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 PART I

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

        This report includes forward-looking statements. We have based these forward-looking statements largely on our current expectations and
projections about future events and financial trends affecting the financial condition of our business. Forward-looking statements should not be
read as a guarantee of future performance or results, and will not necessarily be accurate indications of the times at, or by, which such
performance or results will be achieved. Forward-looking statements are based on information available at the time those statements are made
and/or management's good faith belief as of that time with respect to future events, and are subject to risks and uncertainties that could cause
actual performance or results to differ materially from those expressed in or suggested by the forward-looking statements. Important factors that
could cause such differences include, but are not limited to:

�
our ability to accurately forecast revenues and appropriately plan our expenses;

�
the impact of worldwide economic conditions, including the resulting effect on consumer spending;

�
our ability to maintain an adequate rate of growth;

�
our ability to effectively manage our growth;

�
our ability to attract new restaurant customers;

�
our ability to increase the number of visitors to our website and convert those visitors into diners who reserve a table using
our website and then dine with our restaurant customers;

�
our ability to retain existing restaurant customers and diners or encourage repeat reservations;

�
our ability to provide a high-quality customer experience through our website and ERB;

�
our ability to successfully enter new markets and manage our international expansion;

�
the impact of fluctuations in currency exchange rates;

�
the effects of increased competition in our business;

�
our ability to keep pace with changes in technology and our competitors;

�
our ability to successfully manage any acquisitions of businesses, solutions or technologies;

�
the success of our marketing efforts;
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�
changes in consumer behavior and any related impact on the restaurant industry, especially in the geographic markets we are
operating in;

�
seasonal patterns in restaurant dining;

�
interruptions in service and any related impact on our reputation;

�
the attraction and retention of qualified employees and key personnel;

�
our ability to protect our intellectual property, including our proprietary ERB;

�
costs associated with defending intellectual property infringement and other claims;

�
the effects of natural or man-made catastrophic events;

�
the effectiveness of our internal controls;

�
changes in government regulation affecting our business; and

�
other risk factors included under "Risk Factors" in this report.

1
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        In addition, in this report, the words "believe," "may," "will," "estimate," "continue," "anticipate," "intend," "expect," "predict," "potential"
and similar expressions, as they relate to our company, our business and our management, are intended to identify forward-looking statements.
In light of these risks and uncertainties, the forward-looking events and circumstances discussed in this report may not occur and actual results
could differ materially from those anticipated or implied in the forward-looking statements.

        Forward-looking statements speak only as of the date of this report. You should not put undue reliance on any forward-looking statements.
We assume no obligation to update forward-looking statements to reflect actual results, changes in assumptions or changes in other factors
affecting forward-looking information, except to the extent required by applicable laws. If we update one or more forward-looking statements,
no inference should be drawn that we will make additional updates with respect to those or other forward-looking statements.

 ITEM 1.    BUSINESS

Overview

        OpenTable, Inc. (together with its subsidiaries, "OpenTable,"the "Company," "our," "we," or "us") was incorporated on October 13, 1998,
and is a Delaware corporation. We provide solutions that form an online network connecting reservation-taking restaurants and people who dine
at those restaurants. Our solutions include our proprietary Electronic Reservation Book, or ERB, for restaurant customers and
www.opentable.com, a popular restaurant reservation website for diners. The OpenTable network includes approximately 12,000 OpenTable
restaurant customers spanning all 50 states as well as select markets outside of the United States. Since our inception in 1998, we have seated
approximately 130 million diners through OpenTable reservations, and during the three months ended December 31, 2009, we seated an average
of approximately four million diners per month. Restaurants pay us a one-time installation fee for onsite installation and training, a monthly
subscription fee for the use of our software and hardware and a fee for each restaurant guest seated through online reservations. Our online
restaurant reservation service is free to diners. For the twelve months ended December 31, 2009 and 2008, our net revenues were $68.6 million
and $55.8 million, respectively. For the twelve months ended December 31, 2009 and 2008, our subscription revenues accounted for 52% and
54% of our total revenues, respectively, our reservation revenues accounted for 43% and 41% of our total revenues, respectively, and our
installation and other revenues accounted for 5% and 5% of our total revenues, respectively.

        The OpenTable ERB combines proprietary software and computer hardware to deliver a solution that computerizes restaurant host-stand
operations and replaces traditional pen-and-paper reservation books. Our ERB streamlines and enhances a number of business-critical functions
and processes for restaurants, including reservation management, table management, guest recognition and email marketing. This enables
restaurants to manage all of their reservations�those booked by phone or online as well as walk-in diners�in one unified system. The ERB also
automatically accepts online reservations in real time directly from the OpenTable website as well as from our mobile applications and the
websites of our partners and restaurant customers. The ERBs at our restaurant customers connect via the Internet to form an online network of
restaurant reservation books. We also operate the OpenTable website, which enables diners to quickly and conveniently find, choose and book
tables at restaurants on the OpenTable network, overcoming the inefficiencies associated with the traditional process of reserving by phone.
Diners appreciate the convenience of being able to secure a reservation at any time, even when the restaurant is closed, and the time savings of
being able to instantly find and reserve available tables without having to call restaurants one by one until they find an available reservation that
suits their needs. Online visitors come to the OpenTable website directly, via natural search engine results and via our partners' and restaurant
customers' websites. During the twelve
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months ended December 31, 2009, less than 1% of reservations made through our website were attributable to paid-search advertising.

