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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K
(Mark One)

x ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2013

OR

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from                      to                     

Commission file number 001-35215

HomeAway, Inc.
(Exact name of registrant as specified in its charter)

Delaware 20-0970381
(State or other jurisdiction of

incorporation or organization)

(I.R.S. Employer
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1011 W Fifth Street, Suite 300

Austin, Texas 78703
(Address of principal executive offices) (Zip code)

(512) 684-1100

Registrant�s telephone number, including area code

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Common Stock, $0.0001 par value per share The NASDAQ Select Market LLC

(Nasdaq Global Select Market)
Securities registered pursuant to Section 12(g) of the Act:

None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.    Yes  x    No  ¨

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.    Yes  ¨    No  x

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the Registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files).    Yes  x    No  ¨

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant�s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this
Form 10-K or any amendment to this Form 10-K.  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated filer x Accelerated filer ¨

Non-accelerated filer ¨ (Do not check if a smaller reporting company) Smaller reporting company ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes  ¨    No  x

Based on the closing price of the registrant�s common stock on the last business day of the registrant�s most recently completed second fiscal
quarter, which was June 30, 2013, the aggregate market value of its shares held by non-affiliates on that date was approximately $1,891,851,709.

On February 20, 2014, 92,409,446 shares of common stock were outstanding.
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DOCUMENTS INCORPORATED BY REFERENCE

The information required by Part III of this Annual Report on Form 10-K, to the extent not set forth herein, is incorporated herein by reference
from the registrant�s definitive proxy statement relating to the Annual Meeting of Shareholders to be held in 2014, which definitive proxy
statement shall be filed with the Securities and Exchange Commission within 120 days after the end of the fiscal year to which this Annual
Report on Form 10-K relates.
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PART I

FORWARD-LOOKING STATEMENTS

Discussions under the captions �Business,� �Risk Factors� and �Management�s Discussion and Analysis of Financial Condition and Results
of Operations� in this Annual Report on Form 10-K contain forward-looking statements within the meaning of Section 27A of the Securities Act
of 1933 and Section 21E of the Securities Exchange Act of 1934. These include statements that involve expectations, plans or intentions (such as
those relating to future business, future results of operations or financial condition, new or planned features or services, or management
strategies) based on our management�s current beliefs and assumptions. You can identify these forward-looking statements by words such as
�may,� �will,� �would,� �should,� �could,� �expect,� �anticipate,� �believe,� �estimate,� �intend,� �plan� and other similar expressions.
These forward-looking statements involve risks and uncertainties that could cause our actual results to differ materially from those expressed or
implied in our forward-looking statements. Such risks and uncertainties include, among others, those discussed under the caption �Risk
Factors� of this Annual Report on Form 10-K, as well as in our consolidated financial statements, related notes, and the other information
appearing elsewhere in this report and our other filings with the Securities and Exchange Commission, or the SEC. Given these risks and
uncertainties, you should not place undue reliance on these forward-looking statements. We do not intend, and, except as required by law, we
undertake no obligation, to update any of our forward-looking statements after the date of this report to reflect actual results or future events or
circumstances. Given these risks and uncertainties, readers are cautioned not to place undue reliance on such forward-looking statements.

Item 1. Business.

Overview

HomeAway, Inc. and its subsidiaries (�HomeAway,� the �Company,� �we,� �us� and �our�) operate the world�s largest online marketplace for the vacation
rental industry. Vacation rentals are fully furnished, privately owned residential properties, including homes, condominiums, villas and cabins,
that property owners and managers rent to the public on a nightly, weekly or monthly basis. Our marketplace brings together millions of
travelers seeking vacation rentals online with hundreds of thousands of property owners and managers of vacation rental properties located in
190 countries around the world. As of December 31, 2013, we operated our online marketplace through 50 websites in 21 languages. In 2013,
according to our internal metrics, our websites attracted approximately 750 million website visits. As of December 31, 2013, our global
marketplace included approximately 890,000 paid listings of vacation rentals.

Our portfolio includes the leading vacation rental websites HomeAway.com, VRBO.com and VacationRentals.com in the United States;
HomeAway.co.uk and OwnersDirect.co.uk in the United Kingdom; HomeAway.de in Germany; Abritel.fr and Homelidays.com in France;
HomeAway.es and Toprural.com in Spain; AlugueTemporada.com.br in Brazil; Stayz.com.au and HomeAway.com.au in Australia; and
Bookabach.co.nz in New Zealand. We also own the Asia Pacific short-term rental site, travelmob.com.

In addition, we operate BedandBreakfast.com, the most comprehensive global site for finding bed and breakfast properties, providing travelers
with another source for unique lodging alternatives to hotels, and HomeAway Software for Professionals at software.HomeAway.com, to offer
software solutions to property managers and innkeepers.

