UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

SCHEDULE 14A
(Rule 14A-101)

Proxy Statement Pursuant to Section 14(a) of the
Securities Exchange Act of 1934
(Amendment No. __)

Filed by the Registrant
Filed by a Party other than the Registrant o

Check appropriate box:
o} Preliminary Proxy Statement
o Confidential, For Use of the Commission Only (as permitted

by Rule 14a-6(e)(2))
o} Definitive Proxy Statement
Definitive Additional Materials
o} Soliciting Material under Rule 14a-12

Yahoo! Inc.
(Name of Registrant as Specified in Its Charter)

(Name of Person(s) Filing Proxy Statement, if Other Than the Registrant)
Payment of filing fee (Check the appropriate box):
No fee required.
0 Fee computed on table below per Exchange Act Rules 14a-6(i)(1) and 0-11.
(1) Title of each class of securities to which transaction applies:

(2) Aggregate number of securities to which transaction applies:

(3) Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (Set forth the amount on which the filing fee is
calculated and state how it was determined):

(4) Proposed maximum aggregate value of transaction:
(5) Total fee paid:
0 Fee paid previously with preliminary materials:
0 Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing for which the offsetting fee was paid
previously. Identify the previous filing by registration statement number, or the form or schedule and the date of its filing.
(1) Amount Previously Paid:
(2) Form, Schedule or Registration Statement No.:
(3) Filing Party:

(4) Date Filed:




Yahoo! Review of Microsoft / Icahn
Search and Restructuring Proposal

July 14, 2008




Legal Notice

Forward Looking Statermants

The matters dizcwgsad in this prezenfation confaln forvsr-looking stefements thal nvolve neks snd wacerainties conceming Yshoo!s projected fremcial
parfommance a5 well as Yahoo!'s strafegic and operations! plams. Actus! results may oiffer materially from fhose projeched due to a number of raks and
uncerfaindies. The pofential risks and uncarfainfies inclede, smang others, the expecied benefits of the commercial sgreamant with Google may not be
realized. including as a resul of aclions faken by Uniled Slafes or foreign regulslory authonties and the response or acceplance of the agreement by
mibishers, adverisers, wsers, and employees, the implemeniation and resuls of Yahoo!s ongoing sirategic inliatives. the impad! of arganizelional changes,
Yatoo!'s abiily o compate with e or sxEling compeators, reduetion it spanding By, oF lss of markeling Sendces cuslomears, e demand by custamers for
Yaloo!s premium servicss, acceplance by users of new products and sarvices; Hsks related to foint venfures and e infegration of aequistions, ks related o
Yahoo!'s infemsbonal operations; falure fo manage growth and diversification; sdverss results in fgalion, ncluding iselleciual propeny infingement claims;
Yahoo!s sbilfy fo protect s intelectusl propery snd the value of iz brands dependence on key personnel dependence on third pamtiez for fechnology,
senvices, comtant. and distnbution. general economic condifions and changes in ecanomic conditions, potential continuing uncerainty ansing in commeciion with
the withdrawal of Microsoft's unsoficited propozsl fo acquire Yahoo! and the announced intention by a stockholder to seai confrol of our Board of Directors: the
possibiity that Microsolf or ancfher person may dn fhe future make another proposal or fake olfer aclions which may creale wcerfainty far owr empleyees,
pbiishers, advertisers. and other business paviners. and fhe possibifity of significant cosfs of defense, indemnfication. and labiify resulting from stockholder
Wigalion relsbng fo the Microsal? propossl. More Information aboul potential fachors Mhal could affect Yahoo!'s business and fnancial restlls s included under
the caplions "Fisk Faclors” and ‘Managemsant's Discussion and Analysis of Firamncial Conditton and Resulfs of Operalions” i Yahea!'s Annual Report an Fomrm
{0-K for the fzcs! year anded Decamber 31, 2007, s amandsd, and the Ouartery Report an Form 10-0 for the guarer ended March 31, 2008 which are an
fila wath the Secuntios snd Exchange Commvssion ("SECT and svailable af the SEC's webaite at wirw sec gov. Al information in thiz prezendation iz ss of July
14, 2008, wnlesz ofharnwise nofed. and Yahoo! doas nof infend, and wndertakes no duly, fo updste or othenwise revise the informafion contained In this
prasentation. Throughout this presentation we have rounded numbers as appropnate.

