognized tax benefits at September 30, 2010
$513

The total amount of unrecognized tax benefits, if recognized, that would impact effective tax rate is $478. The Company does not currently anticipate that

the total amount of unrecognized tax benefits will significantly change within the next 12 months.

All years are open for examination by federal and state taxing authorities. There are no tax audits currently ongoing. Management believes it has adequately

reserved for all uncertain tax positions. The assessment relies on estimates and assumptions and may involve a series of complex judgments about future

events.

11. Commitments and Contingencies

Operating Leases

We lease our office and data center facilities under noncancelable leases that expire at various points through January 2016. We are also responsible for

certain real estate taxes, utilities and maintenance costs on our office facilities. Rent expense was approximately $528, $1,120 and $1,307 for the years

ended December 31, 2007, 2008 and 2009, respectively and $998 and $786 for the nine months ended September 30, 2009 and 2010, respectively. Future

minimum payments under non cancelable operating lease agreements as of December 31, 2009 are as follows:

2010
$ 1,366

2011
1,140

2012
826

2013
676

2014
556

Thereafter
480

Total
$5,044

In addition, we have various content licensing and technology agreements that if not renewed, will expire at various times through 2010 and 2011. Content

licensing and technology expense for the years ended December 31, 2007, 2008 and 2009 was approximately $4,330, $7,076 and $6,514, respectively and

for the nine months ended September 30, 2009 and 2010 was $4,569 and $5,788, respectively.

Future minimum payments under content licensing and technology agreements are as follows at December 31, 2009:

2010
$ 7,431

2011
7,200

Total
$14,631

Legal Matters

We are involved in various legal proceedings, including, but not limited to, actions relating to breach of contract and intellectual property infringement that

involve claims for substantial amounts of money or for other relief or that might necessitate changes to our business or operations. If any legal proceedings

were to result in an unfavorable outcome, it could have a material adverse effect on our business, financial position and results of operations; however, at this



time, we are unable to estimate the potential range of loss, if any, and it is too early to determine the likelihood of whether or not any of these claims will

ultimately result in a loss. As such, we have not recorded any accrual for potential loss as of December 31, 2009 or September 30, 2010.

12. Redeemable Convertible Preferred Stock

The Company has authorized 26,876,384 shares of redeemable convertible preferred stock, and has designated six series as of December 31, 2009:

6,600,000 shares of Series A Preferred, 1,176,051 shares of Series A-1 Preferred, 4,989,308 shares of Series B Preferred, 2,138,275 shares of Series B-1

Preferred, 3,897,084 shares of Series C Preferred and 8,075,666 Series D Preferred.

Series A Preferred

In March and June 2004, the Company issued an aggregate of 6,600,000 shares of Series A Preferred at $1.00 per share for gross proceeds of $6,600.

Series A-1 Preferred

In November 2004, the Company issued an aggregate of 825,000 shares of Series A-1 Preferred at $2.00 per share for gross proceeds of $1,650. The

purchase price of the shares was subject to adjustment based on any dilution occurring as a result of any subsequent stock offering that occurred prior to

February 1, 2006 at a price per share lower than $2.00. Consequently, in February 2006, an additional 351,051 shares were issued to Series A-1 holders to

adjust the stock purchase price to $1.403 per share, the per-share price of the Series B Preferred Stock.

Series B Preferred

In February 2006, the Company issued 4,989,308 shares of its Series B Preferred at $1.403 per share for gross proceeds of $7,000.

Series B-1 Preferred

In April 2006, the Company issued 2,138,275 shares of its Series B-1 Preferred at $1.403 per share for gross proceeds of $3,000.

Series C Preferred

In May 2006, the Company issued 3,855,180 shares of its Series C Preferred at $2.983 per share for gross proceeds of $11,500.

Series D Preferred

In December 2007, the Company issued 8,008,842 shares of its Series D Preferred at $20.727 per share for gross proceeds of $166,000 and $278 in

issuance costs.

A summary of the current rights and preferences of the Series A, A-1, B, B-1, C and D Preferred are as follows:

Voting

Series A, A-1, B, B-1, C and D Preferred stockholders are entitled to one vote per common share equivalent on all matters voted on by holders of common

stock.

Dividends

Series A, A-1, B, B-1, C and D Preferred stockholders are entitled to receive dividends that are paid on common stock of the Company equal to an amount of

the largest number of whole shares of common stock into which the shares of preferred stock are convertible into. In addition, Series A, A-1, B, B-1, C and D

preferred stockholders are entitled to receive, out of funds legally available, dividends at the rate of 6% per annum of the adjusted original issue price per

share and are accumulated regardless if declared. Accumulated and unpaid dividends totaled $28,242 at December 31, 2009 and $37,051 September 30,

2010. Dividends are payable upon a liquidation event, redemption or if declared by the Board of Directors.

Liquidation Rights

In the event of a liquidation, dissolution or winding up of the Company, a sale of all or substantially all of the Company’s assets, and certain mergers, before

any distribution payments to common stockholders, the holders of Series A, A-1, B, B-1, C and D Preferred are entitled to an amount equal to the

liquidation preference payment. The liquidation preference payment is equal to the original stock price paid per share multiplied by 1.5 for the Series A

holders ($1.50 per share), Series A-1 holders ($2.104 per share), Series B holders ($2.104 per share), Series B-1 holders ($2.104 per share), Series C holders

($4.475 per share) and Series D holders ($31.09 per share) plus unpaid dividends (whether or not declared).