Our ambition is to make every vacation rental in the world available to every traveler in the world through our online marketplace. Our online
marketplace serves two major constituents: property owners and managers on one side and travelers on the other. Property owners and managers
pay listing fees to provide detailed listings of their properties on our websites and reach a broad audience of travelers seeking vacation rentals.
These listing fees have historically been in the form of a subscription that is generally for an annual period, however, we recently added a new
pay-per-booking commission based product in the U.S. whereby a property owner or manager can pay for a listing on a performance basis.
Travelers visit our marketplace at no charge and are able to
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search and compare our large and detailed inventory of paid listings to find vacation rentals meeting their requirements.

Historically, we have derived the majority of our revenue from the sale of paid subscription listings on our websites to property owners and
professional property managers. In the fourth quarter of 2013, we launched a performance-based pay-per-booking commission product in the
U.S. that allows owners and managers to list their property on our marketplace and pay a commission per booking in lieu of a pre-paid
subscription fee. At the end of 2013, this pay-per-booking product was available on HomeAway.com in the U.S. and to large property managers
on select HomeAway websites in Europe. We also continue to offer pay-per-lead listings which allow property managers to pay a fee from email
and telephone inquiries from travelers. We consider both pay-per-booking and pay-per-lead to be performance-based listings. In addition to the
various products that comprise our listing revenues, we also generate revenue from the sales of services provided to travelers, Internet
display-based advertising on our websites, property management software licenses and related maintenance and BedandBreakfast.com gift cards.
In addition, we generate revenue from commissions earned through transactions with partners who provide products and services such as
advertising the properties of our property owners and managers on their websites, insurance products and payment processing services.

The global vacation rental industry is large and growing, but also fragmented and inefficient. As we have grown, we have benefited by the
network effect of having both a broad selection of vacation rental listings and a large audience of travelers. The broad selection of vacation
rental listings attracts more travelers and the large audience of travelers in turn attracts more vacation rental listings from property owners and
managers. The broad selection of listings helps travelers find the right vacation rental property and the large audience of travelers helps property
owners and managers ensure their properties are booked.

HomeAway, Inc. was incorporated in 2004 as CEH Holdings, Inc. in the State of Delaware. In 2006, we changed our name to HomeAway, Inc.
Our principal executive offices are located at 1011 W. Fifth Street, Suite 300, Austin, Texas 78703 and our telephone number is (512) 684-1100.
Our corporate website address is www.HomeAway.com. We do not incorporate the information contained on, or accessible through, our
websites into this Annual Report on Form 10-K. We completed our initial public offering in July 2011, and our common stock is listed on The
NASDAQ Global Select Market, or NASDAQ, under the symbol �AWAY.�

Acquisitions

Since our inception, we have acquired 21 businesses as part of our growth strategy. Each of these acquisitions has been accounted for using the
acquisition method of accounting. Accordingly, the financial statements for these businesses have been included in our consolidated financial
results since the applicable acquisition dates. The most recent acquisitions were travelmob Pte. Ltd. in Singapore, Bookabach Limited in New
Zealand and Stayz Pty Limited in Australia during August 2013, November 2013 and December 2013, respectively. These acquisitions further
provide the Company the opportunity to address the growing market needs in the Asia Pacific region for the short-term vacation rental industry.

Our acquisitions have presented, and certain of them continue to present, significant integration challenges. They have required us to integrate
new operations, offices and employees and to formulate and execute on marketing, product and technology strategies associated with the
acquired businesses. In some cases, we continue to manage multiple brands and technology platforms of the acquired businesses, which has
increased our cost of operations. Challenges of this nature are likely to arise if we acquire businesses in the future.

Products and Services

Products and Services for Property Owners and Managers

Paid Listings. Paid listings accounted for 85.0%, 85.0% and 86.6% of our revenue in 2013, 2012 and 2011, respectively. We define a paid listing
as an advertisement for a property paid via subscription or on a
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performance basis and displayed on one or more websites in our marketplace. Although listings may be displayed on multiple sites, a paid listing
is counted only one time on its native HomeAway brand, or HomeAway website from which the listing originated.

Subscription-based paid listings are purchased in advance by property owners or managers as a form of advertising to promote their vacation
rentals to prospective travelers on one or more of our websites, typically for one year. On our websites that offer tiered pricing to our property
owners and managers, we generally offer five pricing levels � classic, bronze, silver, gold or platinum. Property owners and managers can pay for
higher search results placement for their paid subscription by purchasing a higher subscription level or tier; however, the results may also be
sorted by the traveler based on location, type of property, size or other criteria.

Performance-based paid listings allow property owners and managers to list a property with no initial upfront fees and, instead, pay us
commissions on traveler bookings or fees on traveler inquiries.

A paid listing includes a set of tools for the property owner or manager which enables them to manage an availability calendar, reservations,
inquiries and the content of the listing. These tools allow the property owner or manager to create the listing by uploading photographs, text
descriptions or lists of amenities, a map showing the location of the property, and property availability, all of which can be updated throughout
the term of the listing. Each listing provides travelers the ability to use email or other methods to contact property owners and managers.