        We initially focused on acquiring a critical mass of local restaurant customers in four metropolitan areas: Chicago, New York, San
Francisco and Washington, D.C. These markets have since developed into active, local networks of restaurants and diners that continue to grow.
We have applied and continue to apply the same fundamental strategy in developing and penetrating our other markets in the United States,
Canada and Mexico. In 2004, we began to selectively expand into countries outside of North America that are characterized by large numbers of
online consumer transactions and reservation-taking restaurants. To date, we have concentrated our international efforts in Germany, Japan and
the United Kingdom. Our revenues outside of North America for the twelve months ended December 31, 2009 and 2008, were $3.8 million and
$2.8 million, respectively, or 6% and 5% of our total revenues, respectively.

        We measure our business geographically based on two segments: North America and International. Additional information required by this
item is incorporated herein by reference to Note 12�"Segment Information" of the Notes to the consolidated financial statements, beginning on
page 56 of this Form 10-K.

Restaurant Industry Background

        The commercial restaurant industry is broadly divided into "quick-service" and "full-service" segments. We target our offerings to
full-service restaurants that accept reservations. We believe based on our internal estimates that there are approximately 30,000
reservation-taking restaurants in North America that seat approximately 600 million diners through reservations annually, though this number
fluctuates with economic and other conditions.

        The ability of the restaurant industry to leverage the power of the Internet for reservation transactions has been inhibited by two key
characteristics. First, the reservation-taking restaurant industry has been slow to computerize host-stand operations. During the last decade, other
reservation-taking industries, such as airlines and hotels, have experienced a dramatic shift in consumer behavior as reservations have migrated
from the phone to the Internet. In contrast, given the restaurant industry's relatively basic transaction needs, generally requiring only the diner's
name and phone number and no advance payment, restaurant reservations historically have been largely handled by the traditional
pen-and-paper reservation book, despite the inherent operational inefficiencies and potential for error. Second, the reservation-taking restaurant
industry is highly fragmented, with independent restaurants and small, local restaurant groups comprising a significant majority of restaurant
locations. Unlike other industries in which suppliers can deliver goods and services to customers around the world, the restaurant industry is
inherently local. These conditions make it time-consuming and costly to aggregate the breadth of local restaurant table inventory required to
attract a critical mass of diners to make reservations online and to create an online restaurant reservation network.

        In addition, reservation-taking restaurants generally share the following operational challenges:

�
Profitability is dependent on filling seats.  Because restaurants typically have a high fixed cost structure, restaurant
profitability is heavily dependent on filling as many seats as possible. Similar to hotel rooms and airplane seats, restaurant
table inventory is highly perishable, with unfilled seats representing a significant lost revenue opportunity.

�
Prospective business is lost due to the inefficiencies of reserving by phone.  Most restaurants are not staffed to answer the
phone until late morning or early afternoon, and many are only open six days per week. As a result, they lose potential
business when prospective guests are not able to secure reservations by phone at their convenience. Additionally, restaurants
experience costly "no-shows" when guests fail to cancel their reservations because of the inconvenience of doing so over the
phone.

3
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�
Managing and preserving guest information is difficult.  One of the ways in which restaurants compete is by providing
exceptional, personalized service, for example, by recognizing repeat diners and recalling their preferences or special
occasions. Guest histories and preferences are typically stored in the memories of the maitre d' or host, and therefore the
implications of losing a staff member who is familiar with a restaurant's best and most frequent guests are considerable. In
an industry characterized by a high rate of employee turnover, the ability to preserve and transfer this information is critical.

�
Information technology resources to install and support computer-based systems are limited. Few restaurants have the
technical knowledge, resources or time to install computer systems and troubleshoot problems with computer systems or
Internet connectivity. At the same time, the fast pace of business operations means that restaurants cannot tolerate service
interruptions from an equipment or networking failure.

�
Marketing opportunities with measurable results are limited.  Typically, restaurants promote themselves through magazines
and newspapers as well as online dining guides and directories. However, restaurants generally do not have the ability to
track the number of people who ultimately dine in response to their advertisements, nor are the costs of these advertisements
tied to the number of diners they attract. Therefore, restaurants usually are unable to measure or compare the effectiveness of
these marketing channels.

Diner Behavior and Trends

        For many diners, part of the appeal of dining out is experiencing a variety of restaurants. Therefore, diners value sources that help them
discover new restaurants and provide information about these restaurants. Historically, diners learned about restaurants through word of mouth
and local print media, such as dining guides, newspapers and magazines. While diners continue to value personal recommendations, the Internet
now puts a wealth of restaurant information at their fingertips. However, arguably the most important piece of information�what restaurants can
accommodate a dining party�has been missing from online dining sources. As a result, when it comes to booking a restaurant reservation, diners
have had to use the phone instead of the Internet.

        Reserving by phone can be a highly inefficient and inconvenient process, requiring diners to call one restaurant at a time until they find an
available reservation that meets their needs, and then make a reservation without knowing the full range of available choices. Phone reservations
can only be secured during the restaurant's business hours. Diners who call when a restaurant is closed or during peak service hours oftentimes
must leave a voicemail message and wait for the restaurant to call back. Diners who do get through to a reservationist may be put on hold or
informed that there are no available tables at the desired time, requiring them to call another restaurant and repeat the process until they find a
suitable reservation. Diners who need to change or cancel an existing reservation experience similar difficulties in doing so by phone.

        The Internet has the potential to redefine the reservation experience for diners and streamline the operations and increase the return on
marketing spend for reservation-taking restaurants. In order for diners to fully embrace online restaurant reservations, they need real-time access
to table inventory across a broad selection of local restaurants and the ability to instantly book confirmed reservations around-the-clock.

Our Solution

        Reservation-taking restaurants and diners have interconnected needs. Restaurants require cost-effective ways to attract guests and manage
their reservations, while diners seek convenient ways to find available restaurants, choose among them and secure reservations. By creating an
online network
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of restaurants and diners that transact with each other through real-time reservations, we have developed a specialized platform for addressing
the needs of both.