Conversion

Each share of Series A, A-1, B, B-1, C and D preferred is convertible into one share of common stock, adjusted for certain anti-dilutive events. Conversion is

at the option of the holder but becomes automatic upon (i) the completion of an initial public offering involving net proceeds of at least $25,000 at a price

per share that equals or exceeds $31.09 per share, subject to certain adjustments, or (ii) upon the election of the holders of shares of preferred stock

representing 58% of the votes applicable to such preferred stock, provided that with respect to Series D Preferred, such election must also include at least

two-thirds of the Series D holders (Requisite Holders). Upon a conversion event holders are not entitled to receive any previously accumulated and unpaid

dividends.

Redemption

At any time on or after December 21, 2012, upon the written request of the Requisite Holders, the Company shall redeem, in three equal annual

installments, all outstanding Series A, A-1, B, B-1, C and D Preferred, in cash, at an amount equal to the applicable liquidation preference payment, as

described above.



Preferred Stock Warrants

In connection with the issuance of subordinated term loans in 2007, the lender received warrants to purchase 62,000 shares of Series D preferred stock at

an exercise price of $20.73 per share. The warrants expire on the tenth anniversary of the loan closing date (December 2017). In connection with the

transaction the Company recorded a separate warrant liability based on the estimated fair value at the issuance date by allocating proceeds first to the

warrants and the remaining to the loans (the residual method). Warrants are valued at each reporting period with changes recorded in the statement of

operations. The fair value of these warrants was $297, $681 and $650 as of December 31, 2008 and 2009 and September 30, 2010, respectively, based on

the following assumptions using the Black-Scholes model:

December 31,
September 30,

20102008 2009

Risk free interest rate
1.6% 2.2% 1.1%

Expected volatility
55.1% 54.5% 51.0%

Expected life (in years)
5 4 4

Dividend yield
0.0% 0.0% 0.0%

The mark to market gain (loss) on these warrants was $348 and $(384) for the years ended December 31, 2008 and 2009 and $361 and $(31) for the nine

months ended September 30, 2009 and 2010, respectively.

In November 2006, under the terms of a loan and security agreement, the Company issued warrants for the purchase of 41,904 shares of Series C preferred.

The warrants are exercisable at $2.983 per share and expire on November 22, 2016. The Company recorded a warrant liability based on the fair value of the

warrants at the issuance date. Using the Black-Scholes model at December 31, 2008 and 2009 and September 30, 2010, the fair value of these warrants was

$115, $400 and $514, respectively, based on the following assumptions:

December 31,
September 30,

20102008 2009

Risk free interest rate
1.6% 1.9% 0.6%

Expected volatility
55.1% 54.8% 52.7%

Expected life (in years)
5 3 3

Dividend yield
0.0% 0.0% 0.0%

The mark to market gain (loss) on these warrants was $(12) and $(285) for the years ended December 31, 2008 and 2009, respectively, and $282 and $114

for the nine months ended September 30, 2009 and 2010, respectively.

13. Stockholders’ Equity

Common Stock

A summary of the current rights and preferences of common stock are as follows:

Voting

Common stockholders are entitled to one vote per share of common stock held on all matters on which such common stockholder is entitled to vote.

Dividends

Common stockholders are eligible to receive dividends on common stock held when funds are available and as approved by the Board of Directors.

Liquidation Rights

In the event of liquidation, dissolution or winding up of the Company, a sale of all or substantially all of the Company’s assets, and certain mergers, common

stockholders are entitled to receive all assets of the Company available for distribution, subject to the preferential rights of any outstanding shares of

preferred stock.

14. Stock Options and Restricted Stock

The Board of Directors adopted the 2004 Stock Option Plan (Plan) and the Third Amended and Restated 2005 Equity Incentive Plan, which permits the

sale or award of restricted common stock or grant of incentive and nonqualified stock options for the purchase of common stock to employees, directors and

consultants up to a maximum of 2,180,000 shares under the Plan and up to 6,034,496 shares under the Third Amended and Restated 2005 Equity

Incentive Plan. At December 31, 2009 and September 30, 2010, 335,724 and 715,451 shares, respectively, were available under the 2005 Equity Incentive

Plan for future issuances of restricted common stock or grants of stock options.

Restricted Stock

The Company has issued shares of restricted common stock to employees, directors and consultants, which are subject to repurchase agreements and

generally either vest over a four-year period from date of grant or immediately at the time of the grant. If the holder ceases to have a business relationship

with the Company, the Company may repurchase any unvested shares of restricted common stock held by these individuals at their original purchase price,

ranging from $1.00 to $15.50 per share for the period ended September 30, 2010.



Restricted stock is subject to transfer restrictions and contains the same rights and privileges as unrestricted shares of common stock. Shares of restricted

stock are presented as outstanding as of the date of issuance. As of December 31, 2009 and September 30, 2010, there were 345 and no shares subject to

repurchase, respectively. The Company granted restricted stock shares to employees totaling 153,413 and 25,000 for the years ended December 31, 2008

and 2009 respectively, and 54,898 for the nine months ended September 30, 2010. Grants made during 2008, 2009 and 2010 all vested immediately as of

the date of the grant.

The following table summarizes the activity of restricted stock:

Number of

Shares

Weighted-

AverageGrant DateFair Value

Outstanding – December 31, 2006
498,639 $1.28

Issued
218,107 3.02

Repurchased
(50,000) 1.00

Outstanding – December 31, 2007
666,746 $1.87

Issued
153,413 13.54

Repurchased
(39,637) 2.59

Outstanding – December 31, 2008
780,522 4.13

Issued
25,000 7.50

Outstanding – December 31, 2009
805,522 4.42

Issued
54,898 11.29

Outstanding – September 30, 2010
860,420 $4.86

Vested restricted common stock – December 31, 2008
768,251 $4.13

Vested restricted common stock – December 31, 2009
805,177 $4.42

Vested restricted common stock – September 30, 2010
860,420 $4.86

Stock Options

Stock options generally have terms of ten years. Stock options granted under the stock plans will typically vest 25% after the first year of service and ratably

each month over the remaining 36-month period contingent upon employment with the Company on the date of vesting.