ReservationManager� . ReservationManager is our online payments platform and includes tools and services to help property owners and
managers run their vacation rental businesses more efficiently. ReservationManager enables property owners and managers to respond to and
manage inquiries, prepare and send rental quotes and payment invoices, allow travelers to book online, including being able to enter into rental
agreements with travelers online, and process online payments via credit card or eCheck. Additionally in some countries, through
ReservationManager, property owners and managers can make value-added products such as property damage protection available to travelers
for purchase. ReservationManager is provided at no additional charge to property owners and managers with paid listings on HomeAway.com,
VRBO.com, HomeAway.co.uk, HomeAway.de and Abritel.fr, and we expect to offer this product on other websites in the coming years.
Property owners and managers that elect to process online payments using ReservationManager are subject to a transaction fee.

Enhanced Listing Features. Property owners and managers may purchase additional enhancements to their listings to increase the marketing
exposure of their properties on certain of our websites, such as:

� Cross-Sell Listings or Bundles: For an additional fee, property owners and managers can provide their full listings on more than one
of our websites, including websites in other geographies.

� Featured Listings, Special Offers and Deals: Property owners and managers may purchase additional enhancements to their listings
to increase the marketing exposure of their vacation rentals on one or more of the websites comprising our online marketplace. These
optional enhancements may include featuring a given vacation rental in the search result pages on our websites, enhancing the
presentation of their listing in search results on our websites or promoting special price offers.

� Luxury Listings: Qualified vacation rental properties with a paid listing on HomeAway.com are displayed on the HomeAway Luxury
website, in addition to the website from which the listing originated. For property owners and managers with exceptional vacation
rental properties and services, as determined by a third party, we believe Luxury Rentals from HomeAway provides an additional
marketing channel to access our audience of highly targeted, experience-focused travelers.

Property Management Software. Property managers can use our enterprise and web-based software solutions to manage their businesses,
customers and properties. We provide software solutions to property managers under the brand names HomeAway Software for Professionals,
Escapia, PropertyPlus, V12, Entech
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and First Resort and offer software tailored to professional bed and breakfast innkeepers under the brand names Webervations and Rezovations.
Our software solutions enable professional property managers and innkeepers to manage inventory, reservations, and the check-in and check-out
process, as well as schedule maid service and maintenance. In addition, our software produces escrow statements required by owners of their
property managers. We provide applications both on a software-as-a-service basis and under perpetual software licenses. We receive licensing,
maintenance and subscription fees directly from our property manager customers.

Third-Party Services. Through third parties, we offer property owners and managers several ancillary products and services on selected
websites. These products and services include credit card merchant accounts, trip insurance and property damage protection, and tax return
services. These services are sometimes integrated into ReservationManager and our other property owner and manager tools. We generally
receive a percentage of the revenue generated from the sale of these third-party products and services through our websites.

Redistribution of Listings. Through our professional software for bed and breakfasts and professional property managers, we make selected,
online bookable properties available to online travel agencies, including Expedia, Travelocity and Priceline, as well as channel partners such as
FlipKey.com and PackLate.com. We receive a percentage of the transaction value or a fee from the property manager for making this inventory
available to these channel partners.

Property Owner and Manager Community. We provide resources for property owners and managers to seek advice and obtain answers to
optimize their business. These resources include a community site, email newsletters, online forums and online seminars. Through these
resources, we provide helpful information to property owners and managers on topics such as building a better listing, methods for increasing
bookings, tips on managing the vacation rental process, safeguards against fraud, vacation rental regulations and other relevant industry news.
We also provide sample contracts, forms and checklists without charge for use by property owners and managers.

Products and Services for Travelers

The following products and services are offered to travelers at no cost.

Search and Compare. Our online marketplace provides travelers with tools to search for vacation rentals based on various criteria, such as
location, type of property, number of bedrooms, amenities, availability or keywords. Our comparison function then allows travelers to filter
queries by desired property criteria and sort search results by criteria, such as price and number of bedrooms.

Traveler Login. Travelers are able to create accounts that enable them to log in to certain of our websites. Travelers can then send inquiries to
property owners and managers without having to fill in their information for each inquiry. They can also benefit from other features such as the
ability to save lists of favorite properties and send them to family and friends.

Trust and Security. We review new listings selectively for content, appropriateness, and quality of description. Using a combination of
technology and human review, listings are screened for indications of illegitimacy or fraud with the goal of providing only accurate and
trustworthy information to travelers. Travelers who find and book a property listed on our websites may register their trips to qualify for fraud
protection under our �Basic Rental Guarantee,� which provides them with financial protection up to certain established limits if the property found
on our website is illegitimate, not as advertised, or not available to the traveler upon check-in, and, as a result, the traveler incurs a financial loss.
Additionally, we provide a secure method of communication under our recently launched �HomeAway Secure Communications� system whereby
communication between owners or property managers and the travelers who want to inquire about or book their properties occurs in a secure,
authenticated environment on the HomeAway system rather than a third party email platform. This system is currently available in the U.S., and
we expect to release this feature to other global websites in 2014.
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Listing Reviews and Ratings. Travelers are invited to submit online reviews of the vacation rentals they have rented through our websites. These
reviews are intended to convey the accuracy of the listing information found on our websites.