        Essential to this network is building a critical mass of local, computerized restaurant reservation books. We achieve this by offering
software that provides important operational benefits for the restaurant, bundling it with computer hardware and installing this solution at the
restaurant host stand, thereby creating a compelling solution for restaurants. We sell our solutions to individual restaurants within a market,
typically one by one, via a direct sales force. We believe that we deliver a strong return on investment for our restaurant customers by
streamlining their operations, filling additional seats and improving their quality of service. As a result, we have historically enjoyed high
customer satisfaction and retention rates.

        The OpenTable website gives diners real-time access to tables at restaurants on the OpenTable network. As more local restaurants are
added to the network, the utility provided to diners increases and more diners discover the benefits of researching restaurants and making
reservations on our website. The more diners who use our website to make their dining decisions, the more value we deliver to our restaurant
customers and the more restaurants are attracted to our network.

Benefits of OpenTable to Reservation-Taking Restaurants

        In response to the needs of reservation-taking restaurants, we offer the OpenTable ERB, an integrated solution consisting of proprietary
OpenTable software which is installed on a touchscreen computer system and supported by various asset-protection and security tools.
Additionally, we provide restaurants with access to diners via our website as well as through our mobile applications and our partners' websites.
Participation in the OpenTable network helps restaurants:

�
Fill seats that might otherwise remain empty.  We help restaurants fill their seats and minimize "no-shows" by offering the
convenience of online reservations directly through the OpenTable website as well as indirectly through the websites of our
partners and restaurant customers, all of which are stored in the ERB. In addition, restaurants may elect to be featured in
OpenTable marketing programs, which drive incremental business to participating restaurants through enhanced listings on
the OpenTable website. Participating restaurants pay OpenTable a premium per-seated diner fee for diners seated in
response to these special listings.

�
Create operational efficiencies by automating reservations and table management.  The reservation module of the ERB
replaces the restaurant's pen-and-paper system with a computerized reservation book that records and tracks all reservations
(online, phone and walk-in) in the same system, thereby improving accuracy and efficiency. Floor management capabilities
improve operational efficiencies by helping restaurants maximize seat utilization, facilitate server rotations and improve
table turns.

�
Boost guest recognition and overall guest service.  The integrated guest-management database included in the ERB enables
restaurant staff to record diner preferences and histories in order to recognize repeat diners and provide them with
personalized service. The ERB also includes email capabilities which provide restaurants with a cost-effective channel to
reach and attract repeat diners. Additionally, we help restaurants monitor customer satisfaction by collecting and delivering
guest feedback from OpenTable diners.

�
Computerize host-stand operations with customized, on-site installation and training and technical support.  We install our
ERB, which combines proprietary software and computer hardware, at the restaurant, verifying Internet connectivity,
configuring the system for the restaurant's unique needs and training staff members on its use. We monitor Internet
connectivity and assist the restaurant in resolving connectivity issues. Additionally, we perform nightly data backups that
enable us to restore the reservation book if necessary, and we provide around-the-clock technical support.

5
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�
Market to a targeted audience with measurable results.  Our website enables diners to find restaurants that can
accommodate them, giving restaurants valuable marketing exposure during the diners' decision-making process. Moreover,
restaurants pay OpenTable only for those diners whom they ultimately serve, unlike other marketing channels such as
magazines, newspapers and online dining guides and directories. Consequently, restaurants know the number of diners
acquired through OpenTable and the costs of acquiring each of these diners.

Benefits of OpenTable to Diners

        In response to the needs of diners, we offer the OpenTable website, a destination website for those seeking a convenient way to research
restaurants and make reservations. Additionally, we offer mobile applications for a variety of smartphone platforms. Our website and mobile
applications enable diners to:

�
Find available tables.  Diners can search for reservations by location, date, time and party size and view table availability
across a variety of restaurants. Because our website connects directly to the thousands of ERBs residing at OpenTable
restaurants, reservation search results reflect real-time availability.

�
Choose a restaurant.  In response to their searches on our website or via our mobile applications, diners are presented with a
list of restaurants with available reservations at their desired dining times. Diners may also click on a restaurant listing to
view additional information, including restaurant descriptions, photos and menus. While making their restaurant choices,
diners using our website may also consult the OpenTable Diners' Choice lists that highlight restaurants that are most highly
rated by OpenTable diners, for example, Best Overall, Best Italian, Most Romantic or Good for Groups.

�
Book instantly confirmed reservations for free.  When a diner reserves through the OpenTable website or mobile
applications, the reservation is instantly recorded in the ERB located at the restaurant�the same system in which the host
would record a phone reservation. Diners can also change or cancel reservations online as well as invite guests via email.
Diners receive on-screen and email messages confirming their reservation details. Additionally, registered diners can earn
Dining Reward Points when they make and honor OpenTable reservations. Points can be redeemed for Dining Checks that
are accepted at OpenTable restaurant customers.

Our Strategy

        As our network of reservation-taking restaurants and diners grows, the value we deliver grows as well. Because the foundation of our
network is building a critical mass of computerized reservation books, we enhance our offering to diners by adding new restaurant customers. In
turn, as more diners use OpenTable to make their dining decisions and book their reservations, we deliver more value to our restaurant
customers by helping them fill more of their seats. In this process, we grow the value of our business. The key elements of this strategy include:

Continue to Build the OpenTable Network in North America

        The value of the OpenTable network grows as participation among restaurants and diners grows. Experience in our earliest markets
provides a successful model that we have implemented while entering new markets, and, as a result, our newer markets in North America have
grown relatively predictably over time. We intend to continue to build our North American network by employing this proven model.

