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NOTE ABOUT FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forwimaking statements within the meaning of the Pav@ecurities Litigation Refor
Act of 1995. All statements contained in this Qadyt Report on Form 1@ other than statements of historical fact, inalgdstatemen
regarding our future results of operations andrfai@ position, our business strategy and pland,@m objectives for future operations,
forward-looking statements. The words “believe,” dni' “will,” “estimate,” “continue,” “anticipate,” “intend,” “expect,” and simila
expressions are intended to identify forward-logkistatements. We have based these fonlmoking statements largely on our curi
expectations and projections about future eventisteands that we believe may affect our financ@hdition, results of operations, busir
strategy, short-term and long-term business omgrsitand objectives, and financial needs. TheseafoHooking statements are subject
number of risks, uncertainties and assumptionsuditg those described in Part Il, Item 1A. “Ris&dtors”in this Quarterly Report on Fo
10-Q. Moreover, we operate in a very competitive aaudly changing environment. New risks emerge ftone to time. It is not possible 1
our management to predict all risks, nor can wesssthe impact of all factors on our business @ettient to which any factor, or combina
of factors, may cause actual results to differ miatg from those contained in any forwalabking statements we may make. In light of ti
risks, uncertainties and assumptions, the futuemesvand trends discussed in this Quarterly Repofform 100 may not occur and acti
results could differ materially and adversely frtmose anticipated or implied in the forward-lookstgtements.

We undertake no obligation to revise or publicliease the results of any revision to these forieo#ting 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 requitesrwise, the terms “Facebook,” “company,” “weys,” and “our”in this documer
refer to Facebook, Inc., a Delaware corporation, arhere appropriate, its wholly owned subsidiarigse term “Facebookiay also refer 1
our products, regardless of the manner in whicli #te accessed.
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PART |—FINANCIAL INFORMATION

Iltem 1. Financial Statement:

FACEBOOK, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(In millions, except for number of shares and palue)
(Unaudited)

Assets

Current assets:
Cash and cash equivalents
Marketable securities

Accounts receivable, net of allowances for doukdftdounts of $18 and $17 as of September 3

2012 and December 31, 2011, respectively
Income tax refundable
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
Platform 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:

Convertible preferred stock, $0.000006 par valssyable in series; no shares and 569 million shares
authorized as of September 30, 2012 and Decembh@031, respectively, no shares and 543 milliomesha
issued and outstanding as of September 30, 201Deacember 31, 2011, respectively

Common stock, $0.000006 par value; 5,000 milliod 4/141 million Class A shares authorized as of

September 30, 2012 and December 31, 2011, resplctd49 million and 117 million shares issued and
outstanding as of September 30, 2012 and Decenth@031, respectively, including 2 million and 1llimn
outstanding shares subject to repurchase as oéi8bpt 30, 2012 and December 31, 2011, respectively;
4,141 million Class B shares authorized, 1,217iomland 1,213 million shares issued and outstanaléngf
September 30, 2012 and December 31, 2011, resplyctincluding 12 million and 2 million outstanding
shares subject to repurchase as of September 8D,a2@ December 31, 2011, respectively

Additional paid-in capital
Accumulated other comprehensive loss
Retained earnings

Total stockholders’ equity

September 30, December 31,
2012
$ 247¢ % 1,517
7,97¢ 2,39¢
63t 547
567 —
631 14¢
12,28t 4,60
2,28¢ 1,47¢
1,42: 162
41 9C
$ 16,03¢ $ 6,331
$ 58 $ 63
15& 171
40¢ 29€
85 9C
37z 27¢
1,08( 89¢
53C 39¢
254 13¢
1,86¢ 1,43
— 61t
12,58¢ 2,68¢
(6) (6)
1,59¢ 1,60¢
14,17« 4,89¢
16,03¢ $ 6,331

Total liabilities and stockholders’ equity $

See Accompanying Notes to Condensed Consolidateddtal Statements.
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FACEBOOK, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In millions, except per share amounts)

(Unaudited)
Three Months Ended September 30, Nine Months Ended September 30,
2012 2011 2012 2011
Revenue $ 1,26 $ 954 % 3,50¢ $ 2,58(
Costs and expenses:
Cost of revenue 32z 23€ 967 61:
Research and development 244 10¢ 1,10z 264
Marketing and sales 16¢€ 114 703 272
General and administrative 151 82 717 222
Total costs and expenses 88t 54C 3,48¢ 1,371
Income from operations 377 414 15 1,20¢
Interest and other income (expense), net:
Interest expense (12) (20 (35 (26)
Other income (expense), net 6 (25) 9 @)
Income (loss) before provision for income taxes 372 37¢ (11 1,17¢
Provision for income taxes 431 152 — 47¢
Net (loss) income $ (59 $ 227 % (11 $ 69¢
Less: Net income attributable to participating siias — 77 — 23t
Net (loss) income attributable to Class A and ClasB
common stockholders $ 59 $ 15C $ 1y $ 462
(Loss) earnings per share attributable to Class Ared
Class B common stockholders:
Basic $ (0.0 $ 011 $ (0.00) $ 0.3¢
Diluted $ (0.02) $ 0.1C $ (0.00) $ 0.32
Weighted average shares used to compute (loss)
earnings per share attributable to Class A and ClasB
common stockholders:
Basic 2,42( 1,31¢ 1,88¢ 1,28:
Diluted 2,42( 1,52( 1,88¢ 1,50
Share-based compensation expense included in costsd
exXpenses:
Cost of revenue $ 8 ¢ 3 3 79 % 6
Research and development 114 33 71¢ 72
Marketing and sales 28 13 27¢ 24
General and administrative 29 21 311 39
Total share-based compensation expense  $ 17¢ % 70 % 1,38t $ 141

See Accompanying Notes to Condensed Consolidatedi¢tal Statements.
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FACEBOOK, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) INCOME

(In millions)
(Unaudited)
Three Months Ended September 30, Nine Months Ended September 30,
2012 2011 2012 2011
Net (loss) income $ 59 ¢ 227 % 11 $ 69¢
Other comprehensive income (loss):
Foreign currency translation adjustment 21 2 (D) D
Change in unrealized gain on available-for-sale
investments, net of tax 2 — 1 —
Comprehensive (loss) income $ (36 $ 228 % 11) $ 697

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

(In millions)
(Unaudited)
Nine Months Ended September 30,
2012 2011
Cash flows from operating activities
Net (loss) income $ 11 $ 69€
Adjustments to reconcile net (loss) income to @eshgrovided by operating activities:
Depreciation and amortization 42¢ 22C
Loss on write-off of equipment 8 6
Share-based compensation 1,38¢ 141
Deferred income taxes (439 (29
Tax benefit from share-based award activity 854 40¢E
Excess tax benefit from share-based award activity (859 (40%)
Changes in assets and liabilities:
Accounts receivable (90) (72
Income tax refundable (567) —
Prepaid expenses and other current assets 24 (113
Other assets — (25)
Accounts payable 20 36
Platform partners payable (16) 91
Accrued expenses and other current liabilities 162 (9)
Deferred revenue and deposits (5) 44
Other liabilities 27 51
Net cash provided by operating activities 931 1,03¢
Cash flows from investing activities
Purchases of property and equipment (1,039 (421
Purchases of marketable securities (8,590 (2,747
Sales of marketable securities 571 95
Maturities of marketable securities 2,41% a0
Investments in non-marketable equity securities 3) 2
Acquisitions of businesses, net of cash acquined,pairchases of intangible and other assets (911) (5)
Change in restricted cash and deposits 2 5
Net cash used in investing activities (7,559 (2,980
Cash flows from financing activities
Net proceeds from issuance of common stock 6,76( 99¢
Proceeds from exercise of stock options 9 27
Repayment of long term debt — (250
Proceeds from sale and lease-back transactions 20¢ 15
Principal payments on capital lease obligations (231) (12¢)
Excess tax benefit from share-based award activity 854 40t
Net cash provided by financing activities 7,597 1,067
Effect of exchange rate changes on cash and caslaénts (©)] (5)
Net increase (decrease) in cash and cash equivalent 96€ (879
Cash and cash equivalents at beginning of period 1,51z 1,78¢
Cash and cash equivalents at end of period $ 247¢ % 90¢€
Supplemental cash flow data
Cash paid during the period for:
Interest $ 30 $ 19
Income taxes $ 184 $ 17¢

NAan_rach inviactina and financina activitic



Net change in accounts payable and accrued expandagher current liabilities related to

property and equipment additions $ 80) $ 62
Property and equipment acquired under capital tease $ 251 $ 39¢
Fair value of shares issued related to acquisitidimisinesses and other assets $ 275 $ 46

See Accompanying Notes to Condensed Consolidateddtal 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 (GAARY applicable rules and regulations of the Seesitind Exchange Commission (S
regarding interim financial reporting. Certain infeation and note disclosures normally included hie financial statements preparec
accordance with GAAP have been condensed or omiitegduant to such rules and regulations. As suwh,iriformation included in tr
quarterly report on Form 1Q-should be read in conjunction with the consoéddinancial statements and accompanying noteaded in ou
prospectus filed with the SEC pursuant to Rule Bpdtder the Securities Act of 1933, as amended/ayn 18, 2012 (Prospectus).

The condensed consolidated balance sheet as ofribec81, 2011, included herein was derived fromathdited financial statements
of that date, but does not include all disclosimehiding notes required by GAAP.

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

The accompanying unaudited condensed consolidataddal statements reflect all normal recurringuatinents necessary to pres
fairly the financial position, results of operatirand cash flows for the interim periods, but moé necessarily indicative of the result:
operations to be anticipated for the full year agddecember 31, 2012.

We have reclassified certain prior period expemseumts from marketing and sales to general and rEdirative within our condens
consolidated statements of operations to conforoutacurrent period presentation. These reclassifins did not affect revenue, total costs
expenses, income from operations, or net (los&niec

There have been no changes to our significant aticaupolicies described in the Prospectus thaeHsad a material impact on |
condensed consolidated financial statements aatecehotes.

Initial Public Offering and Share-based Compensation

In May 2012, we completed our initial public offiegi (IPO) in which we issued and sold 180 millgirares of Class A common stock
public offering price of $38.00 per share. We reedinet proceeds of $6.8 billi@after deducting underwriting discounts and comrissio
$75 million and other offering expenses of apprately $7 million . Upon the closing of the IPO, siflares of our theautstanding convertib
preferred stock automatically converted into anreggte of 545 million shares of Class B commonkstowl an aggregate of 336 millishare
of Class B common stock converted into Class A comstock.

Restricted stock units (RSUs) granted prior to dayd, 2011 (Pr&011 RSUs) vest upon the satisfaction of both giGeicondition an
a liquidity condition. The service condition foretimajority of these awards is satisfied over foeeirg. The liquidity condition is satisfied up
the occurrence of a qualifying event, defined ashange of control transaction or six months follogvithe completion of our IPO, whi
occurred in May 2012. The vesting condition thalt v satisfied six months following our IPO doext affect the expense attribution pel
for the RSUs for which the service condition hasrbmet as of the date of our IPO. This simnth period is not a substantive service conc
and, accordingly, beginning on the effectivenesswflPO in May 2012, we recognized a cumulativarebased compensation expense fo
portion of the RSUs that had met the service camiin the three and nine months ended Septenthe2@.2 , we recognized $28 milliamc
$1,014 million , respectively, of share-based camspéion expense related to our Pre-2011 RSUs. ASeptember 30, 2012 we ha
approximately $164 million of additional future pmEr share-based compensation expense related fre@2011 RSUs to be recognized ov
weighted-average period of approximately two years

RSUs granted on or after January 1, 2011 (R6%t RSUs) are not subject to a liquidity conditinrorder to vest, and compensa
expense related to these grants is based on the date fair value of the RSUs and is recognized atraightine basis over the applical
service period. The majority of Post-2011 RSUseamed over a service period of four to five yeahs the three and ninmonths ende
September 30, 2012 , we recognized $138 million&8#B million , respectively, and in the three amk months ended September 30, 201
we recognized $59 million and $117 million , redpedly, of share-based compensation expense relatettie Pos2011 RSUs. As «
September 30, 2012 we anticipate $1,871 milliofutdre period expense related to such RSUs wiltdmagnized over a weightenrerag
period of approximately three years .

As of September 30, 2012 , there was $2,302 millibanrecognized share-based compensation expehadich $2,035 milliorrelate:
to RSUs, and $267 million relates to restrictedetand stock options. This unrecognized compemsatipense
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is expected to be recognized over a weighted-aeguagod of approximately three years .

Under settlement procedures applicable to the Bid-RSUs, we are permitted to deliver the undeglgnares within 30 days before or
after the date on which the liquidity conditiorsetisfied. We previously disclosed in our CurreapBrt on Form 8-K filed with the SEC on
September 4, 2012 that we will vest and settletanting Pre2011 RSUs for which the service condition has tmisfied and that are held
employees who were employed by us through Octabeg2012 on October 25, 2012 and such shares g#ligible for sale in the public
markets as of market open on October 29, 2012. Weeast and settle outstanding Pre-2011 RSUs hgldur non-employee directors and
former employees on November 14, 2012 .

On the settlement dates, we plan to withhold antitreacome taxes for RSU holders at applicable mimn statutory rates based on
closing price of our common stock on the trading iamediately preceding the applicable settlemené dWe currently expect that the ave
of these withholding tax rates will be approximgtdb% . If the price of our common stock on the tradiray dmmediately preceding t
applicable settlement date were equal to $21.66 closing price of our Class A common stock ont&aper 30, 2012 we estimate that tt
tax obligation would be approximately $ 2.6 billionthe aggregate. The amount of this obligationlade higher or lower, depending on
closing price of our shares on the trading day idiately preceding the applicable settlement date.s&ttle these RSUs, assuming
approximate 45% tax withholding rate, we estimatg tve will net settle by delivering approximatél®1 million shares of Class B comir
stock and withholding approximately 99 million skarof Class B common stock on October 25, 2012kgndelivering approximatel1
million shares of Class B common stock and withimgjdapproximately 20 million shares of Class B cammnstock on November 14, 2012 .

Use of Estimates

Conformity with GAAP requires the use of estimatesl judgments that affect the reported amounthéndondensed 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 judgmerttgstamical 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 toeaue recognition, collectability of accounts reabie, contingent liabilities, fair value of share
based awards, fair value of financial instrumefds, value of acquired intangible assets and gothdwseful lives of intangible assets
property and equipment, and income taxes. Thesmast are based on managensektiowledge about current events and expectatioos
actions we may undertake in the future. Actuallteszould differ materially from those estimates.

Note 2. Acquisitions

In August 2012, we completed our acquisition oftdgsam, Inc. (Instagram), a privately-held comparjch has built a mobile phone-
based photsharing service that is expected to enhance outopharoduct offerings and to enable users to irseraheir levels of mobi
engagement and photo sharing. We have accounteithifotransaction as a business acquisition fastal fpurchase price of $521 millign
consisting of the issuance of approximately 12ianillvested shares of our Class B common stock meemaployee stockholders of Instagt
and $300 millionin cash. The value of the equity component of theclpase price was determined for accounting pugpbased on the fi
value of our common stock on the closing date. \Ige &sued approximately 11 milliamvested shares of our Class B common sto
employee stockholders of Instagram on the closatg,dvith an aggregate fair value of $ 194 milliomhich will be recognized as they v
over a three -year service period as share-basagarsation expense.

During the nine months ended September 30, 2012 3lso completed other business acquisitions tat tmnsideration of $87 million
These acquisitions were not material to our coneldére®nsolidated financial statements individualyirothe aggregate. Pro forma result
operations related to our acquisition of Instagmanof other companies during the nine months erBegtember 30, 201Bave not bee
presented because they are not material to ourec@ed consolidated statements of operations, éitieidually or in the aggregate.
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The fair value of assets acquired and liabilitissusned for all acquisitions completed during theenhonths endefieptember 30, 20
was based upon a preliminary valuation and oumedéis and assumptions are subject to change withimeasurement period. The prirr
areas of the purchase price that are not yet fiedlare related to income taxes and residual gdlodheasurement period adjustments tha
determine to be material will be applied retrospety to the period of acquisition in our condensmmhsolidated financial statements
depending on the nature of the adjustments, ot@ogs subsequent to the period of acquisitionataigo be affected.

The following table summarizes the allocation dfreated fair values of the assets acquired andlitiab assumed, including those ite
that are still preliminary allocations, and relatesgful lives, where applicable:

Instagram, Inc. Other
Useful lives (in Useful lives (in
(in millions) years) (in millions) years)
Amortizable intangible assets:
Acquired technology $ 74 5 $ 19 3-5
Tradename and other 63 2-7 8 2-3
Net liabilities assumed (€N} 4)
Deferred tax liabilities (50 9
Net assets acquired $ 86 $ 14
Goodwill $ 43¢ $ 73
Total fair value considerations $ 521 $ 87

Goodwill generated from all business acquisitioompleted during the nine months ended Septemhe2(@Q is primarily attributable
to expected synergies from future growth and pa@éntonetization opportunities and is not deduetifolr tax purposes.

During the nine months ended September 30, 2012 also acquired $633 millioof patents and other intellectual property rightte
completed the largest of these intangible assathages in June 2012 under an agreement with Miitr@swporation pursuant to which
were assigned Microsoft's rights to acquire apprately 615U.S. patents and patent applications and certatheaf foreign counterpar
consisting of approximately 17@reign patents and patent applications, that veelgect to an agreement between AOL Inc. and Madt
entered into on April 5, 2012. We paid $550 milliarcash in exchange for these patents and patglitagons. As part of this transaction,
established a deferred tax liability of $49 millitmreflect the difference between the future tagidband book basis in the acquired patent:
patent applications, which also increased the abgeid patent cost by this amount. As part of traasaction, we obtained a license to the «
AOL patents and patent applications being purchagellicrosoft and granted Microsoft a license te thOL patents and patent applicati
that we acquired. The acquisitions of these patgragent applications and other intellectual propeights were accounted for as a
acquisitions. Patents acquired during the nine hwahded September 30, 2012 have estimated usefsirnging from three to 17 yedrem
the dates of acquisition.