Traveler Community. Travelers who have made at least one inquiry on one of our websites are maintained in a database and receive regular
communications, including notices about places of interest, special offers, new listings, and an email newsletter. The newsletter is available to
any traveler who agrees to receive it and offers introductions to new destinations and vacation rentals, as well as tips and useful information
when staying in vacation rentals.

Mobile Websites and Applications. We provide versions of our websites formatted for web browsers on smartphones and tablets so that travelers
can access our websites and find and inquire about vacation rentals when they are away from a computer. We also provide applications for
travelers to find and inquire about vacation rentals using their smartphones and tablets.

Value-Added Services

We offer the following value-added services to property owners and managers as well as to travelers.

Carefree Rental Guarantee. In addition to the �Basic Rental Guarantee� described above, which is offered at no cost to travelers, we offer a
Carefree Rental Guarantee in the United States for a fee, which provides additional financial protection against fraud if the property found on
our website is illegitimate, not as advertised, or not available to the traveler upon check-in, and, as a result, the traveler incurs a financial loss.

Insurance Products. We have contracted with third party insurance providers to offer travelers insurance products for purchase to protect against
unexpected events relating to their trips, such as property damage protection, trip cancellation protection, personal liability, medical fees and
legal expenses.

Tax Filing Services. To assist our property owners and managers in complying with applicable tax regulations, we contract with a third party in
the United States to offer tax preparation and filing services for our property owners and managers.

Advertising

Display Advertising. We sell Internet display advertising on the majority of our websites. Advertisers, including those offering complementary
products of interest to the visitors to our websites, are able to purchase advertising positions for a fee based upon the number of impressions and
the placement of the advertisement on the page. Advertising impressions are currently available on the majority of highly trafficked pages on our
online marketplace.

Sponsorships and Site Integrations. We sell sponsorships and site integrations to selected advertisers on our online marketplace. Sponsors
purchase a certain number of impressions for a fee, or in the case of site integrations, pay us on a cost-per-action basis.

Competition

The market to provide listing, searching and marketing services for the vacation rental industry is highly competitive and fragmented with
limited barriers to entry. Each of the services that we provide to property owners, managers and travelers is currently provided to property
owners, managers and travelers by other companies that compete with us. Furthermore, vacation rentals are not typically marketed exclusively
through any single channel and our listing agreements are not exclusive. Accordingly, our competitors could aggregate a set of listings similar to
ours. We believe that we compete primarily on the basis of the quantity of our listings,
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the quality of the direct relationships we have with property owners and managers, the volume of travelers who visit our websites, the business
we provide to our property owners and managers, the global diversity of the vacation rentals available on our websites, the quality of our
websites, tools provided to our property owners and managers to assist them with their businesses, customer service, brand identity, the success
of our marketing programs and price.

Our principal competitors include:

� other vacation and short-term rental listing websites, such as TripAdvisor.com and Airbnb.com;

� websites that list both rooms to rent as well as vacation rentals, such as Airbnb.com, Wimdu.com and HouseTrip.com;

� professional property managers who charge a percentage of booking revenue for their services, such as Wyndam Worldwide Corp.
and InterHome, AG;

� hotels that offer larger rooms and amenities common in vacation rentals, such as Hyatt Vacation Clubs and Four Seasons Resorts;

� websites that aggregate listings from property managers who advertise and take bookings on the behalf of property managers, such as
VacationRoost and Perfect Places, Inc. in the U.S. and Atraveo and eDomizil in Europe;

� online travel websites, such as those operated by Expedia.com, Hotels.com, Kayak.com, Booking.com, Orbitz.com, priceline.com
and Travelocity.com, which have traditionally provided comprehensive travel services and may expand or are now expanding into
the vacation rental category;

� timeshare exchange companies, such as Interval International, Inc. and RCI, LLC;

� large Internet companies, such as craigslist, Inc., eBay Inc., Google Inc., MSN.com and Yahoo!, which provide vacation rental
listing or search services in addition to a wide variety of other products or services; and

� offline publishers of classified vacation rental listings, including regional newspapers and travel-related magazines.
For a discussion of the risks attendant to the highly competitive nature of our market, see the information under the heading �Risk Factors� under
the caption �The market in which we participate is highly competitive, and we may not be able to compete successfully with our current or future
competitors.