�
Produce and maintain superior solutions.  We continue to evolve our ERB based on nearly a decade of in-field experience
as well as feedback from our installed base of approximately 12,000 restaurant customers. Additionally, we will continue to
optimize our website through insights
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gained from the experience of seating approximately 130 million diners through online reservations.

�
Leverage our direct sales force.  Over the last ten years, we have expended considerable resources to build a direct sales
force skilled at selling the benefits of OpenTable to reservation-taking restaurants, which operate in an industry that is highly
fragmented. We will continue to leverage our skilled direct sales force to add more restaurants to the network.

�
Provide excellent customer service and support.  We believe that our superior customer service is an integral component of
high satisfaction rates among our restaurant customers and provides us with a deep understanding of restaurant needs and
general industry trends. We will continue to employ highly trained operational teams to provide installation and training
services for our restaurant customers and augment our in-house support staff with contract support services to deliver
superior customer assistance.

�
Continue to attract diners to our website and mobile applications by offering the best reservation experience.  We believe
that providing the best diner reservation experience increases market adoption of our services, builds our brand awareness
and drives word-of-mouth referrals to our website. We continue to enhance our website for ease of use and augment it with
unique, helpful restaurant content. For example, we have begun to leverage the collective feedback of OpenTable diners to
publish user-generated content that diners use while making restaurant choices. We will continue to evolve the diner
reservation experience through usability testing and website analytics.

Expand Internationally

        We intend to augment our growing North American business by selectively expanding into countries outside of North America that are
characterized by large numbers of online consumer transactions and reservation-taking restaurants. We currently have operations in Germany,
Japan and the United Kingdom, each supported with a direct sales force and operational staff. We have approximately 1,500 restaurant
customers in these markets. In general, our strategy internationally is to replicate the model we have successfully employed in North America. In
particular, our initial focus in new international markets is to increase our restaurant customer base, and we believe the localized versions of our
software solution will compete favorably against competitive software offerings, enabling us to expand our network of computerized reservation
books across a broad selection of local restaurants.

Our Products

        We have created a proprietary technology system comprised of stand-alone client-server applications located at each restaurant that connect
via the Internet to our central servers which host our website. The distributed nature of this system design enables us to provide real-time
solutions to our restaurant customers and to diners.

Restaurant Software and Hardware and Related Solutions

        The ERB is an integrated solution consisting of proprietary OpenTable software that is installed on a dedicated, touchscreen computer
system at the restaurant's host stand and supported by various asset-protection and security tools. The ERB supports reservation management,
table and floor management, guest management, marketing and a number of other business processes. This functionality has evolved through
eight major software releases over ten years based on feedback from and experience with thousands of restaurant customers. The software is
built on a foundation that supports rapid translation into local languages.
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        We provide on-site installation, training and round-the-clock customer support for the ERB as part of our monthly subscription fee. We
monitor Internet connectivity to the ERB, alerting restaurants when they are offline and working with them to resolve any problems we detect.
We also provide data protection services, including managing firewalls and virus scanning software on all computers on our network to protect
restaurants from harmful intrusions and performing nightly backups of each restaurant's database to prevent data loss in the event of a hardware
failure. Our restaurant customers also receive a hardware replacement, populated with the restaurant's backed-up data, in the event of a computer
failure, and software upgrades and updates, which are deployed automatically via the Internet to each ERB, requiring minimal interference with
the restaurant's operations.

OpenTable Website

        We design, build and operate the OpenTable website in North America and the United Kingdom as well as websites localized for Germany
and Japan. Our system is a real-time reservation system with a patent pending on our high-speed inventory tracking and search technology. The
OpenTable website maintains around-the-clock communications with restaurants on our online reservation network. As a result, any change
made at the restaurant to the table inventory that affects the OpenTable website is updated on the website in real time, and diners using the
website get current inventory information on every search request, typically in a few seconds.

OpenTable Mobile

        In addition to the OpenTable website, we offer a version of the OpenTable website optimized for use on mobile devices as well as free
mobile applications for use on Android, Blackberry, iPhone, and Palm smartphones. These mobile applications leverage the OpenTable network
to enable diners on-the-go to view real-time table availability at restaurants in their vicinity and book a free, confirmed reservation. To date,
more than 2,000,000 diners have been seated through reservations booked via OpenTable mobile applications.

OTRestaurant.com�Our Website for Restaurant Customers

        We design, build and operate the OTRestaurant website, which serves as an information and services portal for our restaurant customers.
The website provides restaurant customers with secure access to client-specific materials including detailed online reservation reports, online
invoicing and feedback forms from recent diners. In addition, a restaurant can visit the OTRestaurant website to learn about upcoming
OpenTable promotions, submit date-specific information such as Valentine's Day menus and update the profile information displayed on the
OpenTable website such as restaurant description and hours of operation. The OTRestaurant website serves as a two-way communication
channel between us and our restaurant customers, which ultimately improves the support we provide and drives increased operational
efficiencies.

Sales and Marketing

Sales and Marketing to Restaurants

        We employ a direct sales force of regional account executives. Our sales and marketing efforts focus on identifying qualified sales leads,
communicating the benefits of computerizing the restaurant reservation book and filling seats through online reservations. Our marketing
activities include lead generation, direct marketing, public relations and participation in trade shows and conferences.

Marketing to Diners

        We generally benefit from significant word-of-mouth referrals and natural-search traffic to our website. We encourage repeat usage through
our points-based loyalty program, OpenTable Dining
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Rewards, which allows diners to earn Dining Points when they make and honor OpenTable reservations. We also optimize our website to
improve our positioning in natural search engine results. To date, we have found limited value in print, broadcast, online or paid-search
advertising, and, as a result, we do not purchase a material amount of marketing from those channels.

