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NOTE ABOUT FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forwiaiwking statements within the meaning of the Pev@ecurities Litigation Refor
Act of 1995. All statements contained in this Qadyt Report on Form 1@ other than statements of historical fact, inatgdstatemen
regarding our future results of operations andriiai@ position, our business strategy and pland, @ objectives for future operations,
forward{ooking statements. The words "believe," "may,"ll\WiI'estimate," "continue," "anticipate," "interid\expect,” and similar expressic
are intended to identify forward-looking statememé& have based these forwdodking statements largely on our current expewmtatian:
projections about future events and trends thabelieve may affect our financial condition, reswfsoperations, business strategy, shertr
and long-term business operations and objectived, fmancial needs. These forwdobking statements are subject to a number of |
uncertainties and assumptions, including thoseriestin Part II, Item 1A, "Risk Factors" in thisu@rterly Report on Form 1Q- Moreovet
we operate in a very competitive and rapidly chagginvironment. New risks emerge from time to tithés not possible for our managem
to predict all risks, nor can we assess the impaatl factors on our business or the extent tocltiny factor, or combination of factors, r
cause actual results to differ materially from #hantained in any forwarddoking statements we may make. In light of thesks
uncertainties and assumptions, the future everdgrands discussed in this Quarterly Report on Fb@) may not occur and actual res
could differ materially and adversely from thoséicipated or implied in the forward-looking stateme

We undertake no obligation to revise or publicliease the results of any revision to these forvaoeting statements, except as requ
by law. Given these risks and uncertainties, reader cautioned not to place undue reliance on feuafard-looking statements.

Unless expressly indicated or the context requitegrwise, the terms "Facebook,” "company," "wes," and "our" in this docume
refer to Facebook, Inc., a Delaware corporation, ahere appropriate, its wholly owned subsidiariése term "Facebook" may also refe
our products, regardless of the manner in whicly ire accessed. For references to accessing Facehdbe "web" or via a "website," st
terms refer to accessing Facebook on desktop @opal computers. For references to accessing Faketo "mobile," such term refers
accessing Facebook via a mobile application oravimobileoptimized version of our website such as m.facelmmok, whether on a mob
phone or tablet.




LIMITATIONS OF KEY METRICS AND OTHER DATA

The numbers for our key metrics, which include daily active users (DAUs), mobile DAUs, monthly igetusers (MAUs), mobi
MAUSs, and average revenue per user (ARPU), as agltertain other metrics such as mobile-only DAWd eobileonly MAUSs, are
calculated using internal company data based oratfieity of user accounts. While these numbers lmased on what we believe to
reasonable estimates of our user base for thecapygi period of measurement, there are inhereiiealgas in measuring usage of our prod
across large online and mobile populations arobhednorld.

For example, there may be individuals who mainteia or more Facebook accounts in violation of euns of service. We estimate,
example, that "duplicate" accounts (an accountdhaser maintains in addition to his or her priatiaccount) may have represented bet\
approximately 4.3% and 7.9% of our worldwide MAWS2013. We also seek to identify "false" accoumtsich we divide into two categorit
(1) user-misclassified accounts, where users heeated personal profiles for a business, orgamizatr nonhuman entity such as a pet (s
entities are permitted on Facebook using a Pager#ttan a personal profile under our terms ofisejyand (2) undesirable accounts, wl
represent user profiles that we determine are d@erno be used for purposes that violate our texheervice, such as spamming. In 2013
example, we estimate usmiisclassified accounts may have represented betaggroximately 0.8% and 2.1% of our worldwide MABisc
undesirable accounts may have represented betvwmmoxamately 0.4% and 1.2% of our worldwide MAUs.eWelieve the percentage
accounts that are duplicate or false is meaningfolver in developed markets such as the UnitedeStar United Kingdom and higher
developing markets such as India and Turkey. Howeliese estimates are based on an internal redfienlimited sample of accounts and
apply significant judgment in making this deterntioa, such as identifying names that appear todie for other behavior that appe
inauthentic to the reviewers. As such, our estiomtif duplicate or false accounts may not accuyratgpresent the actual number of <
accounts. We are continually seeking to improve ahitity to identify duplicate or false accountsdlaastimate the total number of s
accounts, and such estimates may change due toverpents or changes in our methodology. Due tor@rtievariability in such estimates
particular dates of measurement, we disclose thstimates as a range over a recent period.

Our data limitations may affect our understandifigestain details of our business. For example,lavhserprovided data indicates
decline in usage among younger users, this ageislatareliable because a disproportionate humbesuofyounger users register with
inaccurate age. In the third quarter of 2013, weked with third parties to develop models to moceusately analyze user data by age ir
United States. These models suggested that usageSbyeens overall was stable, but that DAUs amanmger U.S. teens had declined.
data and models we are using are not precise anghoerstanding of usage by age group may not biplete.

Some of our metrics have also been affected byiegijmins on certain mobile devices that automdtioabntact our servers for regu
updates with no user action involved, and thisvitgtican cause our system to count the user agedcwth such a device as an active ust
the day such contact occurs. For example, we egithat less than 5% of our estimated worldwide BAdd of December 31, 2011 resu
from this type of automatic mobile activity, andattihis type of activity had a substantially snraéiéfect on our estimate of worldwide MA
and mobile MAUs. The impact of this automatic atyivwn our metrics varies by geography because laalsiage varies in different region:
the world. In addition, our data regarding the gepbic location of our users is estimated based anmber of factors, such as the user
address and self-disclosed location. These factans not always accurately reflect the user's adagation. For example, a mobitely use
may appear to be accessing Facebook from the docafithe proxy server that the user connectsttterahan from the user's actual locat
The methodologies used to measure user metricsataaype susceptible to algorithm or other techreécadrs. For example, in early June 2!
we discovered an error in the algorithm we usedsiimate the geographic location of our users affected our attribution of certain u
locations for the period ended March 31, 2012. Witils issue did not affect our overall worldwidAU and MAU numbers, it did affect o
attribution of users across different geographgiares. We estimate that the number of MAUs as ofdda&1, 2012 for the United State:
Canada region was overstated as a result of thbelgyrapproximately 3% and this overstatement wWisebby understatements in other regi
The number of such users for the period ended Mai¢l2012 disclosed in "Management's Discussionfaradysis of Financial Condition a
Results of Operations —Frends in Our User Metrics" reflects the reclasaifion to more correctly attribute users by geoli@pegion. Ou
estimates for revenue by user location and revegueser device are also affected by these factors.

We regularly review our processes for calculatihgse metrics, and from time to time we may makesidjents to improve th
accuracy. These adjustments may result in theaeledion of our historical metrics, which are imexl unless otherwise stated. In addit
our DAU and MAU estimates will differ from estimatpublished by third parties due to differencem#thodology. For example, some tl
parties are not able to accurately measure mobéeswor do not count mobile users for certain gsaups or at all in their analyses.

The numbers of DAUs, mobile DAUs, MAUs, mobile MAUsobile-only DAUs and mobilenly MAUs discussed in this Quarte
Report on Form 10-Q, as well as ARPU, do not ineluders of Instagram unless they would otherwisdifgas
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such users, respectively, based on their othevitiesi on Facebook. In addition, other user engaggrmmetrics included herein do not incl
Instagram unless otherwise specifically stated.




PART I—FINANCIAL INFORMATION

Iltem 1. Financial Statement:

FACEBOOK, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
(In millions, except for number of shares and par value)

Assets

Current assets:
Cash and cash equivalents
Marketable securities

(Unaudited)

Accounts receivable, net of allowances for douldftdounts of $33 and $38 as of June 30, 201

and December 31, 2013, respectively
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Goodwill and intangible assets, net
Other assets
Total assets
Liabilities and stockholders' equity
Current liabilities:
Accounts payable
Developer partners payable
Accrued expenses and other current liabilities
Deferred revenue and deposits
Current portion of capital lease obligations
Total current liabilities
Capital lease obligations, less current portion
Other liabilities
Total liabilities
Stockholders' equity:

June 30, December 31,
2014 2013

$ 438 $ 3,328
9,572 8,12¢
1,19( 1,10¢
411 51z
15,55% 13,07(
3,33¢ 2,88
1,672 1,722
20¢€ 221
$ 20,76¢ $ 17,89¢
$ 14 $ 87
17¢€ 181
66€ 55E
53 38
17¢ 23¢
1,214 1,10¢
15¢ 237
1,05¢ 1,08¢
2,42: 2,42¢

Common stock, $0.000006 par value; 5,000 millioasSIA shares authorized, 2,013 million and
1,970 million shares issued and outstanding, incly& million and 6 million outstanding shares
subject to repurchase, as of June 30, 2014 andnibere31, 2013, respectively; 4,141 million CI
B shares authorized, 562 million and 577 millioargs issued and outstanding, including 5 million

and 6 million outstanding shares subject to repasehas of June 30, 2014 and December 31, 2013,

respectively
Additional paid-in capital

Accumulated other comprehensive (loss) income

Retained earnings
Total stockholders' equity
Total liabilities and stockholders' equity

13,75¢ 12,29
(5) 14

4,59: 3,15¢

18,34¢ 15,47(

$ 20,76¢ $ 17,89¢

See Accompanying Notes to Condensed Consolidated Financial Statements.
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(In millions, except per share amounts)

Revenue
Costs and expenses:
Cost of revenue
Research and development
Marketing and sales
General and administrative
Total costs and expenses
Income from operations
Interest and other income/(expense), net
Income before provision for income taxes
Provision for income taxes
Net income
Less: Net income attributable to participating siias

Net income attributable to Class A and Class B comon
stockholders

Earnings per share attributable to Class A and Clas B
common stockholders:

Basic
Diluted
Weighted average shares used to compute earnings pe

share attributable to Class A and Class B common
stockholders:

Basic

Diluted
Share-based compensation expense included in coatsl
expenses:

Cost of revenue

Research and development

Marketing and sales

General and administrative

Total share-based compensation expense

FACEBOOK, INC.
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)

Three Months Ended June 30,

Six Months Ended June 30,

2014 2013 2014 2013
$ 291C $ 181: $ 5,412 3,271
473 465 93¢ 87¢
49z 344 947 637
35¢ 26¢ 681 472
197 17z 384 34¢
1,52( 1,251 2,94¢ 2,33¢
1,39( 562 2,46¢ 93t
Q) (17) 4) (37
1,38¢ 54t 2,46( 89¢
59t 212 1,027 34¢€
$ 791 % 33§ 1,43: 552
3 2 6 3
$ 78¢ % 331 $ 1,42 54¢
$ 031 % 014 $ 0.5¢ 0.2
$ 0.3C $ 0.1 $ 0.5t 0.2Z
2,56( 2,401 2,552 2,39
2,61¢ 2,50z 2,60¢ 2,49¢
$ 16 $ 11 $ 28 18
21¢ 151 40C 26¢
5C 33 93 57
29 28 67 5C
$ 314 % 224 % 58¢ 394

See Accompanying Notes to Condensed Consolidated Financial Statements.




FACEBOOK, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(In millions)
(Unaudited)
Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013
Net income $ 791 % 33 $ 1,43 $ 552
Other comprehensive income (loss):
Change in foreign currency translation adjustment (20) (13 (22) (32
Change in unrealized gain/loss on available-foe-sal
investments, net of tax — 3 2 ©)]
Change in unrealized gain/loss on derivative, fiédo — 2 — 3
Comprehensive income $ 771 % 31¢ $ 141 $ 521

See Accompanying Notes to Condensed Consolidated Financial Statements.
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FACEBOOK, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In millions)
(Unaudited)
Six Months Ended June 30,
2014 2013
Cash flows from operating activities
Net income $ 1,43: % 552
Adjustments to reconcile net income to net caskigeal by operating activities:
Depreciation and amortization 521 462
Lease abandonment (26) 65
Share-based compensation 58¢ 394
Deferred income taxes (34) 19
Tax benefit from share-based award activity 87t 14¢
Excess tax benefit from share-based award activity (883) (15%)
Other 3 20
Changes in assets and liabilities:
Accounts receivable (82 (62)
Prepaid expenses and other current assets 10 42¢
Other assets 18 (44
Accounts payable 69 2
Developer partners payable (5) 3
Accrued expenses and other current liabilities 75 9
Deferred revenue and deposits 15 2
Other liabilities 49 197
Net cash provided by operating activities 2,62¢ 2,041
Cash flows from investing activities
Purchases of property and equipment (832) (59%5)
Purchases of marketable securities (4,487) (3,460
Sales of marketable securities 1,96¢ 1,27¢
Maturities of marketable securities 1,074 2,17¢
Acquisitions of businesses, net of cash acquined pairchases of intangible assets (29 (221
Other investing activities, net 3 3
Net cash used in investing activities (2,294 (829
Cash flows from financing activities
Taxes paid related to net share settlement of yquitirds 3 (55¢)
Proceeds from exercise of stock options 2 10
Principal payments on capital lease obligations (150 (200
Excess tax benefit from share-based award activity 88:< 15E
Net cash provided by (used in) financing activities 732 (599
Effect of exchange rate changes on cash and casvaénts 3) (7
Net increase in cash and cash equivalents 1,061 617
Cash and cash equivalents at beginning of period 3,328 2,38¢
Cash and cash equivalents at end of period $ 4,38: $ 3,001

See Accompanying Notes to Condensed Consolidated Financial Statements.

9




FACEBOOK, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In millions)
(Unaudited)
Six Months Ended June 30,
2014 2013
Supplemental cash flow data
Cash paid during the period for:
Interest $ 8 $ 26
Income taxes $ 61 $ 18
Cash received during the period for:
Income taxes $ 2 3 41¢
Non-cash investing and financing activities:
Net change in accounts payable and accrued expandesther current liabilities related to
property and equipment additions $ 18 3 (5
Property and equipment acquired under capital fease $ — 3 11
Fair value of shares issued related to acquisitiditmisinesses $ —  $ 77

See Accompanying Notes to Condensed Consolidated Financial Statements.
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FACEBOOK, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

Note 1. Summary of Significant Accounting Policie
Basis of Presentatiol

The accompanying unaudited condensed consolidétedcial statements have been prepared in accardaitb generally accept
accounting principles in the United States (GAAR{ applicable rules and regulations of the Seasriind Exchange Commission regar
interim financial reporting. Certain informationdanote disclosures normally included in the finahstatements prepared in accordance
GAAP have been condensed or omitted pursuant tb siles and regulations. As such, the informatieeiuded in this quarterly report
Form 106 should be read in conjunction with the consoliddinancial statements and accompanying noteaded in our Annual Report
Form 10-K for the fiscal year ended December 31,320

The condensed consolidated balance sheet as ofribec81, 2013ncluded herein was derived from the audited finalnstatements
of that date, but does not include all disclosumekiding notes required by GAAP.

The condensed consolidated financial statementkidacthe accounts of Facebook, Inc. and its whallyned subsidiaries. /
intercompany balances and transactions have begimaied.

The accompanying condensed consolidated finantatéraents reflect all normal recurring adjustmergsessary to present fairly
financial position, results of operations, and cialvs for the interim periods, but are not necegsandicative of the results of operations tc
anticipated for the full year ending December 311 2.

There have been no changes to our significant aticmupolicies described in our Annual Report omrd.0K for the fiscal year end:
December 31, 2013 that have had a material impaotio condensed consolidated financial statememntgelated notes.

Use of Estimates

Conformity with GAAP requires the use of estimatesl judgments that affect the reported amountshéndondensed consolida
financial statements and accompanying notes. Téstmates form the basis for judgments we maketabewcarrying values of our assets
liabilities, which are not readily apparent fronhet sources. We base our estimates and judgmerttigstamical information and on varic
other assumptions that we believe are reasonalder uhe circumstances. GAAP requires us to makmatds and judgments in several ar
including, but not limited to, those related to eaue recognition, collectability of accounts reedie, contingent liabilities, fair value
financial instruments, fair value of acquired irgdole assets and goodwill, useful lives of intahgibssets and property and equipment,
income taxes. These estimates are based on manatekmwledge about current events and expectatbout actions we may undertak
the future. Actual results could differ materiditgm those estimates.

Recent Accounting Pronouncemen

In May 2014, the Financial Accounting Standardaloissued guidance related to revenue from castraith customers. Under tl
guidance, revenue is recognized when promised goosisrvices are transferred to customers in aruabtbat reflects the consideration th:
expected to be received for those goods or servides updated standard will replace most existevgnue recognition guidance under G/
when it becomes effective and permits the usethéethe retrospective or cumulative effect traasimethod. Early adoption is not permiti
The updated standard will be effective for us ia finst quarter of 2017. We have not yet selectdérhasition method and we are curre
evaluating the effect that the updated standardhaile on our consolidated financial statementsrateded disclosures.

Note 2. Earnings per Share

We compute earnings per share (EPS) of Class AGlass B common stock using the telass method required for participal
securities. We consider restricted stock awardsetparticipating securities because holders of sheles have ndiorfeitable dividend righ
in the event of our declaration of a dividend forramon shares.

Undistributed earnings allocated to participatimgigities are subtracted from net income in deteimgi net income attributable
common stockholders. Basic EPS is computed by idigidet income attributable to common stockholdsrshe weightedsverage number
shares of our Class A and Class B common stockamuaig, adjusted for outstanding shares thatwvgest to repurchase.
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For the calculation of diluted EPS, net incomeilaable to common stockholders for basic EPS jasteld by the effect of dilutiy
securities, including awards under our equity comspdon plans. In addition, the computation of dileated EPS of Class A common st
assumes the conversion of our Class B common gt&ass A common stock, while the diluted EPS &£s€ B common stock does
assume the conversion of those shares to Classnnoo stock. Diluted EPS attributable to commonidiotders is computed by dividing 1
resulting net income attributable to common stoddtéis by the weighted-average number of fully étitommon shares outstanding.

We have excluded 18 million and 10 million resetttstock units (RSUs) from the EPS calculationtfier three and simonths ende
June 30, 2014 , respectively, and 50 million andri2on RSUs for the three and six months endeteJ80, 2013 respectively, because
impact would be anti-dilutive.