Note 3. (Loss) Earnings per Shar

We compute (loss) earnings per share (EPS) of @lassd Class B common stock using the wlass method required for participal
securities. Prior to the date of the IPO, we caersid all series of our convertible preferred stimcke participating securities due to their nor
cumulative dividend rights. Immediately after thempletion of our IPO in May 2012, all outstandintgages of convertible preferred st
converted to Class B common stock. Additionally, eemsider restricted stock awards to be partiaigatecurities, because holders of
shares have non-forfeitable dividend rights ingkient of our declaration of a dividend for commbarss.

Undistributed earnings allocated to these parttoigasecurities are subtracted from net incomeeteining net income attributable
common stockholders. Net losses are not allocatethdse participating securities. Basic EPS is adetp by dividing net (loss) incor
attributable to common stockholders by the weiglaeerage number of shares of our Class A and ClassiBnon stock outstanding, adjus
for outstanding shares that are subject to repsecha

For the calculation of diluted EPS, net incomeilaitable to common stockholders for basic EPS jesaeld by the effect of dilutiy
securities, including awards under our equity conspéon plans. In addition, the computation of dilated EPS of Class A common sti
assumes the conversion from Class B common stdgite whe diluted EPS of Class B common stock da#sassume the conversion of th
shares. Diluted EPS attributable to common stoaldrslis computed by dividing the

10
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resulting net income attributable to common stoddtéis by the weighted-average number of fully éititommon shares outstanding.

Dilutive securities in our diluted EPS calculatifmm the three and nine months ended September(3d, @o not include Pr2011 RSUs
Vesting of these RSUs is dependent upon the setiisfeof both a service condition and a liquidigndition. The liquidity condition is satisfi
upon the occurrence of a qualifying event, definsca change of control transaction or six montHeviing the completion of our IPO. C
IPO did not occur until May 2012. Therefore, priorthis date the holders of these RSUs had nosightour undistributed earnings
accordingly, they are excluded from the effect a$ib and dilutive securities. However, subsequetii¢ completion of our IPO in May 20
these RSUs are included in our basic and dilute8 E#tculation. Pos2011 RSUs are not subject to a liquidity conditiororder to vest, ar
are thus included in the calculation of diluted EP& the three and nine months ended Septemb&03@jn which we reported a net loss,
did not allocate any loss to participating secesitin the basic and diluted EPS computation. Aoiditily, we did not include employee st
options, unvested RSUs, and shares subject toategse in our calculation of diluted EPS, as thesichpf these awards is anti-dilutive.

Basic and diluted EPS are the same for each cfagsmmmon stock because they are entitled to theedmmidation and dividend rights.

11
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The numerators and denominators of the basic dotediEPS computations for our common stock areutatied as follows (in million
except per share amounts):

Three Months Ended September 30, Nine Months Ended September 30,
2012 2011 2012 2011
Class A Class B Class A Class B Class A Class B Class A Class B
Basic EPS:
Numerator

Net (loss) income $ 19 $ 40 $ 19 $ 206 $ 3 $ B $ 58 $ 64C
Less: Net income attributable to
participating securities — — 7 7C — — 20 21k

Net (loss) income
attributable to common
stockholders $ 19 ¢ 40 $ 12 $ 138 $ 3 $ 8 % 38 $ 42F

Denominator

Weighted average shares

outstanding 794 1,632 112 1,20¢ 431 1,457 107 1,181
Less: Shares subject to repurchase 1 5 1 4 1 3 — 5
Number of shares used for
basic EPS computation 793 1,62% 112 1,20¢ 43C 1,45¢ 107 1,17¢
Basic EPS $ (00 $ (007 $ 0.11 $ 011 $ (0.0) $ (001 % 03 $ 0.3¢
Diluted EPS:
Numerator

Net (loss) income attributable to
common stockholders $ 19 ¢ 40 $ 12 $ 138 $ 3 $ 8 % 38 $ 42F

Reallocation of net income
attributable to participating
securities — — 6 — — — 22 —

Reallocation of net (loss) income
as a result of conversion of Clas:
to Class A common stock (40 — 13¢ — (8) — 42F —

Reallocation of net income to
Class B common stock — — — 8 — — — 26

Net (loss) income
attributable to common
stockholders for diluted EF $ B9 ¢ 40 $ 15€ $ 14€  $ 11y $ 8 % 485 % 451

Denominator

Number of shares used for basic

EPS computation 793 1,627 112 1,204 43C 1,45¢ 107 1,17¢

Conversion of Class B to Class A

common stock 1,627 — 1,20¢ — 1,45¢ — 1,17¢ —

Weighted average effect of diluti

securities:
Employee stock options — — 18¢ 18¢ — — 212 212
RSUs — — 10 1C — — 5 5
Shares subject to repurchase — — 4 4 — — 4 4
Warrants — — 2 2 — — 3 3

Number of shares used
for diluted EPS
computation 2,42( 1,627 1,52( 1,40¢ 1,88¢ 1,45¢ 1,507 1,40(

Diluted EPS $ (©0) $ ((00) $ 01C $ 01C $ (©O) $ (0O0) $ 03z $ 032

12
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Note 4. Property and Equipment

Property and equipment consisted of the followingngillions):

September 30, December 31,
2012 2011
Network equipment $ 1,62¢ $ 1,01¢
Land 35 34
Buildings 454 35&
Leasehold improvements 162 12C
Computer software, office equipment and other 88 73
Construction in progress 65E 327
Total 3,02: 1,92t
Accumulated depreciation and amortization (7349 (450
Property and equipment, net $ 2,28¢ $ 1,47¢

Construction in progress includes costs primaghated to the construction of data centers andpeagmt located in our new data cen
in Oregon, North Carolina and Sweden.

Note 5. Goodwill and Other Intangible Asset:

Goodwill and other intangible assets, and relatseful lives, where applicable, consisted of théofeing (in millions, except indicate
otherwise):

Useful lives from date of September 30, December 31,
acquisitions (in years) 2012 2011
Amortizable intangible assets:
Acquired patents 3-18 $ 684 $ 51
Acquired technology 2-10 131 38
Tradename and other 2-7 94 23
Accumulated amortization (76) (32
Net acquired intangible assets 83< 80
Goodwill 59C 82
Goodwill and intangible assets $ 1,42: % 162

Amortization expense of intangible assets for thred and nine months ended September 30, 2012 3dasn#lion and $44 million,
respectively, and for the three and nine montheeéi@eptember 30, 2011 was $5 million and $15 milji;espectively.

Estimated amortization expense for the unamortizeguired intangible assets as of September 30, f¥1the next five years a
thereafter is as follows (in millions):

The remainder of 2012 $ 34
2013 12€
2014 12C
2015 11z
2016 101
2017 8t
Thereafter 25k

$ 83:
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Note 6. Fair Value Measurement:
Assets measured at fair value on a recurring lsisummarized 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 September 30, 2012 (Level 1) (Level 2) (Level 3)
Cash equivalents:
Money market funds $ 73C % 73C % — 8 —
U.S. government securities 234 234 — —
U.S. government agency securities 20¢ 20¢ — —
Marketable securities:
U.S. government securities 5,64 5,64 — —
U.S. government agency securities 2,33( 2,33( — —
Total cash equivalents and marketable securities $ 9,14¢ $ 9,14¢ $ — 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, 2011 (Level 1) (Level 2) (Level 3)
Cash equivalents:
Money market funds $ 89z $ 89z % — 3 —
U.S. government securities 6C 60 — —
U.S. government agency securities 5C 50 — —
Marketable securities:
U.S. government securities 1,41¢ 1,41¢ — —
U.S. government agency securities 981 981 — —
Total cash equivalents and marketable securities $ 3,39t % 3,39%¢ $ — 8 —

Gross unrealized gains or losses for cash equitsadard marketable securities as of September 3@ 26d December 31, 20%&re no
material.

The following table classifies our marketable sémg by contractual maturities as of September28@2 (in millions):

Fair Value
Due in one year $ 5,65¢
Due in one to two years 2,31¢
$ 7,97¢

Note 7. Commitments and Contingencie
Leases

We have entered into various capital lease arrarg&sio obtain property and equipment for our djera. Additionally, on occasion \
have purchased property and equipment for whicthawee subsequently obtained capital financing umsdésteaseback transactions. Th
agreements are typically for three years excepbiolding leases which are for 15 years , with riest rates ranging from 1% to 13% he
leases are secured by the underlying leased bgddand equipment. We have also entered into vanmumscancelable operating le:
agreements for certain of our offices, equipmeaartdiand data centers with original lease periogiérieg between 2012 and 202&e ar
committed to pay a portion of the related actuarapng expenses
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under certain of these lease agreements. Certdhesé arrangements have free rent periods anslifatading rent payment provisions, anc
recognize rent expense under such arrangementstoaight-line basis.

Operating lease expense totaled $50 million and $t#llion for the three and nine months ended Saptr 30, 2012 , an§i52 million
and $171 million for the three and nine months er8eptember 30, 2011 .

Contingencies
Legal Matters

On March 12, 2012, Yahoo filed a lawsuit againsinukie U.S. District Court for the Northern Distrof California, claiming that we
infringe ten of Yahoo's patents that Yahoo claimeldte to “advertising,” “social networking,” “pracy,” “customization,” and “messaging,”
and on April 27, 2012 Yahoo added two patents éddlwsuit that Yahoo claims relate to “advertisingahoo sought unspecified damages, a
damage multiplier for alleged willful infringemeratnd an injunction. On April 3, 2012, we filed @mrswer with respect to this complaint and
asserted counterclaims that Yahoo's products igériten of our patents. On July 6, 2012, the paetigsred into a settlement agreement
resolving all claims made in the litigation. Onyl@l 2012, the parties filed a stipulated dismisgadhe litigation with the U.S. District Court 1
the Northern District of California and this litigan was dismissed on July 10, 2012. We have nongay obligations under this settlement
agreement.

Beginning on May 22, 2012, multiple putative clasions, derivative actions, and individual actiarese filed in state and federal courts
in the United States and in other jurisdictionsimsfaus, our directors, and/or certain of our @f&alleging violation of securities laws or
breach of fiduciary duties in connection with oBQ and seeking unspecified damages. We believe taasuits are without merit, and we
intend to continue to vigorously defend them. Onaber 4, 2012, on our motion, the vast majorityhaf cases in the United States, along with
multiple cases filed against The NASDAQ OMX Groing. and The Nasdaq Stock Market LLC (collectivedferred to herein as NASDAQ)
alleging technical and other trading-related erlbyy&NASDAQ in connection with our IPO, were ordemshtralized for coordinated or
consolidated pre-trial proceedings in the Uniteaté&t District Court for the Southern District ofN¥ork. In addition, the events surrounding
our IPO have become the subject of various govenbimeuiries, and we are cooperating with thoseaires.

We are also party to various legal proceedingscéaichs which arise in the ordinary course of busine

In the opinion of management, there was not at l@asasonable possibility we may have incurredatenal loss, or a material loss
excess of a recorded accrual, with respect to dossingencies relating to the matters set forthvabélowever, the outcome of litigatior
inherently uncertain. Therefore, although managemensiders the likelihood of such an outcome tadmote, if one or more of these le
matters were resolved against us in the same iegqréeriod for amounts in excess of managensestpectations, our condensed consolic
financial statements of a particular reporting pércould be materially adversely affected.

Credit Facilities

In February 2012, we entered into an agreemerdriarnsecured five -year revolving credit facilinat allows us to borrow up ®b5,00(
million for general corporate purposes, with interest pieyah the borrowed amounts set at London Interbaffered Rate (LIBOR) plt
1.0% . Under the terms of the agreement, we angaibt to pay a commitment fee of 0.10p&r annum on the daily undrawn balance
amounts were drawn down under this credit facdgyof September 30, 2012.

Concurrent with our entering into the revolving ditefacility, we also entered into a bridge crefditility agreement that allows us
borrow up to $3,000 milliono fund tax withholding and remittance obligatioe$ated to the settlement of RSUs in connectiom witr IPO
with interest payable on the borrowed amounts s&tBOR plus 1.0% and an additional 0.25%yable on drawn balances outstanding
and after the 180t h day of borrowing. Any amownitstanding under this facility will be due one yatier the date we draw on the facility
no later than June 30, 2014 . Under the terms efatireement, we are obligated to pay a commitmeanbf 0.10%per annum on the da
undrawn balance from and after the BQlay following the date we entered into the briflglity. In October 2012, we amended and res
our existing bridge credit facility (the AmendeddaRestated Term Loan) and converted it into a thyear unsecured term loan facility t
allows us to borrow up to $1,500 million . See NbteSubsequent Event for information on the AmeratetiRestated Term Loan.

No amounts were drawn down under the bridge cfedility agreement as of September 30, 2012 .
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Note 8. Stockholders’ Equity
Share-based Compensation Plans

We maintain three share-based employee compengatios: the 2012 Equity Incentive Plan, the 20GiiSPlan and the 2005 Officers’
Stock Plan (Stock Plans). In January 2012, ourdoédirectors approved our 2012 Equity Incentiv@nR2012 Plan), and in April 2012 «
stockholders adopted the 2012 Plan, effective oy Ma 2012, which serves as the successor to ot Sdock Plan and provides for
issuance of incentive and nonstatutory stock optioestricted stock awards, stock appreciationtsigRSUs, performance shares and ¢
bonuses to qualified employees, directors and dtargs. No new awards will be issued under the 28k Plan as of the effective date ol
2012 Plan. Outstanding awards under the 2005 S@tenk continue to be subject to the terms and comditof the 2005 Stock Plan. She
available for grant under the 2005 Stock Plan, thiere reserved but not issued or subject to audsig awards under the 2005 Stock Ple
of the effective date, were added to the reserf/éswea2012 Plan.

We have initially reserved 25,000,080ares of our Class A common stock for issuanceeundr 2012 Plan. The number of sh
reserved for issuance under our 2012 Plan willeiase automatically on the first day of Januaryamheof 2013 through 2028 a number ¢
shares of Class A common stock equal to (i) theelesf 2.5%0f the total outstanding shares our common stoak #se immediately precedi
December 31st or (ii) a number of shares determbyethe board of directors. The maximum term farcktoptions granted under the 2
Plan may not exceed ten years from the date oftg@ur 2012 Plan will terminate ten yedrem the date of approval unless it is termin
earlier by our compensation committee.

The 2005 Officers’ Stock Plan provides for the &@ste of up to 120,000,0@&hares of incentive and nonstatutory stock optioreertait
of our employees or officers. The 2005 Officersock Plan will terminate ten yeawter its adoption unless terminated earlier by
compensation committee. Stock options become vestel exercisable at such times and under such tcamglias determined by ¢
compensation committee on the date of grant. IneXther 2005, we issued a nonstatutory stock optiosut CEO to purchast20,000,00
shares of our Class B common stock under the 2066e@’ Stock Plan. As of September 30, 2Q1Be option had been partially exercise
respect of 60,000,00¢hares with the remainder remaining outstandingfalhdvested, and no options were available fdufa issuance unc
the 2005 Officers’ Stock Plan.

The following table summarizes the stock option @&8U award activity under the Stock Plans during thine months ende
September 30, 2012 :

Shares Subject to Options Outstanding Outstanding RSUs
Weighted- Weighted
Weighted Average Average
Shares Average Remaining Aggregate Grant
Available Number of Exercise Contractual Intrinsic Outstanding Date Fair
for Grant Shares Price Term Vvalue @ RSUs Value
(in thousands) (in thousands) (in years) (in millions) (in thousands)
Balance as of December 31
2011 52,31¢ 258,53¢ $ 0.47 438 $ 7,36( 378,77. $ 6.85
RSUs granted (33,86% — 33,86¢ 34.6¢
Stock options exercise! — (84,56¢) 0.11 —
Stock options
forfeited/cancelled 584 (584) 0.62 —
RSUs forfeited and
cancelled 9,08¢ — (9,08¢) 19.32
2012 Equity Incentive
Plan shares authorized 25,00(
Balance as of September 3
2012 53,12¢ 17338 g 0.6% 383 $ 3,64: 403,54( ¢ 8.8¢

Q) The aggregate intrinsic value is calculated agltfierence between the exercise price of the ugaeyistock option awards and the assessed faie
of our common stock as of December 31, 2011 andltséng price of our common stock on Septembe28Q2 .
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Note 9. Income Taxe:

Our tax provision for interim periods is determineging an estimate of our annual effective tax, ratfusted for discrete items arising
that quarter. In each quarter we update our estimbthe annual effective tax rate, and if ourreated annual tax rate changes, we mz
cumulative adjustment in that quarter. Our quaytéaik 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 incotfiess) before provision for income taxe:
multiple jurisdictions, including the portions ofiosharebased compensation that will not generate tax litsnahd the effects of acquisitic
and the integration of those acquisitions. In addijtour effective tax rate can be more or lesatlel based on the amount of income (|
before provision for income taxes. For example,ithpact of nondeductible share based compensation expenses affeative tax rate
significantly greater when our income (loss) beforevision for income taxes is lower.

Our effective tax rate has exceeded the U.S. stgtuite primarily because of the impact of nontdgithle shardsased compensati
and losses arising outside the United States iadigtions where we do not receive a tax benefiese losses were primarily due to the ir
startup costs incurred by our foreign subsidiaries terate in certain foreign markets, including theteascurred by those subsidiaries
license, develop, and use our intellectual propédtyr effective tax rate in the future will depemd the portion of our profits earned within
outside the United States, which will also be a#ddy our methodologies for valuing our intelledtproperty and intercompany transactions.