        In addition to operating our own destination website and mobile applications, we work with hundreds of partners to enhance their restaurant
listings with OpenTable online reservation capabilities. We also encourage our restaurant customers to incorporate OpenTable reservation
capabilities into their own websites, which not only introduces diners to the convenience of online reservations but also helps restaurants fill
more seats by providing around-the-clock reservation capabilities.

Customer Support

        One of the reasons we enjoy high satisfaction among our restaurant customers is the quality of the support we provide. This support
includes the following:

�
Implementation Services for Restaurants.  Once the customer agreement is signed, we contact the restaurant to begin the
implementation process, including system installation and training. First, we complete a site survey to gather
restaurant-specific information such as table layouts, restaurant capacity, hours of operation, network and Internet
connectivity setup, and other information necessary to properly set up the OpenTable system. During a typical installation,
we load the software onto OpenTable hardware, establish proper network connectivity, configure the system to a restaurant's
specific needs, and train restaurant staff on the new process.

�
Ongoing Restaurant Relationship Management.  We work with our restaurant customers to ensure that the restaurant realizes
the full value of the system. For example, we assist restaurants in adjusting their reservation books to maximize capacity
utilization, enabling a restaurant's own website to take reservations, tracking guest preferences and marketing to their diners.

�
Restaurant Telephone Support.  After the initial installation and training, restaurants may contact OpenTable via a toll-free
number to receive technical support and follow-up training as part of our monthly service fee. Live telephone support is
available 14 hours per day, seven days a week, with emergency support available around-the-clock.
Most routine support cases are handled by a U.S.-based third-party customer support partner. When necessary, the support
partner escalates calls to our in-house support team located at our headquarters in San Francisco. Our support partner
receives equivalent training and access to the same tools as the San Francisco support team.

�
Consumer Support for Website Users.  Diners with questions about OpenTable have access to an online list of frequently
asked questions, or FAQs, and can also email our support team via a web-based form. We use a commercially available
email management system to queue, assign, track, escalate, categorize and report on these email inquiries.

Technology

        Our technology infrastructure supports the network of restaurants and diners critical to our business.

Data Centers and Network Access

        Our primary data center is hosted by a leading provider of hosting services in Santa Clara, California. We maintain a second data center in
New Jersey for disaster recovery. Backup systems in the second data center can be brought online in the event of a failure in the primary data
center.
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        The data center hosts the OpenTable website, the OTRestaurant website and intranet applications that are used to manage the website
content. The websites are designed to be fault-tolerant, with a collection of identical web servers connecting to an enterprise database. The
design also includes load balancers, firewalls and routers that connect the components and provide connections to the Internet. The failure of any
individual component is not expected to affect the overall availability of our website.

        Our system also includes a proprietary method of accessing website-relevant, real-time restaurant inventory from the data center, providing
very fast response times. The system is designed to scale to accommodate the foreseeable growth in the number of restaurants and diners on our
network.

Network Security

        The data center and restaurant systems maintain real-time communication with proprietary, encrypted message protocols. We also use
leading commercial antivirus, firewall and patch management technology to protect and maintain the systems located at the data center and at
each restaurant.

Internal Management Systems

        We have developed proprietary systems to ensure rapid, high-quality customer service, software development and website updates. ROMS
is a system-integrated customer support application that gives us unique customer resource management tools designed specifically for the
restaurant industry. It houses detailed restaurant customer information encompassing the entire customer lifecycle, including initiating a
contract, installing the OpenTable system, issuing monthly bills, tracking restaurant inventory and providing ongoing support. In addition,
ROMS leverages system-integrated tools allowing for remote technical diagnosis and repair, while operating under multi-tiered security
protocols to ensure restaurant customer information is protected. The Customer Help and Restaurant Management system, or CHARM, is a
proprietary web content management and consumer support tool that enables rapid website customization. Restaurant profiles, descriptions,
maps, partner reviews, restaurant messaging and reservation parameter configurations are all driven out of CHARM.

Development

        We devote a substantial portion of our resources to developing new solutions and enhancing existing solutions, conducting product testing
and quality assurance testing, improving core technology and strengthening our technological expertise in the restaurant table management and
reservation market. As of December 31, 2009, our technical group consisted of 73 employees, who are focused on new feature development for
existing solutions and the design of new solutions. We also outsource a portion of our software development to a third-party service provider
located in India. Additionally, our mobile website and application development efforts are partially outsourced to third-party mobile
development firms. For the twelve month periods ended December 31, 2009, 2008, and 2007, technology expenses totaled $10.0 million,
$9.5 million and $5.9 million, respectively.

Seasonality

        The restaurant industry business is somewhat seasonal, with increases in dining at reservation-taking restaurants tied to certain holidays and
restaurant-industry promotions. As a result, we typically experience higher sequential growth in diners seated during the first and fourth quarters,
as compared with the second and third quarters.

Intellectual Property

        Our success depends upon our ability to protect our core technology and intellectual property. To accomplish this, we rely on a combination
of intellectual property rights, including trade secrets, patents, copyrights and trademarks, as well as contractual restrictions. We enter into
confidentiality and

10

Edgar Filing: OPENTABLE INC - Form 10-K

14



Table of Contents

proprietary rights agreements with our employees, consultants and business partners, and we control access to and distribution of our proprietary
information.

        We have one issued patent which expires in 2020 and five patent applications pending in the United States. We have one patent application
pending in India. We intend to pursue corresponding patent coverage in additional countries to the extent we believe such coverage is
appropriate and cost effective.