Seasonality

Property owners and managers tend to buy subscription listings at times when travelers are most likely to make vacation plans. The timing
depends on whether travelers are taking a winter or summer vacation and tends to vary by country. Historically, we have experienced the highest
level of new and renewed subscription listings in the first quarter of the year, which is typically when travelers are making plans for summer
vacations in the United States and Europe. The lowest level of new subscription listings and renewals has occurred in the third quarter. By the
fourth quarter, we typically see property owners and managers of winter vacation destinations list and renew subscriptions in time to meet the
needs of travelers planning those trips. Other vacation areas outside of the United States and Europe, such as Brazil and Australia, also have
seasonality, but the seasonality may not be reflected in the same quarters. This seasonality may not be readily apparent in our revenue due to the
ratable recognition of subscription listing revenue. However, the seasonality results in higher cash flows during the first quarter as most listings
are annual and fully paid subscription listings at the time the listing is purchased.
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As we grow our performance-based listings, we will recognize commission revenue when the vacation stay occurs. This may introduce
additional seasonality based on the normal vacation months. We also experience seasonality in the number of visitors to our websites, with the
first quarter similarly having the highest number of
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visitors. This is reflected in our quarterly financial results when we add customer service staff and hosting capabilities to support the increase.

Technology and Infrastructure

We have developed proprietary systems architecture to create, maintain and operate our websites. This technology consists of internal
development by our staff of designers, developers and engineers and software acquired or licensed from outside developers and companies. Our
systems are designed to serve property owners, managers and travelers in an automated and scalable fashion. While we use a variety of
technologies, the majority of our software systems are written in Java and .Net. Our product development expenses were $58.2 million,
$43.2 million and $32.7 million in 2013, 2012 and 2011, respectively.

Our websites are hosted using a combination of third-party data centers distributed globally across multiple regions. Our systems architecture
has been designed to manage increases in traffic on our websites through the addition of server and network hardware without making software
changes. Our third-party data centers provide our online marketplace with scalable and redundant Internet connectivity and redundant power and
cooling to our hosting environments. All of our third-party data centers provide synchronized copies of their databases on a daily basis to our
offsite backup location in the United States. We use security methods to ensure the integrity of our networks and protection of confidential data
collected and stored on our servers, and we have developed and use internal policies and procedures to protect the personal information of our
property owners, managers and travelers using our websites that we collect and use as part of our normal operations. Access to our networks,
and the servers and databases on which confidential data is stored, is protected by industry standard firewall technology. We test for
unauthorized external access to the network daily using automated services and conduct periodic audits performed by outsourced security
consultants. Physical access to our servers and related equipment is secured by limiting access to the data center to operations personnel only.

Intellectual Property

Our intellectual property includes the content of our websites, our registered domain names, our registered and unregistered trademarks and our
patent applications. We believe that our intellectual property is an essential asset of our business and that our registered domain names and our
technology infrastructure currently give us a competitive advantage in the online market for vacation rental listings. We rely on a combination of
trademark, copyright and trade secret laws in the United States, Australia, Brazil, Canada, Europe, Latin America, New Zealand and Singapore,
as well as contractual provisions, to protect our proprietary technology and our brands. We currently have trademarks registered or pending in
the United States, Europe and Canada for our name and certain words and phrases that we use in our business. We also rely on copyright laws to
protect software relating to our websites and our proprietary technologies, although to date we have not registered for copyright protection. We
have registered numerous Internet domain names related to our business in order to protect our proprietary interests. As of December 31, 2013
we had six patent applications and no issued patents. We also enter into confidentiality and invention assignment agreements with our
employees and consultants and seek to control access to and distribution of our proprietary information in a commercially prudent manner. The
efforts we have taken to protect our intellectual property may not be sufficient or effective, and, despite these precautions, it may be possible for
other parties to copy or otherwise obtain and use the content of our websites without authorization. Please see the information under the heading
�Risk Factors� under the caption �If we do not adequately protect our intellectual property, our ability to compete could be impaired.�

Employees

We employed 1,542 full-time and part-time employees at December 31, 2013. Additionally, we use independent contractors and temporary
personnel to supplement our workforce, particularly on a seasonal basis. Although we have works councils and statutory employee
representation obligations in certain countries, our employees are not represented by a labor union and we consider our employee relations to be
good. Competition

7

Edgar Filing: HOMEAWAY INC - Form 10-K

Table of Contents 12



Table of Contents

for qualified personnel in our industry has historically been intense, particularly for software engineers and developers and other technical staff.

Segments

We operate as one operating segment consisting of products and services related to our online marketplace of rental listing websites. For a
discussion of revenue, net income and total assets, see Part II, Item 8 of this Annual Report on Form 10-K.