The Company utilizes the Black-Scholes model to determine the fair value of stock options. Management is required to make certain assumptions with

respect to selected model inputs, including anticipated changes in the underlying stock price (i.e., expected volatility) and option exercise activity (i.e.,

expected term). The Company bases its expected volatility on the historical volatility of comparable publicly traded companies for a period that is equal to

the expected term of the options. The expected term of options granted is derived using the “simplified” method as allowed under the provisions of the

Securities and Exchange Commission’s Staff Accounting Bulletin No. 107 and represents the period of time that options granted are expected to be

outstanding. The risk-free rate is based on the U.S. Treasury yield in effect at the time of the grant period for a period commensurate with the estimated

expected life.

The following table summarizes stock option activity:

Number of

Shares

Exercise Price

Per Share

Weighted-

AverageExercisePrice

Aggregate

IntrinsicValue

Outstanding—December 31, 2006
2,604,500 $1.00 - $1.40 $1.38

Issued
2,173,170 2.98 - 14.00 6.22

Exercised
(281,500) 1.00 - 2.98 1.80 $1,290

Forfeited
(250,000) 1.00 - 2.98 2.43

Outstanding—December 31, 2007
4,246,170 $1.00 - $14.00 $3.81

Issued
2,483,000 15.50 15.50

Exercised
(706,785) 1.00 - 5.00 1.27 $10,058

Forfeited
(487,117) 1.00 - 15.50 12.59

Outstanding—December 31, 2008
5,535,268 1.00 - 15.50 8.61

Issued
3,269,000 7.5 - 15.50 8.15

Exercised
(229,482) 1.00 - 5.00 2.31 $1,425

Cancelled
(2,044,000) 12.50 - 15.50 14.96

Forfeited
(826,210) 1.403 - 15.50 13.48

Outstanding—December 31, 2009
5,704,576 1.00 - 15.50 5.62

Issued
1,595,000 11.29 - 13.00 12.66



Exercised
(85,225) 1.00 - 7.50 3.36 $745

Forfeited
(352,125) 1.403 - 7.50 7.46

Outstanding—September 30, 2010
6,862,226 $1.00 - 15.50 $7.19

Vested stock options—December 31, 2008
2,393,460 $1.00 - 15.50 $3.55 $9,369

Vested stock options—December 31, 2009
2,064,444 $1.00 - 15.50 $3.48 $18,827

Vested stock options—September 30, 2010
3,197,305 $1.00 - 15.50 $4.39 $33,383

The fair value of vested shares was $3,467 and $2,689 at December 31, 2008 and 2009, respectively and $2,810 at September 30, 2010.

The weighted-average fair value of options granted during the years ended December 31, 2008 and 2009 was $6.54 and $4.21 per share, respectively, and

$6.41 at September 30, 2010 based on the Black-Scholes model. The following weighted-average assumptions were used for grants:

December 31, September 30,

2008 2009 2010

Risk-free interest rate
3.0% 2.5% 2.7%

Expected volatility
58.9% 57.4% 49.1%

Expected life (in years)
6 6 6

Dividend yield
0.0% 0.0% 0.0%

The following table summarizes information concerning outstanding and exercisable options as of December 31, 2009:

Options Outstanding Options Exercisable

Range of

Exercise

Prices
Number of Shares

Weighted Average

RemainingContractual Life(Years)

Weighted-

Average

Exercise Price

Number

of Shares

Weighted-

Average

Exercise Price

$ 1.00
617,039 4.26 $1.00 617,039 $1.00

$ 1.40
441,464 5.82 $1.40 435,909 $1.40

$ 2.98
258,740 6.70 $2.98 226,187 $2.98

$ 5.00
1,402,500 7.44 $5.00 871,006 $5.00

$ 7.50
2,904,833 8.87 $7.50 213,319 $7.50

$15.50
80,000 8.48 $15.50 30,000 $15.50

The weighted average remaining contractual term for options exercisable as of December 31, 2009 and September 30, 2010 was 6.3 and 6.2 years,

respectively.

The fair value of the common stock has been determined by the Board of Directors at each award grant date based on a variety of factors, including arm’s

length sales of the Company’s capital stock (including redeemable convertible preferred stock), valuations of comparable public companies, the Company’s

financial position and historical financial performance, the status of technological developments within the Company’s products, the composition and

ability of the technology and management team, an evaluation of and benchmark to the Company’s competition, the current climate in the marketplace, the

illiquid nature of the common stock, the effect of rights and preferences of preferred shareholders, and the prospects of a liquidity event, among others. In

addition, at least annually the Company obtains an independent third party valuation to assist in determining the current market value of the stock.

In 2009, the Company offered employees the ability to modify their stock options that were previously granted at an exercise price in excess of the valuation

that was obtained at December 31, 2008. In return for adjusting the fair market value of the options, the vesting on the awards would reset as of July 7,

2009. Employees would then vest in equal monthly installments over the next four years. 2,044,000 options relating to 49 employees were reset at July 7,

2009 with an exercise price of $7.50. In connection with this modification, the Company incurred additional noncash compensation expense of $2,565 for

the incremental value of the modified options. This expense will be recognized on a straight-line basis over the vesting period of the new grant.

During 2008, the Company accelerated options related to two terminated employees. Total options accelerated were 30,625 shares which resulted in

additional compensation of $300.

At December 31, 2009 and September 30, 2010, total unrecognized estimated compensation expense related to non-vested stock options granted prior to

that date was approximately $11,380 and $22,847, respectively. This expense will be recognized on a straight-line basis over the weighted average

remaining vesting period of 3.7 years as of December 31, 2009 and 3.8 years as of September 30, 2010.