        Our registered trademarks in the United States, Japan and the European Union include "OpenTable" and the OpenTable logo. "OpenTable"
is also registered in Canada, China, Mexico and Australia. "OpenTable.com" is also registered in the European Union. We have filed other
trademark applications in the United States and certain other countries.

        We are the registrant of the Internet domain name for our websites, www.opentable.com, www.otrestaurant.com and our international
websites.

        In addition to the foregoing protections, we generally control access to and use of our proprietary software and other confidential
information through the use of internal and external controls, including contractual protections with employees, contractors, customers and
partners. Our software is protected by United States and international copyright laws.

Competition

Competition for Reservation-Taking Restaurants

        The primary competitor for the OpenTable ERB is the traditional pen-and-paper reservation book. Paper-based reservation books enjoy the
advantage of being extremely familiar and simple; however, they are also time-consuming, error-prone, manual and not easily reproduced in
case of loss or damage. Through our sales efforts, we explain the benefits of automation to restaurants including greater operational efficiency,
superior guest recognition and service and the ability to fill additional seats by offering reservations over the Internet. Other companies attempt
to address restaurant needs for computerized reservation management with a variety of technologies.

        We believe the principal competitive factors in the market for computerized restaurant reservation management solutions include:

�
comprehensive reservation, table and guest management functionality;

�
ability to fill incremental seats for the restaurant;

�
ability to deliver strong return on investment for restaurant customers;

�
system responsiveness and ease-of-use;

�
on-site, custom system installation and training;

�
robust support; and

�
security, reliability and data protection.

        In international markets that we entered more recently and where we have not yet achieved a high degree of penetration, we face more
intense competition from local software-development and application service provider, or ASP, vendors. We believe that, over time, the
advantages that have established us as a leading provider in North America will help us as we compete in international markets.
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Competition for Diners

        Our primary competitor for diners making reservations is the phone. The phone enjoys two inherent advantages over online reservations.
First, every restaurant and diner has a phone. Second, making reservations by phone is a familiar, ingrained experience for diners.

        In order to compete effectively with the phone, the OpenTable website must offer diners a critical mass of restaurants from which to choose
and access to reservation inventory comparable to that available by phone. When combined with the growing number of restaurant customers,
the OpenTable online reservation network achieves these requirements by communicating directly and in real time with the ERB maintained at
each restaurant. Additionally, we offer diners all the conveniences and time savings associated with booking reservations online, including the
ability to: book reservations around-the-clock, even when restaurants are closed; find available tables in real time across a selection of local
restaurants; receive immediate confirmation of the reservation via email; change or cancel reservations online; and earn Dining Reward Points,
redeemable for Dining Checks accepted by our restaurant customers.

        Secondary competition comes from allocation-based reservation-taking websites that offer diners the ability to book reservations for a
limited selection of restaurant table inventory. Participating restaurants identify specific reservations, generally at non-peak and unpopular times,
which can be offered for booking via these allocation sites. Unlike OpenTable reservations which are immediately recorded in the ERB residing
at the restaurant host stand, these allocation reservations are communicated to the restaurant by traditional phone and fax systems, email or
web-based accounts that restaurants can check to access reservation requests. These methods are prone to errors, such as lost or double-booked
reservations, and require additional effort on the part of restaurants. We believe the limited reservation inventory and unreliable reservation
processing methods associated with these allocation-based websites limit their value proposition for diners.

Employees

        As of December 31, 2009, we had 319 full-time employees including 101 in operations and support, 92 in sales and marketing, 73 in
technology and 53 in general and administrative functions. None of our employees are covered by collective bargaining agreements. In addition,
as of December 31, 2009, we had ten contractors who are full-time equivalents, including one in operations and support, two in sales and
marketing, six in technology and one in general and administrative functions.

Available Information

        We file reports with the Securities and Exchange Commission ("SEC"), including annual reports on Form 10-K, quarterly reports on
Form 10-Q, current reports on Form 8-K and any other filings required by the SEC. We make available on our website (www.opentable.com)
our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and all amendments to those reports as soon as
reasonably practicable after such material is electronically filed with or furnished to the SEC. These materials are available free of charge on or
through our website via the Investor Relations page at www.opentable.com. References to the Company's website address in this report are
intended to be inactive textual references only, and none of the information contained on our website is part of this report or incorporated in this
report by reference.

        The public may read and copy any 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. The SEC
maintains an Internet site (http://www.sec.gov) that contains reports, proxy and information statements, and other information regarding issuers
that file electronically with the SEC.
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 ITEM 1A.    RISK FACTORS

Investing in our common stock involves a high degree of risk. You should carefully consider the risks described below and the other
information in this Annual Report on Form 10-K. If any of such risks actually occur, our business, operating results or financial condition could
be adversely affected. In those cases, the trading price of our common stock could decline and you may lose all or part of your investment.

 Risks Related to Our Business

Our limited operating history makes it difficult for us to accurately forecast revenues and appropriately plan our expenses.

        We were formed in October 1998 and have a limited operating history. As a result, it is difficult to accurately forecast our revenues and
plan our operating expenses. We base our current and future expense levels on our operating forecasts and estimates of future revenues from
restaurants, which pay us an installation fee for our Electronic Reservation Book, or ERB, a monthly subscription fee and a fee for each
restaurant guest seated through online reservations. Revenues and operating results are difficult to forecast due to the uncertainty of the volume
and timing of obtaining new restaurant customers and of diners seated through OpenTable reservations. Some of our expenses are fixed, and, as
a result, we may be unable to adjust our spending in a timely manner to compensate for any unexpected shortfall in revenues. This inability
could cause our net income in a given quarter to be lower than expected.