Our effective tax rate in the three months endqute®eber 30, 2012xceeded our effective tax rate in the three moettied Septemt
30, 2011 because the impact of non-deductible db@sed compensation and the losses arising outsddriited States in jurisdictions wh
we do not receive a tax benefit are proportionasiger relative to income (loss) before provisfonincome taxes in 2012 than in 2011.
effective tax rate in the three months ended Seper80, 2012vas also higher due to the expiration of the feld@pacredit for research a
development activities.

Our effective tax rate in the nine months endedt&eper 30, 2012 was zerdlhis occurred because the discrete tax itemsatioat
during the nine months ended September 30, 20E2tdffie tax benefit as determined based on anadstiof our annual effective tax rate
applied to our loss before provision for incomeetafor the nine months ended September 30, 2012effrctive tax rate in the nine mon
ended September 30, 2012 was lower than our eféetak rate in the nine months ended Septembe2@®, due to this effect.

Our income tax refundable was $567 million as opt@mber 30, 2012 which reflects the expected refund of estimatezbine ta
payments made in 2012 and the expected refund fincome tax loss carrybacks to 2010 and 2011. Oudeferred tax assets we89¢
million as of September 30, 2012 , which is an éase of $339 million from December 31, 201This increase is primarily due to
recognition of tax benefits related to shhesed compensation, offset by deferred tax ligsliestablished as part of our purchase accot
related to our acquisitions in the nine months driSieptember 30, 2012 .

We are subject to taxation in the United Stateswamibus other state and foreign jurisdictions. Tigerial jurisdictions in which we ¢
subject to potential examination include the Unigtdtes and Ireland. We are under examination &yriternal Revenue Service (IRS) for
2008 and 2009 tax years. We believe that adequataumats have been reserved for any adjustmentsnthgtultimately result from the
examinations and we do not anticipate a significamgact to our gross unrecognized tax benefits iwithe next 12 months related to th
years. Our 2010 and subsequent tax years remajacsub examination by the IRS and all tax yeaeststg in 2008 remain subject
examination in Ireland. We remain subject to pdeséixaminations or are undergoing audits in variother jurisdictions that are not mate
to our financial statements.

Although the timing of the resolution, settlemeantd closure of any audits is highly uncertains itdasonably possible that the balanc
gross unrecognized tax benefits could significaotignge in the next 12 months. However, given thmber of years remaining that are sut
to examination, we are unable to estimate therdwlje of possible adjustments to the balance afsgnarecognized tax benefits.
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Note 10 Geographical Information

Revenue by geography is based on the billing addrethe advertiser or Platform developer. Theofwihg tables set forth revenue i
long-lived assets by geographic area (in millions):

Three Months Ended September 30, Nine Months Ended September 30,
2012 2011 2012 2011
Revenue:
United States $ 665 % 54z  $ 1,78¢ $ 1,48¢
Rest of the world (1) 597 411 1,71t 1,09t
Total revenue $ 126 $ 954 % 350 % 2,58(

Q) No individual country exceeded 10% of our totaleewe for any period presen

September 30, December 31,
2012 2011
Long-lived assets:
United States $ 2,11 $ 1,444
Rest of the world(1) 17¢ 31
Total long-lived assets $ 2,28¢ % 1,47¢

) No individual country exceeded 10% of our totald-lived assets for any period presei

Note 11 Subsequent Event

In October 2012, we amended and restated our egibtidge credit facility, converting it into thewended and Restated Term Loan, an
unsecured term loan facility that allows us to barup to $1,500 million to fund tax withholding aremittance obligations related to the
settlement of RSUs in connection with our IPO wiitterest payable on the borrowed amounts set @DRBlus 1.0% . We paid origination
fees at closing of the Amended and Restated Teram Lwhich fees are being amortized over the terthefacility. We are also obligated to
pay an additional upfront fee of 0.15% of the aggte amount of the borrowings requested on anyicgigé funding date, which would be
amortized over the remaining term of the facilag,well as an annual commitment fee of 0.10% oml#ilg undrawn balance of the
facility. We may make up to two borrowings undex kmended and Restated Term Loan prior to Nover@®egP012. Any amounts
outstanding under this facility will become due aayable upon the third anniversary date of thiairfborrowing. As we previously disclosed
in our Current Report on Form 8-K filed with the GBn October 15, 2012, we currently expect to uwseolwings under the Amended and
Restated Term Loan to cover approximately halhefwithholding tax liability that will arise whempproximately 271 million RSUs vest and
settle in October and November 2012, and thattkeage of the withholding tax rates will be approately 45% .
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Item 2. Management'’s Discussion and Analysis of Financial Condition ahResults of Operation:

You should read the following discussion of ouafficial condition and results of operations in cargtion with the condensed consolide
financial statements and the notes thereto includisg@where in this Quarterly Report on Form-Q and with our audited consolidat
financial statements included in our prospectusdfipursuant to Rule 424(b) under the SecuritiesoAd933, as amended, with the Secul
and Exchange Commission on May 18, 2012 (Prospedtuaddition to historical condensed consolidafadhncial information, the followir
discussion contains forwardoking statements that reflect our plans, estimatnd beliefs. Our actual results could differ englly from
those discussed in the forwalabking statements. Factors that could cause otrdmute to these differences include those disaligstow an
elsewhere in this Quarterly Report on Form 10-Qrtipalarly in Part II, Item 1A. “Risk Factors.”For a discussion of limitations in t
measurement of certain of our user metrics, seasdhton entitled “—Limitations of Key Metrics.”

Overview

Our mission is to make the world more open and eoted. Facebook enables you to express yourself@miect with the world arou
you instantly and freely

We build products that support our mission by énggtitility for users, developers, and advertisers:

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

DevelopersWe enable developers to use the Facebook Plattmitd applications (apps) and websites that irstegwith Facebook
reach our global network of users and to build potsl that are more personalized, social, and engagi

AdvertisersWe enable advertisers to engage with more tharbbien monthly active users (MAUs) on Facebook or subs&tsir user
based on information they have chosen to share ustlsuch as their age, location, gender, or interd§e offer advertisers a unic
combination of reach, relevance, social contexd, @mgagement to enhance the value of their ads.

We generate substantially all of our revenue fraiveatising and from fees associated with our Paymifrastructure that enables u:
to purchase virtual and digital goods from our f@la developers. In the third quarter of 2012 ,reeorded revenue of $1,262 milligmcome
from operations of $377 million and net loss of $88lion . In the first nine months of 2012 , wecoeded revenue of $3,504 milligrincome
from operations of $15 million and net loss of $million . Total costs and expenses grew more than reveluegeto increased headcount
significant increases in share-based compensatidrredated payroll tax expenses for restrictedkstotts (RSUs) during the thirguarter an
the first nine months of 2012 . During the thirdager and the first nine months of 2012 , we recoeph $148 million and $1,510 million
respectively, of share-based compensation andetelaayroll tax expenses. Of these amounts, $1,08®mwas due to the recognition
share-based compensation and related payroll tagnses related to RSUs granted prior to Janua2@1l1 (Pre2011 RSUSs) triggered by t
completion of our initial public offering (IPO) iMay 2012. For the third quarter of 2012, we incdreenet loss despite generating inc
before provision for income taxes due to our effectax rate exceeding 100%. Our effective tax fme exceeded the U.S. statutory
primarily due to the impact of non-deductible shased compensation and losses arising outsiderttted States in jurisdictions where we
not receive a tax benefit.
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Trends in Our User Metrics

Monthly Active Users (MAUs)We define a monthly active user as a registereéltaak user who logged in and visited Facebook
through our website or a mobile device, or tookaetion to share content or activity with his or Racebook friends or connections
a thirdparty website that is integrated with Facebookhalast 30 days as of the date of measurement. $/6kb) a measure of the ¢
of our global active user community, which has gnambstantially in the past several years.

Monthly Active Users

Worldwide
(in millions)
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Note: For purposes of reporting MAUs, DAUs, and ARS geographic region, Europe includes all userRussia and Turkey, Asia includes all users irtralia anc
New Zealand, and Rest of World includes Africajr_Laimerica, and the Middle East. In June 2012, wgealered an error in the algorithm we used toreate th:
geographic location of our users that affected atiribution of certain user locations for the firgtiarter of 2012. While this issue did not affeat overall worldwidt
MAU number, it did affect our attribution of usesdifferent geographic regions. The first quartdr2012 user metrics reflect the reclassificatiomtore correctl
attribute users by geographic region.

As of September 30, 2012 , we had 1.01 billion MA&Is increase of 26% from September 30, 20d4ers in Brazil, India, and Jay
represented key sources of growth in the third tguasf 2012relative to the prior year. We had 61 million MAls Brazil as o
September 30, 2012 , an increase of 109% compaith@ same period in 2011 ; we had 65 million MA$ndia as ofSeptember 3
2012, an increase of 62% compared to the samedpigri2011 ; and we had 18 million MAUs in JaparohSeptember 30, 201,2ar
increase of 218% compared to the same period irl 20Additionally, we had 171 milliorMAUs in the United States as
September 30, 2012 , an increase of 8% comparthe teame period in 2011 .
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Daily Active Users (DAUs)We define a daily active user as a registered Fastebser who logged in and visited Facebook through
our website or a mobile device, or took an actmahtare content or activity with his or her Facdbirends or connections via a third-
party website that is integrated with Facebookagiven day. We view DAUs, and DAUSs as a percentdd@AUs, as measures of
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2012, thedgyrepresent an average of the first 25 «

of the period and the last 27 days of the periedpectively, in order to avoid using data subjecthe algorithm error described in the MAU sectalmove. The:
average numbers do not meaningfully differ fromaherage numbers when calculated over a full month.

Worldwide DAUSs increased 28% to 584 million on age during September 2012 from 457 million durimgpt®mber 2011 We
experienced growth in DAUs across major marketguding Brazil, India and Japan. Overall growth idls was driven largely t
increased mobile usage of Facebook. Relative te 3002012 , DAUs increased from 552 million to S8#lion , primarily due to a
increase in mobile users. During the third quasfe2012, the number of DAUs using personal computesreased modestly compa
to the second quarter of 2012, but in certain keykets such as the United States and Europe théearuof DAUs using persor
computers was essentially flat quarter-over-quaatfier having decreased modestly during the seqaader of 2012.
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* Mobile MAUs. We define a mobile MAU as a user who accessedleak via a mobile app or via mobile-optimized ia@rs of our
website such as m.facebook.com, whether on a mphdee or tablet such as the iPad, during the gefianeasurement.

Worldwide mobile MAUs increased by 61% from 376lioil as of September 30, 2011 to 604 million aSeptember 30, 2012n all
regions, an increasing number of our MAUs are aingd-acebook through mobile devices, with uselsdima, Brazil and the Unite
States representing key sources of mobile growér this period. Approximately 126 milliomobile MAUs accessed Facebook sc
through mobile apps or our mobile website during itonth ended September 30, 2012 , increasing 2di% 102 millionduring the
month ended June 30, 2012 . The remaining 478amittiobile MAUs accessed Facebook from both persormapaters and mobi
devices during that month. While most of our mobigers also access Facebook through personal cerapwe anticipate that the r
of growth in mobile usage will exceed the growthusage through personal computers for the foretedature and that the use
through personal computers may be flat or contiougecline in certain markets, including key depeld markets such as the Un
States, in part due to our focus on developing teghibducts to encourage mobile usage of Facebook.

Mobile Monthly Active Users
Worldwide
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The number of MAUs, DAUs and mobile MAUSs discussbdve do not include Instagram users unless suaris wsould otherwise
qualify as MAUs, DAUs and mobile MAUSs, respectivelhased on activity that is shared back to Facebook
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Trends in Our Monetization by User Geography

We calculate our revenue by user geography basedmoastimate of the geography in which ad impoassare delivered or virtual goc
are purchased. We define average revenue per ABE{) as our total revenue in a given geographyndua given period, divided by t
average of the number of MAUs in the geographyatiteginning and end of the period. Our revenuefdidU in markets such as the Uni
States, Canada, and Europe are relatively highertalthe size and maturity of those advertisingketaras well as our greater sales pres

and the number of payment methods that we makéablaio advertisers and users.
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Note: Our revenue by user geography in the chabstsva is geographically apportioned based on ourretton of the geographic location of our users wiigey perforr
a revenuegenerating activity. This allocation differs fromrarevenue by geography disclosure in our constdiddinancial statements where revenue is geogcafii
apportioned based on the location of the advert@edeveloper. In June 2012, we discovered an drr¢he algorithm we used to estimate the geog@fiigation of ou
users that affected our attribution of certain useeations for the first quarter of 2012. The figiarter of 2012 ARPU amount for the United St&e&Sanada regiol
reflects an adjustment based on the reclassifioatiomore correctly attribute users by geograplggion.
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During the third quarter of 2012 , worldwide ARPAs$1.29 , an increase of 4% from the third quat@011. Over this period, ARP
increased by approximately 20% in the United State$ Canada and Rest of World, and by 4% andir2%sia and Europe, respective
ARPU in Europe declined compared to the secondtguaf 2012 due primarily to a decline in Paymeatsl other fees revenue i
Advertising revenue being flat due, we believeséasonality traditionally experienced in the thiuhrter. User growth was more rapic
geographies with relatively lower ARPU, such asafand Rest of World. We expect that user growtthénfuture will continue to be higher
those regions where ARPU is relatively lower, sastAsia and Rest of World, such that worldwide ARR&l continue to increase at a slo
rate relative to ARPU in any geographic regionpatentially decrease even if ARPU increases in ggdyraphic region.

Limitations of Key Metrics

The numbers of our MAUs and DAUs and ARPU are dated using internal company data based on theitgctif user accounts. Whi
these numbers are based on what we believe todsemable estimates of our user base for the apjdigeeriod of measurement, there
inherent challenges in measuring usage of our mtsdacross large online and mobile populationsraddhe world. For example, there may
individuals who maintain one or more Facebook ant®in violation of our terms of service, despite efforts to detect and suppress ¢
behavior. We estimate, for example, that “duplitaecounts (an account that a user maintains iniaddib his or her principal account) n
have represented approximately 4.8% of our worléwitAUs as of June 30, 2012 . We also seek to ifjetitilse” accounts, which we divi(
into two categories: (1) user-misclassified accouwhere users have created personal profiles lboiseness, organization, or nbmman entit
such as a pet (such entities are permitted on Bag&alsing a Page rather than a personal profilemuodr terms of service); and (2) undesir
accounts, which represent user profiles that werdehe are intended to be used for purposes tldatei our terms of service, such
spamming. As of June 30, 2012 , for example, wanas¢ user-misclassified accounts may have repredespproximately 2.4%f oul
worldwide MAUs and undesirable accounts may hapeesented approximately 1.586 our worldwide MAUs. We believe the percentag
accounts that are duplicate or false is meaningfalver in developed markets such as the UniteteStar Australia and higher in develog.
markets such as Indonesia and Turkey. Howeverethsmates are based on an internal review ahigelil sample of accounts and we a
significant judgment in making this determinatisnch as identifying names that appear to be falath@r behavior that appears inauthent
the reviewers. As such, our estimation of duplicatéalse accounts may not accurately represenat¢heal number of such accounts. We
continually seeking to improve our ability to idéptduplicate or false accounts and estimate thal toumber of such accounts, and ¢
estimates may be affected by improvements or clsingeur methodology.

Our metrics are also affected by applications amage mobile devices that automatically contact semvers for regular updates with
user action involved, and this activity can cause system to count the user associated with sutviace as an active user on the day
contact occurs. For example, we estimate thattkess 5% of our estimated worldwide DAUs as of Deben81, 2011 and 201@sulted fror
this type of automatic mobile activity, and thaisttype of activity had a substantially smallereeffon our estimate of worldwide MAUS ¢
mobile MAUs. The impact of this automatic actividyp our metrics varies by geography because mobaégeaivaries in different regions of
world. In addition, our data regarding the geograpbcation of our users is estimated based onrabau of factors, such as the uselF
address and self-disclosed location. These factans not always accurately reflect the user’s admdtion. For example, a mobitaily use
may appear to be accessing Facebook from the docafithe proxy server that the user connectstteerghan from the usex’actual locatiol
The methodologies used to measure user metricsataaype susceptible to algorithm or other techrécairs. For example, in early June 2012
we discovered an error in the algorithm we usedsiimate the geographic location of our users dfffected our attribution of certain u
locations for the period ended March 31, 201&hile this issue did not affect our overall wavide MAU number, it did affect our attributi
of users to different geographic regions. We edentlaat the number of MAUs as of March 31, 26d2the United States and Canada re
was overstated as a result of the error by appratein 3% and these overstatements were offset by understatsnin other regions.
addition, our estimates for revenue by user locatice also affected by these factors. We regulajew and may adjust our processes
calculating these metrics to improve their accurdayaddition, our MAU and DAU estimates will différom estimates published by th
parties due to differences in methodology. For gdamsome third parties are not able to accurateasure mobile users or do not c
mobile users for certain user groups or at alh&irtanalyses.
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Components of Results of Operations
Revenue

We generate substantially all of our revenue fraiveatising and from fees associated with our Paymifrastructure that enables u:
to purchase virtual and digital goods from our felat developers.

Advertising. Our advertising revenue is generated by displagdgproducts on the Facebook website or mobile agpbthirdparty
affiliated websites. Advertisers pay for ad produehich include Sponsored Stories in News Feeldeedirectly or through their relationsh
with advertising agencies, based on the numbenpféssions delivered or the number of clicks madeuy users. We recognize revenue f
the delivery of clickbased ads or Sponsored Stories in the period inhadniuser clicks on the content. We recognize nexdrom the disple
of impressionbased ads or Sponsored Stories in the contractéddp@ which the impressions are delivered. Impi@ss are consider
delivered when an ad or Sponsored Story is displageisers. An individual Sponsored Story in Newedrthat is purchased on an impres
basis may be displayed to users more than oncaglartay; however, in general, only the initialptéy of the Sponsored Story is considt
an impression, regardless of how many times thie adtually displayed within the News Feed.