Basic and diluted EPS are the same for each cfagsmmon stock because they are entitled to theedmmidation and dividend rights.
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The numerators and denominators of the basic alledi EPS computations for our common stock wetleutsted as follows (i
millions, except per share amounts):

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013
Class A Class B Class A Class B Class A Class B Class A Class B
Basic EPS:
Numerator

Net income $ 617 $ 174 % 245 $ 88 $ 1,11¢ $ 317 $ 40C $ 152
Less: Net income attributable
to participating securities 2 1 2 — 5 1 2 1

Net income attributable to
common stockholders $ 61t $ 172 $ 245 $ 88 $ 1,111 $ 31€ $ 396 $ 151

Denominator
Weighted average shares

outstanding 2,00z 56¢ 1,77¢ 644 1,992 571 1,744 66¢
Less: Shares subject to
repurchase 5 5 7 9 5 6 5 1C
Number of shares used for
basic EPS computation 1,99 562 1,772 63E 1,981 56E& 1,73¢ 65¢
Basic EPS $ 031 $ 031 $ 014 $ 014 $ 056 $ 056 $ 02z $ o0.2¢
Diluted EPS:
Numerator
Net income attributable to
common stockholders $ 61t $ 172 $ 24 % 88 $ 1,111 $ 31€ $ 39¢ % 151

Reallocation of net income

attributable to participating

securities 3 — 2 — 6 — 3 —
Reallocation of net income as

result of conversion of Class |

to Class A common stock 17z — 88 — 31€ — 151 —

Reallocation of net income to
Class B common stock — 7 — 10 — 14 — 17

Net income attributable to
common stockholders for
diluted EPS $ 791 $ 18C $ 332 $ 98 $ 1,43 $ 33C $ 55z $ 16¢€

Denominator
Number of shares used for

basic EPS computation 1,99 562 1,77z 63E 1,981 56¢& 1,73¢ 65¢
Conversion of Class B to
Class A common stock 565 — 63E — 56& — 65€ —

Weighted average effect of
dilutive securities:

Employee stock options 13 13 73 73 14 14 75 75
RSUs 36 17 19 19 36 17 22 22
Shares subject to repurchase 6 4 3 3 7 4 5 5

Number of shares used
for diluted EPS
computation 2,61t 597 2,50z 73C 2,60¢ 60C 2,49¢ 76C

Diluted EPS $ 03 $ 03¢ $ 012 $ 01z $ OBt $ 058 $ 022 $ 0.2
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Note 3. Cash, Cash Equivalents and Marketable Securiti¢

The following table sets forth the cash, cash esjaivts and marketable securities (in millions):

June 30, 2014 December 31, 2013
Cash and cash equivalents:
Cash $ 1,35 % 1,044
Cash equivalents:
Money market funds 2,95¢ 2,27¢
U.S. government agency securities 71 —
Total cash and cash equivalents 4,38¢ 3,32¢
Marketable securities:
U.S. government securities 6,43¢ 5,68
U.S. government agency securities 3,13¢ 2,43¢
Total marketable securities 9,57 8,12¢
Total cash, cash equivalents and marketable sisurit $ 13,95¢ $ 11,44¢

The gross unrealized gains or losses on our mdnleet®curities as of June 30, 2014 and Decembe2®I3were not significant. |
addition, there were no securities in a contindoss position for 12 months or longer as of June284 and December 31, 2013 .

The following table classifies our marketable sémg by contractual maturities (in millions):

June 30, 2014

Due in one year $ 6,23
Due in one to two years 3,34(
Total $ 9,57:
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Note 4. Fair Value Measurement:

Assets and liabilities measured at fair value oacairring basis are summarized below (in millions):

Fair Value Measurement at
Reporting Date Using

Quoted Prices Significant
in Active Other Significant
Markets for Observable Unobservable
Identical Assets Inputs Inputs
Description June 30, 2014 (Level 1) (Level 2) (Level 3)
Cash equivalents:
Money market funds $ 2,95¢ % 2,95¢ % — % —
U.S. government agency securities 71 71 — —
Marketable securities:
U.S. government securities 6,43¢ 6,43¢ — —
U.S. government agency securities 3,13¢ 3,13¢ — —
Total cash equivalents and marketable securities $ 12,60: $ 12,60: $ — 3 —
Fair Value Measurement at
Reporting Date Using
Quoted Prices Significant
in Active Other Significant
Markets for Observable Unobservable
Identical Assets Inputs Inputs
Description December 31, 2013 (Level 1) (Level 2) (Level 3)
Cash equivalents:
Money market funds $ 2,27¢  $ 2,27¢  $ — —
Marketable securities:
U.S. government securities 5,681 5,68 — —
U.S. government agency securities 2,43¢ 2,43¢ — —
Total cash equivalents and marketable securities $ 10,40 $ 10,40t $ —  $ —
Note 5. Property and Equipment
Property and equipment consisted of the followingngillions):
June 30, December 31,
2014 2013
Network equipment $ 255 % 2,351
Land 45 45
Buildings 1,17¢ 1,071
Leasehold improvements 25¢ 203
Computer software, office equipment and other 121 95
Construction in progress 63€ 377
Total 4,79¢ 4,14;
Less: Accumulated depreciation (1,460 (1,260
Property and equipment, net $ 333 § 2,882

Construction in progress includes costs primamhated to the construction of data centers, expansi our corporate headquarter
Menlo Park, California and network equipment infrasture to support our data centers around thddwlve did not capitalize any inter
during the three and six months ended June 30, 20#ldinterest capitalized during the three andnsonths ended June 30, 204@s no
material.
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Note 6. Goodwill and Intangible Asset:

During the six months ended June 30, 20ide completed multiple business acquisitions whigre not material to our conden
consolidated financial statements individually rothe aggregate.

The changes in the carrying amount of goodwilltfe six months ended June 30, 2014 are as follmasi{lions):

Balance as of December 31, 2013 $ 83¢
Goodwill acquired 16
Effect of currency translation adjustment 2
Balance as of June 30, 2014 $ 857

Intangible assets consisted of the following (itlions):

June 30, 2014 December 31, 2013
Useful lives from date Gross Net Gross Net
of acquisitions (in Carrying Accumulated Carrying Carrying Accumulated Carrying
years) Amount Amortization Amount Amount Amortization Amount
Amortizable intangible assets:
Acquired patents 2-18 $ 772 % (191) $ 58z ¢ 772 % (142 $ 631
Acquired technology 2-10 241 (86) 15t 227 (65) 162
Tradename and other 2-10 13¢€ (60) 78 13¢ (48) 9C
Total $ 1,152 $ (337) $ 81t $ 1,13¢ $ (255 $ 88:

Amortization expense of intangible assets was $4iliom and $82 million for the three and six montesded June 30, 2014
respectively, and $36 million and $69 million fbetthree and six months ended June 30, 2013 ,atbsglg.

As of June 30, 2014estimated amortization expense for the unamat@ejuired intangible assets for the next five yeaud thereafter
as follows (in millions):

The remainder of 2014 $ 79
2015 151
2016 13¢€
2017 117
2018 82
2019 64
Thereafter 184

$ 81t

Note 7. Long-term Debt

In August 2013, we entered into a fiwear senior unsecured revolving credit facility Y3GRevolving Credit Facility) that allows us
borrow up to $6.5 billion to fund working capitaiéageneral corporate purposes with interest payablthe borrowed amounts setl#BOR
plus 1.0% , as well as an annual commitment fé& f#%on the daily undrawn balance of the facility. Wédparigination fees at closing of t
2013 Revolving Credit Facility, which fees are lgeamortized over the term of the facility. Any amtsioutstanding under this facility will
due and payable on August 15, 2018. As of Jun@D4 , ncamounts had been drawn down and we were in conggliaith the covenar
under this facility.

Note 8. Commitments and Contingencie
Leases

We entered into various capital lease arrangenterdbtain property and equipment for our operatidwitionally, on occasion we ha
purchased property and equipment for which we hawvesequently obtained capital financing under kaeeback transactions. Th
agreements are typically for three years , excaph building lease which is for 15 years , with
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interest rates ranging from 1% to 13%he leases are secured by the underlying leasiédintys, leasehold improvements, and equipment
have also entered into various ncemcelable operating lease agreements for cerfaourooffices, equipment, land and data centerd
original lease periods expiring between 2014 ar@B2We are committed to pay a portion of the relateial operating expenses under ce
of these lease agreements. Certain of these amemge have free rent periods or escalating rentnpay provisions, and we recognize
expense under such arrangements on a straigHtdisie.

Operating lease expense was $33 million and $6Bomilor the three and six months ended June 304 20espectively, an$i32 million
and $73 million for the three and six months endiege 30, 2013 , respectively.

Other Agreements

In February 2014, we entered into an agreementdaiee WhatsApp Inc. (WhatsApp), a privately-hetdssplatform mobile messagil
company, for 183,865,778 shares of our Class A comstock and approximately $4 billiam cash, subject to certain adjustments such k&
cash paid will comprise at least 25% of the aggeegansaction consideration. After closing, weoagpect to grant approximatel$ million
RSUs to WhatsApp employees. The value of the equitmponent of the final purchase price and RSUstgdawill be determined f
accounting purposes based on the fair value ofcomnmon stock on the closing date. This acquisii®rsubject to customary closi
conditions, including certain regulatory approvasd is expected to close in the second half ofi2@le have agreed to pay a terminatior
to WhatsApp of $1 billion in cash and issue a nundfeshares of our Class A common stock equal tbiibn , based on the average clos
price of the terirading days preceding such termination, if thesiclg of this acquisition has not occurred by Audi#t2014. This date may
extended by us to August 19, 2015, if as of Audi®t2014, certain closing conditions applicabl&azebook (other than the receipt of cel
regulatory approvals) have been satisfied. We otlg@xpect these conditions will be satisfied and thatwill extend the date to August
2015.

In April 2014, we entered into a non-cancelableti@aiual commitment to spend a minimum of $140iomlbn network services ove
period of 10 years .

Contingencies

Beginning on May 22, 2012, multiple putative classions, derivative actions, and individual actierese filed in state and federal col
in the United States and in other jurisdictionsiagfaus, our directors, and/or certain of our a@ffi alleging violation of securities laws
breach of fiduciary duties in connection with omitial public offering (IPO) and seeking unspedaifidamages. We believe these lawsuit:
without merit, and we intend to continue to vigastyudefend them. The vast majority of the caseth@United States, along with multi
cases filed against The NASDAQ OMX Group, Inc. dit Nasdaq Stock Market LLC (collectively refertedherein as NASDAQ) allegil
technical and other trading-related errors by NAEDIA connection with our IPO, were ordered cergaalifor coordinated or consolidated pre
trial proceedings in the U.S. District Court foetBouthern District of New York. In a series ofimgk in 2013 and 2014, the court denied
motion to dismiss the consolidated securities cit®on and granted our motions to dismiss thevdtvie actions against our directors
certain of our officers. The plaintiffs in four tfese derivative actions have filed notices of apde addition, the events surrounding our
became the subject of various state and federargawent inquiries. In May 2014, the Securities Brdhange Commission (SEC) naotifiec
that it had terminated its inquiry and that no eoément action had been recommended by the SEC.

We are also party to various legal proceedings @aiins that arise in the ordinary course of busingsamong these legal matte
Rembrandt Social Media, LP v. Facebook, Inc, et al ., was pending in the U.S. District Court for thaskern District of Virginia. |
Rembrandt , the plaintiff alleged that we infringe certaint@ats held by the plaintiff. The plaintiff was s@&k significant monetary damag
and equitable relief. A jury trial in this mattevok place the week of June 9, 2014. The jury resdlex verdict in our favor, finding
infringement and that all asserted patents ardithva

With respect to our outstanding legal matters, wkele that the amount or estimable range of restslgrpossible loss will not, eitr
individually or in the aggregate, have a materiase effect on our business, consolidated firdnpmsition, results of operations, or ¢
flows. However, the outcome of litigation is inhetly uncertain. Therefore, if one or more of thésgal matters were resolved against u
amounts in excess of management's expectationgesuits of operations and financial condition,liding in a particular reporting peric
could be materially adversely affected.

Note 9. Stockholders' Equity
Share-based Compensation Plans

We maintain two sharbased employee compensation plans: the 2012 Etpégntive Plan (2012 Plan) and the 2005 Stock
(collectively, Stock Plans). Our 2012 Plan seng&tha successor to our 2005 Stock Plan and profaddlse issuance
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of incentive and nonstatutory stock options, regtd stock awards, stock appreciation rights, R®lgormance shares and stock bonus
qualified employees, directors and consultantsstaatling awards under the 2005 Stock Plan contmbe subject to the terms and condit
of the 2005 Stock Plan. The maximum term for stopkons granted under the 2012 Plan may not exteegeardrom the date of grant. O
2012 Plan will terminate ten years from the datapgroval unless it is terminated earlier by ounpensation committee.

We have initially reserved 25,000,06Rares of our Class A common stock for issuancemodr 2012 Plan, which amount increase
the first day of January of each year through 20@2d on a formula or as determined by the boadireftors. Our board of directors elec
not to increase the number of shares reservedgaance in 2014. In addition, shares availablgfant under the 2005 Stock Plan, which v
reserved but not issued or subject to outstandivagds under the 2005 Stock Plan as of the effeckate of our IPO, were added to the rese
of the 2012 Plan and shares that were withhel®imection with the net settlement of RSUs were abitted to the reserves of the 2012 |
In January 2014, we began requiring that emploge#is portion of the shares that they receive upernvesting of RSUs in order to cover
required withholding taxes, rather than our presiapproach of net share settlement.

In February 2014, we terminated our 2005 OfficBtah as the only outstanding option issued undsiplan had been exercised in full.

The following table summarizes the stock optionvétgtunder the Stock Plans during the six monthdezl June 30, 2014 :

Shares Subject to Options Outstanding

Weighted-
Weighted Average
Average Remaining Aggregate
Number of Exercise Contractual Intrinsic
Shares Price Term Value @
(in thousands) (in years) (in millions)
Balance as of December 31, 2013 22,10 $ 3.5¢
Stock options exercised (3,420 0.3¢
Balance as of June 30, 2014 18,68: $ 4.1¢ 4.47 $ 1,18(
Stock options vested and expected to vest as e&f 3002014 18,66¢ $ 4.1¢ 4.46 $ 1,17¢
Stock options exercisable as of June 30, 2014 14,80¢ g 2 2¢ 4.04 $ 967

Q) The aggregate intrinsic value is calculated aglifierence between the exercise price of the ugthgylstock option awards and the closing priceuw
Class A common stock of $67.29 on June 30, 2014 .

The aggregate intrinsic value of options exercised $43 million and $204 million for the three asid months ended June 30, 2014
respectively, and $269 million and $580 million fbe three and six months ended June 30, 201Bectsgely.

The following table summarizes the activities for anvested RSUs for the six months ended Jun2CBie} :

Unvested RSUs

Weighted Average Grant Date
Number of Shares Fair Value

(in thousands)

Unvested at December 31, 2013 103,97 $ 27.3(
Granted 21,06( 67.5¢
Vested (24,487 24.3¢
Forfeited (4,269 33.37

Unvested at June 30, 2014 96,28t g 36.5¢

The fair value as of the respective vesting datéd3iJs that vested during the three and six moatised June 30, 2014 was $589
million and $1.54 billion , respectively, and $3#8lion and $828 million , respectively, during tileee and six months ended June 30, 2013

As of June 30, 2014 , there was $3.34 billion akengnized share-based compensation expense, cif $8i12 billionis related to RSU
and $222 millionis related to restricted shares and stock optibh& unrecognized compensation expense is expézted recognized ovel
weighted-average period of approximately threegear
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Note 10Income Taxe!

Our tax provision for interim periods is determinezing an estimate of our annual effective tax, ratusted for discrete items arising
that quarter. In each quarter we update our estimfithe annual effective tax rate, and if ourmeated annual tax rate changes, we mz
cumulative adjustment in that quarter. Our quartésik provision, and our quarterly estimate of annual effective tax rate, are subjec
significant volatility due to several factors, inding our ability to accurately predict our incoifiess) before provision for income taxe:
multiple jurisdictions, including the portions ofiosharebased compensation that will not generate tax litspahd the effects of acquisitic
and the integration of those acquisitions. In addjtour effective tax rate can be more or lesatiel based on the amount of income be
provision for income taxes.

Our effective tax rate has exceeded the U.S. stgtuate primarily because of the effect of nonlible shardsased compensation ¢
the impact of acquiring intellectual property antegrating it into our business. Our effective tate in the future will depend on the portiol
our profits earned within and outside the Unitedt&t, which will also be affected by our method@edor valuing our intellectual prope
and intercompany transactions.

We are subject to taxation in the United Statesambus other state and foreign jurisdictions. Tieerial jurisdictions in which we ¢
subject to potential examination include the UniBtdtes and Ireland. We are under examination éyrtternal Revenue Service (IRS) for
2008, 2009 and 2010 tax years. We believe thatustegmounts have been reserved for any adjustiettsnay ultimately result from the
examinations, and we do not anticipate a signifigampact to our gross unrecognized tax benefithiwithe next 12 months related to tr
years. Our 2011 and subsequent tax years remajecstb potential examination by the IRS and afl yaars starting in 2008 remain subjec
potential examination in Ireland. We remain subjegbossible examinations or are undergoing aundit@rious other jurisdictions that are
anticipated to be material to our financial statetae

Although the timing of the resolution, settlemeantd closure of any audit is highly uncertain, itéasonably possible that the balanc
gross unrecognized tax benefits could significaokignge in the next 12 months. However, given tivalrer of years remaining that are sut
to examination, we are unable to estimate theréwlje of possible adjustments to the balance afsgunarecognized tax benefits.

Note 11 Geographical Information

Revenue by geography is based on the billing addséshe marketer or developer. The following tabdet forth revenue and propt
and equipment, net by geographic area (in millions)

Three Months Ended June 30, Six Months Ended June 30,

2014 2013 2014 2013
Revenue:
United States $ 1,26(C $ 81t $ 2,38¢ % 1,49¢
Rest of the world” 1,65( 99t 3,02¢ 1,772
Total revenue $ 291C $ 1,81 % 541: $ 3,271
2) No individual country exceeded 10% of our totalaewe for any period present

June 30, December 31,
2014 2013

Property and equipment, net:
United States $ 2,702 % 2,36¢
Sweden 46€ 41k
Rest of the world 16€ 99
Total property and equipment, net $ 333« $ 2,88:

Note 12 Subsequent Event

In July 2014, we completed our acquisition of OsuMR, Inc., a privatelfreld company developing virtual reality technologyr,
23,071,377 shares of our Class B common stock § Billion based on the fair value of our common stock onefiective date of tr
acquisition) and approximately $400 million in caBlrther, up to an additional 3,460,706 sharesuofClass B common stock a@0 million
in cash will be payable upon the completion of @armilestones. The eaout portion that would be payable to employee gtiders is als
subject to continuous employment through the applee payment dates.
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Given the timing of the completion of the acqudsiti we are currently in the process of valuingabsets acquired and liabilities assu
in the acquisition. As a result, we are unablertavjgle the amount recognized as of the acquistiate for the major classes of assets acq
and liabilities assumed and certain disclosuretapeng to the contingent considerations. We withyide these disclosures in our Quart
Report on Form 10-Q for the third quarter of 2014.
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Item 2. Management's Discussion and Analysis of Financial@dition and Results of Operation

You should read the following discussion of our financial condition and results of operations in conjunction with the condensed consolidated
financial statements and the notes thereto included elsewhere in this Quarterly Report on Form 10-Q and with our audited consolidated
financial statements included in our Annual Report on Form 10-K for the year ended December 31, 2013 , as filed with the Securities and
Exchange Commission. In addition to historical condensed consolidated financial information, the following discussion contains forward-
looking statements that reflect our plans, estimates, and beliefs. Our actual results could differ materially from those discussed in the forward-
looking statements. Factors that could cause or contribute to these differences include those discussed below and elsewhere in this Quarterly
Report on Form 10-Q, particularly in Part 11, Item 1A. "Risk Factors." For a discussion of limitations in the measurement of certain of our user
metrics, see the section entitled "Limitations of Key Metrics and Other Data" in this Quarterly Report on Form 10-Q.

Overview
Our mission is to give people the power to shackraake the world more open and connected.
We build products that support our mission by dénegtitility for people who use Facebook, marketars] developers:

People. We enable people who use Facebook to stay connedtiedheir friends and family, to discover whatgsing on in the worl
around them, and to share and express what maitérem to the people they care about.