15. Earnings per Share

The following table sets forth the computation of basic and diluted earnings per share of common stock for the three years ended December 31, 2007, 2008

and 2009 and the nine months ended September 30, 2009 and 2010:



Year Ended December 31,

Nine Months Ended

September 30,

2007 2008 2009 2009 2010

Basic Earnings per Share:

Net income
$(4,368) $5,101 $6,912 $10,439 $6,158

Redeemable preferred stock dividends
(2,085) (11,728) (11,728) (8,796) (8,796)

Amounts allocated to participating preferred stockholders
— — — (1,376) —

Net income available to common shareholders—basic
$(6,453) $(6,627) $(4,816) $267 $(2,638)

Weighted average common shares outstanding
3,860,114 4,831,777 5,223,187 5,193,555 6,164,171

Basic earnings per share
$(1.67) $(1.37) $(0.92) $0.05 $(0.43)

Diluted earnings per share:

Net income
$(4,368) $5,101 $6,912 $10,439 $6,158

Redeemable preferred stock dividends
(2,085) (11,728) (11,728) (8,796) (8,796)

Amounts allocated to participating preferred stockholders
$— $— $— $(1,376) $—

Net income available to common shareholders—diluted
$(6,453) $(6,627) $(4,816) $267 $(2,638)

Weighted average common shares outstanding
3,860,114 4,831,777 5,223,187 5,193,555 6,164,171

Diluted (loss) earnings per share
$(1.67) $(1.37) $(0.92) $0.05 $(0.43)

The weighted average effect of potentially dilutive securities that have been excluded from the calculation of diluted net loss per common share because the

effect is anti-dilutive is as follows:

Year Ended December 31,

Nine Months Ended

September 30,

2007 2008 2009 2009 2010

Options to purchase common stock and common stock subject to repurchase
4,246,170 5,535,268 5,696,346 5,541,600 6,862,226

Convertible preferred stock (as converted basis)
26,767,656 26,767,656 26,767,656 26,767,656 26,767,656

Convertible preferred stock warrants (as converted basis)
103,904 103,904 103,904 103,904 103,904

16. Fair Value Measurements

Generally accepted accounting principles set forth a three-tier fair value hierarchy, which prioritizes the inputs used in measuring fair value. The three tiers

are Level 1, defined as observable inputs such as quoted prices in active markets; Level 2, defined as inputs other than quoted prices in active markets that

are either directly or indirectly observable; and Level 3, defined as unobservable inputs in which little or no market data exists, therefore requiring an entity

to develop its own assumptions.

Our preferred stock warrants and common stock put options are measured at fair value on a recurring basis. The preferred stock warrants are valued using

the Black-Scholes model with the following assumptions: share price, exercise price, expected term, volatility, risk-free interest rate and dividend yield as

described in Note 12—Redeemable Convertible Preferred Stock.

Using the Black-Scholes model, the common stock put options are valued at $3,424 based on the following assumptions at September 30, 2010:

Risk free interest rate
0.2%

Expected volatility
37.7%

Expected life (in years)
1

Dividend yield
0.0%

Changes in valuation during the years ended December 31, 2008 and 2009 and the nine months ended September 30, 2010 were as follows:

Level 3

Stock PutOption

Level 3

WarrantInstruments

Balance, December 31, 2007
$— $748

Mark to market adjustment
— (336)

Balance, December 31, 2008
— 412

Mark to market adjustment
— 669

Balance, December 31, 2009
— 1,081

Fair value at issuance
4,208 —

Mark to market adjustment
(784) 82

Balance, September 30, 2010
$3,424 $1,163



17. Employee Benefit Plan

In June 2004, the Company established a defined contribution savings plan under Section 401(k) of the Internal Revenue Code. This plan covers

substantially all employees who meet minimum age and service requirements and allows participants to defer a portion of their annual compensation on a

pre-tax basis, subject to legal limitations. Company contributions to the plan may be made at the discretion of the Board of Directors. The Company has

made no contributions to the 401(k) plan to date.

18. Related Party Transactions

In March 2010, we sold Travelpost, a website that was acquired in 2007, to a corporation affiliated with certain members of our Board of Directors. In

return, we received 800,000 shares of common stock in the new company and $3,600 in cash. We recorded a gain on the sale of $465 which is included in

other income expense, net. In addition we entered into a commercial agreement pursuant to which we granted the new company a three-year license to

reproduce and publicly display hotel reviews and hotel related information in exchange for a monthly license fee of $50 for the term of the license.

In July 2008, the Company loaned two stockholders a combined $1,100 under secured promissory notes bearing interest at 3.2% in connection with

restricted stock grants of 150,000 shares of common stock. In 2009, one stockholder borrowed an additional $1,000 and the other borrowed an additional

$1,500 under new secured promissory notes bearing interest at a rate per annum of 2.06%. These agreements replaced the previous agreements. These

notes, including interest, were repaid in full in March 2010.

Schedule Ii—consolidated Valuation and Qualifying Accounts

(In thousands)

Balance

atBeginningof Period

Additions

ChargedtoExpense Deductions

Additions

AcquiredfromBusinessCombinations

Balance

at EndofPeriod

Allowance for doubtful accounts:

Year Ended December 31, 2007
$64 $122 $(113) $99 $172

Year Ended December 31, 2008
172 420 (171) — 421

Year Ended December 31, 2009
421 1,030 (485) — 966

Nine Months Ended September 30, 2010
$966 $568 $(172) $— $1,362

Allowance for deferred tax assets:

Year Ended December 31, 2007
$7,758 $58 $— $— $7,816

Year Ended December 31, 2008
7,816 — 1,677 — 6,139

Year Ended December 31, 2009
6,139 — 6,139 — —

Nine Months Ended September 30, 2010
$— $— $— $— $—

Part Ii

Information Not Required in Prospectus
Item 13. Other Expenses of Issuance and Distribution

The following table sets forth the fees and expenses, other than underwriting discounts and commissions, payable in connection with the registration of the

common stock hereunder. All amounts are estimates except the SEC registration fee, the FINRA filing fee and the listing fee.