Geographic Information

Financial information about geographic areas is set forth in Note 14 of the Notes to Consolidated Financial Statements included in Part II, Item 8
of this Annual Report on Form 10-K. For a discussion of the risks attendant to foreign operations, see the information under the heading �Risk
Factors� under the caption �Our long-term success depends, in part, on our ability to expand our property owner, manager and traveler bases
outside of the United States and, as a result, our business is susceptible to risks associated with international operations.�

Available Information

Our Internet address is www.HomeAway.com. Our investor relations website is located at http://investors.HomeAway.com. We make available
free of charge on our investor relations website under the headings �Financial Information� and �SEC Filings� our Annual Reports on Form 10-K,
Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and amendments to those reports as soon as reasonably practicable after such
materials are electronically filed with (or furnished to) the SEC. Information contained on our websites is not incorporated by reference into this
Annual Report on Form 10-K. In addition, the public may read and copy materials we file with the SEC at the SEC�s Public Reference Room at
100 F Street, NE, Washington, DC 20549. The public may obtain information on the operation of the Public Reference Room by calling the SEC
at 1-800-SEC-0330. In addition, the SEC maintains an Internet site, www.sec.gov, that includes filings of and information about issuers that file
electronically with the SEC.
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Item 1A. Risk Factors.

Risks Related to Our Business

If we are unable to attract and maintain a critical mass of vacation rental listings and travelers, whether due to competition or other factors,
our marketplace will become less valuable to property owners and managers and to travelers, and our revenue and net income could
decrease materially.

Most of our revenue is generated when owners or managers of vacation rentals pay us listing fees, by subscription or a booking commission, to
list and market vacation rentals to travelers who visit the websites comprising our marketplace. While we generate revenue from other products
and services on our websites targeted at property owners, managers and travelers, our success primarily depends on our ability to attract owners,
managers, travelers and advertisers who want to reach them to our marketplace. If property owners and managers choose not to market their
vacation rentals through our websites, or elect to list them with a competitor instead of listing with us, we may be unable to offer a sufficient
supply and variety of vacation properties to attract travelers to our websites. If we are unable to attract travelers to our websites, advertisers may
not purchase display advertising on our websites. Similarly, our volume of new listings and listing renewals may suffer if we are unable to
attract travelers to our websites. The perceived usefulness of our online marketplace is likely to decline, and our revenue and net income could
decrease materially as a result of any of these events.

Our business depends substantially on property owners and managers renewing their subscription listings. Because we recognize revenue
over the term of the applicable agreement, the lack of subscription-based listing renewals may not immediately be reflected in our operating
results.

Our business depends substantially on property owners and managers renewing their subscription listings. Any decline in our subscription listing
renewals would harm our future operating results. Property owners and managers generally market their vacation rentals on our websites
pursuant to annual listings paid in advance with no obligation to renew them. We may be unable to predict future listing renewal rates
accurately, and our renewal rates may decline materially or fluctuate as a result of a number of factors, including property owners� decisions to
sell or cease renting their properties or to utilize the services of our competitors, or dissatisfaction with our pricing, products, services or
websites. Property owners and managers may not establish or renew listings if we cannot generate visits from large numbers of travelers
seeking, inquiring about or booking vacation rentals.

In addition, from time to time we make changes that impact our customers, including changes to the features of listings available for purchase,
the operation of website tools used by property owners and managers in the operation of their rental property and the pricing for the listings and
features of our listings. While such changes may be intended to result in customer satisfaction, there can be no guarantee that the changes will
perform as expected or that property owners and managers will react positively to the changes and they may choose not to renew their listings.
For example, we offer different subscription levels on many of our websites and property owners and managers may not be satisfied with the
subscription level they purchase. In 2013, we also introduced the ability for property owners and managers to list on a commission basis without
paying a subscription fee. Subscription-based customers may choose not to renew their subscriptions and list on a commission basis, which
could result in decreased revenue. If property owners and managers do not renew their subscription listings at all or at the same level or if we are
forced to accept renewals on less favorable terms, our revenue may decline and our business will suffer. Moreover, some of our property owners
and managers may live in states or countries that give subscribers the right to cancel their subscription agreements prior to the expiration of the
terms of their agreements and receive refunds for the unused portions of their subscriptions, which can adversely affect our cash flows.

We recognize subscription listing revenue ratably over the term of the applicable listing agreement, and the majority of our quarterly revenue
represents revenue attributable to listings entered into during previous quarters. As a result, the effect of significant downturns in new listings or
renewals of listings in a particular quarter will not be fully reflected in our results of operations until future periods. Our business model also
makes it difficult
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for any rapid increase in new or renewed listings to increase our revenue in any one period because revenue from new and renewed subscription
listings must be recognized over the applicable listing term.

Our quarterly financial results are subject to fluctuations. As a result, we could fail to meet or exceed our projections or the expectations of
analysts or investors, which could cause our stock price to decline.