Marketers. We enable marketers to engage with more than 1liBrbimonthly active users (MAUs) on Facebook or subsétsur user
based on information they have chosen to shareuwsitbuch as their age, location, gender, or irteres

Developers. We enable developers to use Facebook's developacesto build, grow and monetize their mobile ameb applicatior
more rapidly and successfully.

We generate substantially all of our revenue fralveatising and from fees associated with our Paymisrfrastructure that enables u:
to purchase virtual and digital goods from devetep®uring the three and six months ended Jun@2304 , we recorded revenue $2.91
billion and $5.41 billion , respectively, incomein operations of $1.39 billion and $2.46 billiorespectively, and net income $791 millior
and $1.43 billion , respectively.

21




Trends in Our User Metrics

The numbers for our key metrics, our daily actisens (DAUs), mobile DAUs, MAUs, mobile MAUs and axge revenue per u:
(ARPU), and certain other metrics such as mobilg-&@AUs and mobilesnly MAUs, do not include Instagram users unlessy tivoulc
otherwise qualify as such users, respectively, dasetheir other activities on Facebook. In additiother user engagement metrics dc
include Instagram unless otherwise specificallyesta

Trends in the number of users affect our revenukfimancial results by influencing the number o ack are able to show, the valu
our ads to marketers, the volume of Payments tctioss, as well as our expenses and capital expeadi

« Daily Active Users (DAUs)We define a daily active user as a registered Fasdehser who logged in and visited Facebook thr
our website or a mobile device, used our Messeagey or took an action to share content or actiwity his or her Facebook frier
or connections via a thirgarty website or application that is integratechviiicebook, on a given day. We view DAUs, and DABs
percentage of MAUs, as measures of user engagement.

Daily Active Users
Worldwide
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Note: For purposes of reporting DAUs, MAUs, and ARPU by geographic region, Europe includes all usersin Russia and Turkey, Asia includes all usersin Australia and
New Zealand, and Rest of World includes all usersin Africa, Latin America, and the Middle East.
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Worldwide DAUSs increased 19% to 829 million on age during June 2014 from 699 million during Juf&é2®. We experience
growth in DAUs across major markets including IndBaazil, and the United States. Overall growttDiaUs was driven by increas
mobile usage of Facebook. The number of DAUs agug$sacebook on personal computers decreased & 2ticompared to tt
same period in 2013We believe that use of Facebook through persmmaputers will continue to decline worldwide, inding in key
markets such as the United States and other deactimarkets in Europe and Asia.

Mobile DAUs. We define a mobile DAU as a user who accesseélfeak via a mobile application or via mobile versicof ou
website such as m.facebook.com, whether on a mpbdee or tablet, or used our Messenger app owvea giay.

Worldwide mobile DAUs increased 39% to 654 million average during June 2014 from 469 million durduge 2013 In all
regions, an increasing number of our DAUs are ategd-acebook through mobile devices, with useBrazil, India, and the Unite
States representing key sources of mobile DAU dgnawt average during June 2014 as compared to the pariod during 20130r
average during the month ended June 30, 2014, there 488 millionDAUs who accessed Facebook solely through m
applications or our mobile website , increasing 58%mn 313 million mobile-only DAUs during the sanperiod in 2013. The
remaining mobile DAUs accessed Facebook from betisgnal computers and mobile devices . We antigiffait growth in mobi
users will continue to be the driver of our useavgh for the foreseeable future.
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Monthly Active Users (MAUs)We define a monthly active user as a registereelbauk user who logged in and visited Facebook
through our website or a mobile device, used ousddager app, or took an action to share conteanttivity with his or her Facebook
friends or connections via a third-party websit@pplication that is integrated with Facebook hia kast 30 days as of the date of
measurement. MAUs are a measure of the size dflobal active user community.

Monthly Active Users
Worldwide
(in millians)

1,500
1,276 1317
1188

1,228
1,250 Rt
1,007 A0

1,000
750
500
250
0

Juni 30 Sep 30 Dec 31 Mar 31 Jun 30 Sep 30 Dec 31 Mar 31 Jun 30 Sep 30 Dec 31 Mar 31 Jun 30
2011 2011 2011 2042 2042 2012 012 2003 2043 2013 2013 2014 2004

Monthly Active Users Maonthly Active Users
Us & Canada Europe
(in millions) (in millions)
300 300 376 282 80 292
253
250 250 233
204
19 195 1398 199 201
200 s 176 179 186 189 200
150 150
100 100
50 50
[v] ]
Jun 30 Sep 30 Dec 31 Mar 31 Jun 30 Sep 30 Dec 31 Mar 31 Jun 30 Sep 30 Dec 31 Mar 31 Jun 30 Jun 30 Sep 30 Dec 31 Mar 31 Jun 30 Sep 30 Dec 31 Mar 31 Jun 30 Sep 30 Dec 31 Mar 31 Jun 30
2011 2011 2001 2012 2012 2012 X012 2013 2013 2043 2013 2004 2014 2011 2011 2011 2012 2002 2012 2002 2013 2013 2003 2013 2004 2004
Monthly Active Users Monthly Active Users
Asia Rest of World
(in millions) (in millions)
450 410 450 o 411
400 168 400 i 376
350 19 150 s0s 37
300 300 e 28
245
250 250 228
207
200 200 183
150 150
100 100
50 50
4] 4]
Jun 30 Sep 30 Dec 31 Mar 31 Jun 30 Sep 30 Dec 31 Mar 31 Jun 30 Sep 30 Dec 31 Mar 31 Jun 30 Jun 30 Sep 30 Dec 31 Mar 31 Jun 30 Sep 30 Dec 31 Mar 31 Jun 30 Sep 30 Dec 31 Mar 31 Jun 30
2011 2011 2011 2002 2012 2002 2012 2013 2013 2013 2013 2014 2014 2011 2011 2011 2002 2012 2012 2012 2013 2013 2013 2013 2014 2014

As of June 30, 2014 , we had 1.32 billion MAUSs,iacrease of 14% from June 30, 2018sers in India and Brazil represented
sources of growth in the second quarter of 201ative to the same period in 2018verall growth in MAUs was driven by increa
mobile usage of Facebook. The number of MAUs adogdsacebook on personal computers decreased e Zicompared to tt
same period in 2013. We believe that use of Fadetitough personal computers will continue to dexlivorldwide, including in ke
markets such as the United States and other deactimarkets in Europe and Asia.
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Mobile MAUs . We define a mobile MAU as a user who accessed Bakebia a mobile application or via mobile versiasfsoul
website such as m.facebook.com, whether on a mphdee or tablet, or used our Messenger app dthmgeriod of measurement.

Worldwide mobile MAUs increased 31% to 1.07 billias of June 30, 2014 from 819 million as of June2®13. In all regions, a
increasing number of our MAUs are accessing Fadelomugh mobile devices, with users in India, Braand the United Stat
representing key sources of mobile MAU growth ather second quarter of 2014 as compared to the panm in 2013 There wer
399 million mobile MAUs who accessed Facebook solely througbilm@pplications or our mobile website during thenth ende
June 30, 2014 , increasing 82% from 219 millionimyithe same period in 2013 . The remaining 67lionimobile MAUs accesst
Facebook from both personal computers and mobilees during June 2014AVe anticipate that growth in mobile users wilhtioue
to be the driver of our user growth for the foredse future.
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Trends in Our Monetization by User Geography

We calculate our revenue by user geography basediioestimate of the geography in which ad impmssare delivered or virtual a
digital goods are purchased. We define ARPU agatat revenue in a given geography during a giveargr, divided by the average of
number of MAUs in the geography at the beginnind and of the quarter. The geography of our usdexiafour revenue and financial res
because we currently monetize users in differengmephies at different average rates. Our revendeARPU in regions such as United St
& Canada and Europe are relatively higher due eécsthe and maturity of those advertising marketselsas our greater sales presence an
number of payment methods that we make availabladrketers and users. For example, ARPU for anageeuser in the secongiarter o
2014 in United States & Canada was approximatelyisies higher than for an average user in Asia.
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Note: Our revenue by user geography in the charts above is geographically apportioned based on our estimation of the geographic location of our users when they perform a
revenue-generating activity. This allocation differs from our revenue by geography disclosure in our condensed consolidated financial statements where revenue is geographically
apportioned based on the location of the marketer or developer.
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During the second quarter of 2014 , worldwide ARR&5 $2.24 , an increase of 40% from the secondejuafr 2013. Over this periot
ARPU increased by approximately 52% in Europe, 49%nited States & Canada, 44% in Asia, and 37%Rést of World. User growth w
more rapid in geographies with relatively lower ARPsuch as Asia and Rest of World. We expect tisar growth in the future will t
primarily concentrated in those regions where ARPUelatively lower, such as Asia and Rest of Woddch that worldwide ARPU m
continue to increase at a slower rate relative RPA in any geographic region, or potentially deseeaven if ARPU increases in e
geographic region.

Components of Results of Operations
Revenue

We generate substantially all of our revenue fralvestising and from fees associated with our Paymierfrastructure that enables u:
to purchase virtual and digital goods from our depers with applications on the Facebook website.

Advertising. Our advertising revenue is generated by displagithgproducts on Facebook properties, including oobila application
and thirdparty affiliated websites or mobile applicationsardeters pay for ad products either directly ootigh their relationships wi
advertising agencies, based on the number of ctitkde by our users, the number of actions takeoubysers, or the number of impress
delivered. We recognize revenue from the delivdrgliok-based ads in the period in which a usesrkdion the content, and actibased ads
the period in which a user takes the action theketar contracted for. We recognize revenue fromdibplay of impressiotrased ads in tl
contracted period in which the impressions areveedid. Impressions are considered delivered wheadas displayed to users. The numbe
ads we show is subject to methodological changegeasontinue to evolve our ads business and thetate of our ads products. Whether
count the initial display only or every displayaf ad as an impression is dependent on where tisedigplayed. For example, an individua
in News Feed that is purchased on an impressias &g/ be displayed to users more than once daritgy; however, only the initial disp
of the ad is considered an impression, regardiebsw many times the ad is actually displayed wittiie News Feed to a particular user.
calculate price per ad as total ad revenue divioledhe number of ads delivered, representing tfecefe price paid per impression b
marketer regardless of their desired objective sascimpression, click, or action.

Payments and other feesWe enable Payments from our users to purchasealignd digital goods from our developers \
applications on the Facebook website. Our userstregrsact and make payments on the Facebook wdhsitsing debit and credit car
PayPal, mobile phone payments, gift cards or atiethods. We receive a fee from developers whersusake purchases in these applica
using our Payments infrastructure. We recognizemae net of amounts remitted to our developersh#¥e mandated the use of our Payn
infrastructure for game applications on Facebookl fees related to Payments are generated almoktsasely from games. Our other f
revenue, which has not been significant in recenibgs, consists primarily of user paid serviced anr ad serving and measurement products

Cost of Revenue and Operating Expenses

Cost of revenue Our cost of revenue consists primarily of experessociated with the delivery and distribution of ptoducts. The
include expenses related to the operation of ota daenters such as facility and server equipmeptedétion, facility and server equipm
rent expense, energy and bandwidth costs, suppdnnaintenance costs, and salaries, benefits,rerdisased compensation for employee
our operations teams. Cost of revenue also inclodsgit card and other transaction fees relatg@doessing customer transactions.

Research and developmentResearch and development expenses consist pringdrdglaries, benefits, and shdr@sed compensati
for employees on our engineering and technical seaho are responsible for building new producte/els as improving existing products. \
expense all of our research and development cedteq are incurred.

Marketing and sales.Our marketing and sales expenses consist primafilsalaries, benefits, and shdra@sed compensation for «
employees engaged in sales, sales support, maykbtisiness development, and customer serviceifunsctOur marketing and sales expe
also include user-, marketer-, and developer-famiagketing and promotional expenditures.

General and administrative. Our general and administrative expenses consishapily of salaries, benefits, and shdase
compensation for our executives as well as our |ég@ance, human resources, corporate communitsi@md policy, and other administra
employees. In addition, general and administratixpenses include outside consulting fees, and kegalaccounting services. General
administrative expenses also include legal settfesn@nd amortization of patents we acquired.
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Results of Operations

The following tables set forth our condensed cddatéd statements of income data:

Revenue
Costs and expenses:
Cost of revenue

Research and development

Marketing and sales

General and administrative

Total costs and expenses
Income from operations

Interest and other income/(expense), net
Income before provision for income taxes

Provision for income taxes
Net income

Three Months Ended June 30,

Six Months Ended June 30,

Share-based compensation expense included inaodtsxpenses:

Cost of revenue

Research and development

Marketing and sales

General and administrative
Total share-based compensation expense

2014 2013 2014
(in millions)

291C % 1,81 % 5,41% 3,271

472 46% 93¢ 87¢

492 344 947 637

35¢ 26¢ 681 472

197 17z 384 34¢

1,52( 1,251 2,94¢ 2,33¢

1,39( 562 2,46¢ 93t

(4) «Y) Q) (37)

1,38¢ 54¢ 2,46( 89¢

59t 212 1,027 34¢

791 % 332§ 1,43: 552

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014
(in millions)

1€ $ 11 ¢ 28 19

21¢ 151 40C 26¢

5C 33 93 57

29 29 67 5C

314 % 224 % 58¢ 394
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The following table set forth our condensed comtsdéd statements of income data (as a percentageenfue):

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013
Revenue 10C% 10C % 10C% 10C %
Costs and expenses:
Cost of revenue 16 26 17 27
Research and development 17 19 17 19
Marketing and sales 12 15 13 14
General and administrative 7 10 7 11
Total costs and expenses 52 69 54 71
Income from operations 48 31 46 28
Interest and other income/(expense), net — @ — @
Income before provision for income taxes 48 30 45 27
Provision for income taxes 20 12 19 11
Net income 27% 18% 26% 17%

Share-based compensation expense included inaodtsxpenses (as a percentage of revenue):

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013
Cost of revenue 1% 1% 1% 1%
Research and development 8 8 7 8
Marketing and sales 2 2 2 2
General and administrative 1 2 1 2
Total share-based compensation expense 11% 12% 11% 12%
Three and Six Months Ended June 30, 2014 and 2013
Revenue
Three Months Ended June 30, Six Months Ended June 30,
2014 2013 % change 2014 2013 % change
(in millions, except for percentages)
Revenue:
Advertising $ 2,67¢ % 1,59¢ 67% $ 4941 $ 2,84« 74%
Payments and other fees 234 214 9% 471 427 1C%
Total revenue $ 2,91C $ 1,81 61% $ 541: $ 3,271 65%

Revenue in the second quarter and the first sixtnsoof 2014 increased $1.1 billion , or 61% , a@dL$ billion , or 65% respectively
compared to the same periods in 2013 . The incseasee primarily due to increases in advertisinggnele.

Advertising revenue increased $1.08 billion , o%67and $ 2.1 billion , or 74% , in the second teraand the first six months of 2014
respectively, compared to the same periods in 2008 primary factor driving advertising revenuewth in this period was an increast
revenue from ads in News Feed on both mobile dewvécel personal computers. For the second quartethenfirst six months of 2014we
estimate that advertising revenue from News Feedcadmobile devices represented approximately 68& 0%, respectively, of tot
advertising revenue, as compared with approximaté&®p and 36% in the same periods in 2013 .

Factors that influenced our advertising revenuevgron these periods included: (i) an increaséhanriumber of News Feed ads displa
which are more prominent, have significantly higharels of engagement and a higher price per adivelto our other ad placementsj)(
other product changes to increase the value aridrpgnce of our ads; (iii) an i ncrease in the nemb
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of marketers actively advertising on Facebook, Whie believe increased demand for our ads; andL@%) growth in average DAUs aid%
growth in MAUs from June 30, 2013 to June 30, 2014

During the seconduarter and the first six months of 2014, as coenpéo the same periods in 2013, the average pecagincreased
123% and 120%, respectively, and the number ofdatisered decreased by 25% and 21%, respectivélg.ificrease in average price pe
was driven by a mix shift towards a greater pemgatof our ads being shown in News Feed. The rixtugt ads delivered was driven
factors including a shift in usage towards mob#eides where users are shown fewer ads as comyapedsonal computers.

Payments and other fees revenue in the seconceqaad the first six months of 2014 increased $#fom, or 9% , and $44 million ot
10% , respectively, compared to the same period8. Payments and other fees revenue is currentlydbpeiominantly on Payme!
revenue from games played on personal computerseXgect Facebook usage on personal computers tongerto decline in the futul
negatively affecting our Payments revenue.

Cost of revenue

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 % change 2014 2013 % change
(in millions, except for percentages)
Cost of revenue $ 47 % 46& 2% $ 93¢ $ 87¢ 7%
Percentage of revenue 16% 26% 17% 27%

Cost of revenue in the second quarter and thesixsinonths of 2014 increased $8 million , or 2&md $58 million , or 7% respectively
compared to the same periods in 20T3e increases in both periods were primarily ttueperational expenses related to our data ceate
technical infrastructure. These increases weregligroffset by items related to data center le@sandonment: we reversed $11 million and
million of lease abandonment expense in the seqoader and the first six months of 2014, respettivdue to our decision to @ecupy an
utilize a previously exited data center, compar@a trecognition of $57 million and $65 million afdse abandonment expense in the
periods of 2013, respectively.

Research and developme

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 % change 2014 2013 % change
(in millions, except for percentages)
Research and development $ 49z $ 344 43% $ 947 $ 637 49%
Percentage of revenue 17% 19% 17% 19%

Research and development expenses in the secongrgad the first six months of 2014 increased8stMllion , or 43% , and31(
million , or 49% , respectively, compared to thensaperiods in 2013 . The increases in both penegi® primarily due to increases o068
million and $132 million in share-based compensa#gpense in the secogdarter and the first six months of 2014, respettivOther payro
and benefits expense also increased due to a 39¥ilgm employee headcount from June 30, 2013 te 30, 2014n engineering and oth
technical functions. This investment supported efiorts to improve existing products and build npwducts for users, marketers,
developers.

Marketing and sale

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 % change 2014 2013 % change
(in millions, except for percentages)
Marketing and sales $ 3BE % 26¢ 33% $ 681 $ 472 44%
Percentage of revenue 12% 15% 13% 14%

Marketing and sales expenses in the second quantkthe first six months of 2014 increased $89ionil| or 33% , and $209 millionor
44% , respectively, compared to the same perio@9118. The increases in both periods were primarily guimcreases in payroll and bene
expenses as a result of a 43% increase in emplbgadcount from June 30, 2013 to June 30, 2@l4upport global sales, busin
development and customer service. Share-based csatEn expenses also increased $17 million anchgBién in the secondjuarter and tt
first six months of 2014 , respectively, compam@gddme periods in 2013.
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Additionally, our user-, marketer-, and developaciig marketing expenses increased $6 million @&&lrillion in the seconduarter and tt
first six months of 2014 , respectively, compamthe same periods in 2013 .