Payments and other feesWe enable Payments from our users to our Platf@weldpers. Our users can transact and make payioue
the Facebook Platform by using credit cards, PagPalther payment methods available on our webgite.receive a fee from our Platfc
developers when users make purchases from ouoRlatfevelopers using our Payments infrastructure.ré¢¢ognize revenue net of amoi
remitted to our Platform developers. We have maditie use of our Payments infrastructure for gapps on Facebook, and fees relate
Payments are generated almost exclusively from ga@emulatively to date, games from Zynga have gged the majority of our payme
and other fees revenue. However, Zynga's contdbuid our payments and other fees revenue hasa$etteover time and this trend r
continue. Our other fees revenue has been immkiteriecent periods.

Cost of Revenue and Operating Expenses

Cost of revenue.Our cost of revenue consists primarily of experessciated with the delivery and distribution of ptoducts. Thes
include expenses related to the operation of ota danters such as facility and server equipmepted@tion, facility and server equipm
rent expense, energy and bandwidth costs, suppdnnaintenance costs, and salaries, benefits,laréisased compensation for employee
our operations teams. Cost of revenue also incladsit card and other transaction fees relatgadoessing customer transactions.

Research and developmenResearch and development expenses consist prinvhsblaries, benefits, and shdr@sed compensation
employees on our engineering and technical teantsamh responsible for building new products as \aelimproving existing products. \
expense all of our research and development cedtes are incurred.

Marketing and sales.Our marketing and sales expenses consist primafilyalaries, benefits, and shdr@sed compensation for «
employees engaged in sales, sales support, magkétisiness development, and customer serviceidusctOur marketing and sales expe
also include user-, developer-, and advertisemtpoiarketing and promotional expenditures.

General and administrative. Our general and administrative expenses consishapily of salaries, benefits, and shéase
compensation for our executives as well as our Jdigance, human resources, corporate communitg@md policy, and other administra
employees. In addition, general and administragixpenses include outside consulting fees, legalamodunting services, and facilities
other supporting overhead costs. General and aslrative expenses also include legal settlements.

We have reclassified certain prior period expemseumts from marketing and sales to general andradiradtive within our condensed
consolidated statements of operations to conforoutacurrent period presentation. These reclassifios did not affect revenue, total costs
expenses, income from operations, or net (los&niec
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Results of Operations

The following table summarizes our historical comskd consolidated statements of operations(dataillions):

Three Months Ended September 30,

Nine Months Ended September 30,

2012 2011 2012 2011

Revenue $ 1,26 $ 954 % 3,50¢ $ 2,58(
Costs and expenses:

Cost of revenue 32z 23€ 967 61:

Research and development 244 10¢ 1,10z 264

Marketing and sales 16¢€ 114 703 272

General and administrative 151 82 717 222
Total costs and expenses 88t 54C 3,48¢ 1,371
Income from operations 377 414 15 1,20¢
Net (loss) income $ 59 $ 227 % 11) $ 69¢
Share-based compensation expense included inamdts
expenses:

Cost of revenue 8 3 79 6

Research and development 114 33 71¢ 72

Marketing and sales 28 13 27¢ 24

General and administrative 29 21 311 39
Total share-based compensation expense $ 17¢  $ 70 $ 1,38¢ $ 141

The following table summarizes our historical comekd consolidated statements of operations datapescentage of revenue for

periods shown:

Three Months Ended September 30,

Nine Months Ended September 30,

2012 2011 2012 2011

Revenue 10C % 10(% 10C% 10C%
Costs and expenses:

Cost of revenue 26% 25% 28% 24%

Research and development 1S % 11% 31% 10%

Marketing and sales 13 % 12% 20% 11%

General and administrative 12% 9% 20% 9%
Total costs and expenses 7C % 57% 10C% 53%
Income from operations 3C% 43% —% 47%
Net (loss) income (5)% 24% —% 27%

Share-based compensation expense included inaodtsxpense@s a percentage of revenue):

Cost of revenue 1% —% 2% —%

Research and development 9 3 21 3

Marketing and sales 2 1 8 1

General and administrative 2 2 9 2
Total share-based compensation expense 14% 7% 40% 5%
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Three and Nine Months Ended September 30, 2012 a2®11

Revenue
Three Months Ended September 30, Nine Months Ended September 30,
% %
2012 2011 change 2012 2011 change
(in millions, except for percentages)

Revenue:

Advertising $ 1,08 $ 79¢€ 36% $ 295(C $ 2,211 33%
Payments and other fees 17¢€ 15€ 13% 554 36¢ 50%
Total revenue $ 1,26 $ 954 320 $ 3,50¢ % 2,58( 36%

Revenue in the third quarter and the first nine thewof 2012 increased $308 million , or 32% , aB@d4bmillion , or 36% respectively
as compared to the same periods in 2011 . Theasereas due primarily to a 36% and 33% increasalwertising revenue during thieird
quarter and the first nine months of 2012 , respelgt as compared to the same periods in 20hilthe third quarter and the first nine mol
of 2012, mobile advertising revenue as a percermhgeverting revenue was 14% and 6%, respectivedymobile advertising was not offel
prior to the first quarter of 2012, comparisontior year are not meaningful. Advertising reveiguew primarily due to a 27% increase in
number of ads delivered during both the third qgragind the first nine months of 20a48d to a lesser extent, due to a 7% and 5% inciedbke
average price per ad in those same periods.

The increase in ads delivered was driven primédnylyiser growth. MAUs grew 26% from September 30,22 September 30, 205Ac¢
average DAUs grew 28% from September 2011 to Sde@012. Various product changes and changes in user engag generally offs
in their impact on the average number of ads per. dsor example, the shift to greater mobile useegaly reduced ads per user, while
introduction of Sponsored Stories in News Feedeased the number of ads per user. The rate of eliangmber of ads delivered also dif
by geography, driven by factors such as mobile ypatien. For example, Europe and Rest of Worldeased at a faster rate than the Ui
States and Asia.

Growth in the average price per ad for the thirdrtgr and the first ninmonths of 2012 compared to the same periods in 2@Eldrivel
primarily by an increase in price per ad in thetddiStates, which benefited from growth in Spondg&tries in News Feed across desktog
mobile devices during the second and third quadé012. Sponsored Stories in News Feed haverdfisantly higher average price per
due to factors which include the prominent positafrthe Sponsored Stories. The increase in priceadein the United States was parti
offset by an increased percentage of our worldwidie being delivered in the Asia and Rest of Woddggaphies where the average price
ad, while growing on a year-ovgear basis, is relatively lower. The average ppeead was also affected by a decline in the aecpaige pe
ad in Europe in the third quarter and the firstenitonths of 2012 compared to the same periods in #80&lto the impact of foreign excha
rate changes and, in part, we believe, to contquiaak economic conditions in that region affectiiyertiser demand.

Payments and other fees revenue in the third quare the first nine months of 2012 increased té6$tillion , or 13% , an®55¢
million , or 50% , respectively, as compared to shene periods in 2011Payments revenue declined compared to the seqpoander of 201:
we believe due primarily to users migrating fronttemonetizing simulation game-types towards lomenetizing arcade and puzzle game
types, as well as a shift in gaming activity to rit@levices which do not use our Payments prodtaxtebook Payments became mandatol
all game developers accepting payments on the BakeBlatform with limited exceptions on July 1, 20JAccordingly, comparisons
Payments and other fees revenue to periods bdftr@ate may not be meaningful. Our Payments temmaisconditions provide for a 30y
claim period subsequent to a Payments transactiangiwhich the customer may dispute the virtuatligiital goods transaction. To date,
have deferred recognition of Payments revenue tirgtiexpiration of this period as we were unablmédke reasonable and reliable estimat
future refunds or chargebacks arising during thag period, due to lack of historical transactibimformation. In the fourth quarter of 20
we will have 24 months of historical transactioir#brmation which we currently anticipate will edakus to estimate future refunds
chargebacks. Accordingly, in the fourth quarte6f.2 we expect to record all Payments revenueseatime of the purchase of the rel:
virtual or digital goods, net of estimated refurmtschargebacks. We anticipate that this changeredlllt in a ondime increase in Paymel
revenue in the fourth quarter.

Seven percent and nine percent of our total revémuthe third quarter and the first nine month261.2 , respectively, and 1286 oul
total revenue for both the third quarter and thgt fline months of 2011came from a single customer, Zynga. Revenue #gnga consiste
of payments processing fees related to their dalétaal goods and from direct advertising purathdy Zynga.
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Cost of revenue

Three Months Ended September 30, Nine Months Ended September 30,
% %
2012 2011 change 2012 2011 change
(in millions, except for percentages)
Cost of revenue $ 32z % 23¢ 36% $ 967 $ 61 58%
Percentage of revenue 26% 25% 28% 24%

Cost of revenue in the third quarter of 2012 inseeb$86 million , or 36% , compared to the samegen 2011 and increased B354
million , or 58% , in the first nine months of 20&@mpared to the same period in 20The increases were primarily due to expenseterktle
expanding our data center operations, including ®lion and $172 million increases in depreciationthe third quarter and the firatne
months of 2012, respectively. Share-based compensakpense increased by $ 73 million in the firste months of 2012 compared to
same period in 2011 mainly due to recognition gfemse related to P011 RSUs triggered by the completion of our IPMiy 2012 and, 1
a lesser extent, RSUs granted on or after Jany&@11 (Post-2011 RSUS). Increases in payroll amnkfits expenses resulting fronba%
increase in employee headcount also contributéatcteases in cost of revenue during the periodsepted. These expenses supported ou
growth, the increased usage of our products bysuderelopers, and advertisers, and the launckwfanoducts.

Research and developme

Three Months Ended September 30, Nine Months Ended September 30,
% %
2012 2011 change 2012 2011 change
(in millions, except for percentages)
Research and development $ 244 3 10¢ 12€% $ 1,102 $ 264 317%
Percentage of revenue 19% 11% 31% 10%

Research and development expenses in the thirdequard the first nine months of 2012 increased6®i@lion and $838 million,
respectively, compared to the same periods in 201e increases were primarily due to increasedesbhased compensation expense 8fl$
million and $ 647 million in the third quarter atite first ninemonths of 2012, respectively, resulting primarilgrh recognition of expen
related to Post-2011 RSUs for the third quarte2a#f2 and Pre-2011 RSUs for the first nine montha0df2. Payroll and benefits expense i
increased due to a 774rowth in employee headcount in engineering, desmnduct management, and other technical functiditmss
investment supported our efforts to improve exgpnoducts and build new products for users, dgerky and advertisers.

Marketing and sale

Three Months Ended September 30, Nine Months Ended September 30,
% %
2012 2011 change 2012 2011 change
(in millions, except for percentages)
Marketing and sales $ 16 $ 114 47% $ 702 % 272 158%
Percentage of revenue 13% 12% 20% 11%

Marketing and sales expenses in the third quartértiae first nine months of 2012 increased $54iomiland $431 million respectively
compared to the same periods in 2011 . The incrieathe third quarter of 2012 compared to the saeréod in 201lwas primarily due to ¢
increase in payroll and benefits expenses resultomg a 21%increase in employee headcount to support globas shusiness developme
and customer service, including a $ 15 million @age in sharbased compensation expense. The increase in gtenfire months of 20:
compared to the same period in 2011 was primanilg tb $ 255 million increase in shdrased compensation expense resulting
recognition of expense related to Pre-2011 RSdgéried by the completion of our IPO in May 2012,dnda lesser extent, Pd&d11 RSU:
An increase in our user-, developer-, and adverteeng marketing expense also affected both plsriresented.
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General and administrative

Three Months Ended September 30, Nine Months Ended September 30,
% %
2012 2011 change 2012 2011 change
(in millions, except for percentages)
General and administrative $ 151 $ 82 84% $ 717 % 222 222%
Percentage of revenue 12% 9% 20% 9%

General and administrative expenses in the thimrtqu and the first nine months of 2012 increaséd fillion and $495 million,
respectively, compared to the same periods in 20Tfie increase in the thirguarter of 2012 compared to the same period in 204
primarily due to growth in legal fees, amortizationacquired patents and other professional sesvises. The increase in the first nmenth:
of 2012 was primarily due to increased share-ba&sedpensation expense of $ 272 million in the fimste months of 2012 resulting frc
recognition of expense related to Pre-2011 RSUs tana lesser extent, Pdd®11 RSUs. Payroll and benefits expenses alsodsetkefor bot
periods presented due to a 48%rease in employee headcount in corporate conupations and policy, human resources, legal, finaane
other functions.

Interest and other income (expense), I

Three Months Ended September 30, Nine Months Ended September 30,
0, 0,
2012 2011 chéonge 2012 2011 che:?\ge
(in millions, except for percentages)

Interest expense $ (11) $ (20 1C% $ (35 $ (26) 35%
Other income (expense), net 6 (25) 124 % 9 (7 22€%
Total interest and other income

(expense), net $ 6 $ (39 (86)% $ (26) $ (33 (21)%

Interest expense increased by $1 million and $%aniin the third quarter and the first nine monti2012, respectively, compared
the same periods in 20timarily due to an increased volume of propertg aquipment financed by capital leases. Changethier incom
(expense), net for the third quarter and the firse months of 2012ompared to the same periods in 2011 were mostytduower foreig
exchange losses in 2012 resulting from the periogimeasurement of our foreign currency balances aral lesser extent, an increas:
interest income driven by larger invested cashriuads.

Income Tax Provisior

Three Months Ended September 30, Nine Months Ended September 30,
% %
2012 2011 change 2012 2011 change
(in millions, except for percentages)
Provision for income taxes $ 431  $ 152 184% $ —  $ 47¢ (100%
Effective tax rate 11€% 40% —% 41%

Our provision for income taxes in the third quadéf012 increased by $279 million compared toshme period in 2011The increas
was primarily due to the impact of non-deductitharebased compensation and the geographic mix of @anie. Our provision for incor
taxes in the first nine months of 2012 decrease#i4®8 million compared to the same period in 2pfifharily due to the loss before provis
for income taxes.

Our effective tax rate in the third quarter of 20@@reased compared to the same period in 2011 phnthue to the impact of certe
non-deductible shareased compensation expense that was recognizetjdhe period and additional losses arising outiéeUnited State
in jurisdictions where we do not receive a tax ignand the expiration of the federal tax credit fesearch and development activities.
impact of these items on our effective tax ratg@gsificantly greater when our income before prmrisor income taxes is lower.
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Our effective tax rate in the first nine months26fl2 was zero because the discrete tax items tbsé @uring the first nine months
2012 offset the income tax benefit that was basedpmplying our estimated annual effective tax tateur loss before provision for inco
taxes. Our effective tax rate in the first nine iisnof 2012 was lower than our effective tax ratéhe same period of 2011 due to this effect.

Our effective tax rate in the fourth quarter aniil year of 2012 could exceed 100% depending oratheunt and geographic mix of «
income before provision for income taxes. If oufeefive tax rate exceeds 100%, we would have dassteven though our income bel
provision for income taxes was positive for anyi@eiin which that occurs. If the federal tax crefdit research and development activitie
reinstated during the fourth quarter, our effectaerate for the fourth quarter and full year 642 will be lower.

Our effective tax rate has exceeded the U.S. stgtuite primarily because of the impact of nontdgithle shardsased compensati
and losses arising outside the United States iadigtions where we do not receive a tax benefiese losses were primarily due to the ir
startup costs incurred by our foreign subsidiaries terate in certain foreign markets, including theteascurred by those subsidiaries
license, develop, and use our intellectual propédtyr effective tax rate in the future will depemd the portion of our profits earned within
outside the United States, which will also be a#ddy our methodologies for valuing our intelledtproperty and intercompany transactions.

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 copsisiarily of cash on deposit with banks and invesiis in money market funds and
government and U.S. government agency securitieshCnd cash equivalents and marketable secutdteded $10.5 billionas o
September 30, 2012 , an increase of $6.5 billiomfDecember 31, 2011 . The most significant cash fctivities consisted of $6.8 billiasf
net proceeds from our IPO which was completed iy @@12, $ 931 million of cash generated from operstand $ 854 millioin excess te
benefit from share-based award activity, offsetk.0 billion used for capital expenditures andl$ enillion used for acquisition of busines
and other assets. We currently anticipate thatawailable funds, credit facilities, and cash flowrh operations will be sufficient to meet
operational cash needs for the foreseeable future.

Pre2011 RSUs vest upon the satisfaction of both aieerondition and a liquidity condition. The liqitid condition will be satisfied i
November 2012. Under settlement procedures appdicabthese awards, we are permitted to deliveruhgerlying shares within 30 d¢
before or after the date on which the liquidity dition is satisfied. We previously disclosed in @urrent Report on Form R-filed with the
Securities and Exchange Commission on Septemb20X that we will vest and settle outstanding Z0&1 RSUs for which the serv
condition has been satisfied and that are heldntpyi@yees who were employed by us through Octobe2Q52 on October 25, 205B2d suc
shares will be eligible for sale in the public metkas of market open on October 29, 2012. Wevedt and settle outstanding @11 RSU
held by our non-employee directors and former eggss on November 14, 2012 .

On the settlement dates, we plan to withhold andtreacome taxes for certain RSU holders at applieaninimum statutory rates ba:
on the closing price of our common stock on thditrg day immediately preceding the applicable setéint date. We currently expect thal
average of these withholding tax rates will be agjmately 45%. If the price of our common stock on the tradimy dmmediately precedii
the applicable settlement date were equal to $21t66 closing price of our Class A common stockSeptember 30, 201,2we estimate th
this tax obligation would be approximately $ 2.8id in the aggregate. The amount of this obligationlatdae higher or lower, depending
the closing price of our shares on the trading idayediately preceding the applicable settlemene.d@ib settle these RSUs, assumin
approximate 45% tax withholding rate, we anticiptitat we will net settle the awards on October2®Bl2 by delivering an aggregate
approximately 121 million shares of Class B comrmatwtk to RSU holders and withholding an aggregatgpproximately 99 milliorshares ¢
Class B common stock, based on RSUs outstanding) &sptember 30, 2012 for which the service cooditvill be satisfied as dDctober 1£
2012 . In addition, we will also net settle on Noweer 14, 2012 by delivering an aggregate of appmaiely 31 millionshares of Class
common stock not held by then-current employeesf &ctober 15, 2012 and withholding an aggregateppiroximately 20 milliorshares ¢
Class B common stock. In connection with thesesaéitements, we will withhold and remit the tadblidgies on behalf of the RSU holders
cash to the applicable tax authorities.