The impact of worldwide economic conditions, including the resulting effect on consumer spending, may adversely affect our business,
operating results and financial condition.

        Our performance is subject to worldwide economic conditions and their impact on levels of consumer spending, which may remain
depressed, or be subject to further deterioration, for the foreseeable future. Some of the factors having an impact on discretionary consumer
spending include general economic conditions, unemployment, consumer debt, reductions in net worth, residential real estate and mortgage
markets, taxation, energy prices, interest rates, consumer confidence and other macroeconomic factors. Consumer purchases of discretionary
items generally decline during recessionary periods and other periods in which disposable income is adversely affected. Because spending for
restaurant dining is generally considered to be discretionary, declines in consumer spending may have a more negative effect on our business
than on those businesses that sell products or services considered to be necessities. In particular, a significant majority of our restaurant
customers are fine-dining restaurants which have been particularly affected by economic downturns such as the one we are currently
experiencing.

        Unfavorable changes in the above factors or in other business and economic conditions affecting our restaurant customers and diners could
result in continued reduced traffic in some or all of the restaurants that use our solutions, result in fewer reservations made through our website
or the websites of our partners or restaurant customers and lower our profit margins, cause our restaurant customers to go out of business, cause
our restaurant customers to terminate their subscriptions to our solutions or default on their payment obligations to us and have a material
adverse effect on our financial condition and operating results.

        Moreover, the majority of our restaurant customers are located in major metropolitan areas like New York City and the San Francisco Bay
Area, and to the extent any one of these geographic areas experiences any of the above described conditions to a greater extent than other
geographic areas, the material adverse effect on our financial condition and operating results could be exacerbated.
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We expect a number of factors to cause our operating results to fluctuate on a quarterly and annual basis, which may make it difficult
to predict our future performance.

        Our revenues and operating results could vary significantly from quarter to quarter and year to year because of a variety of factors, many of
which are outside of our control. As a result, comparing our operating results on a period-to-period basis may not be meaningful. In addition to
other risk factors discussed in this section, factors that may contribute to the variability of our quarterly and annual results include:

�
our ability to accurately forecast revenues and appropriately plan our expenses;

�
the impact of worldwide economic conditions, including the resulting effect on consumer spending;

�
our ability to maintain an adequate rate of growth;

�
our ability to effectively manage our growth;

�
our ability to attract new restaurant customers;

�
our ability to increase the number of visitors to our website and convert those visitors into diners who reserve a table using
our website and then dine with our restaurant customers;

�
our ability to retain existing restaurant customers and diners or encourage repeat reservations;

�
our ability to provide a high-quality customer experience through our website and ERB;

�
our ability to successfully enter new markets and manage our international expansion;

�
the impact of fluctuations in currency exchange rates;

�
the effects of increased competition in our business;

�
our ability to keep pace with changes in technology and our competitors;

�
our ability to successfully manage any acquisitions of businesses, solutions or technologies;

�
the success of our marketing efforts;

�
changes in consumer behavior and any related impact on the restaurant industry, especially in the geographic markets where
we operate;
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�
seasonal patterns in restaurant dining;

�
interruptions in service and any related impact on our reputation;

�
the attraction and retention of qualified employees and key personnel;

�
our ability to protect our intellectual property, including our proprietary ERB;

�
costs associated with defending intellectual property infringement and other claims;

�
the effects of natural or man-made catastrophic events;

�
the effectiveness of our internal controls; and

�
changes in government regulation affecting our business.

        As a result of these and other factors, the results of any prior quarterly or annual periods should not be relied upon as indications of our
future operating performance. In addition, our operating results may not meet the expectations of investors or public market analysts who follow
our company.
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Our recent growth rate will likely not be sustainable and a failure to maintain an adequate growth rate will adversely affect our net
income and our business.

        Our revenues have grown rapidly, increasing from $27.2 million in 2006 to $41.1 million in 2007, to $55.8 million in 2008, to
$68.6 million in 2009, representing a compound annual growth rate of 36%. We do not expect to sustain our recent growth rate in future periods,
and you should not rely on the revenue growth of any prior quarterly or annual periods as an indication of our future performance. If we are
unable to maintain adequate revenue growth, our net income will be adversely affected, and we may not have adequate resources to execute our
business strategy.

Growth may place significant demands on our management and our infrastructure.

        We have experienced substantial growth in our business. This growth has placed and may continue to place significant demands on our
management and our operational and financial infrastructure. As our operations grow in size, scope and complexity, we will need to improve and
upgrade our systems and infrastructure to offer an increasing number of customers enhanced solutions, features and functionality. The expansion
of our systems and infrastructure will require us to commit substantial financial, operational and technical resources in advance of an increase in
the volume of business, with no assurance that the volume of business will increase. Continued growth could also strain our ability to maintain
reliable service levels for our customers, develop and improve our operational, financial and management controls, enhance our reporting
systems and procedures and recruit, train and retain highly skilled personnel.

        Managing our growth will require significant expenditures and allocation of valuable management resources. If we fail to achieve the
necessary level of efficiency in our organization as it grows, our business, operating results and financial condition would be harmed.

If we fail to increase the number of our customers or retain existing customers, our revenues and our business will be harmed.

        In the twelve months ended December 31, 2009 almost all of our revenues were generated by our restaurant customers, who pay us a
one-time installation fee, a monthly subscription fee for our ERB and a fee for each restaurant guest seated through online reservations. Our
growth depends in large part on increasing the number of our restaurant customers, increasing the number of visitors to our website and then
converting those visitors into diners who use our website to make restaurant reservations. Either category of customers may decide not to
continue to use our solutions in favor of other means of reserving tables or because of budgetary constraints or other reasons.