General and administrative

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 % change 2014 2013 % change
(in millions, except for percentages)
General and administrative $ 197 % 173 14% $ 384 % 34¢ 10%
Percentage of revenue 7% 10% 7% 11%

General and administrative expenses in the secaadey and the first six months of 2014 increas2d fiillion , or 14% , anc3t
million , or 10% , respectively, compared to thenegperiods in 2013 The increases in both periods were primarily ttlumcreases in payr
and benefits expenses as a result of a 27% incieasaployee headcount from June 30, 2013 to JOn@@&L4. Additionally, in the first si
months of 2014, share-based compensation expelssemereased $17 millioas compared to the same period in 2013. Theseasesewvel
partially offset by a decrease in legal settlenoests.

Interest and other income/(expense), r

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 % change 2014 2013 % change
(in millions, except for percentages)
Interest income/(expense), net $ — $ (9) (100% $ — $ (19 (100%
Other income/(expense), net (4 (8) (50)% 4 (18) (78)%
Interest and other income/(expense), net  $ 4 $ (a7 76)% $ 4 $ (37) (89)%

Interest and other income/(expense), net in therskquarter and the first six months of 2014 desgda$13 million , or 76% , areBz
million , or 89% , respectively, as compared to sane periods in 2013Interest income/(expense), net was not matemidath period
presented in 2014, compared to $9 million and $ilBom expenses in the secondiarter and the first six months of 2013, respetfivdue t
the repayment of our longrm debt in August 2013 and lower capital leasgrmants, partially offset by increases in interestoime. Othe
income/(expense), net decreased for both perio@91d4 compared to the same periods in 2013 priyndtik to lower foreign exchange los
resulting from the periodic re-measurement of aueifyjn currency balances.

Provision for income taxe:

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 % change 2014 2013 % change
(in millions, except for percentages)
Provision for income taxes $ 59t § 212 181% $ 1,027 $ 34¢ 197%
Effective tax rate 43% 39% 42% 3%

Our provision for income taxes in the second quaated the first six months of 2014 increased $ &8Bion and $681 million,
respectively, compared to the same periods in Poib3arily due to increases in income before pravridior income taxes in both periods.

Our effective tax rate increased in the secquodrter of 2014 compared to the same period in 20iBarily due to a change in ¢
geographic mix of préax income. Our effective tax rate increased ferfthst six months of 2014 compared to the samag@dén 2013 due to
nontecurring tax benefit related to the reinstatemadrthe federal credit for research and developnaetivities applicable to the year en
December 31, 2012 that was recorded in the firattqu of 2013.

Our effective tax rate has exceeded the U.S. stgtuate primarily because of the effect of nonihle shardsased compensation ¢
the impact of acquiring intellectual property antegrating it into our business. Our effective tate in the future will depend on the portiol
our profits earned within and outside the Unitedt&t, which will also be affected by our method@edor valuing our intellectual prope
and intercompany transactions. Our future effedi@xerate will also be affected by the timing, sérel integration of acquisitions we may m
from time to time.
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Liquidity and Capital Resources

Our principal sources of liquidity are our cash @agh equivalents, marketable securities, and gesbarated from operations. Cash
cash equivalents and marketable securities comsisarily of cash on deposit with banks, investnseéntmoney market funds, and investm
in U.S. government and U.S. government agency #msurCash and cash equivalents and marketabl&rises were $13.96 billioras o
June 30, 2014, an increase of $2.51 billion froec&nber 31, 2013 , primarily due to $2.63 billidrtash generated from operations ar@B$
million in excess tax benefits from share-basedrdwaativity, offset by $832 million for purchaselsproperty and equipment a$d.50 millior
for principal payments on capital lease transastion

In February 2014, we entered into an agreementdaiee WhatsApp Inc. (WhatsApp), a privately-hetdssplatform mobile messagii
company, for 183,865,778 shares of our Class A comstock and approximately $4 billiam cash, subject to certain adjustments such ke
cash paid will comprise at least 25% of the aggeegansaction consideration. After closing, weasgpect to grant approximatel$ million
RSUs to WhatsApp employees. This acquisition isjezilto customary closing conditions, includingtaér regulatory approvals, and
expected to close in the second half of 2014. We lagreed to pay a termination fee to WhatsApplobiion in cash and issue a numbe
shares of our Class A common stock equal to $ibbi)Jlbased on the average closing price of the telinmedays preceding such terminatiol
the closing of this acquisition has not occurreddmgust 19, 2014. This date may be extended by usugust 19, 2015, if as of August
2014, certain closing conditions applicable to lBaodk (other than the receipt of certain regulatgprovals) have been satisfied. We curre
expect these conditions will be satisfied and wmatill extend the date to August 19, 2015.

In January 2014, we began requiring that emplogedisa portion of the shares that they receive upenvesting of RSUs in order
cover any required withholding taxes ("sell-to-cdyerather than our previous approach of net slsatdement. This sell-toever approac
reduces our cash outflows compared to the net sedtlement approach.

In August 2013, we entered into a fiyear senior unsecured revolving credit facility Y3GRevolving Credit Facility) that allows us
borrow up to $6.5 billion to fund working capitai@general corporate purposes with interest payablthe borrowed amounts setl#BOR
plus 1.0% , as well as an annual commitment fé& f#%on the daily undrawn balance of the facility. Wédparigination fees at closing of t
2013 Revolving Credit Facility, which fees are lgeamortized over the term of the facility. Any amtsioutstanding under this facility will
due and payable on August 15, 2018. As of Jun@D4, no amounts had been drawn down and we were iplécamee with the covenar
under this credit facility.

As of June 30, 2014 , $983 million of the $13.9idy in cash and cash equivalents and marketable sesuns held by our forei
subsidiaries. We have provided for the additioaaks that would be due if we repatriated thesesdoduse in our operations in the Un
States.

We currently anticipate that our available fundgdd facilities, and cash flow from operations Iviié sufficient to meet our operatio
cash needs for the foreseeable future.

Cash Provided by Operating Activities

Cash flow from operating activities during the fisix months of 2014 primarily consisted of netdme, adjusted for certain naast
items, including share-based compensation expeh$888 million and total depreciation and amortizatof $521 million. The increase
cash flow from operating activities during the fissx months of 2014 compared to the same peri@DiBwas mainly due to an increase in
income, as adjusted for certain non-cash itemsrithestabove, partially offset by a $ 417 millioncdease in income tax refunds.

Cash Used in Investing Activities

Cash used in investing activities during the fgist months of 2014 primarily resulted from $1.44ion of net purchases of marketa
securities and $832 milliofor capital expenditures related to the purchasseofers, network infrastructure, and the constinatf data cente
and office buildings. The increase in cash useigsting activities during the first six months2114 compared to the same period in :
was mainly due to increased net purchases of narleesecurities.

We anticipate making capital expenditures in 201mgproximately $2.0 billion to $2.5 billion. In Ju2014, upon closing of o
acquisition of Oculus, we used approximately $400ion of our cash and cash equivalent balancetfa cash portion of the purch
consideration. We also anticipate spending apprateiy $4 hillion in cash as part of the purchaseepfor the acquisition of WhatsApp. 1
cash purchase price related to the WhatsApp atigmiss subject to certain adjustments such thatciish paid will comprise at least 259
the aggregate transaction consideration. This aitopni is still subject to customary closing coratis and is expected to close in the se
half of 2014.
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We have agreed to pay WhatsApp a $1 billion tertionafee in cash if the closing of this acquisitibas not occurred by August
2014. This date may be extended by us to Augus2a®5, if as of August 19, 2014, certain closingditions applicable to Facebook (ot
than the receipt of certain regulatory approvaksyehbeen satisfied. We currently expect these tiondi will be satisfied and that we v
extend the date to August 19, 2015.

Cash Provided by (Used in) Financing Activities

Cash provided by financing activities was $732 imnillfor the first six months of 2014 , which printaresulted from $883 milliorof
excess tax benefit from stock award activitiessetfby $150 million of payments related to our tdpease transactions.

Cash used in financing activities was $593 millfon the first six months of 2013which primarily resulted from $558 million of 1
payments related to the net share settlement dffyempards.

Off-Balance Sheet Arrangements
We did not have any off-balance sheet arrangenaanté June 30, 2014 .
Contractual Obligations

In April 2014, we entered into a n@ancelable contractual commitment to spend a mimrot$140 million on network services ove
period of 10 years.

There were no other material changes in our comeritsmunder contractual obligations, as disclosezlimAnnual Report on Form 1K0-
for the fiscal year ended December 31, 2013 , ed@gpoted above and in “Cash Used in Investingviiets” above.

Contingencies

We are involved in claims, lawsuits, governmenteistigations, and proceedings. We record a proviom liability when we beliex
that it is both probable that a liability has beecurred, and that the amount can be reasonahiyasid. Significant judgment is requirec
determine both probability and the estimated amoich legal proceedings are inherently unpredietand subject to significe
uncertainties, some of which are beyond our con8bbuld any of these estimates and assumptiomgyehar prove to be incorrect, it co
have a material impact on our results of operatifinancial position, and cash flows.

See Note 8 in the notes to the condensed consadidietancial statements included in Part I, Iteendl "Legal Proceedings" containel
Part Il, Item 1 of this Quarterly Report on FormQ@or additional information regarding contingezei

Recent Accounting Pronouncements

In May 2014, the Financial Accounting Standardaloissued guidance related to revenue from castraith customers. Under tl
guidance, revenue is recognized when promised goiosksrvices are transferred to customers in aruatrtbat reflects the consideration th:
expected to be received for those goods or servides updated standard will replace most existeagenue recognition guidance under |
generally accepted accounting principles (GAAP) wheéecomes effective and permits the use of ettie retrospective or cumulative ef
transition method. Early adoption is not permittéte updated standard will be effective for usha first quarter of 2017. We have not
selected a transition method and we are currenthuating the effect that the updated standard khale on our consolidated finan
statements and related disclosures.

Critical Accounting Policies and Estimates

Our condensed consolidated financial statementpragared in accordance with GAAP. The preparatidhese condensed consolid:
financial statements requires us to make estimatesassumptions that affect the reported amountsséts, liabilities, revenue, costs
expenses, and related disclosures. These estifioateshe basis for judgments we make about theyragrvalues of our assets and liabilit
which are not readily apparent from other sourd¥e base our estimates and judgments on historiqaéreence and on various ot
assumptions that we believe are reasonable undecitbumstances. On an ongoing basis, we evaluatesiimates and assumptions.
actual results may differ from these estimates uddierent assumptions or conditions.

We believe that the assumptions and estimates iatstavith revenue recognition for Payments aneiofees, income taxes and share
based compensation have the greatest potentiaktngmaour condensed consolidated financial statésndmerefore, we consider these t
our critical accounting policies and estimates.

There have been no material changes to our créicabunting policies and estimates as compareketaritical accounting policies a
estimates described in our Annual Report on Forri I6r the fiscal year ended December 31, 2013 .
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ltem 3. Quantitative and Qualitative Disclosures About Market Risk
We are exposed to market risks, including changésreign currency exchange rates, interest rates jnflation.
Foreign Currency Exchange Risk

We have foreign currency risks related to our reieeand operating expenses denominated in curreothes than the U.S. doll:
primarily the Euro. In general, we are a net regenf currencies other than the U.S. dollar. Acoagly, changes in exchange rates, ar
particular a strengthening of the U.S. dollar, wilgatively affect our revenue and other operatisglts as expressed in U.S. dollars.

We have experienced and will continue to experidhgguations in our net income as a result of $eartion gains or losses relatel
revaluing certain current asset and current ligbbalances that are denominated in currencies ¢itla@ the functional currency of the enti
in which they are recorded. At this time we haveerdered into, but in the future we may enter inferivatives or other financial instrume
in an attempt to hedge our foreign currency exchamsk. It is difficult to predict the effect hedgj activities would have on our results
operations. We recognized foreign currency los$é&lanillion and $3 million in the three and six mibs ended June 30, 2014espectively
and $8 million and $19 million in the three and signths ended June 30, 2013 , respectively.

Interest Rate Sensitivity

Our exposure to changes in interest rates relaiesaply to interest earned and market value on cash and cash equivalents
marketable securities.

Our cash and cash equivalents and marketable sesuwonsist of cash, certificates of deposit, tdeposits, money market funds
U.S. government and U.S. government agency sezsiribur investment policy and strategy are focusedpreservation of capital a
supporting our liquidity requirements. Changes is.Unterest rates affect the interest earned orcash and cash equivalents and marke
securities and the market value of those securiflefiypothetical 100 basis point increase in irgemates would result in a decreas
approximately $75 million and $73 million in the rkat value of our available-for-sale debt secusites of June 30, 2014 aba&cember 3:
2013, respectively. Any realized gains or losses rasyifrom such interest rate changes would only odfcwe sold the investments prior
maturity.

Item 4. Controls and Procedure:
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our cheekcutive officer (CEO) and chief financial offic€CFO), has evaluated 1
effectiveness of our disclosure controls and praocesl (as defined in Rules 13a-15(e) and 15¢) under the Securities Exchange Act of 1
as amended (Exchange Act)), as of the end of thedheovered by this Quarterly Report on FormQOBased on such evaluation, our C
and CFO have concluded that as of June 30, 2014 disclosure controls and procedures are dedigh a reasonable assurance level ar
effective to provide reasonable assurance thatrimdtion we are required to disclose in reports Wafile or submit under the Exchange A«
recorded, processed, summarized, and reportednwilté time periods specified in the rules and fowhghe Securities and Exchai
Commission (SEC), and that such information is eadated and communicated to our management, ingudur CEO and CFO,
appropriate, to allow timely decisions regardinguieed disclosure.

Changes in Internal Control

There were no changes in our internal control dwvemcial reporting identified in management's eadibn pursuant to Rules 13&{d
or 15d-15(d) of the Exchange Act during the peodtered by this Quarterly Report on FormQQahat materially affected, or are reason
likely to materially affect, our internal controber financial reporting.

Limitations on Effectiveness of Controls and Procedres

In designing and evaluating the disclosure contanld procedures and internal control over finan@abrting, management recogni
that any controls and procedures, no matter how desligned and operated, can provide only reaseraggurance of achieving the des
control objectives. In addition, the design of thsare controls and procedures and internal coptret financial reporting must reflect the 1
that there are resource constraints and that mara&geis required to apply judgment in evaluating tienefits of possible controls :
procedures relative to their costs.
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PART Il—OTHER INFORMATION
Item 1. Legal Proceeding

Paul D. Ceglia filed suit against us and Mark Zubkeg on or about June 30, 2010, in the Supremet@bthe State of New York fi
the County of Allegheny, claiming substantial owsiép of our company based on a purported contetetden Mr. Ceglia and Mr. Zuckerb
allegedly entered into in April 2003. We removed thase to the U.S. District Court for the Westerstrizt of New York, where the case
now pending. In his first amended complaint, filed April 11, 2011, Mr. Ceglia revised his claimsitelude an alleged partnership v
Mr. Zuckerberg, he revised his claims for reliektek a substantial share of Mr. Zuckerberg's ostmiiin us, and he included quotations f
supposed emails that he claims to have exchangixdMvi Zuckerberg in 2003 and 2004. On March 26120ve filed a motion to dismi
Mr. Ceglia's complaint and a motion for judgmentthe pleadingsOn March 26, 2013, the magistrate judge oversetiagnatter issued
report recommending that the court grant our mot@dismiss and that it deny as moot our motionjdidgment on the pleading®n Marct
25, 2014, the district judge adopted the magisitatge’s report and recommendation and granted our matioliismiss and denied our mot
for judgment on the pleadings as moot. On April 2814, Mr. Ceglia filed a notice of appeal. We amn to believe that Mr. Ceglia
perpetrating a fraud on the court and we intencbtdinue to defend the case vigorously.

Beginning on May 22, 2012, multiple putative clasgions, derivative actions, and individual actiomsre filed in state and fede
courts in the United States and in other jurisditsi against us, our directors, and/or certain obfficers alleging violation of securities laws
breach of fiduciary duties in connection with omitial public offering (IPO) and seeking unspedaifidamages. We believe these lawsuit:
without merit, and we intend to continue to vigastyudefend them. The vast majority of the caseth@United States, along with multi
cases filed against The NASDAQ OMX Group, Inc. dit Nasdaq Stock Market LLC (collectively refertedherein as NASDAQ) allegil
technical and other trading-related errors by NAEDIA connection with our IPO, were ordered ceraalifor coordinated or consolidated pre
trial proceedings in the U.S. District Court foetBouthern District of New York. In a series ofimgk in 2013 and 2014, the court denied
motion to dismiss the consolidated securities cit®on and granted our motions to dismiss thevdtvie actions against our directors
certain of our officers. The plaintiffs in four tfese derivative actions have filed notices of apde addition, the events surrounding our
became the subject of various state and federargawent inquiries. In May 2014, the Securities Brdhange Commission (SEC) naotifiec
that it had terminated its inquiry and that no eoément action had been recommended by the SEC.

We are also party to various legal proceedings @auins that arise in the ordinary course of busindamong these legal matte
Rembrandt Social Media, LP v. Facebook, Inc, et al. , was pending in the U.S. District Court for thestéan District of Virginia. |
Rembrandt , the plaintiff alleged that we infringe certaint@ats held by the plaintiff. The plaintiff was s@&k significant monetary damag
and equitable relief. A jury trial in this mattevok place the week of June 9, 2014. The jury resdlex verdict in our favor, finding
infringement and that all asserted patents ardithva

In addition, we are also currently parties to nplétiother lawsuits related to our products, inaligdbther patent infringement lawsuits
well as class action lawsuits brought by usersraatketers, and we may in the future be subjectitlitianal lawsuits and disputes. We are
involved in other claims, government investigaticesd proceedings arising from the ordinary coofsaur business.
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Iltem 1A. Risk Factors

Certain factors may have a material adverse effect on our business, financial condition, and results of operations. You should consider carefully
the risks and uncertainties described below, in addition to other information contained in this Quarterly Report on Form 10-Q, including our
condensed consolidated financial statements and related notes. The risks and uncertainties described below are not the only ones we face.
Additional risks and uncertainties that we are unaware of, or that we currently believe are not material, may also become important factors that
adversely affect our business. If any of the following risks actually occurs, our business, financial condition, results of operations, and future
prospects could be materially and adversely affected. In that event, the trading price of our Class A common stock could decline, and you could
lose part or all of your investment.

Risks Related to Our Business and Industry

If we fail to retain existing users or add new usgror if our users decrease their level of engagemwith our products, our revenu
financial results, and business may be significantiarmed.