In February 2012, we entered into an agreemenéariounsecured five -year revolving credit facilihat allows us to borrow up 85
billion for general corporate purposes, with interest pieyah the borrowed amounts set at London Interb@ffered Rate (LIBOR) plt
1.0% . Under the terms of the new agreement, welaigated to pay a commitment fee of 0.10% pewuamon the daily undrawn balance.

Concurrent with our entering into the new revolvirgdit facility, we also entered into a bridgeditdacility that allowed us to borrc
up to $3 billion to fund tax withholding and reraitice obligations related to the settlement of RiBld®nnection
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with our IPO. No amounts were drawn down underdtaedit and bridge credit facility agreementsfaSaptember 30, 2012 .

In October 2012, we amended and restated our egibtidge credit facility, converting it to an uoseed term loan facility (the Amend
and Restated Term Loan) that allows us to borrowoufi.5 billion to fund tax withholding and renaitice obligations related to the settlement
of RSUs in connection with our IPO, with intereaiypble on the borrowed amounts set at LIBOR pl0%o1.We paid origination fees at
closing of the Amended and Restated Term Loan, wfdes are being amortized over the term of thiitiadNVe are also obligated to pay an
additional upfront fee of 0.15% of the aggregat@ant of the borrowings requested on any applicabiding date, which would be amortized
over the remaining term of the facility, as wellaasannual commitment fee of 0.10% on the dailyrawd balance of the facility. We may
make up to two borrowings under the Amended anda®as Term Loan prior to November 20, 2012. Any anis outstanding under this
facility will become due and payable upon the tharhiversary date of the initial borrowing. As wevaously disclosed in our Current Report
on Form 8-K filed with the SEC on October 15, 2042, currently expect to use borrowings under theeAded and Restated Term Loan to
cover approximately half of the withholding taxtdibty that will arise when approximately 271 mih RSUs vest and settle in October and
November 2012, and that the average of the withihglthx rates will be approximate45% .

As of September 30, 2012 , $570 million of the $1illion in cash and cash equivalents and marketsdcurities was held by our
foreign subsidiaries. We have provided for the todal taxes that would be due if we repatriatessthfunds for use in our operations in the
United States.

Cash Provided by Operating Activities

Cash flow from operating activities during the ffinine months of 2012 primarily consisted of adjustts to net income for certain non:
cash items such as share-based compensation expiefidel billionand total depreciation and amortization, partiaffset by income te
refundable and deferred income taxes. The decieasesh flow from operating activities during thest nine months of 2012ompared to tt
same period in 2011 was mainly due to $11 millibmet loss incurred in 2012 compared to $698 niillid net income generated in 20
decreased deferred income taxes and increased éntaxnrefundable, partially offset by increasesadjustments for nopash items ¢
described above.

Cash Used in Investing Activities

Cash used in investing activities during the fingite months of 2012 primarily resulted from $5.@idm for the net purchase
marketable securities, $1.0 billidar capital expenditures related to the purchasseofers, networking equipment, storage infrastinagtan:
the construction of data centers as well as $91liomior acquisitions of businesses and other asseth, asipatents. The increase in cash
in investing activities during the first nine mosathf 2012 compared to the same period in 2044 mainly due to increases in the purcha
marketable securities, acquisitions of businesedsther assets and capital expenditures.

We anticipate making capital expenditures in 2012mproximately $1.6 billion to $1.7 billion, a gimn of which we will financ
through leasing arrangements.

Cash Provided by Financing Activities

In May 2012, we received $6.8 billion in proceedsti our IPO, net of offering costs. Our financirgjities have primarily consisted
equity issuances, lease financing, and debt fimgndilet cash provided by financing activities was6$billion and $1.1 billion for the firs
nine months of 2012 and 2011 , respectively, actlidted excess tax benefits from stock award as/ibf $854 million and $405 milliofor
the same periods, respectively. In the first nimeths of 2011, it also included $250 million of debpayment. We had no outstanding
during the same period in 2012.

Off-Balance Sheet Arrangements
We did not have any off-balance sheet arrangenzents September 30, 2012 .

Contractual Obligations
There were no material changes in our commitmemdeiucontractual obligations, as disclosed in gospectus.

Contingencies

We are involved in claims, lawsuits, governmenteistigations, and proceedings. We record a proviom liability when we beliex
both that it is probable that a liability has béscurred, and that the amount can be reasonabipastd. Significant
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judgment is required to determine both probabdityl the estimated amount. Such legal proceedimgmlerently unpredictable and subjec
significant uncertainties, some of which are beyondcontrol. Should any of these estimates andnagBons change or prove to be incori
it could have a material impact on our resultspérations, financial position, and cash flows.

See Note 7 in the notes to the condensed consadidiziancial statements included in Part |, Iteantl “Legal Proceedinggontained i
Part Il, Item 1 of this Quarterly Report on FormQ@or additional information regarding contingesei

Recently Issued and Adopted Accounting Pronouncemén
Comprehensive Income

In May 2011, the Financial Accounting Standards dasued guidance that changed the requiremenprisenting Comprehensiv
Income”in the consolidated financial statements. The wpdaduires an entity to present the componentshefr @omprehensive income eit
in a single continuous statement of comprehensigerne or in two separate but consecutive statem€hésupdate is effective for fiscal ye:
and interim periods within those years, beginnifigradecember 15, 2011 and should be applied nedais/ely. We adopted this new guida
on January 1, 2012.

Critical Accounting Policies and Estimates

Our condensed consolidated financial statementpraqgared in accordance with U.S. generally acdepbeounting principles (GAAF
The preparation of these condensed consolidateshdial statements requires us to make estimatesssuimptions that affect the repo
amounts of assets, liabilities, revenue, costsexpenses, and related disclosures. These estifoateshe basis for judgments we make al
the carrying values of our assets and liabilitighich are not readily apparent from other sourt®s. base our estimates and judgment
historical experience and on various other assumstihat we believe are reasonable under the cgtzumoes. On an ongoing basis, we eva
our estimates and assumptions. Our actual resalysdiffer from these estimates under different aggions or conditions.

We believe that the assumptions and estimates iagstavith revenue recognition for payments ancofhes, income taxes and share
based compensation have the greatest potentiakcingpaour condensed consolidated financial statésndmerefore, we consider these t
our critical accounting policies and estimates.

There have been no material changes to our criicabunting policies and estimates as compareldetaritical accounting policies a
estimates described in our Prospectus.
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ltem 3. Quantitative and Qualitative Disclosures About Market Risk

We are exposed to market risk, including changéstévest rates, foreign currency exchange ratdsrdlation.

Foreign Currency Exchange Risk

International revenue as a percentage of revensed®® and 43% for the third quarter of 2012 and120despectively, and 49%nc
42% for the first nine months of 2012 and 2QXrespectively. We have foreign currency risksteglato our revenue and operating expe
denominated in currencies other than the U.S. dgitémarily the Euro. In general, we are a neeieer of currencies other than the U.S. dc
Accordingly, changes in exchange rates, and iniquéatr a strengthening of the U.S. dollar, will aéigely affect our revenue and ot
operating results as expressed in U.S. dollars.

We have experienced and will continue to experighmuations in our net (loss) income as a restittansaction gains or losses rel:
to revaluing certain current asset and currentlifplbalances that are denominated in currenciggmthan the functional currency of
entities in which they are recorded. We recognizedign currency losses of $1 million , $27 millip$4 million and $13 million in théhird
quarter of 2012 and 2011 and the first nine mooff&012 and 2011 respectively. At this time we do not, but in flaéure we may enter in
derivatives or other financial instruments in aremipt to hedge our foreign currency exchange Hsk. difficult to predict the impact hedgi
activities would have on our results of operations.

Interest Rate Sensitivity

Our cash and cash equivalents and marketable 8eswonsist of cash, certificates of deposit, tikeposits, money market funds
U.S. government treasury and agency debt secur@liesinvestment policy and strategy are focusegrmservation of capital and suppor
our liquidity requirements.

Changes in U.S. interest rates affect the intexasied on our cash and cash equivalents and midkstcurities and the market valu
those securities. A hypothetical 100 basis poiatease in interest rates would result in a decrehapproximately $57 million an$i15 million
in the market value of our available-for-sale dedaturities as of September 30, 2012 and Decembh&031, respectively. Any realized ga
or losses resulting from such interest rate chamgesd only occur if we sold the investments ptimmaturity.

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

Our management, with the participation of our CEH@ &FO, has evaluated the effectiveness of outadige controls and procedu
(as defined in Rules 13a- 15(e) and 158¢e) under the Securities Exchange Act of 1934msended (Exchange Act)), as of the end o
period covered by this Quarterly Report on Form@Based on such evaluation, our CEO and CFO hemeluwded that as of such date,
disclosure controls and procedures were effective.

Changes in Internal Control

There were no changes in our internal control dwemcial reporting identified in management’s exalon pursuant to Rules 13&{d
or 15d-15(d) of the Exchange Act during the peogtered 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, management recognizes that arsolsoand procedures, no ma
how well designed and operated, can provide ordgarable assurance of achieving the desired casttjettives. In addition, the design
disclosure controls and procedures must reflecfabethat there are resource constraints andnthatagement is required to apply judgme
evaluating the benefits of possible controls aratedures relative to their costs.
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PART II—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 for t|
County of Allegheny, claiming substantial ownersbipour company based on a purported contract keatvidr. Ceglia and Mr. Zuckerbe
allegedly entered into in April 2003. We removed tlase 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 claimsit@lude an alleged partnership v
Mr. Zuckerberg, he revised his claims for reliebek a substantial share of Mr. Zuckerbemvnership in us, and he included quotations
supposed emails that he claims to have exchangiédhMvi Zuckerberg in 2003 and 2004. On June 2, 20l filed a motion for expedit
discovery based on evidence we submitted to the sbowing that the alleged contract and emailshupbich Mr. Ceglia bases his compl:
are fraudulent. On July 1, 2011, the court grarded motion and ordered Mr. Ceglia to produce, amotiger things, all hard copy &
electronic versions of the purported contract amaies. On January 10, 2012, the court granted eguest for sanctions against Mr. Ceglic
his delay in compliance with that order. On Maréh 2012, we filed a motion to dismiss Mr. Cegli@omplaint and a motion for judgment
the pleadings. We continue to believe that Mr. ety attempting to perpetrate a fraud on the caod we intend to continue to defend
case vigorously.

Beginning on May 22, 2012, multiple putative clastions, derivative actions, and individual actiorese filed in state and federal col
in the United States and in other jurisdictionsiagfaus, our directors, and/or certain of our @ffi alleging violation of securities laws
breach of fiduciary duties in connection with o®Q and seeking unspecified damages. We believe thesuits are without merit, and
intend to continue to vigorously defend them. Oriaber 4, 2012, on our motion, the vast majorityhaf cases in the United States, along
multiple cases filed against The NASDAQ OMX Grolqg. and The Nasdaq Stock Market LLC (collectivedferred to herein as NASDA
alleging technical and other tradinglated errors by NASDAQ in connection with our |P@ere ordered centralized for coordinate:
consolidated prérial proceedings in the United States District @dar the Southern District of New York. In additi, the events surroundi
our IPO have become the subject of various govenhmeuiries, and we are cooperating with thoseiines. Any such inquiries could subije
us to substantial costs, divert resources andttbetmn of management from our business, and adiyeaffect our business.

We are also currently parties to multiple otherdaits related to our products, including patentimgfement lawsuits brought by b
other companies and ngmacticing entities as well as class action lavesbibught by users and advertisers, and we mayeifuture be subje
to additional lawsuits and disputes. We are alsolired in other claims, government investigaticarsd proceedings arising from the ordir
course of our business. Although the results oéehether lawsuits, claims, government investigaticand proceedings in which we
involved cannot be predicted with certainty, wendd believe that the final outcome of these othattens will have a material adverse effec
our business, financial condition, or results oémaions.
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Item 1A. Risk Factors

Certain factors may have a material adverse effecour business, financial condition and resultsopérations. You should consi
carefully the risks and uncertainties describedobglin addition to other information contained inig Quarterly Report on Form 1Q;
including our condensed consolidated financial estagnts and related notes. The risks and uncergsirtescribed below are not the only ¢
we face. Additional risks and uncertainties thatave unaware of, or that we currently believe am# material, may also become impori
factors that adversely affect our business. If ahyhe following risks actually occurs, our busiseBnancial condition, results of operatio
and future prospects could be materially and adelgraffected. In that event, the trading price of €lass A common stock could decline,
you could lose part or all of your investme

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 engagemeith Facebook, our revenue, financit
results, and business may be significantly harmed.

The size of our user base and our users’ levehghgement are critical to our success. We hadHillidn monthly active users (MAU
as of September 30, 20120ur financial performance has been and will cordito be significantly determined by our succe@sadding
retaining, and engaging active users. We anticigiade our active user growth rate will decline otiere as the size of our active user |
increases, and as we achieve higher market pepetrates. To the extent our active user growtk sddws, our business performance
become increasingly dependent on our ability togase levels of user engagement and monetizatioarient and new markets. If people
not perceive our products to be useful, reliabtel tustworthy, we may not be able to attract ¢aireusers or otherwise maintain or incre
the frequency and duration of their engagementulmer of other social networking companies thaieaad early popularity have since s
their active user bases or levels of engagemeiinde some cases precipitously. There is no guae that we will not experience a sin
erosion of our active user base or engagementslefeliecrease in user retention, growth, or engagérould render Facebook less attrau
to developers and advertisers, which may have @mahtand adverse impact on our revenue, busirfeescial condition, and results
operations. Any number of factors could potentialbgatively affect user retention, growth, and gegeent, including if:

. users increasingly engage with competing prod

. we fail to introduce new and improved productsfave introduce new products or services that atdavmrably receivet

. we are unable to successfully balance our efforfgdvide a compelling user experience with thesieas we make with respe
to the frequency, prominence, and size of ads &met commercial content that we display;

. 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 achiénghalevel of market acceptance;

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

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

. 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;

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

. we fail to provide adequate customer service tos)skevelopers, or advertise

. we, our Platform developers, or other companie®un industry are the subject of adverse media tepor other negati
publicity; or

. our current or future products, such as the FadeBtatform, reduce user activity on Facebook by im@akt easier for our users

interact and share on third-party websites.

If we are unable to maintain and increase our base and user engagement, our revenue, finansialtseand future growth poten
may be adversely affected.

We generate a substantial majority of our revenwerh advertising. The loss of advertisers, or redoatin spending by advertisers with
Facebook, could seriously harm our business.

The substantial majority of our revenue is curiegnerated from third parties advertising on Faokblin the first nine
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months of 2012 and 2011 and the full 2011 , 204:0d, 2009 years, advertising accounted for 84% , 88386, 95% and 98%, respectively
our revenue. As is common in the industry, our aiikers typically do not have lortgrm advertising commitments with us. Many of
advertisers spend only a relatively small portidrtheir overall advertising budget with us. In adxh, advertisers may view some of
products, such as Sponsored Stories and ads vaidl sontext, as experimental and unproven. Adsers will not continue to do business \
us, or they will reduce the prices they are willimgpay to advertise with us, if we do not deliasls and other commercial content ir
effective manner, or if they do not believe thatithinvestment in advertising with us will generatecompetitive return relative to otl
alternatives. Our advertising revenue could be e affected by a number of other factors, intigd

. decreases in user engagement, including time gpeRacebool

. increased user access to and engagement with Fdcéimough our mobile products, where we have gdrdronly a sme
portion of our revenue, particularly to the extdrdt mobile engagement is substituted for engagewmiém Facebook on persoi
computers where we currently have demonstratedtegredility to scale monetization by displaying adsl other commerci

content;

. product changes or inventory management decisiansnay make that reduce the size, frequency, otivelarominence of a
and other commercial content displayed on Facebook;

. our inability to increase the pricing and qualifyads and other commercial content shown to ugarsicularly on mobile device

. our inability to improve our analytics and measueainsolutions that demonstrate the value of ouradb other commerci
content;

. decisions by advertisers to use our free prodsaots) as Facebook Pages, instead of advertisingogbbok

. loss of advertising market share to our compet

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

. adverse media reports or other negative publioiplving us, our Platform developers, or other camips in our industr

. our inability to create new products that sustaimorease the value of our ads and other comnmiarcraent

. the degree to which users opt out of social adsterwise limit the potential audience of commdrcantent

. changes in the way online advertising is pri

. the impact of new technologies that could blockloscure the display of our ads and other commetoiaent; an

. the impact of macroeconomic conditions and conaddim the advertising industry in gene

The occurrence of any of these or other factorédcmsult in a reduction in demand for our ads atetr commercial content, which n
reduce the prices we receive for our ads and attr@mercial content, or cause advertisers to stopréiding with us altogether, either of wh
would negatively affect our revenue and finanagsiults.