Securities and Exchange Commission registration fee
$3,565

FINRA filing fee
$5,500

listing fee
*

Accounting fees and expenses
*

Legal fees and expenses
*

Transfer agent fees and expenses
*

Printing and engraving expenses
*

Miscellaneous expenses
*

Total expenses
$*

* To be provided by amendment.

Item 14. Indemnification of Directors and Officers



Section 102 of the Delaware General Corporation Law permits a corporation in its certificate of incorporation or an amendment to eliminate or limit the

personal liability of its directors or its stockholders for monetary damages for a breach of fiduciary duty as a director, except where the director breached his

or her duty of loyalty, failed to act in good faith, engaged in intentional misconduct or knowingly violated a law, authorized the payment of a dividend or

approved a stock repurchase in violation of law or obtained an improper personal benefit. Our amended and restated certificate of incorporation, that will

be in effect upon completion of this offering, provides that no director shall be personally liable to us or our stockholders for monetary damages for any

breach of fiduciary duty as a director, notwithstanding any provision of law imposing such liability, except to the extent that Delaware law prohibits the

elimination or limitation of liability of directors for breaches of fiduciary duty.

Section 145 of the Delaware General Corporation Law provides that a corporation has the power to indemnify a director, officer, employee or agent of the

corporation and certain other persons serving at the request of the corporation in related capacities against expenses (including attorneys’ fees), judgments,

fines and amounts paid in settlements actually and reasonably incurred by the person in connection with any threatened, pending or completed action, suit

or proceeding, whether civil, criminal, administrative or investigative, other than an action by or in the right of the corporation, to which he or she is a party

by reason of such position, if such person acted in good faith and in a manner he or she reasonably believed to be in or not opposed to the best interests of

the corporation and, with respect to any criminal action or proceeding, had no reasonable cause to believe his or her conduct was unlawful, except that, in

the case of actions brought by or in the right of the corporation, no indemnification shall be made with respect to any claim, issue or matter as to which such

person shall have been adjudged to be liable to the corporation unless and only to the extent that the Court of Chancery or other adjudicating court

determines that, despite the adjudication of liability but in view of all of the circumstances of the case, such person is fairly and reasonably entitled to

indemnify for such expenses which the Court of Chancery or such other court shall deem proper. Section 145(g) of the Delaware General Corporation Law

further authorizes a corporation to purchase and maintain insurance on behalf of any indemnified person against any liability asserted against and incurred

by such person in any indemnified capacity, or arising out of such person’s status as such, regardless of whether the corporation would otherwise have the

power to indemnify under Delaware law.

Our amended and restated certificate of incorporation that will be in effect upon completion of this offering will provide that we must indemnify our

directors and officers to the fullest extent authorized by Delaware law and may also pay expenses incurred in defending any such proceeding in advance of

its final disposition upon delivery of an undertaking, by or on behalf of an indemnified person, to repay all amounts so advanced if it should be determined

ultimately that such person is not entitled to be indemnified under this section or otherwise.

Our amended and restated by-laws that will be in effect upon completion of this offering will provide that it will indemnify each person who was or is a

party or threatened to be made a party to any threatened, pending or completed action, suit or proceeding whether civil, criminal, administrative or

investigative by reason of the fact that he or she is or was, or has agreed to become, its director or officer, or is or was serving, or has agreed to serve, at its

request as a director, officer, partner, employee or trustee of, or in a similar capacity with, another corporation, partnership, joint venture, trust or other

enterprise, an “indemnitee,” or by reason of any action alleged to have been taken or omitted in such capacity, against all expenses (including attorneys’ fees),

judgments, fines and amounts paid in settlement actually and reasonably incurred in connection with such action, suit or proceeding and any appeal

therefrom.

We expect our directors and executive officers to execute a new form of indemnification agreement prior to completion of this offering. In general, these

agreements provide that we will indemnify the director or executive officer to the fullest extent permitted by law for claims arising in his or her capacity as a

director or officer or in connection with his or her service at our request for another corporation or entity. We also maintain a general liability insurance

policy that covers certain liabilities of our directors and officers arising out of claims based on acts or omissions in their capacities as directors or officers.

The indemnification rights set forth above shall not be exclusive of any other right which an indemnified person may have or hereafter acquire under any

statute, provision of our amended and restated certificate of incorporation, our amended and restated by-laws, agreement, vote of stockholders or

disinterested directors or otherwise.

We expect to maintain standard policies of insurance that provide coverage (1) to our directors and officers against loss rising from claims made by reason of

breach of duty or other wrongful act and (2) to us with respect to indemnification payments that we may make to such directors and officers.

Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers or persons controlling the registrant pursuant

to the foregoing provisions, the registrant has been informed that in the opinion of the Securities and Exchange Commission such indemnification is against

public policy as expressed in the Act and is therefore unenforceable.

Item 15. Recent Sales of Unregistered Securities

Set forth below is information regarding shares of common stock and preferred stock issued and options and warrants granted by us within the past three

years that were not registered under the Securities Act. Also included is the consideration, if any, received by us for such securities and information relating

to the section of the Securities Act, or rule of the SEC, under which exemption from registration was claimed.

(a) Issuances of Capital Stock

(1) Common Stock

On November 2, 2007, we issued 800 restricted shares of our common stock, par value $0.001 per share, to an employee for services rendered to us, all of

which were fully vested on the date of issuance.