The size of our user base and our users' levehgégement are critical to our success. Our findipeaformance has been and '
continue to be significantly determined by our ®sscin adding, retaining, and engaging active u¥éesanticipate that our active user gra
rate will continue to decline over time as the if®ur active user base increases, and as wevachigher market penetration rates. If pe
do not perceive our products to be useful, reliabled trustworthy, we may not be able to attractetain users or otherwise maintair
increase the frequency and duration of their engagé. A number of other social networking comparties achieved early popularity hi
since seen their active user bases or levels afgamgent decline, in some cases precipitously. Tisare guarantee that we will not experie
a similar erosion of our active user base or engage levels. Our user engagement patterns havegedamver time and can be difficult
measure, particularly as users engage increasinglynobile devices and as we introduce new ancbdifft services. Any number of faci
could potentially negatively affect user retentigrgwth, and engagement, including if:

. users increasingly engage with other products tiviaes;

. we fail to introduce new products that users fimjaging or if we introduce new products or servittest are not favorab
received,;

. users feel that their Facebook experience is dshad as a result of the decisions we make withemsi the frequenc

prominence, and size of ads that we display, ogttadity of the ads displayed,;

. users have difficulty installing, updating, or atlvese accessing our products on mobile devicesrasudt of actions by us or th
parties that we rely on to distribute our prodwtd deliver our services;

. user behavior on any of our products changes asudt of increasing use of mobile devi

. we are unable to continue to develop products fobite devices that users find engaging, that woith & variety of mobil
operating systems and networks, and that achiénghaevel of market acceptance;

. there are changes in user sentiment about thetyjwaliusefulness of our products or concerns réladeprivacy and sharin
safety, security, or other factors;

. we are unable to manage and prioritize informatmrensure users are presented with content thimtégesting, useful, ai
relevant to them;

. users adopt new technologies where our productshealisplaced in favor of other products or sesjice may not be featured
otherwise available;

. there are adverse changes in our products thatmamedated by legislation, regulatory authorities, liigation, including
settlements or consent decrees;

. technical or other problems prevent us from deilhgour products in a rapid and reliable manneotherwise affect the us
experience, such as any failure to prevent spasingtar content;

. we adopt policies or procedures related to areab a8 sharing or user data that are perceived imelyaby our users or tl
general public;

. if we elect to focus our user growth and engagrenefforts more on longaerm initiatives, or if initiatives designed toraitt an:
retain users and engagement are unsuccessfuloantisued, whether as a result of actions by us] fharties, or otherwise;
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we fail to provide adequate customer service tos)searketers, or develope

we, developers whose products are integrated vatielbook, or other companies in our industry aresthmgect of adverse me:
reports or other negative publicity; or

our current or future products, such as our dewekg tools and application programming interfades enable developers
build mobile and web applications, reduce usewv#gton Facebook by making it easier for our ugerimteract and share on third-
party mobile and web applications.

If we are unable to maintain or increase our ussekand user engagement, our revenue and finaesidts may be adversely affec

Any decrease in user retention, growth, or engage@uld render our products less attractive tasjgaarketers and developers, which
have a material and adverse impact on our revemugness, financial condition, and results of ofiens. If our active user growth ri
continues to slow, we will become increasingly degant on our ability to maintain or increase lewalsiser engagement and monetizatic
order to drive revenue growth.

We generate a substantial majority of our revenuerh advertising. The loss of marketers, or reductiin spending by marketers wi
Facebook, could seriously harm our business.

The substantial majority of our revenue is curregénerated from third parties advertising on FackbFor the first six months of 20

and 2013, advertising accounted for 91% and 878épactively, of our revenue. As is common in tldugiry, our marketers do not have long
term advertising commitments with us. Many of owarketers spend only a relatively small portiontait overall advertising budget with
We expect our ability to grow advertising reventit @ontinue to be dependent on our ability to gae revenue from ads displayed on mc
devices. In addition, marketers may view some afgoducts as experimental and unproven. Marketédtgiot continue to do business w
us, or they will reduce the prices they are willlogpay to advertise with us or the budgets theyaling to commit to us, if we do not deliy
ads in an effective manner, or if they do not heli¢hat their investment in advertising with uslwgiénerate a competitive return relative
other alternatives. Our advertising revenue coelddiversely affected by a number of other factocdyding:

decreases in user engagement, including time gpeRacebool
our ability to continue to increase user accesmtbengagement with Facebook through our mobildynts

product changes or inventory management decisiemmay make that change the size, frequency, ativielprominence of a
displayed on Facebook or of other unpaid conteateshby marketers on Facebook;

our inability to maintain or increase marketer dathahe pricing of our ads, or bc
differences between the pricing of our ads disglaye personal computers and mobile dev
our inability to maintain or increase the qualifyads shown to users, particularly on mobile dey,

the availability, accuracy, and utility of analgiand measurement solutions offered by us or fharties that demonstrate
value of our ads to marketers, or our ability tdHer improve such tools;

decisions by marketers to use our free products) as Facebook Pages, instead of advertising cebbak

loss of advertising market share to our competitmicuding if prices for purchasing ads on Facdbimmrease or if competitc
offer lower priced or more integrated products;

adverse legal developments relating to advertisingluding legislative and regulatory developmeatsd developments
litigation;

decisions by marketers to reduce their advertisiag result of adverse media reports or other ivegptiblicity involving us
content on Facebook, developers with Facebook-iated mobile and web applications, or other congmaimi our industry;

our inability to improve our existing products aeate new products that sustain or increase theevafl our ads or markete
ability to analyze and measure the value of our ads

the degree to which users opt out of social
the degree to which users cease or reduce the mwohtmes they click on our ac
changes in the way advertising on personal computeon mobile devices is measured or pri
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. the impact of new technologies that could blocklascure the display of our ads;
. the impact of macroeconomic conditions or condgionthe advertising industry, in gene

The occurrence of any of these or other factorddcasult in a reduction in demand for our ads,clifthay reduce the prices we rec
for our ads, or cause marketers to stop advertisitiyus altogether, either of which would negalijvaffect our revenue and financial results.

Mobile advertising is new and evolving and growth the use of Facebook through our mobile products a substitute for use on persol
computers may negatively affect our revenue andafigial results.

We had 1.07 billiormobile monthly active users (MAUSs) in June 2014.il/Imost of our mobile users also access Facebuwkigt
personal computers, we anticipate that growth itileausers will continue to be the driver of oupwth for the foreseeable future and
usage through personal computers will decline weaidd, including in key markets such as the Unit¢ates and other developed marke:
Europe and Asia. For example, during the fourthrigmaof 2013, the number of mobile MAUs exceedesliimber of MAUs using perso
computers for the first time, and during the secqudrter of 2014, the number of MAUs using persamahputers declined compared to
prior quarter. While our mobile advertising revernamtinues to grow and comprised over half of otgrall advertising revenue in the sec
quarter of 2014, the mobile advertising market resa new and evolving market. In addition, we di ourrently offer our Paymet
infrastructure to applications on mobile devicdsusers increasingly access Facebook mobile predasta substitute for access thrc
personal computers, and if we are unable to coattougrow mobile revenues or successfully monetiobile users, or if we incur excess
expenses in these efforts, our financial perforreaara ability to grow revenue would be negativéfgcied.

Our user growth, engagement, and monetization onbit® devices depend upon effective operation withhife operating systems, networ
and standards that we do not control.

There is no guarantee that popular mobile devicliscantinue to feature Facebook, or that mobilevide users will continue to u
Facebook rather than competing products. We areratigmt on the interoperability of Facebook with ydap mobile operating systems that
do not control, such as Android and iOS, and argngls in such systems and terms of service thaddegur products' functionality, red
or eliminate our ability to distribute our productgve preferential treatment to competitive pragudimit our ability to target or measure
effectiveness of ads, or impose fees or other dsarglated to our delivery of ads could adverséfgcaFacebook usage and monetizatio
mobile devices. Additionally, in order to delivagh quality mobile products, it is important thatrgroducts work well with a range of mot
technologies, systems, networks, and standardsvihab not control. We may not be successful imadiing or developing relationships w
key participants in the mobile industry or in demhg products that operate effectively with thésehnologies, systems, networks
standards. In the event that it is more difficalt dur users to access and use Facebook on théiterevices, or if our users choose nc
access or use Facebook on their mobile devicessermwbile products that do not offer access to &ale our user growth and u
engagement could be harmed. From time to time, &g abso take actions regarding the distributiorowf products or the operation of
business based on what we believe to be in ourtemmg best interests. Such actions may adversedgtadiur relationships with the operator
mobile operating systems or other business partaatsthere is no assurance that these actionsesillt in the anticipated lortgrm benefits
In the event that our relationships with operatofsmobile operating systems or other business pestmleteriorate, our user grov
engagement, and monetization could be adversedgteff and our business could be harmed.

Our business is highly competitive. Competition peats an ongoing threat to the success of our besis

We face significant competition in every aspecbof business, including from companies that provatss to facilitate the sharing
information, companies that enable marketers tglals advertising and companies that provide devalnt platforms for applicatio
developers. We compete with companies that offitrféatured products that replicate the range of conications and related capabilities
provide. These offerings include, for example, Geagwhich Google has integrated with certain sfagtoducts, including search and Andr
as well as other, largely regional, social netwatkat have strong positions in particular countrdd&e also compete with companies
develop applications, particularly mobile applicas, that provide social functionality, such as saging, photo- and video-sharing, and micrc
blogging, and companies that provide web- and redi@ked information and entertainment products andces that are designed to eng
users and capture time spent online and on mobil&és. In addition, we face competition from ttextial and online businesses that pro
media for marketers to reach their audiences antdeelop tools and systems for managing and optigniadvertising campaigns.

Some of our current and potential competitors meyelsignificantly greater resources or better cditipe positions in certain prodt
segments, geographic regions or user demogragiaoswe do. These factors may allow our competitorespond more effectively than u:
new or emerging technologies and changes in madatitions. We believe that some of our usersjqdarly our younger users, are awar
and actively engaging with other products and ses/similar to, or as a substitute
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for, Facebook, and we believe that some of oursusave reduced their engagement with Facebook/or faf increased engagement with tf
other products and services. For example, in thrd tfuarter of 2013, the best data available tsuggested that while usage by U.S. t
overall was stable, DAUs among younger teens inlthited States had declined. In the event thatusars increasingly engage with o
products and services, we may experience a deiclinser engagement in key user demographics or broaly and our business coulc
harmed.

Our competitors may develop products, featureseovices that are similar to ours or that achiensatgr acceptance, may under
more farreaching and successful product development effartmarketing campaigns, or may adopt more aggregsiicing policies. |
addition, developers whose mobile and web apptioatiare integrated with Facebook may use informasioared by our users throl
Facebook in order to develop products or featunas compete with us. Certain competitors, includdmpgle, could use strong or domir
positions in one or more markets to gain competifdvantage against us in areas where we operelieding: by integrating competing sot
networking platforms or features into products tleyntrol such as search engines, web browsers,obilendevice operating systems;
making acquisitions; by limiting or denying our ass to advertising measurement or delivery systémdimiting our ability to target «
measure the effectiveness of ads; by imposing deegher charges related to our delivery of adshyomaking access to our products n
difficult. As a result, our competitors may acquéted engage users or generate advertising or mekienue at the expense of our own eff
which may negatively affect our business and fimgnesults.

We believe that our ability to compete effectivdgpends upon many factors both within and beyomaontrol, including:

. the popularity, usefulness, ease of use, performaand reliability of our products compared to @empetitors' produci
particularly with respect to mobile products;

. the size and composition of our user b

. the engagement of our users with our products anmtpeting product

. the timing and market acceptance of products, diclyidevelopments and enhancements to our or aopetitors' product

. our ability to monetize our produc

. the frequency, size, quality, and relative promaeeaf the ads displayed by us or our compet

. customer service and support effc

. marketing and selling efforts, including our alyilib provide marketers with a compelling returntbeir investment

. our ability to establish and maintain developer&iiest in building mobile and web applicationd thgegrate with Faceboc

. changes mandated by legislation, regulatory authsrior litigation, including settlements and camtsdecrees, some of wh

may have a disproportionate effect on us;

. acquisitions or consolidation within our industwhich may result in more formidable competit

. our ability to attract, retain, and motivate talshemployees, particularly software engineers giess, and product manag:
. our ability to coseffectively manage and grow our operations;

. our reputation and brand strength relative to thafssur competitor:

If we are not able to compete effectively, our usase and level of user engagement may decreaseaywdoecome less attractive
developers and marketers, and our revenue andsesulperations may be materially and adversdictdd.
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We may not be successful in our efforts to grow gsaf and engagement with mobile and web applicasithat integrate with Facebook.

We have made and are continuing to make investnienémable developers to build mobile and web appbins that integrate wi
Facebook. Such existing and prospective develapassnot be successful in building mobile and/or apblications that create and main
user engagement. Additionally, developers may ohdo$uild on other platforms, including mobile tidams controlled by third parties, ratl
than building products that integrate with Facebdte are continuously seeking to balance the distion objectives of our developers v
our desire to provide an optimal user experiennd,wae may not be successful in achieving a balémaiecontinues to attract and retain ¢
developers. For example, from time to time, we haken actions to reduce the volume of communioatfoom these developers to user
Facebook with the objective of enhancing the ugpesence, and such actions have reduced distoibdtom, user engagement with, and
monetization opportunities from, Facebdokegrated mobile and web applications. In som&amses, these actions, as well as other actic
enforce our policies applicable to developers, hateersely affected our relationships with suchettepers. If we are not successful in
efforts to grow the number of developers that ckawsbuild products that integrate with Faceboolf eve are unable to build and maint
good relations with such developers, our user dgi@amd user engagement and our financial resultsheadversely affected.

We may not be successful in our efforts to furtheronetize how developers use Facebook, and our Payseevenue may decline in t
future in the event that usage of Facebook on parabcomputers continues to declin

We currently generate revenue from developers ukat Facebook in several ways, including ads ongggeerated by develop:
applications on the Facebook website, direct athiegt on Facebook purchased by developers to driaific to their mobile and we
applications, and fees from developers' use ofRayments infrastructure to sell virtual and diggalods to users accessing Facebool
personal computers. Applications built by develspafsocial games are currently responsible fostsuttially all of our revenue derived fri
Payments, and the majority of the revenue fromethagsplications has historically been generated liynised number of the most popu
games. In addition, a relatively small percentafjeur users have transacted with Facebook Paymkrke Facebookntegrated applicatiol
that currently generate revenue fail to grow orntan their users and engagement, whether as bk oésudecline in the usage of Facebool
personal computers or otherwise, if developers dbcontinue to introduce new applications thataattrusers and create engagemer
Facebook, if developers reduce their advertisingracebook, if we fail to maintain good relationshipith existing developers or to attract 1
developers who build products that integrate witicébook, or if Facebodktegrated applications outside of social gamesndb gair
popularity and generate significant revenue forous,financial performance and ability to grow reue could be adversely affected.

Additionally, we are actively supporting developeefforts to develop their own mobile and web aggdions that integrate wi
Facebook. Unlike applications that run within thec&book website which enable us to show ads amat Bfiyments, we generally do
directly monetize from developers' integrating tha@ivn mobile and web applications with Facebooker&fore, our developers' efforts
prioritize their own mobile or web applications maduce or slow the growth of our user activityttgenerates advertising and Paym
opportunities, which could negatively affect owesue. Although we believe that there are signifidangterm benefits to Facebook resuli
from increased engagement on Facebiotégrated mobile and web applications, these lisnmiay not offset the possible loss of revenu
which case our business could be harmed.

Action by governments to restrict access to Facdbotheir countries could substantially harm ourusiness and financial results

It is possible that governments of one or more té@smmay seek to censor content available on Fexdeim their country, restrict acct
to Facebook from their country entirely, or impasther restrictions that may affect the accessybitift Facebook in their country for
extended period of time or indefinitely. For exampiccess to Facebook has been or is currenthctedtin whole or in part in China, Iran, ¢
North Korea. In addition, governments in other does may seek to restrict access to Facebooleif tonsider us to be in violation of tt
laws. In the event that access to Facebook isigestr in whole or in part, in one or more courgrgg our competitors are able to success
penetrate geographic markets that we cannot acoassbility to retain or increase our user basé aser engagement may be advel
affected, we may not be able to maintain or growreuenue as anticipated, and our financial resualtdd be adversely affected.
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Our new products and changes to existing produatsiid fail to attract or retain users or generatevenue.

Our ability to retain, increase, and engage our hase and to increase our revenue depends heavibyr ability to create succes:
new products, both independently and in conjunctith developers or other third parties. We mayddtice significant changes to our exis
products or develop and introduce new and unpr@veducts, including using technologies with whick have little or no prior developmi
or operating experience. For example, we recemtgpteted our acquisition of Oculus VR, Inc. (Oc)juscompany developing virtual rea
technology. We do not have prior experience withstoner hardware products or virtual reality techggl which may adversely affect «
ability to successfully develop and market Ocufusducts or technology. If new or enhanced prodiaitsto engage users, developers
marketers, we may fail to attract or retain user®a@enerate sufficient revenue, operating mamgirgther value to justify our investments,
our business may be adversely affected. In therdutwe may invest in new products and initiativesgenerate revenue, but there is
guarantee these approaches will be successfuexaonple, we began showing ads on Instagram in tlieedl States in late 2013 and we ca
assure you that these ads will generate meaningbanue for our business. If we are not successful new products or new approache
monetization, we may not be able to maintain omgoair revenue as anticipated or recover any asgocaevelopment costs, and our finar
results could be adversely affected.

We prioritize user growth and engagement and thewuexperience over short-term financial results.

We frequently make product decisions that may redoer shorterm revenue or profitability if we believe thatetlilecisions a
consistent with our mission and benefit the aggeegaer experience and will thereby improve ouariitial performance over the long te
For example, from time to time we may change the,drequency, or relative prominence of ads ireotd improve ad quality and overall v
experience. Similarly, from time to time we update News Feed ranking algorithm to deliver the nrestvant content to our users, wt
may adversely affect the distribution of contentadrketers and developers and could reduce thegntive to invest in their development
marketing efforts on Facebook. We also may intreddicanges to existing products, or introduce namndsilone products, that direct us
away from properties where we have a proven mefn®aetization. For example, we have taken actioretlirect users who send mess
from within the Facebook application to our statmha Messenger application, although we currently bt monetize the staradene
Messenger application. In addition, we plan to ®oun growing the user base for Instagram and gatnother standalone applications th
may have limited or no monetization, and it is flulssthat these efforts may reduce engagement tvigthcore Facebook application. Th
decisions may not produce the lolegm benefits that we expect, in which case our gsewth and engagement, our relationships
marketers and developers, and our business aniisre§operations could be harmed.

If we are not able to maintain and enhance our brdnor if events occur that damage our reputationdabrand, our ability to expand ot
base of users, marketers, and developers may baireg@, and our business and financial results mag barmed.

We believe that the Facebook brand has signifigasghtributed to the success of our business. \We bélieve that maintaining &
enhancing our brand is critical to expanding owsebaf users, marketers, and developers. Many ohewrusers are referred by existing ut
Maintaining and enhancing our brand will dependyédy on our ability to continue to provide useftdliable, trustworthy, and innovati
products, which we may not do successfully. We in&npduce new products or terms of service thataude not like, which may negativi
affect our brand. Additionally, the actions of alevelopers may affect our brand if users do noetlmyositive experience using thipelty
mobile and web applications integrated with Facé&bdde will also continue to experience media, ligige, or regulatory scrutiny of @
decisions regarding user privacy aher issues, which may adversely affect our refmrteand brand. We also may fail to provide adee
customer service, which could erode confidenceuinbwand. Our brand may also be negatively affebiethe actions of users that are dee
to be hostile or inappropriate to other users, yrubers acting under false or inauthentic iderstitier by perceived or actual efforts
governments to obtain access to user informatiorsdéourityrelated purposes. Maintaining and enhancing ouncdbraay require us to ma
substantial investments and these investments mialgensuccessful. Certain of our past actions leawded confidence in our brand, and if
fail to successfully promote and maintain the Fao&bbrand or if we incur excessive expenses inéffisrt, our business and financial res
may be adversely affected.
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Improper access to or disclosure of user informatjoor violation of our terms of service or policiegould harm our reputation an
adversely affect our business.