Growth in use of Facebook through our mobile prods¢cwhere our ability to continue to increase mabilevenues is unproven, as a
substitute for use on personal computers may negglyi affect our revenue and financial result

We had 604 million MAUs who used Facebook mobiledoicts in Septemb&012. While most of our mobile users also accessls@ol
through personal computers, we anticipate thatdke of growth in mobile usage will exceed the giowm usage through personal compt
for the foreseeable future and that the usage gifrgersonal computers may continue to decline iitaitemarkets, in part due to our focus
developing mobile products to encourage mobile @sdd-acebook. For example, while the number df/dsaitive users (DAUS) using perso
computers increased modestly during the third guatt 2012 compared to the second quarter of 2@1&rtain key markets such as the Ur
States and Europe the number of DAUs using persooaputers was essentially flat quarter-ogearter after having decreased modt
during the second quarter of 2012. We believe smed usage of Facebook on mobile devices has looteti to the recent trend of our DA
increasing more rapidly than the increase in thalmer of ads delivered. We only recently began ttuitie Sponsored Stories in usargbile
News Feeds. Accordingly, in the first nine montfi2@12, we generated only a small portion of owmereie from the use of Facebook ma
products, and our ability to continue to increasebite revenues is unproven. If users increasinglyeas Facebook mobile products .
substitute for access through personal computatkifave are unable to continue to grow mobile rewes, or if we incur excessive expenst
this effort, our financial performance and abilitygrow revenue would be negatively affected.

Facebook user growth and engagement on mobile devidepend upon effective operation with mobile @tigrg systems, networks, and
standards that we do not contrc
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There is no guarantee that popular mobile devicillscentinue to feature Facebook, or that mobilevide users will continue to u
Facebook rather than competing products. We areramt on the interoperability of Facebook with ydap mobile operating systems that
do not control, such as Android and iOS, and amnghs in such systems that degrade our prodiuctstionality or give preferential treatm:
to competitive products could adversely affect Baodk usage on mobile devices. Additionally, in eredeliver high quality mobile produc
it is important that our products work well withrange of mobile technologies, systems, networkd, standards that we do not control.
may not be successful in developing relationshijik ey participants in the mobile industry or ievéloping products that operate effecti
with these technologies, systems, networks, odstas. In the event that it is more difficult fanrrausers to access and use Facebook or
mobile devices, or if our users choose not to acoesise Facebook on their mobile devices or udalenproducts that do not offer acces
Facebook, our user growth and user engagement beutdrmed.

We may not be successful in our efforts to grow gsaf and engagement with the Facebook Platform.

We have made and are continuing to make major imeazgs to enable developers to build applicatiapp$) and websites that integ
with the Facebook Platform. Existing and prospectatform developers may not be successful indimgjlapps or websites that create
maintain user engagement. Additionally, developaey choose to build on other platforms, includingbife platforms controlled by thi
parties, rather than building on the Facebook &atf We are continuously seeking to balance theiloigion objectives of our Platfor
developers with our desire to provide an optima&rexperience, and we may not be successful ireaiciy a balance that continues to ati
and retain Platform developers. From time to time,have taken actions to reduce the volume of comigations from Platform developers
users on Facebook with the objective of enhandieguser experience, and such actions have redisteithution from, user engagement w
and our monetization opportunities from, Faceboukgrated apps and websites. In some instancese thctions have adversely affectec
relationships with Platform developers. If we amg successful in our efforte grow our Platform or if we are unable to builddamaintail
good relations with Platform developers, our usengh and user engagement and our financial remdigsbe adversely affected.

We may not be successful in our efforts to furthmonetize the Facebook Platform.

We currently monetize the Facebook Platform in sweays, including ads on pages generated by apgsacebook, direct advertis
on Facebook purchased by Platform developers t@ draffic to their apps and websites, and feemfour Platform developersise of ou
Payments infrastructure to sell virtual and digigmlods to users. Apps built by developers of sogahes are currently responsible
substantially all of our revenue derived from Pagtae Our Payments revenue in the third quarter0d22declined compared to the sec
quarter of 2012, and Payments revenue may contindecrease or stay flat in future periods. In tioidj a relatively small percentage of
users have transacted with Facebook Payments.xaonpde, in the nine months ended September 30, 2@pproximately 20 millioruser:
purchased virtual goods using Facebook Paymentise IPlatform apps that currently generate revdailiéo grow or maintain their users ¢
engagement, if Platform developers do not contirmuetroduce new apps that attract users and cexagagement, if Platform develog
reduce their advertising on Facebook, if we faifrtaintain good relationships with Platform develspar attract new developers, or if Platf(
apps outside of social games do not gain popularity generate significant revenue, our financiafgomance and ability to grow rever
could be adversely affected.

Additionally, we are actively supporting Platformewetlopers’efforts to develop their own mobile apps and welssthat integrate wi
Facebook. Unlike apps that run within the Facebaeksite which enable us to show ads and offer Paisnee generally do not direc
monetize from Platform developeligtegrating their own mobile apps and websites \Wwiltebook. Therefore, our Platform developers &
to prioritize Facebook integrations with their owrobile apps or websites may reduce or slow the tiraf our user activity that genere
advertising and Payments opportunities, which caddatively affect our revenue. Although we beli¢hat there are significant lortgsr
benefits to Facebook resulting from increased eegemt on Faceboaokitegrated websites and mobile apps, these bemefifsnot offset tr
possible loss of revenue, in which case our businesld be harmed.

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

We face significant competition in almost everyegpof our business, including from companies agksoogle, Microsoft, and Twitt:
which offer a variety of Internet products, sergiceontent, and online advertising offerings, a8l @& from mobile companies and sme
Internet companies that offer products and sentitasmay compete with specific Facebook featuMss.also face competition from traditio
and online media businesses for advertising budiyééscompete broadly with Googsesocial networking offerings, including Googlexgd
also with other, largely regional, social netwotkat have strong positions in particular countriesluding Cyworld in Korea, Mixi in Jape
Orkut (owned by Google) in Brazil and India, andorifakte in Russia. We would also face competitimmf companies in China such
Renren, Sina, and Tencent in the event that waldeeto access the market in China in the futusewA introduce new products, as our exis
products evolve, or as other companies introduse pr@ducts and services, such as mobile messagidgchat services, we may becc
subject to additional
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competition.

Some of our current and potential competitors regrificantly greater resources and better comipetjtositions in certain markets tt
we do. These factors may allow our competitorsegpond more effectively than us to new or emerggetinologies and changes in ma
requirements. Our competitors may develop prodéettures, or services that are similar to ourhatr achieve greater market acceptance,
undertake more fareaching and successful product development effonsarketing campaigns, or may adopt more aggregsicing policies
In addition, Platform partners may use informatstvared by our users through the Facebook Platforarder to develop products or featt
that compete with us. Certain competitors, inclgdBoogle, could use strong or dominant positionsri@ or more markets to gain competi
advantage against us in areas where we operatelingl by integrating competing social networkirlgtforms or features into products tl
control such as search engines, web browsers, bilendevice operating systems; by making acquis#ioor by making access to Facek
more difficult. As a result, our competitors maygaite and engage users at the expense of the gawthgagement of our user base, w
may negatively affect our business and financisiiits.

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

. the usefulness, ease of use, performance, andiligjiaf our products compared to our competit

. the size and composition of our user b

. the engagement of our users with our prod

. the timing and market acceptance of productduding developments and enhancements to our ocaapetitors’products

. our ability to monetize our products, including alnility to successfully monetize mobile us:

. the frequency, size, and relative prominence ofitlieeand other commercial content displayed by wsiocompetitor:

. customer service and support effc

. marketing and selling effor

. our ability to establish and maintain developérterest in building on the Facebook Platfc

. changes mandated by legislation, regulatory authsrior litigation, including settlements and cemtsdecrees, 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 talhemployees, particularly software engine

. our ability to coseffectively manage and grow our operations;

. our reputation and brand strength relative to aumetitors

If we are not able to compete effectively, our usase and level of user engagement may decreagsy eduld make us less attractive
developers and advertisers and materially and adiyeaffect our revenue and results of operations.

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

It is possible that governments of one or more tesimay seek to censor content available on Fsdelm their country, restrict acce
to Facebook from their country entirely, or impasther restrictions that may affect the accessybitit Facebook in their country for
extended period of time or indefinitely. For exampccess to Facebook has been or is currentlijctedtin whole or in part in China, Ir
North Korea, and Syria. In addition, governmentstimer countries may seek to restrict access telitaik if they consider us to be in violai
of their laws. In the event that access to Facelisakstricted, in whole or in part, in one or ma@ntries or our competitors are abl
successfully penetrate geographic markets thatamaat access, our ability to retain or increaseuss@r base and user engagement mi
adversely affected, we may not be able to mairgagrow our revenue as anticipated, and our firelmesults could be adversely affected.

Our new products and changes to existing produatsilc fail to attract or retain users or generatevenue.

Our ability to retain, increase, and engage our hase and to increase our revenue will dependillge@v our ability to create success
new products, both independently and in conjunctigth Platform developers or other third partiese Wiay introduce significant change:
our existing products or develop and introduce &g unproven products, including using technologigk which we have little or no pri
development or operating experience. If new or anéd products fail to engage users, developeiwertisers, we may fail to attract or re
users or to generate sufficient revenue, operatiaggin, or other value to justify our investmerasd our business may be adversely affe
In the future, we may invest in new products aritiaitives to generate revenue, but there is noantae these approaches will be success
we are not successful with new
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approaches to monetization, we may not be ablesiatain or grow our revenue as anticipated or recany associated development costs
our financial results could be adversely affected.

Our culture emphasizes rapid innovation and priagés user engagement over short-term financial risu

We have a culture that encourages employees t&lgudevelop and launch new and innovative produsts.our business grows &
becomes more complex, our cultural emphasis on mgoguickly may result in unintended outcomes orisiens that are poorly received
users, developers, or advertisers. Our culture pismitizes our user engagement over shemn financial results, and we frequently m
product decisions that may reduce our shemA revenue or profitability if we believe thaktklecisions are consistent with our mission
benefit the aggregate user experience and wiletheimprove our financial performance over the logign. These decisions may not proc
the longterm benefits that we expect, in which case our gemwth and engagement, our relationships withettgpers and advertisers, and
business and results of operations could be harmed.

If we are not able to maintain and enhance our branor if events occur that damage our reputationdabrand, our ability to expand ou
base of users, developers, and advertisers mayrpaired, and our business and financial results miag harmed.

We believe that the Facebook brand has signifigashtributed to the success of our business. \We bélieve that maintaining
enhancing our brand is critical to expanding owgebaf users, developers, and advertisers. Manymohew users are referred by existing u:
and therefore we strive to ensure that our usengirefavorably inclined towards Facebook. Maintagnand enhancing our brand will dep
largely on our ability to continue to provide udefeliable, trustworthy, and innovative productd)ich we may not do successfully. We r
introduce new products or terms of service tharsusi® not like, which may negatively affect our rta Additionally, the actions of o
Platform developers may affect our brand if usessndt have a positive experience using thuedty apps and websites integrated
Facebook. We have in the past experienced, andxpecethat in the future we will continue to exeeige, media, legislative, or regulat
scrutiny of our decisions regarding user privacyotiter issues, which may adversely affect our @ and brand. We also may fai
provide adequate customer service, which couldesmmhfidence in our brand. Our brand may also lgatinely affected by the actions
users that are deemed to be hostile or inapprept@abther users, or by users acting under falsmaarthentic identities. Maintaining a
enhancing our brand may require us to make sulistamtestments and these investments may not beessful. If we fail to successfu
promote and maintain the Facebook brand or if weariexcessive expenses in this effort, our busiaessfinancial results may be adver:
affected.

Improper access to or disclosure of our us’ information, or violation of our terms of servicer policies, could harm our reputation and
adversely affect our business.

Our efforts to protect the information that our ngskave chosen to share using Facebook may be agssficl due to the actions of tr
parties, software bugs or other technical malfumsj employee error or malfeasance, or other factoraddition, third parties may attemp
fraudulently induce employees or users to disciof@mation in order to gain access to our datawrusersdata. If any of these events oci
our usersinformation could be accessed or disclosed impitgp&ur Data Use Policy governs the use of infoiorathat users have chosel
share using Facebook and how that information neayded by us and third parties. Some Platform deeet may store information provic
by our users through apps on the Facebook Platéwrmebsites integrated with Facebook. If thesedtparties or Platform developers fai
adopt or adhere to adequate data security praaticlesd to comply with our terms and policies,iorthe event of a breach of their networks,
users’ data may be improperly accessed or disclosed

Any incidents involving unauthorized access toraptioper use of the information of our users ordeais involving violation of ot
terms of service or policies, including our DateeUWslicy, could damage our reputation and our bearetldiminish our competitive position.
addition, the affected users or government autiesritould initiate legal or regulatory action agins in connection with such incidents, wl
could cause us to incur significant expense arilitia or result in orders or consent decrees fogails to modify our business practices. An
these events could have a material and adverse efieour business, reputation, or financial result

Unfavorable media coverage could negatively affeat business.

We receive a high degree of media coverage aromedvbrld. Unfavorable publicity regarding, for exalm our privacy practice
product changes, product quality, litigation orulkgory activity, or the actions of our Platformvedopers or our users, could adversely a
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.
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Our financial results will fluctuate from quartera quarter, which makes them difficult to predict.

Our quarterly financial results have fluctuatedhia past and will fluctuate in the future. Additadly, we have a limited operating hist
with the current scale of our business, which maketfficult to forecast our future results. Asresult, you should not rely upon our
quarterly financial results as indicators of futperformance. You should take into account thesreakd uncertainties frequently encountere
companies in rapidly evolving markets. Our finahcésults in any given quarter can be influencedbsnerous 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 engageme!

. our ability to attract and retain advertisers jpaaticular perioc

. fluctuations in spending by our advertisers dusdasonality, such as historically strong spendmnthé fourth quarter of ea
year, or other factor:

. the number of ads shown to us

. the pricing of our ads and other produ

. the rate of growth in mobile usage compared to @ishgugh personal computers, and our ability to@tiae through our mob
products;

. our ability to maintain or increase payments arofees revenu

. the diversification and growth of revenue souroegamd current 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 rems
competitive;

. our ability to maintain gross margins and operatiraygins

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

. system failures or breaches of security or priv

. inaccessibility of Facebook due to thjpdrty actions

. sharebased compensation expel

. 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;

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

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

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

. changes in business or macroeconomic condi

In the first nine months of 2012 and the full 2011 year, we pste that up to 13% and 19% of our revenue, respedy, was derived from
Payments processing fees from Zynga, direct adsartj from Zynga, revenue from third parties for agsown on pages generated by Zyr
apps, and Facebook ads and Sponsored Stories digglan Zynga.com. If Zynga does not maintain itgdé of engagement with our users
or if we are unable to successfully maintain ourla¢gionship with Zynga, our financial results coulde harmed.

In the first nine months of 2012 and the full 204ar, Zynga directly accounted for approximately 866l 12%, respectively, of ol
revenue, which was comprised of revenue deriverh fRayments processing fees related to Zyngales of virtual goods and from dil
advertising purchased by Zynga. Additionally, Zysgapps generate pages on which we display ads dther advertisers; for the firgine
months of 2012 and the full 2011 year, we estintiaée an additional approximately 4% and 7%espectively, of our revenue was genet
from the display of these ads. The percentage oftatal revenue generated from Zynga in the thjudrter of 2012 continued to decl
compared to prior periods in 2012, and this trehdymga's revenue contribution declining as a patage of our total revenue may continue
addition, while we began displaying ads and Spat@tories on Zynga.com in the second quarter @2 2@e do not currently gener
meaningful revenue from these ads. We may alsotdaihaintain good relations with Zynga or Zynga nugcide to reduce or cease
investments in games on the Facebook Platformddiitian, if we are no longer able to display add &ponsored Stories on Zynga.com
the use of Zynga games on our Platform continueettine for other reasons, our financial resuléy ibe adversely affected.
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We expect our rates of growth will decline in thet@ire.

We believe that our rates of user and revenue ¢ravill decline over time. For example, our revergrew 36% from the firshine
months of 2011 to the same period in 20188% from full 2010 year to full 2011 year and ¥%4rom full 2009 year to full 2010 ye
Historically, our user growth has been a primaiyeirof growth in our revenue. We expect that osengrowth and revenue growth rates
decline over time as the size of our active ussebacreases and as we achieve higher market pgoptrates. As our growth rates decl
investors’ perceptions of our business may be agleraffected and the trading price of our Classofmon stock could decline.

Our business is subject to complex and evolving \aBd foreign laws and regulations regarding priviagcdata protection, and other matters.
Many of these laws and regulations are subject tange and uncertain interpretation, and could resuh claims, changes to our busine
practices, monetary penalties, increased cost agdragions, or declines in user growth or engagemeumtotherwise harm our busines

We are subject to a variety of laws and regulationthe United States and abroad that involve mattentral to our business, includ
user privacy, rights of publicity, data protectiargntent, intellectual property, distribution, dteaic contracts and other communicati
competition, protection of minors, consumer pratetttaxation, securities law compliance, and anlrayment services. The introductiot
new products may subject us to additional laws @gailations. For example, depending on how our Géfts product evolves, we may
subject to laws and regulations governing retutgsability of purchases, purchase of restrictedipots such as alcohol, product liability,
international import and export restrictions. Ird#idn, foreign data protection, privacy, and otlevs and regulations are often more restri
than those in the United States. These U.S. federdlstate and foreign laws and regulations, whanh be enforced by private parties
government entities, are constantly evolving andhoa subject to significant change. In additiome, éipplication and interpretation of these |
and regulations are often uncertain, particularlthie new and rapidly evolving industry in which agerate. For example, the interpretatio
some laws and regulations that govern the use merand likenesses in connection with advertismdyraarketing activities is unsettled i
developments in this area could affect the manmewvhich we design our products, as well as our seoinuse. A number of proposals
pending before federal, state, and foreign legisdaand regulatory bodies that could significamtffect our business. For example, a revisic
the 1995 European Union Data Protection Directvelirrently being considered by European legistdbiodies that may include more string
operational requirements for data processors aguifisiant penalties for nonempliance. Similarly, there have been a numberectn
legislative proposals in the United States, at libthfederal and state level, that would impose pbligations in areas such as privacy
liability for copyright infringement by third pads. These existing and proposed laws and regusatian be costly to comply with and
delay or impede the development of new productsjlrén negative publicity, increase our operathogts, require significant management:
and attention, and subject us to inquiries or itigatons, claims or other remedies, including $ime demands that we modify or cease exi
business practices.