Our revenue, expenses, operating results and cash flows have fluctuated from quarter to quarter in the past and are likely to continue to do so in
the future. These fluctuations are due to, or may result from, many factors, some of which are outside of our control and many of which are
difficult to predict, including:

� the quantity of vacation rental listings on our websites;

� changes in cash flow due to the seasonal nature of our listing renewals and new listing acquisition;

� changes in cash flow due to customers purchasing commission-based listings, which generate a commission due to us from bookings,
the timing and quantity of which are difficult to predict;

� changes by major online search engine companies in their search algorithms, our ability to adapt to these changes and the increased
costs of adapting to these changes, which could cause us to spend more on marketing or cause our websites to cease appearing in
natural search results completely;

� advertising costs for paid search keywords that we deem relevant to our business and the success and costs of our broad reach and
online advertising and marketing initiatives;

� costs related to acquisitions or licensing of, or investments in, products, services, technologies or other businesses and our ability to
successfully integrate and manage these acquisitions;

� the amount and timing of operating expenses and capital expenditures related to the expansion of our operations and infrastructure;

� the timing of revenue and expenses related to the development or acquisition and integration of technologies, products or businesses;

� the timing and success of changes in our pricing or services;

� the introduction and performance of new products or services;

� the introduction of new products or services by our competitors;

� our ability to keep our websites operating without technical difficulties or service interruptions;
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� development of or increases in fraud impacting our property owners and managers and travelers attempting to rent from them,
including theft of our property owners� or managers� online identities through phishing or other security breaches of the email or other
systems of ours or our customers;

� declines or disruptions in the travel industry, particularly in regions where we generate substantial revenue;

� economic instability abroad and fluctuations in exchange rates;

� changes in the timing of holidays or other vacation events;

� litigation and settlement costs, including unforeseen attorneys� fees and costs;

� costs relating to potential strategic transactions, which may or may not actually close;

� new accounting pronouncements and changes in accounting standards or practices, particularly any affecting the recognition of
listing revenue or accounting for mergers and acquisitions; and

� new laws or regulations, or interpretations of existing laws or regulations, that harm our business models or restrict the Internet,
e-commerce, online payments, or online communications.
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Fluctuations in our quarterly operating results may, particularly if unforeseen, cause us to miss any projections we may have provided or may
lead analysts or investors to change their long-term models for valuing our common stock. In addition, such fluctuations may cause us to face
short-term liquidity issues, impact our ability to retain or attract key personnel or cause other unanticipated issues. Any of these effects could
cause our stock price to decline. As a result of the potential variations in our quarterly revenue and operating results, we believe that
quarter-to-quarter comparisons of our revenue and operating results may not be meaningful and the results of any one quarter should not be
relied upon as an indication of future performance.

If the businesses we have acquired or invested in do not perform as expected or we are unable to effectively integrate acquired businesses,
our operating results and prospects could be harmed.

We have acquired 21 businesses and made an equity investment in one company since our inception. The businesses we have acquired or
invested in may not perform as well as we expect. Failure to manage and successfully integrate recently acquired businesses and technologies
could harm our operating results and our prospects. If the company we invested in does not perform well, our investment could become impaired
and our financial results could be negatively impacted.

Our mergers and acquisitions involve numerous risks, including the following:

� difficulties in integrating and managing the combined operations, technologies, technology platforms and products of the acquired
companies and realizing the anticipated economic, operational and other benefits in a timely manner, which could result in
substantial costs and delays or other operational, technical or financial problems;

� legal or regulatory challenges or litigation post-acquisition, which could result in significant costs or require changes to the
businesses or unwinding of the transaction;

� failure of the acquired company to achieve anticipated revenue, earnings or cash flow;

� diversion of management�s attention or other resources from our existing business;

� our inability to maintain the key customers and business relationships and the reputations of acquired businesses;

� uncertainty of entry into markets in which we have limited or no prior experience or in which competitors have stronger market
positions;

� our dependence on unfamiliar affiliates and partners of acquired businesses;

� unanticipated costs associated with pursuing acquisitions;

� responsibility for the liabilities of acquired businesses, including those that were not disclosed to us or exceed our estimates, as well
as, without limitation, liabilities arising out of their failure to maintain effective data protection and privacy controls and comply with
applicable regulations;

�
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difficulties in assigning or transferring intellectual property licensed by acquired companies from third parties to us or our
subsidiaries;

� inability to maintain our internal standards, controls, procedures and policies;

� potential loss of key employees of the acquired companies;

� difficulties in complying with antitrust and other government regulations;

� challenges in integrating and auditing the financial statements of acquired companies that have not historically prepared financial
statements in accordance with U.S. generally accepted accounting principles;

� difficulties in integrating acquired companies� systems controls, policies and procedures to comply with the internal control over
financial reporting requirements of the Sarbanes-Oxley Act of 2002; and
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� potential accounting charges to the extent intangibles recorded in connection with an acquisition, such as goodwill, trademarks,
customer relationships or intellectual property, are later determined to be impaired and written down in value.