On January 31, 2008, we issued an aggregate of 3,413 restricted shares of our common stock, par value $0.001, to certain employees in lieu of a portion of

their 2007 cash bonus, all of which were fully vested on the date of issuance.

On June 26, 2008, we granted an aggregate of 150,000 shares of our common stock, par value $0.001, to our founders and executives as part of their

compensation at a price per share of $15.50.



On November 13, 2009, we issued 25,000 restricted shares of our common stock, par value $0.001 per share, to a consultant for services rendered to us, all

of which were fully vested on the date of issuance.

On February 11, 2010, we issued an aggregate of 54,986 restricted shares of our common stock, par value $0.001, to 27 of our employees in lieu of a portion

of their 2009 cash bonus all of which were fully vested on the date of issuance.

On May 6, 2010, in connection with the acquisition of swoodoo, we issued an aggregate of 825,000 shares of our common stock, par value $0.001, to the

former holders of the outstanding equity of swoodoo AG, and paid an additional €6,000,000 in cash.

On July 30, 2010, we issued to AOL Inc. 962,224 shares of our common stock, pursuant to the exercise of a warrant dated February 25, 2005 to purchase

common stock at an exercise price of $1.403 per share, for an aggregate purchase price of $1,350,000.27.

(2) Preferred Stock

On December 20, 2007, we sold an aggregate of 8,008,842 shares of our Series D convertible preferred stock, par value $0.001, to certain investors at a

price per share of $20.727 for an aggregate purchase price of $165,999,268.15.

On December 20, 2007, we issued a warrant to purchase 62,000 shares of our Series D convertible preferred stock, par value $0.001, to Gold Hill Venture

Lending 03, L.P. at an exercise price per share of $20.727. The warrant was fully vested upon issuance and expires on December 19, 2017.

(b) Stock Option Grants

During the three year period ended November 15, 2010, we have granted to employees, consultants and directors options to purchase 7,707,590 shares of

our common stock under our Third Amended and Restated 2005 Equity Incentive Plan. The exercise price per share ranged from $7.50 to $16.50. Options

to purchase shares of our common stock pursuant to our Third Amended and Restated 2005 Equity Incentive Plan generally vest either 25% on the first

anniversary of the vesting start date, with the remainder vesting in 36 equal monthly installments, or in 48 equal monthly installments.

During the three year period ended November 15, 2010, an aggregate of 1,059,875 shares of our common stock were issued upon exercise of outstanding

stock options, with exercise prices ranging from $1.00 to $7.50 per share; of that amount, 665,919 shares of our common stock were issued under our 2004

Equity Incentive Plan and 393,956 shares of our common stock were issued under our Third Amended and Restated 2005 Equity Incentive Plan.

No underwriters were involved in the foregoing issuances of securities. The offers, sales and issuances of the securities described above were deemed to be

exempt from registration under the Securities Act in reliance upon Rule 701 or Regulation S under the Securities Act or Section 4(2) of the Securities Act.

The offers, sales and issuances of the securities that were deemed to be exempt in reliance on Rule 701 were transactions under compensatory benefit plans

and contracts relating to compensation as provided under Rule 701. The transactions in the securities that were deemed to be exempt in reliance on

Regulation S were offers and sales that occurred outside the U.S. as provided under Regulation S. The offers, sales and issuances of the securities that were

deemed to be exempt in reliance upon Section 4(2) were each transactions not involving any public offering, and all recipients of these securities were

accredited investors within the meaning of Rule 501 of Regulation D of the Securities Act who were acquiring the applicable securities for investment and

not distribution and had represented that they could bear the risks of the investment. Each of the recipients of securities in these transactions had adequate

access, through employment, business or other relationships, to information about us.

Item 16. Exhibits and Financial Statement Schedules

(a) Exhibits

Exhibit Index

Exhibit

No. Description

1.1* Form of Underwriting Agreement.

3.1 Amended and Restated Certificate of Incorporation of the Company, as currently in effect.

3.2 Amendment to Amended and Restated Certificate of Incorporation of the Company, as currently in effect.

3.3 Second Amendment to Amended and Restated Certificate of Incorporation of the Company, as currently in effect.

3.4 Third Amendment to Amended and Restated Certificate of Incorporation of the Company, as currently in effect.

3.5 Fourth Amendment to Amended and Restated Certificate of Incorporation of the Company, as currently in effect.

3.6 Fifth Amendment to Amended and Restated Certificate of Incorporation of the Company, as currently in effect.

3.7* Form of Amended and Restated Certificate of Incorporation of the Company, to be in effect upon completion of the offering.

3.8 Amended and Restated By-Laws of the Company, as currently in effect.

3.9* Form of Amended and Restated By-Laws of the Company, to be in effect upon completion of the offering.

4.1* Form of Registrant’s Common Stock Certificate.

4.2

Fifth Amended and Restated Stock Restriction and Co-Sale Agreement, dated December 20, 2007, between the Company and the holders and investors

named therein.

4.3

Sixth Amended and Restated Investor Rights Agreement, dated March 22, 2010, between the Company and the certain investors and founders named

therein.

4.4

First Amendment to the Sixth Amended and Restated Investor Rights Agreement, dated October 1, 2010, between the Company and certain investors and

founders named therein.

4.5 Stockholders’ Agreement, dated May 6, 2010, between the Company and the holders and investors named therein.

5.1* Form of Opinion of Bingham McCutchen LLP.

10.1 2004 Stock Incentive Plan.

10.2

Third Amended and Restated 2005 Equity Incentive Plan, amended by First Amendment, dated January 31, 2008, Second Amendment, dated February 28,

2008, Third Amendment, dated August 27, 2008, Fourth Amendment, dated July 22, 2009, Fifth Amendment, dated December 9, 2009 and Sixth Amendment,

dated September 17, 2010.