        To grow our base of restaurant customers, we must convince prospective restaurant customers of the benefits of our ERB and related
solutions and encourage them to forego the traditional pen-and-paper reservation book to which they are likely accustomed. Due to the
fragmented nature of the restaurant industry, many prospective restaurant customers may not be familiar with our solutions and will generally
favor using more traditional methods of taking reservations.

        To increase the number of diners who use our website, we must convince them of the value of our solutions. Our ability to do so is driven
in large part by increasing the number of restaurant listings available on our website and also by making the diner's visit to our website a
convenient and user-friendly experience.

        We cannot assure you that we will be successful in continuing to expand our restaurant customer base or in continuing to attract diners to
make reservations on our website. Our future sales and marketing efforts may be ineffective. If diners choose not to use our solutions or decrease
their use of our solutions or we are unable to attract new diners, listings on our website could be reduced, search activity on our website could
decline, the usefulness of our solutions could be diminished and we could experience declining revenues.
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We may be unable to successfully execute our business strategy if we fail to continue to provide our customers with a high-quality
customer experience.

        A critical component of our strategy is providing a high-quality customer experience for both restaurants and diners. Accordingly, the
effective performance, reliability and availability of our ERB, website and network infrastructure are critical to our reputation and our ability to
attract and retain customers. In order to provide a high-quality customer experience, we have invested and will continue to invest substantial
resources in our ERB, website development and functionality and customer service operations. If we do not continue to make such investments
and as a result, or due to other reasons, fail to provide a high-quality customer experience, we may lose restaurants and diners from our network,
which could significantly decrease the value of our solutions to both groups. Moreover, failure to provide our customers with high-quality
customer experiences for any reason could substantially harm our reputation and adversely affect our efforts to develop as a trusted website.

We may be unsuccessful in expanding our operations internationally, which could harm our business, operating results and financial
condition.

        In 2004, we established our European headquarters in London and expanded our North American presence in Canada. In 2006, we opened
an office in Tokyo and further expanded our North American presence in Mexico. In 2007, we expanded our European presence with offices in
France, Germany and Spain. Our ability to expand internationally involves various risks, including the need to invest significant resources in
such expansion, the possibility that returns on such investments will not be achieved in the near future and competitive environments with which
we are unfamiliar. Our international operations may not prove to be successful in certain markets. For example, in 2008, we decided to close our
offices in France and Spain. In addition, we have incurred and expect to continue to incur significant expenses in advance of generating material
revenues as we attempt to establish our presence in particular international markets. Our current and any future international expansion plans we
choose to undertake will require management attention and resources and may be unsuccessful. We do not have substantial experience in selling
our solutions in international markets or in conforming to the local cultures, standards or policies necessary to successfully compete in those
markets, and we must invest significant resources in order to build a direct sales force and operational infrastructure in such markets.
Furthermore, in many international markets we are not the first entrant and there exists greater competition with stronger brand names than we
have faced in North American markets. Our ability to expand internationally will also be limited by the demand for our solutions and the
adoption of the Internet in these markets. Different privacy, censorship and liability standards and regulations and different intellectual property
laws in foreign countries may cause our business and operating results to suffer.

        Any future international operations may also fail to succeed due to other risks inherent in foreign operations, including:

�
difficulties or delays in acquiring a network of restaurant customers in one or more international markets;

�
different restaurant preferences and dining patterns than those in North America;

�
varied, unfamiliar and unclear legal and regulatory restrictions;

�
unexpected changes in international regulatory requirements and tariffs;

�
legal, political or systemic restrictions on the ability of U.S. companies to market services or otherwise do business in
foreign countries;

�
less extensive adoption of the Internet as a commerce medium or information source and increased restriction on the content
of websites;
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�
difficulties in staffing and managing foreign operations;

�
greater difficulty in accounts receivable collection;

�
currency fluctuations;

�
potential adverse tax consequences;

�
lack of infrastructure to adequately conduct electronic commerce transactions; and

�
price controls or other restrictions on foreign currency.

        As a result of these obstacles, we may find it impossible or prohibitively expensive to expand internationally or we may be unsuccessful in
our attempt to do so, which could harm our business, operating results and financial condition.

We face risks associated with currency exchange rate fluctuations.

        For the twelve months ended December 31, 2009, we incurred approximately 20% of our operating expenses in pounds sterling, euros, yen
and other foreign currencies, while most of our revenues were denominated in U.S. dollars. Conducting business in currencies other than U.S.
dollars subjects us to fluctuations in currency exchange rates that could have a negative impact on our reported operating results. Fluctuations in
the value of the U.S. dollar relative to other currencies affect our revenues, costs and expenses, and operating margins, and result in foreign
currency transaction gains and losses. To date, we have not engaged in exchange rate hedging activities. Even if we were to implement hedging
strategies to mitigate this risk, these strategies might not eliminate our exposure to foreign exchange rate fluctuations and would involve costs
and risks of their own, such as ongoing management time and expertise, external costs to implement the hedging activities and potential
accounting implications.

The markets for our solutions in North America may become more competitive, and there can be no certainty that we will maintain our
current restaurant customers and diners or attract new restaurants and diners or that our operating margins will not be affected by
competition.

        We expect that the competitive environment for our solutions may become more intense as additional companies enter our North American
markets. Currently, our primary competitors in North America are the pen-and-paper reservation book used by most restaurants and the phone
used by diners. Secondary competitors include companies who provide computerized reservation management systems with a variety of
technologies, as well as allocation-based reservation-taking websites that offer diners the ability to book reservations for a limited selection of
restaurant table inventory. These secondary competitors may enhance their technologies to be more competitive, and additional competitors may
enter our markets in North
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