Moreover, we rely heavily on the representations and warranties provided to us by the sellers of acquired companies, including as they relate to
creation, ownership and rights in intellectual property, existence of open source and compliance with laws and contractual requirements. If any
of these representations and warranties are inaccurate or breached, such inaccuracy or breach could result in costly litigation and assessment of
liability for which there may not be adequate recourse against such sellers, in part due to contractual time limitations and limitations of liability.

If we are unable to continue to drive visitors to our websites from search engines, then traffic to our websites could decrease, which could
negatively impact transactions on our websites and therefore cause our revenue to decrease.

Many visitors find our websites by searching for vacation rental information through Internet search engines. A critical factor in attracting
visitors to our websites is how prominently we are displayed in response to search queries. Accordingly, we utilize search engine marketing as a
means to provide a significant portion of our visitor acquisition. Search engine marketing, or SEM, includes both paid visitor acquisition on a
cost-per-click basis and visitor acquisition on an unpaid basis, often referred to as organic search.

One method we employ to acquire visitors via organic search is commonly known as search engine optimization, or SEO. SEO involves
developing our websites in a way that enables the websites to rank highly for search queries for which our websites� content may be relevant. In
addition to SEM and SEO, we may utilize other forms of marketing, such as display advertising and email marketing, to drive visitors to our
websites.

The various search engine providers, such as Google and Bing, employ proprietary algorithms and other methods for determining which
websites are displayed for a given search query and how highly websites rank. Search engine providers may also launch new features to enhance
search results, which may negatively affect the number of visitors to our websites. Search engine algorithms and other methods that determine
the display and ranking of results may change from time to time, generally without public announcement or detailed explanation. Therefore, the
success of our SEO strategy depends, in part, on our ability to anticipate and respond to such changes in a timely and effective manner through
website and content development.

In addition, websites must comply with search engine guidelines and policies. These guidelines and policies are complex and may change at any
time. If we fail to follow such guidelines and policies properly, the search engine may cause our content to rank low in search results or could
remove the content altogether from its index. If we fail to understand and comply with these guidelines and policies and ensure our websites�
compliance, our SEO strategy may not be successful.

If we are listed less prominently or fail to appear in search result listings for any reason, including as a result of our failure to successfully
execute our SEO strategy, it is likely that we will acquire fewer visitors to our websites. Fewer visitors to our websites could lead to property
owners and managers becoming dissatisfied with our websites, as well as fewer travelers inquiring and booking through our websites, either or
both of which would adversely impact our revenue. We may not be able to replace this traffic with the same volume of visitors or in the same
cost-effective manner from other channels, such as cost-per-click search engine marketing or display or other advertising, or at all. An attempt to
replace this traffic through other channels may require us to increase our sales and marketing expenditures, which may not be offset by
additional revenue, adversely affecting our operating results.
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Our long-term success depends, in part, on our ability to expand our property owner, manager and traveler bases outside of the United States
and, as a result, our business is susceptible to risks associated with international operations.

As our operations have expanded, we have acquired businesses or established offices around the world. As of December 31, 2013, we maintain
offices in the United States, France, the United Kingdom, Spain, Germany, Australia, Brazil, Switzerland, Singapore, New Zealand, Italy,
Colombia and Thailand and operate websites in several additional countries. We have limited operating and e-commerce experience in many
foreign jurisdictions and are making significant investments to build our international operations. We plan to continue our efforts to expand
globally, including the acquisition of international businesses and conducting of business in jurisdictions where we do not currently operate.
Managing a global organization is difficult, time consuming and expensive and any international expansion efforts that we may undertake may
not be successful. In addition, conducting international operations subjects us to risks that we generally do not face in the United States. These
risks include:

� the cost and resources required to localize our services, which requires the translation of our websites into foreign languages and
adaptation for local practices and legal and regulatory requirements;

� being subject to laws and regulations, including those laws governing Internet activities, email messaging, collection and use of
personal information, ownership of intellectual property, taxation and other activities important to our online business practices,
which are less developed and less predictable and which may restrict our business or ability to generate profits;

� competition with companies that understand the local market better than we do or who have pre-existing relationships with potential
property owners, managers and travelers in those markets;

� legal uncertainty regarding our liability for the transactions and content on our websites, including online bookings, property listings
and other content provided by property owners and managers, including uncertainty resulting from unique local laws or a lack of
clear precedent of applicable law;

� lack of familiarity with and the burden of complying with a wide variety of other foreign laws, legal standards and foreign regulatory
requirements, including invoicing, data collection and storage, financial reporting and tax compliance requirements, which are
subject to unexpected changes;

� laws and business practices that favor local competitors or prohibit or limit foreign ownership of certain businesses;

� challenges associated with joint venture relationships and minority investments, including dependence on our joint venture partners;

� adapting to variations in payment forms from property owners, managers and travelers;

� difficulties in managing and staffing international operations and establishing or maintaining operational efficiencies; difficulties in
establishing and maintaining internal controls and adequate security over our data and systems;
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