Our Data Use Policy governs the collection andafseformation we receive in connection with ounsgees. Our efforts to protect t
information we receive may be unsuccessful dudecactions of third parties, software bugs or othehnical malfunctions, employee erro
malfeasance, government surveillance, or otheiofactn addition, third parties may attempt to ttalently induce employees or user:
disclose information in order to gain access todata or our users' data. If any of these evergaroour users' information could be acce
or disclosed improperly. Some of our developerstber partners, such as those that help us mettsueffectiveness of ads, may receiv
store information provided by us or by our usenotlgh mobile or web applications integrated withcétzook. If these third parties
developers fail to adopt or adhere to adequate s#atarity practices or fail to comply with our teyrmnd policies, or in the event of a breac
their networks, our users' data may be impropartesased, used, or disclosed.

Any incidents involving unauthorized access to raptioper use of user information or incidents inwdvviolation of our terms «
service or policies, including our Data Use Policpuld damage our reputation and our brand andniiimiour competitive position.
addition, the affected users or government autiesritould initiate legal or regulatory actions agaius in connection with such incide
which could cause us to incur significant expens lability or result in orders or consent decrémsing us to modify our business practi
Any of these events could have a material and aéveffect on our business, reputation, or finaneislilts.

Unfavorable media coverage could negatively affeat business.

We receive a high degree of media coverage aron@dvorld. Unfavorable publicity regarding, for exale our privacy practice
product changes, product quality, litigation orukegory activity, government surveillance, the aofi of our developers whose products
integrated with Facebook, the actions of our usarshe actions of other companies that providelamservices to us, could adversely af
our reputation. Such negative publicity also coliédbe an adverse effect on the size, engagementiogalty of our user base and resul
decreased revenue, which could adversely affecbasiness and financial results.

Our financial results will fluctuate from quartera quarter and are difficult to predict.

Our quarterly financial results have fluctuatedhia past and will fluctuate in the future. Additaly, we have a limited operating hist
with the current scale of our business, which makefifficult to forecast our future results. Asresult, you should not rely upon our
quarterly financial results as indicators of futperformance. You should take into account thesrahd uncertainties frequently encountere
companies in rapidly evolving markets. Our finahecgsults in any given quarter can be influencedbmerous factors, many of which we
unable to predict or are outside of our contrat|uding:

. our ability to maintain and grow our user base asel engagemel
. our ability to attract and retain marketers in gipalar period
. fluctuations in spending by our marketers due &senality, such as historically strong spendinthanfourth quarter of each ye

or other factors;

. the number and quality of ads shown to u:

. the pricing of our ads and other produ

. our ability to continue to scale monetization ttgbwur mobile product

. our ability to maintain or increase Payments amgofees revenu

. the diversification and growth of revenue souroggamd advertising and Payme

. the development and introduction of new productsesvices by us or our competitc

. increases in marketing, sales, and other operatipgnses that we may incur to grow and expand perations and to remz
competitive;

. our ability to maintain gross margins and operatiraygins

. costs related to the acquisitions of businessdenttatechnologies or intellectual property, indhgl potentially significar

amortization costs and impairment loss;
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. our ability to obtain equipment and componentsdur data centers and other technical infragtredn a timely and cosffective
manner;

. system failures, which could prevent us from sapwads for any period of time, or breaches of sécwai privacy, and the co
associated with remediating any such failures eatihes;

. inaccessibility of Facebook due to thjpdrty actions

. share-based compensation expense, includingsitioprrelated expens

. adverse litigation judgments, settlements, beotitigationrelated cost:

. changes in the legislative or regulatory environtnercluding with respect to privacy, or enforcernbg government regulato

including fines, orders, or consent decrees;

. the overall tax rate for our business, which mayalffected by a number of factors, including theafinial results of o
international subsidiaries and the timing, sizel ewegration of acquisitions we may make from timé¢ime;

. tax obligations that may arise from changes in lawgesolutions of tax examinations that materidiffer from the amounts v
have anticipated,;

. fluctuations in currency exchange rates and chamgdbe proportion of our revenue and expenses méraied in foreig
currencies;

. fluctuations in the market values of our portfdhwestments and in interest ra

. changes in U.S. generally accepted accounting iptes; ani

. changes in global business or macroeconomic cong

We expect our rates of growth to decline in thedfts.

We expect that our user growth and revenue groatisrwill decline over time as the size of ourwactiser base increases and a
achieve greater market penetration. For exampéegtbwth rate of our MAUs declined from 39% from120to 2011, to 25% from 2011
2012, to 16% from 2012 to 2013. Historically, oseugrowth has been a primary driver of growthum @venue. In addition, we expect
revenue growth rate will generally decline overdias our revenue increases to higher levels. Agmuwvth rates decline, investors' percept
of our business may be adversely affected and-diokng price of our Class A common stock could itecl

Our costs are continuing to grow, which could haraur business and profitability.

Operating our business is costly and we expeckempenses to continue to increase in the futureeabrnyaden our user base, as (
increase the number of connections and amount taf they share with us, and as we develop and ingiémew products. Historically, ¢
costs have increased each year due to these fartdrae expect to continue to incur increasings;astparticular for servers, storage, po
and data centers, to support our anticipated fugmwaith. We expect to continue to invest in these ather efforts to operate and expanc
business around the world, including in countried/ar projects where we may not have a clear pathdnetization, such as our commitn
to the Internet.org initiative to increase glohateknet access. In addition, our costs will inceeas a result of integrating and operating |z
and more complex business acquisitions. Our costslso increase as we hire additional employg@asticularly as a result of the signific
competition that we face to attract and retain mézdl talent. Our expenses may grow faster thanreuwenue and may be greater thar
anticipate in a particular period or over time, andt investments may not be successful. In addities may increase marketing, sales,
other operating expenses in order to grow and ekpan operations and to remain competitive. Inaeas our costs may adversely affect
business and profitability.
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Our business is subject to complex and evolving LABd foreign laws and regulations regarding privacdata protection, and other matte
Many of these laws and regulations are subject ttange and uncertain interpretation, and could resuh claims, changes to our busine
practices, monetary penalties, increased cost afrations, or declines in user growth or engagememt otherwise harm our busines

We are subject to a variety of laws and regulatiorthe United States and abroad that involve me&ttentral to our business, includ
privacy and data protection, rights of publicitpntent, intellectual property, advertising, markgtidistribution, data security, data reten
and deletion, personal information, electronic cacts and other communications, competition, ptaiacof minors, consumer protecti
taxation, securities law compliance, and onlinenpat services. The introduction of new productexpansion of our activities in cert
jurisdictions may subject us to additional laws aegdulations. In addition, foreign data protectiprivacy, and other laws and regulations
be more restrictive than those in the United Staféese U.S. federal and state and foreign lawsragdlations, which can be enforcec
private parties or government entities, are cotlistagvolving and can be subject to significant apanin addition, the application &
interpretation of these laws and regulations atenofincertain, particularly in the new and rapielylving industry in which we operate, :
may be interpreted and applied inconsistently famantry to country and inconsistently with our et policies and practices. For exam
the interpretation of some laws and regulations gwvern the use of names and likenesses in cdoneafth advertising and marketi
activities is unsettled, and developments in tihesaacould affect the manner in which we designproducts and offer services. A numbe
proposals are pending before federal, state, areigio legislative and regulatory bodies that cosighificantly affect our business. |
example, the European Commission is currently c@msig a data protection regulation that may inelugperational requirements
companies that receive personal data that arerelifféhan those currently in place in the Europdaion, and that may also include signific
penalties for norcompliance. Similarly, there are a number of ledige proposals in the United States, at both ¢uerfal and state level, t
could impose new obligations in areas affectinglmsiness, such as privacy or liability for copitignfringement by third parties. In additi
some countries are considering or have passeddggisrequiring local storage and processing d¢éaa similar requirements that, if enac
could increase the cost and complexity of delivgionr services. These existing and proposed lagdsegulations can be costly to comply v
and can delay or impede the development of newyatsd result in negative publicity, increase oueraping costs, require significi
management time and attention, and subject usdwirias or investigations, claims or other remediesluding fines or demands that
modify or cease existing business practices.

We have been subject to regulatory investigationsl &ettlements and we expect to continue to be ectiitjio such proceedings in the futu
which could cause us to incur substantial costs mquire us to change our business practices in ammar materially adverse to ol
business.

From time to time, we receive formal and informaguiries from regulators regarding our compliandthMaws and other matters.
2012, the Federal Trade Commission approved eeswdtit agreement with us that, among other thirggglires us to complete bianua
independent privacy assessments and to establshedine certain practices with respect to treatn@nuser information and the prive
settings we offer. In 2011 and 2012, the Irish DRtatection Commissioner audited the data, secuaitg privacy practices and policies
Facebook Ireland. We expect to continue to be thgest of regulatory investigations and auditshe future by these and other regule
throughout the world.

Violation of existing or future regulatory ordersansent decrees could subject us to substantinktary fines and other penalties
could negatively affect our financial condition arebults of operations. In addition, it is possitilat future orders issued by, or inquirie
enforcement actions initiated by, regulatory authes could cause us to incur substantial costequire us to change our business practic
a manner materially adverse to our business.
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If we are unable to protect our intellectual proptgt the value of our brand and other intangible &ts may be diminished, and our busin
may be adversely affected.

We rely and expect to continue to rely on a comtimmaof confidentiality, assignment, and licenseeggnents with our employe
consultants, and third parties with whom we halatienships, as well as trademark, copyright, pateade secret, and domain hame prote
laws, to protect our proprietary rights. In the tddi States and internationally, we have filed wsi@applications for protection of cert
aspects of our intellectual property, and we culyelmold a number of issued patents in multipldsdictions and have acquired patents
patent applications from third parties. In additiom the future we may acquire additional patentpatent portfolios, which could requ
significant cash expenditures. Third parties mapwingly or unknowingly infringe our proprietary fits, third parties may challer
proprietary rights held by us, and pending andriutiademark and patent applications may not beoapgd. In addition, effective intellectt
property protection may not be available in evesyrdry in which we operate or intend to operatelmusginess. In any or all of these cases
may be required to expend significant time and egpein order to prevent infringement or to enfooce rights. Although we have tak
measures to protect our proprietary rights, tharelme no assurance that others will not offer pectslar concepts that are substantially sir
to ours and compete with our business. In addities,regularly contribute software source code urggen source licenses and have n
other technology we developed available under alpen licenses, and we include open source softiwayer products. For example, we h
contributed certain specifications and designsedl#o our data center equipment to the Open Canprdject Foundation, a ngmefit entity
that shares and develops such information withtélsanology community, under the Open Web Founddtioanse. As a result of our of
source contributions and the use of open souroariproducts, we may license or be required taBeeor disclose code and/or innovations
turn out to be material to our business and may hks exposed to increased litigation risk. If thretgction of our proprietary rights
inadequate to prevent unauthorized use or apptapridy third parties, the value of our brand atigeo intangible assets may be diminis
and competitors may be able to more effectively imiour service and methods of operations. Any eéhevents could have an adverse ¢
on our business and financial results.

We are currently, and expect to be in the futurarty to patent lawsuits and other intellectual pregy rights claims that are expensive ¢
time consuming, and, if resolved adversely, coul/b a significant impact on our business, financiabndition, or results of operations.

Companies in the Internet, technology, and mediastries own large numbers of patents, copyrigrasiemarks, and trade secrets,
frequently enter into litigation based on allegati@f infringement, misappropriation, or other widns of intellectual property or other rigl
In addition, various "nomracticing entities" that own patents and otheeliattual property rights often attempt to aggneslyi assert the
rights in order to extract value from technologynganies. Furthermore, from time to time we mayoidtice new products, including in ar
where we currently do not compete, which couldeéase our exposure to patent and other intellepiwgderty claims from competitors &
non-practicing entities.

From time to time, we receive notice letters froatgmt holders alleging that certain of our prodwtd services infringe their pat
rights. We presently are involved in a number o¢liectual property lawsuits, and as we face irgirgpcompetition and gain an increasir
high profile, we expect the number of patent artteointellectual property claims against us to grdefending patent and other intellec
property litigation is costly and can impose a #gigant burden on management and employees, amd @ be no assurances that favol
final outcomes will be obtained in all cases. lditidn, plaintiffs may seek, and we may become ecttijo, preliminary or provisional rulings
the course of any such litigation, including potainpreliminary injunctions requiring us to ceaseng or all of our operations. We may de
to settle such lawsuits and disputes on termsateatinfavorable to us. Similarly, if any litigatiem which we are a party is resolved adver:
we may be subject to an unfavorable judgment ttegt not be reversed upon appeal. The terms of sgektlament or judgment may require
to cease some or all of our operations or pay ankiat amounts to the other party. In addition, way have to seek a license to cont
practices found to be in violation of a third p&tyights, which may not be available on reasonddalms, or at all, and may significar
increase our operating costs and expenses. Asil, niee may also be required to develop alternativeinfringing technology or practices
discontinue the practices. The development of radtire noninfringing technology or practices could requirgrsficant effort and expense
may not be feasible. Our business, financial comditand results of operations could be adverséflyced as a result of an unfavore
resolution of the disputes and litigation refertecébove.

We are involved in numerous class action lawsuitsdaother litigation matters that are expensive atiche consuming, and, if resolve
adversely, could harm our business, financial cotidn, or results of operations.

In addition to intellectual property claims, we aiso involved in numerous other lawsuits, inclgdputative class action lawst
brought by users and marketers, many of which clsiatutory damages or seek significant changesutobasiness operations, and
anticipate that we will continue to be a target fiomerous lawsuits in the future. Because we haee a billion users, the plaintiffs in cl:
action cases filed against us typically claim enaus monetary damages even if the alleged per-umen fis small or nomxistent. An
negative outcome from such lawsuits could resuttagments of substantial monetary
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damages or fines, or undesirable changes to odupt® or business practices, and accordingly oginkbas, financial condition, or results
operations could be materially and adversely agficlthough the results of such lawsuits and ctagi@nnot be predicted with certainty, we
not believe that the final outcome of those mattetating to our products that we currently facdl wave a material adverse effect on
business, financial condition, or results of operat. In addition, we are currently the subjecstifckholder class action suits in connec
with our IPO. We believe these lawsuits are withmoetit and are vigorously defending these lawsuits.

There can be no assurances that a favorable finabme will be obtained in all our cases, and dgifegn any lawsuit is costly and ¢
impose a significant burden on management and gt Any litigation to which we are a party magule in an onerous or unfavora
judgment that may not be reversed upon appeal payments of substantial monetary damages or forese may decide to settle lawsuits
similarly unfavorable terms, which could adversaffect our business, financial conditions, or ressaf operations.

Our CEO has control over key decision making asesult of his control of a majority of our voting stk.

Mark Zuckerberg, our founder, Chairman, and CEQ@big to exercise voting rights with respect toaarity of the voting power of o
outstanding capital stock and therefore has th@ats control the outcome of matters submittedto stockholders for approval, including
election of directors and any merger, consolidat@mrsale of all or substantially all of our assétsis concentrated control could delay, dt
or prevent a change of control, merger, consobdator sale of all or substantially all of our dssthat our other stockholders suppor
conversely this concentrated control could resulthe consummation of such a transaction that thercstockholders do not support. 1
concentrated control could also discourage a piafeintzestor from acquiring our Class A common &taltie to the limited voting power
such stock relative to the Class B common stockraight harm the trading price of our Class A comnstock. In addition, Mr. Zuckerbe
has the ability to control the management and matjategic investments of our company as a re$tiisgosition as our CEO and his ability
control the election or replacement of our direstdn the event of his death, the shares of outtalagiock that Mr. Zuckerberg owns will
transferred to the persons or entities that hegdasés. As a board member and officer, Mr. Zuckerbmves a fiduciary duty to ¢
stockholders and must act in good faith in a maheereasonably believes to be in the best inteodsisr stockholders. As a stockholder, €
a controlling stockholder, Mr. Zuckerberg is emtitlto vote his shares, and shares over which hesdtasy control as a result of voti
agreements, in his own interests, which may noagébe in the interests of our stockholders gelyeral

We plan to continue to make acquisitions, which ¢duequire significant management attention, disrtipur business, result in dilution 1
our stockholders, and adversely affect our finant@ndition and results of operations.

As part of our business strategy, we have made iatghd to continue to make acquisitions to add isfieed employees al
complementary companies, products, or technologfiesome cases, these acquisitions may be suladteffr example, in the first quarter
2014, we entered into agreements to acquire WhatdAp (WhatsApp) and Oculus. We completed our &ition of Oculus in July 201
while the closing of the WhatsApp acquisition rensasubject to the satisfaction of certain cond&jdncluding regulatory clearance. Eac
these companies is larger and more complex thanpagwious acquisitions we have made, and our ghitit acquire and integrate si
companies in a successful manner is unproven

Any acquisitions we announce could be viewed neghtiby users, marketers, developers, or investorsaddition, we may n
successfully evaluate, integrate, or utilize thedpicts, technology, operations, or personnel welieeqThe integration of acquisitions n
require significant time and resources, and we matymanage these integrations successfully. Intiaddiwe may discover liabilities
deficiencies that we did not identify in advanceasated with the companies or assets we acquire effectiveness of our due diligence \
respect to acquisitions, and our ability to evautte results of such due diligence, is dependpnoh the accuracy and completenes
statements and disclosures made or actions takéimebgompanies we acquire or their representathies may also fail to accurately forec
the financial impact of an acquisition transactiorgluding tax and accounting charges. In the fitwwe may not be able to find suite
acquisition candidates, and we may not be abl®maptete acquisitions on favorable terms, if at lilwe are not successful in identifying ¢
closing acquisitions, integrating acquired busieesgroducts, technology or people, or identifyargl addressing liabilities and finan
impacts associated with acquisitions, our busingsstating results, and financial condition coutdaaversely affected.
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We may also incur substantial costs in making asitjons. We may pay substantial amounts of cashawr debt to pay for acquisitiol
which could adversely affect our liquidity. The imeence of indebtedness would also result in irsddixed obligations, increased inte
expense, and could also include covenants or oéstrictions that would impede our ability to maeagur operations. Additionally, we r
issue equity securities to pay for acquisitionsooretain the employees of the acquired companychwtould increase our expenses, adve
affect our financial results, and result in dilutito our stockholders. For example, we paid appnately $400 million in cash and issi
23,071,377 shares of our common stock in conneetitim our acquisition of Oculus, and we have agreegay $4 billion in cash and is:
183,865,778 shares of our common stock upon thengoof the WhatsApp acquisition. We have also edj® issue a substantial numbe
RSUs to help retain employees of these compameaddiition, acquisitions may result in our recogdof charges to our results of operati
and/or amortizable intangible assets on our balaheet upon closing, which can be significant inngztion with larger acquisitions suct
WhatsApp and could adversely affect our future rizial results and financial condition. These fagtoglated to acquisitions may req!
significant management attention, disrupt our bessn result in dilution to our stockholders, andgessely affect our financial results ¢
financial condition.