10.3* Form of 2011 Equity Incentive Plan, to be in effect upon completion of the offering.



10.4^ Services Agreement, dated March 3, 2005, between the Company and ITA Software, Inc.

10.5^ Amendment to Services Agreement, dated July 18, 2007, between the Company and ITA Software, Inc.

10.6^ Letter Agreement, dated March 11, 2008, between the Company, SideStep, Inc. and ITA Software, Inc.

10.7^ Second Amendment to Services Agreement, dated January 1, 2009, between the Company and ITA Software, Inc.

Exhibit
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10.8 Lease Agreement, dated August 7, 2008 between the Company and Jefferson at Maritime, L.P.

10.9 Office Lease Agreement, dated September 26, 2008, between the Company and Normandy Concord Acquisition, LLC.

10.10* Amended and Restated Promotion Agreement, dated April 23, 2009, between the Company and Orbitz Worldwide, LLC.

10.11 Letter Agreement, dated November 24, 2009 by Jefferson at Maritime L.P. to the Company.

10.12 Office Lease, dated November 25, 2009, between the Company and SPF Mathilda, LLC.

10.13* Google Services Agreement between the Company and Google Inc.

10.14^ KAYAK Insertion Order: IO02703, dated December 16, 2009, between the Company and Expedia.

10.15^ KAYAK Insertion Order: IO03294, dated April 12, 2010, between the Company and Expedia.

10.16^ KAYAK Insertion Order: IO03886, dated August 31, 2010, between the Company and Expedia.

10.17^ KAYAK Insertion Order: IO03850, dated August 19, 2010, between the Company and Expedia UK.

10.18^ KAYAK Insertion Order: IO03927, dated September 16, 2010, between the Company and Expedia UK.

10.19^ KAYAK Insertion Order: IO03934, dated September 17, 2010, between the Company and Expedia UK.

10.20 Standard Terms and Conditions for Internet Advertising for Media Buys One Year or less v 2.0.

10.21 Form of Insertion Order under Standard Terms and Conditions for Internet Advertising for Media Buys One Year or less v 2.0.

10.22†* Executive Employment Agreement, dated March 2, 2004, between the Company and Daniel Stephen Hafner.

10.23†*

First Amendment to Executive Employment Agreement and Restricted Stock Agreement, dated March 1, 2007, between the Company and Daniel Stephen

Hafner.

10.24†* Second Amendment to Executive Employment Agreement, dated June 26, 2008 between the Company and Daniel Stephen Hafner.

10.25†* Executive Employment Agreement, dated March 2, 2004, between the Company and Paul M. English.

10.26†* First Amendment to Executive Employment Agreement and Restricted Stock Agreement, dated March 1, 2007, between the Company and Paul M. English.

10.27†* Second Amendment to Executive Employment Agreement, dated June 26, 2008, between the Company and Paul M. English.

10.28†* Offer Letter, dated October 22, 2007, from the Company to Karen Ruzic Klein.

10.29†* Offer Letter, dated April 9, 2009, from the Company to Robert M. Birge.

10.30†* Offer Letter, dated September 30, 2009, from the Company to Melissa H. Reiter.

10.31†* Stock Option Agreement, dated April 29, 2010, between the Company and Daniel Stephen Hafner.

10.32†* Stock Option Agreement, dated April 29, 2010, between the Company and Paul M. English.

10.33†* Stock Option Agreement, dated November 1, 2007, between the Company and Karen Ruzic Klein.

10.34†* Option Amendment Agreement, dated July 7, 2009, between the Company and Karen Ruzic Klein.

10.35†* Stock Option Agreement, dated October 1, 2010, between the Company and Karen Ruzic Klein.

10.36†* Stock Option Agreement, dated May 19, 2009, between the Company and Robert M. Birge.

10.37†* Stock Option Agreement, dated October 1, 2010, between the Company and Robert M. Birge.

10.38†* Stock Option Agreement, dated February 11, 2010, between the Company and Melissa H. Reiter.
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10.39†* Stock Option Agreement, dated October 1, 2010, between the Company and Melissa H. Reiter.

10.40†* Stock Option Agreement, dated June 1, 2007, between the Company and Terrell B. Jones.

10.41†* Stock Option Agreement, dated May 19, 2009, between the Company and Terrell B. Jones.

10.42†* Stock Option Agreement, dated March 1, 2004, between the Company and Terrell B. Jones.

10.43†* Stock Option Agreement, dated March 1, 2004, between the Company and Gregory E. Slyngstad.

10.44†* Stock Option Agreement, dated June 1, 2007, between the Company and Gregory E. Slyngstad.

10.45†* Stock Option Agreement, dated May 19, 2009, between the Company and Gregory E. Slyngstad.

10.46†* Restricted Stock Agreement, dated as of March 2, 2004, by and between the Company and Paul M. English.

10.47†* Restricted Stock Grant Agreement, dated as of March 15, 2007, between the Company and Paul M. English.

10.48†* Restricted Stock Grant Agreement, dated as of February 11, 2010, between the Company and Paul M. English.

10.49†* Restricted Stock Agreement, dated as of March 2, 2004, by and between the Company and Daniel Stephen Hafner.

10.50†* Restricted Stock Grant Agreement, dated as of March 15, 2007, between the Company and Daniel Stephen Hafner.

10.51†* Restricted Stock Grant Agreement, dated as of February 11, 2010, between the Company and Daniel Stephen Hafner.

10.52†* Restricted Stock Grant Agreement, dated as of February 11, 2010, between the Company and Karen Ruzic Klein.

10.53†* Restricted Stock Grant Agreement, dated as of February 11, 2010, between the Company and Robert M. Birge.