Non-GAAP Financial Measures

This presentstion mefers fo opsrating cazh flow (opsvating income before depreciation. smomization of infangible sssete and stock-bazed compenszshion
sxpenss, of OCF) which iz 5 non-GAAF financisl meesure. The most comparsble GAAR megsure for OCF iz income from aperations. With respect fo the OCF
mumbers prowded i this prssentstion, the esfimste of income from operafions i3 the zame se the estimated OCF, s the Company doss not expect fo dncur
any additional deprecialion and amorizafion or sfoch-based compansalion expanse related (o the Google agreemant.

Yahoo! and the Yahoo! ingos are irademaris andfor registered trademaris of Yahoo! fnc
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Yahoo! Evaluation of Microsoft / Icahn Proposal

Proposed Ternlls of “Search an A
Restructuring Propasa

&1 billion cash payment for Yahoo!'s search
assets

Microsoft to enter inta a 5 year exclusive
search agreerment with Yahoo! Microsoft to
guarantee Yahoo! the greater of {3) 85% of net
revenues for the first three years and 70% of
net revenues for the last two years (TAC
rates”), and (b) §2.3 billian of annual revenue
after traffic acquisition cost [ TACT subject to
‘Yahoo! maintaining historical US. page views
and affiliate revenue

Microsoft has nght to renew for a second 5
year period at a 70% TAC rate if it increases
mimimum guarantee to §3 billion. Yahoo! also
has & ranewal nght, bul with a lower Microsoft
rinirmum guarantee of $1.6 billion

L
L
+
L

»

Microsoft only pravides $1 billion of upfront proceeds

Upfrom payment will be taxable to Yahoo!

Would require 3 complex geparation of search assets from remainder of Yahoo!'s business

Yahoo! would be lefl without any search assets

— Inconsistent with Yahoa! view of convergence of search and display

— Could jeapardize the Yahoo! user expernience and make it dificult for Yahoo! to maintain page
views and search and display volume

Wiould result in the transfer by Yahoo! of @ strategic and valuable intellectual propeny portfolio (all

IP related to search, including algonthmic) for no additional congideration

Yahoo! dependent on Microsoft 1o receive s share of search revenues received by Microsoft

TAC rates are below market

$2.3 billion rimimum annual guarantee reduces Yahoo! execution ngk in gearch, buf guarantes is

subject to cedain Yahoo! performance metrics, which will be impacted directly by Microsoft

performance

—  Poor Microsoft performance could resull in reduction of guarantee due fo failure to maintain
historical page views or loss of Yahoo! affiliate revenue

While mare certain than hicrosoft's prior “Pay Per Click” guarantee, the $2.3 billion guarantee is

below Yahool's own expectations for net search revenue

= Minimum guarantes remains flat and does not grow aver fime

Renewal nght does not force Microsoft to be competitive on TAC rate for second five year period
{locked in af 70%)

43 billion guarantee is below Yahoo!'s own expectations for net search revenue for years 5-10
Guarantes still subject to reduction for page views and affiliate revenus, which could be impactad
by Microzoft perfarmance

July 14,2008 G!



Yahoo! Evaluation of Microsoft / Icahn Proposal

(Cont’d)
Restructuring Proposa

‘Yahoo! would achieve annual costs savings + DMicrosoft's view of potential cost savings is unrealistic

between $1.1 billion and $1.5 billion + Yahoo! believes that not more than 3750 million of direct cash costs savngs are achievable from a
sale of Yahoo!'s search assets

Search agreement would result in higher + Vahoo! estimates that the Microsoft search agreement would increase operating cash flow "OCF™)
operating income for Yahoo! by approximately $300 milion annually
+ Microsoft search agreement potentially creates higher near term OCF st the expense of long-term
growih

—  B5% TAC rate reduced to 70% TAC rate afler yoar 3
= Microsoft renewal night imits Yahoo! upside to monetize its audience search quenes al market
rates at end of year 5
+ Yahoo! can generale higher OCF under s agreemant with Google

= Google agreement estimated to generate $250-8450 million of incremental OCF for first 12
months following implementation