If our goodwill or amortizable intangible assets &@me impaired, we may be required to record a digant charge to earnings

We review our amortizable intangible assets fordimpent when events or changes in circumstanceésatedthe carrying value may |
be recoverable, such as a decline in stock pridensarket capitalization. We test goodwill for impaént at least annually. If such goodwil
intangible assets are deemed impaired, an impatriogs equal to the amount by which the carryingant exceeds the fair value of the as
would be recognized. We may be required to recasijmificant charge in our financial statementsimythe period in which any impairmi
of our goodwill or amortizable intangible assetdétermined, which would negatively affect our tesaf operations.

Our business is dependent on our ability to maimtaand scale our technical infrastructure, and anygsificant disruption in our servici
could damage our reputation, result in a potentiaks of users and engagement, and adversely affectfinancial results.

Our reputation and ability to attract, retain, ag@tve our users is dependent upon the reliableomesihce of our products and
underlying technical infrastructure. Our systemsymat be adequately designed with the necessargbilty and redundancy to avc
performance delays or outages that could be harmfolr business. If Facebook is unavailable wheeraiattempt to access it, or if it does
load as quickly as they expect, users may not us@mducts as often in the future, or at all. As oser base and the amount and typ
information shared on Facebook continue to growwilleneed an increasing amount of technical infnasture, including network capacity &
computing power, to continue to satisfy the neefdlsur users. It is possible that we may fail toeefively scale and grow our techn
infrastructure to accommodate these increased ddsném addition, our business may be subject terinptions, delays, or failures resuli
from earthquakes, adverse weather conditions, otierral disasters, power loss, terrorism, or otladastrophic events.

A substantial portion of our network infrastructuseprovided by third parties. Any disruption oilfiae in the services we receive fr
these providers could harm our ability to handlesting or increased traffic and could significantigrm our business. Any financial or of
difficulties these providers face may adverseleeffour business, and we exercise little contrarahese providers, which increases
vulnerability to problems with the services thepyde.

We could experience unforeseen difficulties in bdithg and operating key portions of our technicalfiastructure.

We have designed and built our own data centerskapgortions of our technical infrastructure thghuvhich we serve our produc
and we plan to continue to significantly expanddtze of our infrastructure primarily through datnters and other projects. The infrastruc
expansion we are undertaking is complex, and ucipated delays in the completion of these projec@vailability of components may leac
increased project costs, operational inefficienadesnterruptions in the delivery or degradatidrit® quality of our products. In addition, th
may be issues related to this infrastructure thatret identified during the testing phases of giesind implementation, which may o
become evident after we have started to fully zdilihe underlying equipment, that could furtherrddg the user experience or increase
costs.

Our products and internal systems rely on softwatet is highly technical, and if it contains undetéd errors, our business could
adversely affected.

Our products and internal systems rely on softwiaiduding software developed or maintained intdynand/or by third parties, that
highly technical and complex. In addition, our pwots and internal systems depend on the abilityuch software to store, retrieve, proc
and manage immense amounts of data. The softwawhimh we rely has contained, and may now or inftitere contain, undetected err
bugs, or vulnerabilities. Some errors may only Isealered after the code has been released fomaxter internal use. Errors or other de:
defects within the software on which we rely magulein a negative experience for users and marketbo use our products, delay prot
introductions or enhancements, result in measureoren
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billing errors, or compromise our ability to proteéke data of our users and/or our intellectuapprty. Any errors, bugs, or defects discow
in the software on which we rely could result im@age to our reputation, loss of users, loss ofmeggor liability for damages, any of wh
could adversely affect our business and finanesiits.

Certain of our user metrics are subject to inherechallenges in measurement, and real or perceiveddcuracies in such metrics may ha
our reputation and negatively affect our business.

The numbers for our key metrics, which include D&Us, mobile DAUs, MAUs, mobile MAUs, and averagevenue per user (ARPI
as well as certain other metrics such as mobilg-8#AUs and mobileanly MAUSs, are calculated using internal compantadaased on ti
activity of user accounts. While these numbersbased on what we believe to be reasonable estimates user base for the applicable pe
of measurement, there are inherent challenges asunimg usage of our products across large ontiden@obile populations around the world.

For example, there may be individuals who mainteie or more Facebook accounts in violation of eums of service. We estimate,
example, that "duplicate" accounts (an accountdhaser maintains in addition to his or her priatiaccount) may have represented bet\
approximately 4.3% and 7.9% of our worldwide MAWS2013. We also seek to identify "false" accoumtsich we divide into two categorit
(1) user-misclassified accounts, where users heasted personal profiles for a business, orgamizatr nonhuman entity such as a pet (s
entities are permitted on Facebook using a Pager#tan a personal profile under our terms ofisejvand (2) undesirable accounts, w|
represent user profiles that we determine are deeno be used for purposes that violate our texihzervice, such as spamming. In 2013
example, we estimate useiisclassified accounts may have represented betapgroximately 0.8% and 2.1% of our worldwide MABisc
undesirable accounts may have represented betwgmoxamately 0.4% and 1.2% of our worldwide MAUs.eWlelieve the percentage
accounts that are duplicate or false is meaningfoliver in developed markets such as the UnitedeStar United Kingdom and higher
developing markets such as India and Turkey. Howekliese estimates are based on an internal redfi@wlimited sample of accounts and
apply significant judgment in making this deterntioa, such as identifying names that appear to die for other behavior that appe
inauthentic to the reviewers. As such, our estiomtf duplicate or false accounts may not accuratgpresent the actual number of <
accounts. We are continually seeking to improve ahitity to identify duplicate or false accountsdaestimate the total number of s
accounts, and such estimates may change due tovempents or changes in our methodology. Due torérttevariability in such estimates
particular dates of measurement, we disclose thetimates as a range over a recent period.

Our data limitations may affect our understandifigastain details of our business. For example,levhserprovided data indicate:
decline in usage among younger users, this ageislatareliable because a disproportionate numbesuofyounger users register with
inaccurate age. In the third quarter of 2013, weked with third parties to develop models to analyser data by age in the United St
These models suggested that usage by U.S. teensllavas stable, but that DAUs among younger Uegn$ had declined. The data
models we are using are not precise and our urathelisig of usage by age group may not be complete.

Some of our metrics have also been affected byiagijuns on certain mobile devices that automdtioabntact our servers for regu
updates with no user action involved, and thisvitgtican cause our system to count the user agsdcigith such a device as an active ust
the day such contact occurs. For example, we egithat less than 5% of our estimated worldwide BAdd of December 31, 2011 resu
from this type of automatic mobile activity, andattihis type of activity had a substantially snraéiéfect on our estimate of worldwide MA
and mobile MAUs. The impact of this automatic aityivn our metrics varied by geography because lealsage varies in different region:
the world. In addition, our data regarding the gapbic location of our users is estimated based anmber of factors, such as the user
address and self-disclosed location. These factans not always accurately reflect the user's adtgation. For example, a mobitaily use
may appear to be accessing Facebook from the docafithe proxy server that the user connectstteerahan from the user's actual locat
The methodologies used to measure user metricsataaybe susceptible to algorithm or other techrecadrs. For example, in early June 2!
we discovered an error in the algorithm we usestinmate the geographic location of our users tlif@cted our attribution of certain u:
locations for the period ended March 31, 2012. Witils issue did not affect our overall worldwidd and MAU numbers, it did affect @
attribution of users across different geographgiams. We estimate that the number of MAUs as ofdid&1, 2012 for the United State:
Canada region was overstated as a result of the leyrapproximately 3% and this overstatement Wi bby understatements in other regi
The number of such users for the period ended M3i¢l2012 disclosed in "Management's Discussionfaradysis of Financial Condition a
Results of Operations —Frends in Our User Metrics" reflects the reclasaifion to more correctly attribute users by geoli@pegion. Ou
estimates for revenue by user location and revegueser device are also affected by these factors.

We regularly review our processes for calculatihgse metrics, and from time to time we may makesijents to improve thi
accuracy. These adjustments may result in theaeledion of our historical metrics, which are imemdal unless otherwise stated. In addit
our DAU and MAU estimates will differ from estimatpublished by third parties due to differences in
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methodology. For example, some third parties ateabte to accurately measure mobile users or decaoht mobile users for certain u
groups or at all in their analyses.

If marketers, developers, or investors do not peeceur user metrics to be accurate representatbosir user base, or if we disco
material inaccuracies in our user metrics, our t&pon may be harmed and marketers and developayshma less willing to allocate th
budgets or resources to Facebook, which could ivefjaaffect our business and financial results.

We cannot assure you that we will effectively mapamur growth.

Our employee headcount and the scope and complekibur business have increased significantly, viftta number of employe
increasing to 7,185 as of June 30, 2014 from 5&86f June 30, 2013, and we expect headcount growdbntinue for the foreseeable futi
The growth and expansion of our business and ptedueate significant challenges for our managepwerational, and financial resourt
including managing multiple relations with usersarketers, developers, and other third parties.hi évent of continued growth of «
operations or in the number of our thjpdrty relationships, our information technologyteyss or our internal controls and procedures ma
be adequate to support our operations. In addisSome members of our management do not have signifiexperience managing a le
global business operation, so our management malgenable to manage such growth effectively. Teatffely manage our growth, we m
continue to improve our operational, financial, amndnagement processes and systems and to effgcéxphnd, train, and manage
employee base. As our organization continues tavgamd we are required to implement more complepaizational management structu
we may find it increasingly difficult to maintaie benefits of our corporate culture, including ability to quickly develop and launch n
and innovative products. This could negatively efffeur business performance.

The loss of one or more of our key personnel, ordailure to attract and retain other highly qualied personnel in the future, could har
our business.

We currently depend on the continued services aribpnance of our key personnel, including Mark erberg and Sheryl |
Sandberg. Although we have entered into employragntements with Mr. Zuckerberg and Ms. Sandberg,atfreements have no spe«
duration and constitute at-will employment. In diefi, many of our key technologies and systemscastommade for our business by «
personnel. The loss of key personnel, including trens of management as well as key engineeringuptatevelopment, marketing, and s
personnel, could disrupt our operations and havedaerse effect on our business.

As we continue to grow, we cannot guarantee we caititinue to attract the personnel we need to miairdur competitive position.
particular, we intend to continue to hire a sigrafit number of technical personnel in 2014 andfdheseeable future, and we expect to
significant competition from other companies inrgrsuch personnel, particularly in the San FrammcBay Area. As we mature, the incent
to attract, retain, and motivate employees provioedur equity awards or by future arrangements natybe as effective as in the past, al
we issue significant equity to attract additionalptoyees, the ownership of our existing stockhadeay be further diluted. Additionally,
have a number of current employees whose equityemship in our company has provided them a subsiaatiount of personal wealth, wh
could affect their decisions about whether or watdntinue to work for us. As a result of thesedes; it may be difficult for us to continue
retain and motivate our employees. If we do notead in attracting, hiring, and integrating exagtllpersonnel, or retaining and motiva
existing personnel, we may be unable to grow affelst.

We may incur liability as a result of informationatrieved from or transmitted over the Internet oogted to Facebook and claims relatec
our products.

We have faced, currently face, and will continuéaite claims relating to information that is pubéisl or made available on Facebool
particular, the nature of our business exposes afaims related to defamation, intellectual propeights, rights of publicity and privacy, a
personal injury torts. This risk is enhanced intaerjurisdictions outside the United States whame protection from liability for thirgsarty
actions may be unclear and where we may be lessgbed under local laws than we are in the UnitedeS. We could incur significant cc
investigating and defending such claims and, ifanefound liable, significant damages. If any @& events occur, our business and fina
results could be adversely affected.

Computer malware, viruses, hacking and phishingaaks, and spamming could harm our business and fesof operations.

Computer malware, viruses, and computer hackingpdmshing attacks have become more prevalent inmaustry, have occurred
our systems in the past, and may occur on our rEygste the future. Because of our prominence, wiebelthat we are a particularly attrac
target for such attacks. Though it is difficultdetermine what, if any, harm may directly resutinfirany specific interruption or attack, i
failure to maintain performance, reliability, seityirand availability of our products and technigdtastructure. Any such failure may harm
reputation, our ability to retain existing usersl attract new users, and our results of operations.
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In addition, spammers attempt to use our produxtsend targeted and untargeted spam messagesrso wh&ch may embarrass
annoy users and make Facebook less fugerdly. We cannot be certain that the technolsgiad employees that we have to attempt to ¢
spamming attacks will be able to curb spam messkigasbeing sent on our platform. As a result clreing activities, our users may
Facebook less or stop using our products altogether

Payment transactions on Facebook may subject uadditional regulatory requirements and other risklsat could be costly and difficult 1
comply with or that could harm our business.

Our users can use Facebook to purchase virtuatligitdl goods from developers that offer applicati@n the Facebook website us
our Payments infrastructure. We are subject tor@tyaof laws and regulations in the United Statesrope, and elsewhere, including tt
governing anti-money laundering and court@rorist financing, money transmission, gift camafsd other prepaid access instruments,
import and export restrictions. Depending on howRayments product evolves, we may also be sutgjemther laws and regulations includ
those governing electronic funds transfers, gamgblianking, and lending. In some jurisdictions, dipglication or interpretation of these I
and regulations is not clear. To increase flexipiln how our use of Payments may evolve and tagati¢ regulatory uncertainty, we hi
received certain money transmitter licenses in Wmnited States and expect to apply for certain @&guy licenses in Europe, which v
generally require us to demonstrate compliance midmy domestic and foreign laws in these areas.e@arts to comply with these laws ¢
regulations could be costly and result in diversidbrmanagement time and effort and may still naargatee compliance. In the event tha
are found to be in violation of any such legal egulatory requirements, we may be subject to mopnéditaes or other penalties such as a ¢
and desist order, or we may be required to makdymtochanges, any of which could have an adverfsetedn our business and finan
results.

In addition, we may be subject to a variety of #iddal risks as a result of Payments on Facebowkyding:

. increased costs and diversion of management tindeeffiort and other resources to deal with bad &amsns or custom
disputes;

. potential fraudulent or otherwise illegal activity users, developers, employees, or third pa

. restrictions on the investment of consumer funésiue transact Payments;

. additional disclosure and reporting requirems

We plan to continue expanding our operations abroathere we have limited operating experience and rbaysubject to increased busin
and economic risks that could affect our financiaésults.

We plan to continue the international expansioroof business operations and the translation ofpvaducts. We currently ma
Facebook available in more than 70 different laiggsaand we have offices or data centers in mae 2% different countries. We may el
new international markets where we have limitechorexperience in marketing, selling, and deploydng products. Facebook is gener
available globally through the web and on mobilg, $ome or all of Facebook's services or functibnatay not be available in certain marl
due to legal and regulatory complexities. For exampacebook is not generally available in Chirfawé fail to deploy or manage c
operations in international markets successfully, lousiness may suffer. In addition, we are subieca variety of risks inherent in doi
business internationally, including:

. political, social, or economic instabili

. risks related to the legal and regulatory environimia foreign jurisdictions, including with respefti privacy and tax ai
terrestrial infrastructure matters, and unexpectehges in laws, regulatory requirements, and eefoent;

. potential damage to our brand and reputation duwsmepliance with local laws, including potentiahsership or requirements
provide user information to local authorities;

. fluctuations in currency exchange ra

. higher levels of credit risk and payment fre

. enhanced difficulties of integrating any foreigmaisitions

. burdens of complying with a variety of foreign Ig

. reduced protection for intellectual property rigimtsome countrie

. difficulties in staffing and managing global opévats and the increased travel, infrastructure,lagdl complianc

50




costs associated with multiple international lomad;
. compliance with the U.S. Foreign Corrupt Practiéet the U.K. Bribery Act, and similar laws in otherisdictions; an
. compliance with statutory equity requirements arshagement of tax consequen

If we are unable to expand internationally and ngenthe complexity of our global operations sucadblsfour financial results could
adversely affected.

We may incur a substantial amount of indebtednestich could adversely affect our financial conditio

In August 2013, we entered into a fiyear senior unsecured revolving credit facility endhich we may borrow up to $6.5 billion
fund working capital and general corporate purpo8ssof June 30, 2014, no amounts were outstandginigr this facility. If we draw down
this facility in the future, our interest expens® grincipal repayment requirements will increagmificantly, which could have an adve
effect on our financial results.

We may require additional capital to support our finess growth, and this capital may not be avaikbin acceptable terms, if at all.

We may require additional capital to support ousibess growth or to respond to business opporésithallenges or unfores:
circumstances. Our ability to obtain additionalitalpif and when required, will depend on our lmgsis plans, investor demand, our oper.
performance, the condition of the capital markats] other factors. If we raise additional fund®tiyh the issuance of equity, equiityked ol
debt securities, those securities may have rigiteferences, or privileges senior to the right®wf Class A common stock, and our exis
stockholders may experience dilution. If we arehl@do obtain additional capital when requiredace unable to obtain additional capita
satisfactory terms, our ability to continue to soipour business growth or to respond to businggmmunities, challenges, or unfores
circumstances could be adversely affected, andwasiness may be harmed.

If we default on our leasing and credit obligation®ur operations may be interrupted and our busigeand financial results could t
adversely affected.

We finance a significant portion of our expendituterough leasing arrangements, some of which atreequired to be reflected on «
balance sheet, and we may enter into additionalasirmrrangements in the future. In particular, heve used these types of arrangemer
finance some of our equipment, offices, and dataers. In addition, we have a $6.5 billion revotyicredit facility that we may draw upon
finance our operations or other corporate purpdéege default on these leasing and credit obliyadi our leasing partners and lenders
among other things:

. require repayment of any outstanding lease obbigator amounts drawn on our credit faci
. terminate our leasing arrangements and credittiasi

. terminate our access to the leased data centersfiices we utilize

. stop delivery of ordered equipme

. sell or require us to return our leased equipnmar

. require us to pay significant damag

If some or all of these events were to occur, qerations may be interrupted and our ability todfrur operations or obligations, as wel
our business, financial results, and financial éowl could be adversely affected.

We may have exposure to greater than anticipated|iabilities.

Our income tax obligations are based in part oncouporate operating structure and intercompargngements, including the man
in which we develop, value, and use our intellelgiwaperty and the valuations of our intercompamays$actions. The tax laws applicable to
business, including the laws of the United State$ @ther jurisdictions, are subject to interpretatand certain jurisdictions are aggressi
interpreting their laws in new ways in an effortrégse additional tax proceeds from companies sischacebook. The taxing authorities ol
jurisdictions in which we operate may challenge methodologies for valuing developed technologyntercompany arrangements, wk
could increase our worldwide effective tax rate &adm our financial position and results of operagi We are subject to regular review
audit by U.S. federal and state and foreign tak@rities. Tax authorities may disagree with cerfaasitions we have taken and any adv
outcome of such a review or
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audit could have a negative effect on our finanp@sition and results of operations. In additidre tletermination of our worldwide provis
for income taxes and other tax liabilities requisgmificant judgment by management, and therarany transactions where the ultimate
determination is uncertain. Although we believet tbar estimates are reasonable, the ultimate tagome may differ from the amou
recorded in our financial statements and may natgm@ffect our financial results in the periodpmriods for which such determination is mi
In addition, our future income taxes could be asdebr affected by earnings being lower than antteigan jurisdictions that have low
statutory tax rates and higher than anticipatgdrisdictions that have higher statutory tax rateschanges in the valuation of our deferrec
assets and liabilities, or by changes in tax laagulations, or accounting principles. For example,have previously incurred losses in ce
international subsidiaries that resulted in anaiffe tax rate that is significantly higher thae ttatutory tax rate in the United States anc
could continue to happen in the future.