We have been subject to regulatory investigationsl @ettlements and we expect to continue to be etttiio such proceedings in the future,
which could cause us to incur substantial costsrequire us to change our business practices in ammar materially adverse to our
business.

From time to time, we receive inquiries from regoia regarding our compliance with laws and othatters. For example, in 2011,
reached agreement with the Federal Trade Commig&i®@) to resolve an investigation into variousghiGes by entering into a 2@a
settlement agreement that, among other things,resjus to establish and refine certain practicib mespect to treatment of user data
privacy settings and also requires that we comgietanual independent privacy audits. The FTC formafiproved the settlement agreer
in August 2012. As another example, in 2011 thshlfData Protection Commissioner (DPC) conducteduatit of the data, security, ¢
privacy practices and policies of Facebook Irelambich is the data controller for Facebook usernside the United States and Canada,
released a report of its conclusions in Decemb&fi20he DPC conducted a second audit in July 20@i2@leased a report of its conclusior
September 2012. The FTC and DPC have investigatdchadited aspects of our products and practicebwae expect to continue to be
subject of regulatory investigations and audithimfuture by these and other regulators througtimutvorld.

It is possible that a regulatory inquiry might riésm changes to our policies or practices. Viaatif existing or future regulatory ord
or consent decrees could subject us to substantiaktary fines and other penalties that could meglgtaffect our financial condition a
results of operations. In addition, it is possitlat future orders issued by, or enforcement astioitiated by, regulatory authorities could ce
us to incur substantial costs or require us to ghaur business practices in a manner materiallgraé to our business.

If we are unable to protect our intellectual propigr the value of our brand and other intangible a&ts may be diminished, and our busine
may be adversely affected.

We rely and expect to continue to rely on a comtimmnaof confidentiality and license agreements witir employees, consultants,
third parties with whom we have relationships, @& was trademark, copyright, patent, trade seeret,domain
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name protection laws, to protect our proprietaghts. In the United States and internationally hage filed various applications for protect
of certain aspects of our intellectual propertyd ave currently hold a number of issued patents uitipie jurisdictions and have acquil
patents and patent applications from third partiesddition, in the future we may acquire addiibpatents or patent portfolios, which cc
require significant cash expenditures. Third partisay knowingly or unknowingly infringe our propaey rights, third parties may challer
proprietary rights held by us, and pending andriutiademark and patent applications may not beoapg. In addition, effective intellectt
property protection may not be available in evewyrdry in which we operate or intend to operate lmsiness. In any or all of these cases
may be required to expend significant time and espein order to prevent infringement or to enfooce rights. Although we have tak
measures to protect our proprietary rights, tharele no assurance that others will not offer petslar concepts that are substantially sir
to ours and compete with our business. In additiem,regularly contribute software source code urggem source licenses and have n
other technology we developed available under atpen licenses, and we include open source softwarer products. For example, we h
contributed certain specifications and designgtedl#o our data center equipment to the Open Camprdgject Foundation, a ngmefit entity
that shares and develops such information withtélsenology 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 tonBeeinnovations that turn out to be mat
to our business and may also be exposed to inate#ggation risk. If the protection of our proptay rights is inadequate to prev
unauthorized use or appropriation by third parties,value of our brand and other intangible agsetg be diminished and competitors ma
able to more effectively mimic our service and noelth of operations. Any of these events could havadverse effect on our business
financial results.

We are currently, and expect to be in the futur@rty to patent lawsuits and other intellectual prepy rights claims that are expensive and
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, copyrighasiemarks, and trade secrets,
frequently enter into litigation based on allegati®f infringement, misappropriation, or other gitdns of intellectual property or other rigl
In addition, various “non-practicing entitiefiat own patents and other intellectual propemgts often attempt to aggressively assert
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 couldease our exposure to patent and other intellegitegderty claims from competitors ¢
non-practicing entities.

From time to time, we receive notice letters froatgmt holders alleging that certain of our produsid services infringe their pat
rights. We presently are involved in a number ofdaits, and as we face increasing competition aid @n increasingly high profile, we exg
the number of patent and other intellectual prgpelaims against us to grow. Defending patent atmerointellectual property litigation
costly and can impose a significant burden on mamegt and employees, and there can be no assuthatésvorable final outcomes will
obtained in all cases. In addition, plaintiffs nemek, and we may become subject to, preliminaprarisional rulings in the course of any s
litigation, including potential preliminary injurions requiring us to cease some or all of our dpera. We may decide to settle such law:
and disputes on terms that are unfavorable toiosla8ly, if any litigation to which we are a party resolved adversely, we may be subje
an unfavorable judgment that may not be reverseth appeal. The terms of such a settlement or judgmay require us to cease some ¢
of our operations or pay substantial amounts toother party. In addition, we may have to seelcanse to continue practices found to
violation of a third partys rights, which may not be available on reasontdstas, or at all, and may significantly increase operating cos
and expenses. As a result, we may also be reqtdrdévelop alternative nonfringing technology or practices or discontintne tpractice:
The development of alternative norfringing technology or practices could requirgrsficant effort and expense or may not be feasibia
business, financial condition, or results of operat could be adversely affected as a result ofiifavorable resolution of the disputes
litigation referred to above.

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

In addition to intellectual property claims, we also involved in numerous other lawsuits, inclgdiputative class action lawst
brought by users and advertisers, many of whicimckatutory damages, and we anticipate that wkaowiitinue to be a target for numer
lawsuits in the future. Because we have over aohillusers, the plaintiffs in class action casesdfihgainst us typically claim enorm:
monetary damages even if the alleged per-user tsasmall or norexistent. Any negative outcome from such lawsuitsla result in paymen
of substantial monetary damages or fines, or clatgeur products or business practices, and aicggydour business, financial condition,
results of operations could be materially and askigraffected. Although the results of such lawssaihd claims cannot be predicted \
certainty, we do not believe that the final outcomfiechose matters relating to our products thatcweently face will have a material adve
effect on our business, financial condition, outesof operations. In addition, following our iiait public offering (IPO), we became the suhb
of stockholder class action suits. We believe thassuits are without merit and are vigorously defiag these lawsuits.
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There can be no assurances that a favorable firabme will be obtained in all our cases, and ddifegn any lawsuit is costly and ¢
impose a significant burden on management and et Any litigation to which we are a party magulé in an onerous or unfavora
judgment that may not be reversed upon appeal payments of substantial monetary damages or foresg may decide to settle lawsuits
similarly unfavorable terms, which could adversaffect our business, financial conditions, or resaf operations.

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

As a result of voting agreements with certain shadters, together with the shares he holds, Margkg&rberg, our founder, Chairm
and CEO, is able to exercise voting rights withpees$ to a majority of the voting power of our oatsling capital stock as &eptember 3
2012 . Mr. Zuckerberg therefore has the ability to cohthe outcome of matters submitted to our stoaldwd for approval, including t
election of directors and any merger, consolidat@mmsale of all or substantially all of our assdtsis concentrated control could delay, dt
or prevent a change of control, merger, consolidator sale of all or substantially all of our assthat our other stockholders suppor
conversely this concentrated control could resulthie consummation of such a transaction that thuercstockholders do not support. 1
concentrated control could also discourage a piafeintvestor 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 comnstack. In addition, Mr. Zuckerbe
has the ability to control the management and n&jategic investments of our company as a restitsgosition as our CEO and his ability
control the election or replacement of our dirextdn the event of his death, the shares of outtalagtock 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 will expend substantial funds in connection withe tax liabilities that arise upon the initial $déement of RSUs and the manner in whii
we fund that expenditure may have an adverse effatur financial condition.

We previously disclosed in our Current Report onnfF8-K filed with the Securities and Exchange Commisgi8EC) on September
2012 that we will vest and settle outstanding R8ta#sted prior to January 1, 2011 (R@t1 RSUs) for which the service condition has
satisfied, and that are held by employees who wetgloyed by us through October 15, 2012, on Oct8bef012. Other Pr2911 RSUs he
by our non-employee directors and former employé#west and settle on November 14, 2012.

On the settlement dates, we plan to withhold amdgitrencome taxes at applicable minimum statutotggebased on the closing price
our common stock on the trading day immediatelycgdéng the applicable settlement date. We currestiyect that the average of th
withholding tax rates will be approximately 45%f the price of our common stock on the tradiray dmmediately preceding the applice
settlement date were equal to $21.66 , the clopimze of our Class A common stock on September2B12, we estimate that this t
obligation would be approximately $ 2.6 billiom the aggregate. The amount of this obligationl@¢de higher or lower, depending on
closing price of our shares on the trading day idiately preceding the applicable settlement date.s&ttle these RSUs, assuming
approximate 45%ax withholding rate, we anticipate that we willtreettle the awards on October 25, 2012 by deligeen aggregate
approximately 121 million shares of Class B commtwtk to RSU holders and withholding an aggregatgpproximately 99 milliorshares ¢
Class B common stock, based on RSUs outstanding) &sptember 30, 2012 for which the service cooditiill be satisfied as dDctober 1£
2012 . In addition, we will also net settle on Noweer 14, 2012 by delivering an aggregate of appnaiely 31 millionshares of Class
common stock not held by then-current employeesf &ctober 15, 2012 and withholding an aggregateppiroximately 20 milliorshares ¢
Class B common stock. In connection with theseseitements, we will withhold and remit the tadblidies on behalf of the RSU holders
cash to the applicable tax authorities.

To fund the withholding and remittance obligationg will borrow funds from term loan facility ande a portion of our existing ca
By drawing on our term loan facility, our interestpense and principal repayment requirements mdldase significantly, which could have
adverse effect on our financial results.

We cannot be certain that additional financing witle available on reasonable terms when requiredaball.

From time to time, we may need additional finandimgupport our business growth or to respond gn@ss opportunities, challenge:
unforeseen circumstances. Our ability to obtaintamdhl financing, if and when required, will dekon our business plans, investor dem
our operating performance, the condition of theiteapnarkets, and other factors. If we raise addii funds through the issuance of eq
equitydinked or debt securities, those securities mayehaghts, preferences, or privileges senior toritpets of our Class A common stock, i
our existing stockholders may experience dilution.
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Our costs are continuing to grow, which could haraur business and profitability.

Providing our products to our users is costly amdexpect our expenses to continue to increaseeifuthre as we broaden our user t
as users increase the number of connections andrarod data they share with us, as we develop amdeiment new product features 1
require more computing infrastructure, and as we additional employees. Historically, our costsénncreased each year due to these fe
and we expect to continue to incur increasing cdstparticular for employees, servers, storageveyp and data centers, to support
anticipated future growth. We expect to continueteest in our global infrastructure in order t@pide our products rapidly and reliably to
users around the world, including in countries vehwe do not expect significant shéetm monetization. Our expenses may continue tw
faster than our revenue over time. Our expenseshaayeater than we anticipate, and our investntersake our business and our techt
infrastructure more efficient may not be successfuhddition, we may increase marketing, saled,@her operating expenses in order to ¢
and expand our operations and to remain competitiweeases in our costs may adversely affect asinless and profitability.

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

Our reputation and ability to attract, retain, @edve our users is dependent upon the reliablenmeaihce of Facebook and our underl
technical infrastructure. Our systems may not legjadtely designed with the necessary reliability sdundancy to avoid performance de
or outages that could be harmful to our businddsa¢ebook is unavailable when users attempt tesgcit, or if it does not load as quickly
they expect, users may not return to our websittas in the future, or at all. As our user base the amount and types of information sh
on Facebook continue to grow, we will need an iasieg amount of technical infrastructure, includimgwork capacity, and computing pov
to continue to satisfy the needs of our userss Ipdssible that we may fail to effectively scalal ayrow our technical infrastructure
accommodate these increased demands. In additisnbusiness is subject to interruptions, delaysfadures resulting from earthquak
adverse weather conditions, other natural disggterger loss, terrorism, or other catastrophic &en

A substantial portion of our network infrastructuseprovided by third parties. Any disruption oildiae 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 adverseleeiffour business, and we exercise little contra@rahese providers, which increases
vulnerability to problems with the services thepyide.

We recently began to own and build key portionsoof technical infrastructure, and, because of ounlited experience in this area, we
could experience unforeseen difficulties.

In 2011, we began serving our products from datdere owned by Facebook using servers specificiligned for us. We plan
continue to significantly expand the size of oufrastructure, primarily through data centers that design and own. The infrastruct
expansion we are undertaking is complex, and ucipated delays in the completion of these projectvailability of components may leac
increased project costs, operational inefficienadesnterruptions in the delivery or degradatidrite quality of our products. In addition, th
may be issues related to this infrastructure thatrmt 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 software is highly technical, and if it contagwundetected errors, our business could be advgraéfiected.

Our products incorporate software that is highhtécal and complex. Our software has contained,raay now or in the future conte
undetected errors, bugs, or vulnerabilities. Somar&in our software code may only be discoverfféer ghe code has been released. Any el
bugs, or vulnerabilities discovered in our coderafelease could result in damage to our reputaliies of users, loss of revenue, or liability
damages, any of which could adversely affect oginass and financial results.

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

The numbers of our MAUs and DAUs and average rexgrer user (ARPU) are calculated using internalganmyg data based on -
activity of user accounts. While these numbersdaeed on what we believe to be reasonable estimbtes user base for the applicable pe
of measurement, there are inherent challenges asunmg usage of our products across large onhidenzobile populations around the wo
For example, there may be individuals who maintaie or more Facebook accounts in violation of eams of service, despite our effort:
detect and suppress such behavior. We estimatexénple, that “duplicateiccounts (an account that a user maintains iniaddit his or he
principal account) may have represented approximdt&8% of our worldwide MAUs as of June 30, 201%/e also seek to identify “false”
accounts, which we divide into two categories: Udgrmisclassified accounts, where users have createsbiqe profiles for a busine
organization, or non-
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human entity such as a pet (such entities are ftechon Facebook using a Page rather than a pénsaide under our terms of service); ¢
(2) undesirable accounts, which represent usefl@sdhat we determine are intended to be usegudgooses that violate our terms of sen
such as spamming. As of June 30, 2012 , for examy@eestimate user-misclassified accounts may heesented approximately 2.48f%6oul
worldwide MAUs and undesirable accounts may hapeesented approximately 1.586 our worldwide MAUs. We believe the percentag
accounts that are duplicate or false is meaningfaliver in developed markets such as the UniteteStar Australia and higher in develog
markets such as Indonesia and Turkey. Howeverethstimates are based on an internal review ahigell sample of accounts and we a|
significant judgment in making this determinatisoch as identifying names that appear to be falathar behavior that appears inauthent
the reviewers. As such, our estimation of duplicatéalse accounts may not accurately represenat¢heal number of such accounts. We
continually seeking to improve our ability to idéptduplicate or false accounts and estimate thal toumber of such accounts, and ¢
estimates may be affected by improvements or clsingeur methodology.

Our metrics are also affected by applications atage mobile devices that automatically contact senvers for regular updates with
user action involved, and this activity can cause system to count the user associated with suddvece as an active user on the day
contact occurs. For example, we estimate thatthess 5% of our estimated worldwide DAUs as of Deben81, 2011 and 20X@sulted fror
this type of automatic mobile activity, and thaisttype of activity had a substantially smallereetfon our estimate of worldwide MAUS ¢
mobile MAUs. The impact of this automatic activiy our metrics varies by geography because mobdgeivaries in different regions of
world. In addition, our data regarding the geogiapbcation of our users is estimated based onrabewn of factors, such as the uself
address and self-disclosed location. These faatans not always accurately reflect the user’'s admdtion. For example, a mobitaly use
may appear to be accessing Facebook from the docafithe proxy server that the user connectstteerahan from the user'actual locatiol
The methodologies used to measure user metricsaatsaye susceptible to algorithm or other techrecairs. For example, in early June 2012
we discovered an error in the algorithm we usestimate the geographic location of our users tifi@cted our attribution of certain u:
locations for the period ended March 31, 2012hile this issue did not affect our overall wavide MAU and DAU numbers, it did affect ¢
attribution of users across different geographgiaes. We estimate that the number of MAUs as ofdd&1, 201Zor the United States a
Canada region was overstated as a result of tbe leyrapproximately 3%and this overstatement was offset by understatenemther region
In addition, our estimates for revenue by usertiooaare also affected by these factors. Mfgularly review and may adjust our processe
calculating these metrics to improve their accurdayaddition, our MAU and DAU estimates will différom estimates published by th
parties due to differences in methodology. For gdamsome third parties are not able to accurateasure mobile users or do not c
mobile users for certain user groups or at allhigirt analyses. If advertisers, developers, or itoresdo not perceive our user metrics t
accurate representations of our user base, or ifliseover material inaccuracies in our user metrieg reputation may be harmed
advertisers and developers may be less willindltzate their budgets or resources to Facebook;hwbduld negatively affect our business
financial results.

We cannot assure you that we will effectively maramur growth.

Our employee headcount and the scope and complekiyur business have increased significantly, wiith number of fulime
employees increasing to 4,331 as of September@®® ffom 2,958 as of September 30, 20hhd we expect headcount growth to continu
the foreseeable future. The growth and expansioouofbusiness and products create significant ehgéls for our management, operatic
and financial resources, including managing mudti@lations with users, advertisers, Platform dgwets, and other third parties. In the e
of continued growth of our operations or in the temof our thirdparty relationships, our information technologyteyss or our intern
controls and procedures may not be adequate tasupyr operations. In addition, some members ofroanagement do not have signific
experience managing a large global business oparato our management may not be able to manafgegsawith effectively. To effective
manage our growth, we must continue to improveamarational, financial, and management processgsystems and to effectively expe
train, and manage our employee base. As our orgmizcontinues to grow, and we are required tolément more complex organizatio
management structures, we may find it increasingfycult to maintain the benefits of our corporatelture, including our ability to quick
develop and launch new and innovative productss €ould negatively affect our business performance.