10.54†* Director Indemnification Agreement, dated April 15, 2008, between the Company and Terrell B. Jones.

10.55†* Director Indemnification Agreement, dated April 15, 2008, between the Company and Joel E. Cutler.

10.56†* Director Indemnification Agreement, dated April 15, 2008, between the Company and Michael Moritz.

10.57†* Director Indemnification Agreement, dated April 15, 2008, between the Company and Hendrik W. Nelis.

10.58†* Director Indemnification Agreement, dated April 15, 2008, between the Company and Gregory E. Slyngstad.

10.59†*

Form of Indemnification Agreement between the Company and certain of its directors and executive officers, to be in effect upon completion of

this offering.

10.60 Commencement Date Agreement, dated March 12, 2009, between the Company and Normandy Concord Acquisition, LLC.

14.1* Code of Business Conduct and Ethics.

21.1 List of Subsidiaries.

23.1* Form of Consent of Bingham McCutchen LLP (included in Exhibit 5.1).



23.2 Consent of PricewaterhouseCoopers LLP, independent registered public accounting firm.

24.1 Power of Attorney (included on signature page).

* To be filed by amendment.

† Indicates a management contract or compensatory plan or arrangement.

^

Portions of this exhibit have been omitted pursuant to a confidential treatment request. This information has been filed separately with the Securities

and Exchange Commission.

(b) Financial Statement Schedules

Refer to the financial statement schedule provided on page F-27 of the prospectus. All other schedules have been omitted because the information required

to be set forth therein is not applicable.

Item 17. Undertakings.

The undersigned Registrant hereby undertakes to provide to the underwriters at the closing specified in the underwriting agreement, certificates in such

denomination and registered in such names as required by the underwriter to permit prompt delivery to each purchaser.

Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors, officers and controlling persons of the

Registrant pursuant to the foregoing provisions, or otherwise, the Registrant has been advised that, in the opinion of the Securities and Exchange

Commission, such indemnification is against public policy as expressed in the Securities Act and is, therefore, unenforceable. In the event that a claim for

indemnification against such liabilities (other than the payment by the Registrant of expenses incurred or paid by a director, officer or controlling person of

the Registrant in the successful defense of any action, suit or proceeding) is asserted by such director, officer or controlling person in connection with the

securities being registered, the Registrant will, unless in the opinion of its counsel the matter has been settled by controlling precedent, submit to a court of

appropriate jurisdiction the question whether such indemnification by it is against public policy as expressed in the Securities Act and will be governed by

the final adjudication of such issue.

The undersigned Registrant hereby undertakes that:

(1) For purposes of determining any liability under the Securities Act, the information omitted from the form of prospectus filed as part of this registration

statement in reliance upon Rule 430A and contained in the form of prospectus filed by the registrant pursuant to Rule 424(b)(1) or (4) or 497(h) under the

Securities Act shall be deemed to be part of the registration statement as of the time it was declared effective.

(2) For purposes of determining any liability under the Securities Act, each post-effective amendment that contains a form of prospectus shall be deemed to

be a new registration statement relating to the securities offered therein, and the offering of such securities at that time shall be deemed to be the initial bona

fide offering thereof.

Signatures
Pursuant to the requirements of the Securities Act of 1933, the Registrant has duly caused this registration statement on Form S-1 to be signed on its behalf

by the undersigned, thereunto duly authorized, in the City of Norwalk, State of Connecticut on November 17, 2010.

Kayak Software Corporation

By: /s/ Daniel Stephen Hafner

Name:
Daniel Stephen Hafner

Title:
President, Chief Executive Officer and Director

Signatures and Power of Attorney
We, the undersigned officers and directors of Kayak Software Corporation, hereby severally constitute and appoint Daniel Stephen Hafner and Paul M.

English, and each of them singly (with full power to each of them to act alone), our true and lawful attorneys-in-fact and agents, with full power of

substitution and resubstitution in each of them for him and in his name, place and stead, and in any and all capacities, to sign any and all amendments

(including post-effective amendments) to this Registration Statement, and any other registration statement for the same offering pursuant to Rule 462(b)

under the Securities Act of 1933, as amended, and to file the same, with all exhibits thereto and other documents in connection therewith, with the

Securities and Exchange Commission, granting unto said attorneys-in-fact and agents, and each of them, full power and authority to do and perform each

and every act and thing requisite or necessary to be done in and about the premises, as full to all intents and purposes as he might or could do in person,

hereby ratifying and confirming all that said attorneys-in-fact and agents or any of them, or their or his substitute or substitutes, may lawfully do or cause to

be done by virtue hereof.

Pursuant to the requirements of the Securities Act of 1933, this registration statement has been signed by the following persons in the capacities held on the

dates indicated.



Signature Title Date

/s/ Daniel Stephen Hafner Daniel Stephen Hafner President and Chief Executive Officer and Director (Principal Executive Officer)
November 17, 2010

/s/ Melissa H. Reiter Melissa H. Reiter Vice President Finance (Principal Financial Officer and Accounting Officer)
November 17, 2010

/s/ Paul M. English Paul M. English
Chief Technology Officer and Director November 17, 2010

/s/ Joel E. Cutler Joel E. Cutler Director
November 17, 2010

/s/ Terrell B. Jones Terrell B. Jones Director
November 17, 2010

/s/ Michael Moritz Michael Moritz Director
November 17, 2010

/s/ Hendrik W. Nelis Hendrik W. Nelis Director
November 17, 2010

/s/ Gregory E. Slyngstad Gregory E. Slyngstad Director
November 17, 2010
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2008, Third Amendment, dated August 27, 2008, Fourth Amendment, dated July 22, 2009, Fifth Amendment, dated December 9, 2009 and Sixth Amendment,

dated September 17, 2010.
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