Changes in tax laws or tax rulings could materialffect our financial position and results of opetians.

Changes in tax laws or tax rulings could materialfect our financial position and results of opienas. For example, the current L
administration and key members of Congress havesrpablic statements indicating that tax reform friarity. Certain changes to U.S.
laws, including limitations on the ability to defetS. taxation on earnings outside of the Uniteatest until those earnings are repatriated t
United States, could affect the tax treatment affoteign earnings. In addition, many countrieshia European Union, as well as a numbi
other countries and organizations such as the @a#on for Economic Cooperation and Developmeng, actively considering changes
existing tax laws. Certain proposals could includeommendations that would significantly increase @x obligations in many countr
where we do business. Due to the large and expausdale of our international business activities, ehanges in the taxation of such activ
may increase our worldwide effective tax rate aadrhour financial position and results of operagion

Risks Related to Ownership of Our Class A Common 8tk
The trading price of our Class A common stock haseln and will likely continue to be volatile.

The trading price of our Class A common stock haesnb and is likely to continue to be, volatile. &irshares of our Class A comn
stock were sold in our IPO in May 2012 at a pri€&38.00 per share, our stock price has ranged $d55 to $72.5¢hrough June 30, 20!
In addition to the factors discussed in this Quirt®eport on Form 1@, the trading price of our Class A common stocky rflactuate
significantly in response to numerous factors, maimwhich are beyond our control, including:

. actual or anticipated fluctuations in our revennd ather operating resul
. the financial projections we may provide to thelpytany changes in these projections or our faikar meet these projectio
. actions of securities analysts who initiate or rteiimncoverage of us, changes in financial estimiyeany securities analysts w

follow our company, or our failure to meet thestnestes or the expectations of investors;

. additional shares of our Class A common stock bewlg into the market by us, our existing stockkedd or in connection wi
acquisitions, including shares sold by our emplsy&e cover tax liabilities in connection with RSWsting events, or tl
anticipation of such sales;

. investor sentiment with respect to our competitots,business partners, and our industry in gej

. announcements by us or our competitors of sigmificaroducts or features, technical innovations,uggitijons, strateg
partnerships, joint ventures, or capital commitragnt

. announcements by us or estimates by third parfiegtoal or anticipated changes in the size of user base, the level of u
engagement, or the effectiveness of our ad products

. changes in operating performance and stock magdaations of technology companies in our industrgluding our develope
and competitors;

. price and volume fluctuations in the overall stochrket, including as a result of trends in the eoapnas a whol
. the inclusion or deletion of our Class A commorcktfsom any trading indices, such as the S&P 5@i@x

. media coverage of our business and financial padorce

. lawsuits threatened or filed against
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. developments in new legislation and pending lawsuit regulatory actions, including interim or finallings by judicial @
regulatory bodies; and

. other events or factors, including those resultiogn war or incidents of terrorism, or responsethizse event

In addition, the stock markets have experiencedemé price and volume fluctuations that have afi@and continue to affect |
market prices of equity securities of many techggleompanies. Stock prices of many technology congsahave fluctuated in a man
unrelated or disproportionate to the operating gerbnce of those companies. We are currently subjesecurities litigation in connecti
with our IPO. We may experience more such litigatfollowing future periods of volatility. Any sedties litigation could subject us
substantial costs, divert resources and the atteofimanagement from our business, and adver§felst @ur business.

If securities or industry analysts publish inaccut@or unfavorable research about our business, atiock price could decline

The trading market for our Class A common stocketiels in part on the research and reports thatiiesuwr industry analysts publi
about us or our business. If one or more of thédyateawho cover us downgrade the rating of our €Rgommon stock or publish inaccurat
unfavorable research about our business, our @Glasgnmon stock price could decline.

We do not intend to pay dividends for the foresededture.

We have never declared or paid cash dividends orcapital stock. We currently intend to retain doture earnings to finance 1
operation and expansion of our business, and weotlexpect to declare or pay any dividends in tredeeable future. As a result, you |
only receive a return on your investment in oursSlA common stock if the trading price of our Classommon stock increases. In addit
our credit facility contains restrictions on ouildp to pay dividends.

If we are unable to maintain effective internal cénol over financial reporting in the future, invesirs may lose confidence in the accur
and completeness of our financial reports and teding price of our Class A common stock may be atygely affected.

We are subject to Section 404 of the Sarbamdsy Act (SOX), which requires us to maintain mi@ controls over financial reporti
and to report any material weaknesses in suchnalteontrols. We have consumed and will continuedesume management resources
incur expenses for SOX compliance on an ongoingbHsve identify material weaknesses in our indrcontrol over financial reporting, o
we are unable to comply with the requirements daftiSe 404 in a timely manner or assert that oueriml control over financial reporting
effective, investors may lose confidence in theusacy and completeness of our financial reportsthadrading price of our Class A comn
stock could be negatively affected. We also codddme subject to investigations by the stock exgham which our securities are listed,
Securities and Exchange Commission (SEC), or adwarlatory authorities, which could require additibfinancial and management resout

The requirements of being a public company may &traur resources and divert management's attention.

We are subject to the reporting requirements of Sbeurities Exchange Act of 1934, as amended, theédBrank Act, the listin
requirements of the NASDAQ Global Select Marketd ather applicable securities rules and regulati@mmpliance with these rules ¢
regulations has increased and likely will continoiéncrease our legal and financial compliances;astake some activities more difficult, time-
consuming, or costly, and increase demand on ostesys and resources. As a result, managementgi@itenay be diverted from ott
business concerns, which could harm our busines®p@rating results.

In addition, complying with public disclosure ruleskes our business more visible, which we belieag result in threatened or aci
litigation, including by competitors and other thjparties. If such claims are successful, our ssirand operating results could be harmec
even if the claims do not result in litigation aeaesolved in our favor, these claims, and thes tand resources necessary to resolve -
could divert the resources of our management and bar business and operating results.

The dual class structure of our common stock anckthoting agreements among certain stockholders htheeffect of concentrating votir
control with our CEO and certain other holders ofuo Class B common stock; this will limit or precledyour ability to influence corpora
matters.

Our Class B common stock has ten votes per shadeoar Class A common stock has one vote per sBaoekholders who hold sha
of Class B common stock, including certain of oxeautive officers, employees, and directors and hféiliates, together hold a substan
majority of the voting power of our outstanding itapstock. Because of the ten-doe voting ratio between our Class B and Classmor
stock, the holders of our Class B common stoclectitely control a majority of the combined votipgwer of our common stock and there
are able to control all matters submitted to oaclsholders for approval so long as the shares aé<CB common stock represent at least
of all outstanding shares of our Class A and CBasemmon
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stock. This concentrated control will limit or phede your ability to influence corporate mattersttee foreseeable future.

Transfers by holders of Class B common stock wélherally result in those shares converting to Clasemmon stock, subject
limited exceptions, such as certain transfers &dtedor estate planning or charitable purposes. ddresersion of Class B common stocl
Class A common stock will have the effect, overejrof increasing the relative voting power of thbséders of Class B common stock v
retain their shares in the long term. If, for exénpir. Zuckerberg retains a significant portionhid holdings of Class B common stock fo
extended period of time, he could, in the futumntmue to control a majority of the combined vgtimower of our Class A common stock
Class B common stock.

We have elected to take advantage of the "contrdl®mpany" exemption to the corporate governancéesufor NASDAQIisted companie!
which could make our Class A common stock lessattive to some investors or otherwise harm our &tpcice.

Because we qualify as a "controlled company" unldercorporate governance rules for NASDASed companies, we are not requ
to have a majority of our board of directors beeipeindent, nor are we required to have a compensatmmittee or an independ
nominating function. In light of our status as airolled company, our board of directors determinetito have an independent nomina
function and chose to have the full board of dextbe directly responsible for nominating membsreur board, and in the future we cc
elect not to have a majority of our board of dicestbe independent or not to have a compensatimméitee. Accordingly, should the intere
of our controlling stockholder differ from those other stockholders, the other stockholders mayhawe the same protections afforde
stockholders of companies that are subject tofahe corporate governance rules for NASDASed companies. Our status as a contr
company could make our Class A common stock léssctive to some investors or otherwise harm ocatlsprice.

Delaware law and provisions in our restated cerdie of incorporation and bylaws could make a mergtender offer, or proxy conte
difficult, thereby depressing the trading price ofir Class A common stock.

Our status as a Delaware corporation and thetakeiover provisions of the Delaware General Coipmra_aw may discourage, del;
or prevent a change in control by prohibiting usrfrengaging in a business combination with an ésted stockholder for a period of tF
years after the person becomes an interested stidekh even if a change of control would be beralfito our existing stockholders.
addition, our restated certificate of incorporatemd bylaws contain provisions that may make tlgusttion of our company more diffict
including the following:

. until the first date on which the outstanding skasEour Class B common stock represent less tbé&h & the combined votir
power of our common stock, any transaction thatld/eesult in a change in control of our companyuiegg the approval of
majority of our outstanding Class B common stoclingpas a separate class;

. we have a dual class common stock structure, whiokides Mr. Zuckerberg with the ability to conttble outcome of matte
requiring stockholder approval, even if he ownaigantly less than a majority of the shares of outstanding Class A a
Class B common stock;

. when the outstanding shares of our Class B comitomk sepresent less than a majority of the combirmithg power of commc
stock, certain amendments to our restated cettifiod incorporation or bylaws will require the appal of twothirds of the
combined vote of our then-outstanding shares ofsChaand Class B common stock;

. when the outstanding shares of our Class B comrtomk sepresent less than a majority of the combinatihg power of oL
common stock, vacancies on our board of directditder able to be filled only by our board of ditecs and not by stockholders;

. when the outstanding shares of our Class B comrtmk sepresent less than a majority of the combingtthg power of oL
common stock, our board of directors will be clfisdiinto three classes of directors with staggehedeyear terms and directc
will only be able to be removed from office for say

. when the outstanding shares of our Class B comrtomk sepresent less than a majority of the combinatihg power of oL
common stock, our stockholders will only be abl¢atce action at a meeting of stockholders and patiitten consent;

. only our chairman, our chief executive officer, @uesident, or a majority of our board of directare authorized to call a spe:
meeting of stockholders;

. advance notice procedures apply for stockholdensotinate candidates for election as directorsodoring matters before
annual meeting of stockholders;
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our restated certificate of incorporation authasimadesignated preferred stock, the terms of wimat be established, and shi
of which may be issued, without stockholder apphosad

certain litigation against us can only be broughbelaware
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Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds
a) Sales of Unregistered Securiti
None.

b) Use of Proceed

On May 17, 2012, our registration statement on F8¢h (File No. 333t79287) was declared effective by the SEC for &® lpursuant 1
which we sold an aggregate of 180,000,000 sharesio€lass A common stock at a price to the pulifii§38.00 per share. There has bee
material change in the planned use of proceeds fnemPO as described in our final prospectus fildth the SEC on May 18, 2012 purst
to Rule 424(b).

c) Issuer Purchases of Equity Securitit

None.
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Item 6. Exhibits

Exhibit Incorporated by Reference Filed
Number Exhibit Description Form File No. Exhibit Filing Date Herewith
2.1 Agreement and Plan of Merger and Reorganization,10-Q 001-35551 2.1 April 25, 2014

dated as of February 19, 2014, among the Registrant
Rhodium Acquisition Sub Il, Inc., Rhodium Merger
Sub, Inc., WhatsApp Inc., and Fortis Advisors LLC.

2.2 Amended and Restated Agreement and Plan of  10-Q 001-35551 2.2 April 25, 2014
Merger, dated as of April 21, 2014, among the
Registrant, Inception Acquisition Sub, Inc., Indept
Acquisition Sub II, LLC, Oculus VR, Inc., and
Shareholder Representative Services LLC.

31.1 Certification of Mark Zuckerberg, Chief Executive X
Officer, pursuant to Rule 13a-14(a)/15d-14(a), as
adopted pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002.

31.2 Certification of David M. Wehner, Chief Financial X
Officer, pursuant to Rule 13a-14(a)/15d-14(a), as
adopted pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002.

32.1# Certification of Mark Zuckerberg, Chief Executive X
Officer, pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002.

32.2# Certification of David M. Wehner, Chief Financial X
Officer, pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-

Oxley Act of 2002.

101.INS XBRL Instance Document. X

101.SCH XBRL Taxonomy Extension Schema Document. X

101.CAL XBRL Taxonomy Extension Calculation Linkbase X
Document.

101.DEF XBRL Taxonomy Extension Definition Linkbase X
Document.

101.LAB XBRL Taxonomy Extension Labels Linkbase X
Document.

101.PRE XBRL Taxonomy Extension Presentation Linkbase X
Document.

# This certification is deemed not filed for purpe®of Section 18 of the Securities Exchange Adi9$4, as amended (Exchange Act), or
otherwise subject to the liability of that sectiooy shall it be deemed incorporated by referent®any filing under the Securities Act of 19
as amended (Securities Act), or the Exchange Act.



57




SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causisdQbarterly Report on Form 1Q-to be
signed on its behalf by the undersigned, theredutyp authorized, in the City of Menlo Park, StafeCalifornia, on this 24th day of July 2014.

FACEBOOK, INC.

Date: July 24, 2014 /sl DAVID M. WEHNER

David M. Wehner
Chief Financial Officer
(Principal Financial Officer)

Date: July 24, 2014 /sl JAS ATHWAL

Jas Athwal
Chief Accounting Officer
(Principal Accounting Officer)
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EXHIBIT 31.1

CERTIFICATION OF PERIODIC REPORT UNDER SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

I, Mark Zuckerberg, certify that:
1. | have reviewed this quarterly report on FormQ@0f Facebook, Inc.;

2. Based on my knowledge, this report does notatorany untrue statement of a material fact or amgitate a material fact necessary to r
the statements made, in light of the circumstanoeler which such statements were made, not misigadith respect to the period coverec
this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material respt
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this report;

4. The registran$ other certifying officer and | are responsibledstablishing and maintaining disclosure contamid procedures (as definet
Exchange Act Rules 13a-15(e) and 15d-15(e)) aretriat control over financial reporting (as definadexchange Act Rules 13E5(f) anc
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedorgs designed under our supervisiol
ensure that material information relating to thgistrant, including its consolidated subsidiarissmade known to us by others within th
entities, particularly during the period in whidtig report is being prepared;

b) Designed such internal control over financiglaming, or caused such internal control over faiahreporting to be designed under
supervision, to provide reasonable assurance riegattie reliability of financial reporting and thgeparation of financial statements
external purposes in accordance with generallygiedeaccounting principles;

c) Evaluated the effectiveness of the registeanlisclosure controls and procedures and presentéus report our conclusions about
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

d) Disclosed in this report any change in the tegig’s internal control over financial reportirftat occurred during the registrathost recel
fiscal quarter (the registrast'fourth fiscal quarter in the case of an annupbm® that has materially affected, or is reasopdiilely to
materially affect, the registrant’s internal comeer financial reporting; and

5. The registran$ other certifying officer and | have disclosedsdxhon our most recent evaluation of internal @mver financial reportin
to the registrant’s auditors and the audit commititthe registrant’s board of directors (or pessperforming the equivalent functions):

a) All significant deficiencies and material weakses in the design or operation of internal contre#r financial reporting which &
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that invavamanagement or other employees who have a signifiole in the registrat’interna
control over financial reporting.

Date: July 24, 2014
/sl MARK ZUCKERBERG
Mark Zuckerberg
Chairman and Chief Executive Officer
(Principal Executive Officer)




EXHIBIT 31.2

CERTIFICATION OF PERIODIC REPORT UNDER SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

I, David M. Wehner, certify that:
1. | have reviewed this quarterly report on FormQ@0f Facebook, Inc.;

2. Based on my knowledge, this report does notatorany untrue statement of a material fact or amgitate a material fact necessary to r
the statements made, in light of the circumstanoeler which such statements were made, not misigadith respect to the period coverec
this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material respt
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this report;

4. The registran$ other certifying officer and | are responsibledstablishing and maintaining disclosure contamid procedures (as definet
Exchange Act Rules 13a-15(e) and 15d-15(e)) aretriat control over financial reporting (as definadexchange Act Rules 13E5(f) anc
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedorgs designed under our supervisiol
ensure that material information relating to thgistrant, including its consolidated subsidiarissmade known to us by others within th
entities, particularly during the period in whidtig report is being prepared;

b) Designed such internal control over financiglaming, or caused such internal control over faiahreporting to be designed under
supervision, to provide reasonable assurance riegattie reliability of financial reporting and thgeparation of financial statements
external purposes in accordance with generallygiedeaccounting principles;

c) Evaluated the effectiveness of the registeanlisclosure controls and procedures and presentéus report our conclusions about
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

d) Disclosed in this report any change in the tegig’s internal control over financial reportirftat occurred during the registrathost recel
fiscal quarter (the registrast'fourth fiscal quarter in the case of an annupbm® that has materially affected, or is reasopdiilely to
materially affect, the registrant’s internal comeer financial reporting; and

5. The registran$ other certifying officer and | have disclosedsdxhon our most recent evaluation of internal @mver financial reportin
to the registrant’s auditors and the audit commititthe registrant’s board of directors (or pessperforming the equivalent functions):

a) All significant deficiencies and material weakses in the design or operation of internal contre#r financial reporting which &
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that invavamanagement or other employees who have a signifiole in the registrat’interna
control over financial reporting.

Date: July 24, 2014
/s DAVID M. WEHNER
David M. Wehner
Chief Financial Officer
(Principal Financial Officer)




EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

I, Mark Zuckerberg, Chairman and Chief Executivéic@f of Facebook, Inc. (Company), do hereby cgrfiirsuant to 18 U.S.C. Section 12
as adopted pursuant to Section 906 of the Sarl@rkes- Act of 2002, that to the best of my knowledge

» the Quarterly Report on Form 10-Q of the Compfamythe quarter ended June 30, 2QR4port) fully complies with the requireme
of Section 13(a) or 15(d) of the Securities ExcleaAgt of 1934; and

« the information contained in the Report fairly gmets, in all material respects, the financial ctadiand results of operations of
Company for the periods presented therein.

Date: July 24, 2014
/sl MARK ZUCKERBERG
Mark Zuckerberg
Chairman and Chief Executive Officer
(Principal Executive Officer)




EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

I, David M. Wehner, Chief Financial Officer of Fdmmmk, Inc. (Company), do hereby certify, pursuani8 U.S.C. Section 1350, as ado
pursuant to Section 906 of the Sarbanes-Oxley A2002, that to the best of my knowledge:

» the Quarterly Report on Form 10-Q of the Compfamythe quarter ended June 30, 2QR4port) fully complies with the requireme
of Section 13(a) or 15(d) of the Securities ExcleaAgt of 1934; and

« the information contained in the Report fairly gmets, in all material respects, the financial ctadiand results of operations of
Company for the periods presented therein.

Date: July 24, 2014
/s DAVID M. WEHNER
David M. Wehner
Chief Financial Officer
(Principal Financial Officer)