Yahoo! must guarantee that Microsoft gearch & W Microgof were to require greater prominence it could poge economic coststo Yahoo! and impact
will retain @qual or greater pramine nog on the the sale of premium display inventory
Yahoo! site
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Yahoo! Evaluation of Microsoft / Icahn Proposal
(Cont’'d)

Proposeu oo i
Restructuring Proposal”

Distrbution of Yahool's Asia aszetsto Yahoo! 4 Such a spin-offis a complex transaction that would require, amang other things, consents and

stackhalders (Microsoft values these assets at approvals from third-parties
~59 per share) # Yahoo! can complete a spin-off on s own without the assistance of Microsoft
# Yahoo! Board has historically and cortinues to evaluate this altemative

+ Yahoo! believes a spin-off would highlight value of its Asian assets, but 39 per share is aggressive
— Microsoft valuation, amang ather things, does not apply discount to Yahoo!'s minomy
investrments in Wahoo! Japan, Alibaba or Grarket currently applied by research analysts

‘Yahoo! 10 pay & $4.50 pro rata dividend to its & Yahoo! can declare and pay a special cash dividend on s own withowt the assistance of Microsofl

stockholders — Cash funded from existing cash on balance sheet and debt incurrence

# bhicrosoft averstates the availabilty of cash frorm the $1 billion upfront payment and does nof take
Microzoft to tender for $3.9 billion of shares into account the Google termination fee
directly frorm Yahool stockholders —  bicrosoft's $1 billion upfront paymant would be taxable to Yahoo!

= Yahoo! would have to pay Google a termination fee of up to 3250 million upon the closing of
sale of search to Microsoft

+ 3329 billion of cash is significantly below the $2 billion of cash Microsoft proposed to invest in
Yahoo! in itz prior proposal
~ W all ghares were tendered Microso®t would own 15% of Yahoo!'s voting stock; prior proposal
was for non-woting stock

Microgoft proposal would reguire an immediate +  Yahoo!'s Board believes these moves would destabilize Yahoo! during the up to one year it would

replacement of the Board with Mr. Icahn’s take to gain regulatory approval for this deal
nominaes and removal of the top managemeant 4 New Yahoo! directors would be responsible for oversesing the remaining non-zearch business and
team at ¥ahoo! proposed complicated restructunng even though thay have virtually no woarking knowledge of

Yahoo!'s businesses
+ Patential negative impact on Yahoo! stockholders given majonty of their value will be equity in the
remaining non-search business of Yahoo! {(icrosoft values remaining business of Yahoo! at

$19.50 per share)
5. July 14, 2008 e!




Yahoo! Does Not Believe Microsoft / lcahn Proposal

Provides $33 of Value

Summary of Value Components Summary Considerations

Microzoft has indicated that the propozal would #
pravide $33 of value to Yahoo! stockholders,
cansisting of the following components:

Asian spin-off
Special Cash Dividend

Yahoo! chares

Total

$2.00
£4.50
$19.50

$33.00

*

.

*

Only per share cash dividend iz certain and Yahoo! could distnbute a substantial amount of cash to
stockholders on its own

Yahoo! believes that Microsoft's valuation of the spin-off is unrealistic based on cument valuations
of these assets and discount at which these assels are valued by the market in Yahoo!'s stock
Yahoo! does not believe there iz 3 basis to assume that ts shares will trade at $19.50 following the
tranzachion

Substantial execution risk

Yahoo! reliant upon Microzoft performance and s ability to monetize audience search gueries
Lirnited gearch monetization upside for Yahoo! due to Microsoft renewal right

Microsoft's view of potential cost savings is unrealistic

A display-only company subject to Microsoft execution risk as it competes with Google may be
less affractive to inwestors and there is risk that Yahoo! could frade at a lower multiple

Separaling search from display alters Yahoo's strategy to sell a consolidated search and
display advertising offering

Yahoo! would need to pay Google a fee of up to $250 million if agreement is terminated

31 billion upfront payment by Microsoft is taxable

Regulatory approval of the transaction will take up to ene year in multiple junsdictions and put
Yahoo!'s business al execution nsk during the intenm penod of uncertainty, espacially if under the
management of Mr. lcahn and s nominges

By selling its valuable search ascets and committing to the restructuring, may preclude a future
change of control premium for Yahoo! stockholders
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