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

We currently depend on the continued services arfopnance of our key personnel, including Mark arberg and Sheryl |
Sandberg. Although we have entered into employragntements with Mr. Zuckerberg and Ms. Sandbemry,atireements have no spe«
duration and constitute at-will employment. In didei, many of our key technologies and systemscastommade for our business by 1
personnel. The loss of key personnel, including trens of management as well as key engineeringuptatévelopment, marketing, and s
personnel, could disrupt our operations and havedaerse effect on our business.

As we continue to grow, we cannot guarantee weaailitinue to attract the personnel we need to m@imur competitive
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position. In particular, we intend to hire a sigraiht number of engineering and sales personnilermremainder of 2012 and the foresee
future, and we expect to face significant compmtifirom other companies in hiring such personretftigularly in the San Francisco Bay Al
As we mature, the incentives to attract, retaird enotivate employees provided by our equity awamd$y future arrangements, suct
through cash bonuses, may not be as effective tieipast. Additionally, we have a number of curemployees whose equity ownershi
our company gives them a substantial amount ofopatswvealth. Likewise, we have a number of curemployees whose equity awards
fully vested and are entitled to receive substhatiaounts of our capital stock. As a result, it nieydifficult for us to continue to retain ¢
motivate these employees, and this wealth couktatheir decisions about whether or not they omtito work for us. If we do not succee
attracting, hiring, and integrating excellent penrsel, or retaining and motivating existing persdnne may be unable to grow effectively.

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

We have faced, currently face, and will continudatte claims relating to information that is pubksg 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, ifarefound liable, significant damages. If any @& events occur, our business and fina
results could be adversely affected.

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

Computer malware, viruses, and computer hackingpaighing attacks have become more prevalent innolwstry, have occurred on «
systems in the past, and may occur on our systaertisei future. Because of our prominence, we beltbe¢ we are a particularly attract
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 technigdrastructure to the satisfaction of our u:
may harm our reputation and our ability to retaiising users and attract new users.

In addition, spammers attempt to use our productehd targeted and untargeted spam messagesspwisieh may embarrass or an
users and make Facebook less disendly. We cannot be certain that the technolsgiad employees that we have to attempt to ¢
spamming attacks will be able to eliminate all spagssages from being sent on our platform. As@treSspamming activities, our users r
use Facebook less or stop using our products dltege

Payment transactions on the Facebook Platform magpect us to additional regulatory requirements anther risks that could be cost
and difficult to comply with or that could harm oubusiness.

Our users can use the Facebook Platform to purchiagel and digital goods from our Platform devmdos using our Paymel
infrastructure. Depending on how our Payments prbduolves, we may be subject to a variety of lawd regulations in the United Sta
Europe, and elsewhere, including those governingneypdransmission, gift cards and other prepaid scdastruments, electronic fur
transfers, anti-money laundering, courtenrorist financing, gambling, banking and lendiramd import and export restrictions. In st
jurisdictions, the application or interpretationtbése laws and regulations is not clear. To irsgdkexibility in how our use of Payments n
evolve and to mitigate regulatory uncertainty, vaadn applied for and received certain money traremiicenses in the United States
expect to apply for certain regulatory license€urope, which will generally require us to demoatgrcompliance with many domestic
foreign laws in these areas. Our efforts to compity these laws and regulations could be costly @sdlt in diversion of management ti
and effort and may still not guarantee compliamcdhe event that we are found to be in violatibrmwy such legal or regulatory requireme
we may be subject to monetary fines or other persaiuch as a cease and desist order, or we magbieed to make product changes, ar
which could have an adverse effect on our busiaeddinancial results.

In addition, we may be subject to a variety of #ddal risks as a result of Payments on the FadePBtatform, including:

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

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

. restrictions on the investment of consumer fundsius transact Payments;

. additional disclosure and reporting requirems
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We plan to continue expanding our operations abroatiere we have limited operating experience and rbaysubject to increased business
and economic risks that could affect our financiaésults.

We plan to continue the international expansioroof business operations and the translation ofpwaducts. We currently ma
Facebook available in more than 70 different laiggsaand we have offices or data centers in mame 20different countries. We may en
new international markets where we have limitedi@experience in marketing, selling, and deploying products. For example, we conti
to evaluate entering China. However, this market sigbstantial legal and regulatory complexities tizave prevented our entry into Chini
date. If we fail to deploy or manage our operationsternational markets successfully, our bussnasy suffer. In addition, we are subject
variety of risks inherent in doing business intéiorally, including:

. political, social, or economic instabili

. risks related to the legal and regulatory environtria foreign jurisdictions, including with respeitt privacy, and unexpect
changes in laws, regulatory requirements, and eefoent;

. potential damage to our brand and reputation duemapliance 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 lg

. reduced protection for intellectual property rigltsome countrie

. difficulties in staffing and managing global opésas and the increased travel, infrastructure, Bghl compliance cos
associated with multiple international locations;

. 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 ngenne complexity of our global operations sucadlsfour financial results could
adversely affected.

We plan to continue to make acquisitions, which dduequire significant management attention, disrupur business, result in dilution to
our stockholders, and adversely affect our finantrasults.

As part of our business strategy, we have madardedd to make acquisitions to add specialized eygas, complementary compan
products, or technologies. For example, in May 2842 acquired Karma Science, Inc., whose technopmgyers our new Gifts product tl
enables users to send real gifts to their frieadd, in August 2012, we closed our acquisition stdgram. Our ability to acquire and integ
larger or more complex companies, products, omelcgies in a successful manner is unprovienthe future, we may not be able to find o
suitable acquisition candidates, and we may notalble to complete acquisitions on favorable termhsgtiall. Our previous and futt
acquisitions may not achieve our goals, and anyréuacquisitions we complete could be viewed neghtiby users, developers, advertiser.
investors. In addition, if we fail to successfutlipse or integrate any acquisitions, or integragegroducts or technologies associated with
acquisitions into our company, our revenue and atpey results could be adversely affected. Anygragon process may require signific
time and resources, and we may not be able to neathay process successfully. We may not successfutiyuate or utilize the acqui
products, technology, or personnel, or accuratetgdast the financial impact of an acquisition seation, including accounting charges.
may have to pay cash, incur debt, or issue eqeiturities to pay for any such acquisition, any dfick could adversely affect our financ
results. The sale of equity or issuance of debfin@nce any such acquisitions could result in dlutto our stockholders. The incurrenct
indebtedness would result in increased fixed obbiga and could also include covenants or othdrictisns that would impede our ability
manage our operations.

If we default on our leasing and credit obligationsur operations may be interrupted and our busiseand financial results could b
adversely affected.

We finance a significant portion of our expenditutBrough leasing arrangements, some of which atreeqgjuired to be reflected on «
balance sheet, and we may enter into additionalaimrrangements in the future. In particular, e used these types of arrangemer
finance some of our equipment and data centerdition, we have a revolving credit facility tive¢ may draw upon to finance our operat
or other corporate purposes and have a term ladlityfawhich we plan to draw to pay approximatéiglf of our tax withholding and remittar
obligations in connection with the settlement oflRSIf we default on these leasing and credit attians, our leasing partners and len
may, among other things:
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. require repayment of any outstanding lease obtigator amounts drawn on our credit facilit
. terminate our leasing arrangements and credittiasi

. terminate our access to the leased data centeusilize;

. stop delivery of ordered equipme

. sell or require us to return our leased equipmar

. require us to pay significant damag

If some or all of these events were to occur, gaarations may be interrupted and our ability todfeur operations or obligations, as \
as our business, financial results, and finan@abdion, 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 manne
which we develop, value, and use our intellectuapprty and the valuations of our intercompanydeations. The tax laws applicable to
business, including the laws of the United Statesaher jurisdictions, are subject to interpretatiThe taxing authorities of the jurisdiction
which we operate may challenge our methodologiesdtuing developed technology or intercompany rageanents, which could increase
worldwide effective tax rate and harm our finangakition and results of operations. In additiom; future income taxes could be adver
affected by earnings being lower than anticipategliiisdictions that have lower statutory tax radesl higher than anticipated in jurisdicti
that have higher statutory tax rates, by changéseivaluation of our deferred tax assets andliiegsi, or by changes in tax laws, regulation:
accounting principles. We are subject to regulaieng and audit by both U.S. federal and state aneign tax authorities. Any adverse outct
of such a review or audit could have a negativeatfbn our financial position and results of opers. In addition, the determination of
worldwide provision for income taxes and other lakilities requires significant judgment by managmt, and there are many transaci
where the ultimate tax determination is uncertaifthough we believe that our estimates are readend#iftie ultimate tax outcome may di
from the amounts recorded in our financial statey@md may materially affect our financial resuttghe period or periods for which st
determination is made.

The enactment of legislation implementing changestihe U.S. taxation of international business adties or the adoption of other tax
reform policies could materially affect our finanal position and results of operations.

The current administration has made public statésniedicating that it has made international tefoma a priority, and key members
the U.S. Congress have conducted hearings and sedp® wide variety of potential changes. Certaiangles to U.S. tax laws, includ
limitations on the ability to defer U.S. taxation earnings outside of the United States until them®mings are repatriated to the United St
could affect the tax treatment of our foreign eagsi as well as cash and cash equivalent balaneesirrently maintain outside of the Uni
States. Due to the large and expanding scale ofnt@mational business activities, any changeth@nU.S. taxation of such activities n
increase our worldwide effective tax rate and hatmnfinancial position and results of operations.

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 hesnb 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 prit§28.00 per share, our stock price has ranged $bm55 to $45.00 , througbeptember 3
2012 . In addition to the factors discussed in @imrterly Report on Form 1Q; the trading price of our Class A common stocly rilactuate
significantly in response to numerous factors, mafiwhich are beyond our control, including:

. actual or anticipated fluctuations in our revenod ather operating resul

. the financial projections we may provide to thelmylany changes in these projections or our failiar 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 common stock being sold the market by us or our existing stockholdersher anticipation of sut
sales, including if existing stockholders sell gsainto the market when applicable “lock-up” pes@ahd;

. 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, ugitions, strateg

partnerships, joint ventures, or capital commitragnt
. announcements by us or estimates by third partiastaal or anticipated changes in the size ofusmer base, tl

48




Table of Contents

level of user engagement or the effectiveness nadproducts;

. changes in operating performance and stock maidegtions of technology companies in our indusimgjuding our Platforr
developers and competitors;

. price and volume fluctuations in the overall stochrket, including as a result of trends in the eoapnas a whol

. media coverage of our business and financial padorce

. lawsuits threatened or filed against

. developments in new legislation and pending lawsoit regulatory actions, including interim or finallings by judicial o
regulatory bodies; and

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

In addition, the stock markets have experiencecemé price and volume fluctuations that have aéfdd@nd continue to affect the mau
prices of equity securities of many technology canips. Stock prices of many technology companigs factuated in a manner unrelate:
disproportionate to the operating performance o$éhcompanies. Following our IPO, the events sadimg the offering became the subjec
securities litigation. We may experience more dslitaation following future periods of volatilityAny securities litigation could subject us
substantial costs, divert resources and the adtenfimanagement from our business, and adverffelst aur business.

Substantial blocks of our total outstanding sharegy be sold into the market whe‘lock-up” or “market standoff’ periods end. If there ar
substantial sales of shares of our common stoclg hrice of our Class A common stock could decli

The price of our Class A common stock could declinthere are substantial sales of our common stpekticularly sales by o
directors, executive officers, employees, and §icant stockholders, or when there is a large nunatbeshares of our common stock avail:
for sale. As of September 30, 2012 , there were 9883558 shares of our Class A common stock antl6J624,203shares of our Class
common stock outstanding. Shares of our Class Brummstock are convertible into an equivalent nundfeshares of our Class A comn
stock and generally convert into shares of our<Chasommon stock upon transfer.

As of September 30, 2012, we had 692,357,430 slofi@mmon stock eligible for sale in the publicrket, which consisted of
421,233,615 shares of our Class A common stockisaddr IPO and 271,123,815 shares held by sefiingkholders other than Mr.
Zuckerberg that were released from lock-up restnston August 16, 2012. The remaining shares pfOtass A common stock and Class B
common stock, as well as the shares underlyinganding RSUs and shares subject to employee syakns, will be eligible for sale in the
public market in the near future as set forth below

Date Available for Sale into Public Market Number of Shares of Common Stock

October 29, 2012 approximately 121 million shares underlying netttled Pre2011 RSU:
held by thercurrent employees as of October 15, 2012 and appabaly
53 million outstanding shares and approximatelynliion shares subje:
to stock options held by thens#rent employees as of October 15, 2
other than Mr. Zuckerberg

November 14, 2012 approximately 773 million outstanding shares angraximately 31 millior
net-settled Pre-2011 RSUs not held by thament employees as
October 15, 2012

December 14, 2012 155,953,746 shares held by the selling stockholoremur IPO other tha
Mr. Zuckerberg

May 18, 2013 47,315,862 shares held by Mail.ru Group Limited &®IT Global Limitec
and their respective affiliates

The table above excludes 444 million outstandiragehand 60 million shares issuable upon the eseeafian option that are held by Mr.
Zuckerberg because he has informed us that hechasemtion to conduct any sale transactions insgaurities until at least September 2013.

In addition, as of September 30, 201@ptions to purchase 48,323,335 shares of ClagznBnon stock held by former employees v
outstanding and fully vested and the Class B comstock underlying such options will be eligible fale on November 14, 2012. We ex
an additional approximately 3 million shares of $3l8 common stock to be delivered upon the ndesatnt of RSUs between the date ol
initial settlement of RSUs described above and bwer 31, 2012 will be eligible for sale in the gabmarket immediately followin
settlement.
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Certain holders of our Class A common stock ands€E common stock have rights, subject to someitions, to require us to fi
registration statements covering their shares omttude their shares in registration statements the may file for ourselves or ¢
stockholders. Some of these shares are subjecaitkeinstandoff or lockyp agreements restricting their sale for specifiedods of time aft:
our IPO and some of these shares have alreadyrbised from market stawdf restrictions. We also registered 1,182,700,ad8itiona
shares of common stock that we have issued andssag under our employee equity incentive plansamm S8, all of which will be freel
tradeable in the public market upon issuance, stlbjeexisting market standoff or lock-up agreeraent

Morgan Stanley & Co. LLC, the representative of timglerwriters of our IPO, may, with our prior weitt consent, permit our execut
officers, our directors, and the selling stockhaddieom our IPO to sell shares prior to the expiraif the restrictive provisions containec
the “lock-up”agreements with the underwriters. In addition, wa/nin our sole discretion, permit our employeed emrrent stockholders w
are subject to market standoff agreements or aerapgts with us and who are not subject to a lgqrlagreement with the underwriters to
shares prior to the expiration of the restrictivevisions contained in those market standoff agegmor arrangements.

The trading price of the shares of our Class A comistock could decline as a result of the sale sftsstantial number of our share
common stock in the public market or the percepitiotihe market that the holders of a large numibshares intend to sell their shares.

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 stockethels in part on the research and reports thatiesur industry analysts publi
about us or our business. If one or more of théyatsawho cover us downgrade our Class A commocksto publish inaccurate or unfavors
research about our business, our Class A commahk ptce 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 facilities contain restrictions on obildy to pay dividends.

If we are unable to implement and maintain effeativnternal control over financial reporting in théuture, investors may lose confidence
the accuracy and completeness of our financial refzoand the trading price of our Class A common skamay be negatively affected.

We are required to maintain internal controls dugancial reporting and to report any material weadses in such internal controls
addition, beginning with our 2013 Annual Reportferm 10K to be filed in 2014, we will be required to fushi a report by management
the effectiveness of our internal control over fio@l reporting pursuant to Section 404 of the 8adsOxley Act. We are in the process
designing, implementing, and testing the intermadtml over financial reporting required to complith this obligation, which process is ti
consuming, costly, and complicated. If we identifjaterial weaknesses in our internal control oveartial reporting, if we are unable
comply with the requirements of Section 404 innagly manner or assert that our internal controk dwencial reporting is effective, or if @
independent registered public accounting firm ishla to express an opinion as to the effectiveiéssur internal control over financ
reporting, investors may lose confidence in theussxxy and completeness of our financial reportstaadrading price of our Class A comn
stock could be negatively affected, and we coultbbee subject to investigations by the stock exchamgwhich our securities are listed,
SEC, or other regulatory authorities, which co@duire additional financial and management resaurce

The requirements of being a public company may gtraur resources and divert management’s attention.

We are subject to the reporting requirements ofSkeurities Exchange Act of 1934, as amended (Exgeh#ct), the Sarbanédxley
Act, the DoddFrank Act, the listing requirements of the NASDA@Ral Select Market, and other applicable securitides and regulatior
Compliance with these rules and regulations witré@se our legal and financial compliance cost&ensame activities more difficult, time-
consuming, or costly, and increase demand on ostes)s and resources. As a result, managemetténtion may be diverted from ot
business concerns, which could harm our businedsoparating results. Although we have hired add#@lcemployees to comply with the
requirements, we may need to hire more employetreifuture, which will increase our costs and exges.

In addition, complying with public disclosure rulesakes our business more visible, which we beliaag result in threatened or aci
litigation, including by competitors and other thparties. If such claims are successful, our lassirand operating
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results could be harmed, and even if the claimaaaesult in litigation or are resolved in our éaythese claims, and the time and resot
necessary to resolve them, could divert the ressun€ our management and harm our business andtimgeresults.

The dual class structure of our common stock ane thoting agreements among certain stockholders hdngeeffect of concentrating voting
control with our CEO, and also with employees anidetttors and their affiliates; this will limit or peclude your ability to influence
corporate matters.

Our Class B common stock has ten votes per shadegar Class A common stock has one vote per sBanekholders who hold sha
of Class B common stock, including our executiviicefs, employees, and directors and their afékatogether hold a substantial majorit
the voting power of our outstanding capital stdBkcause of the ten-tore voting ratio between our Class B and Class airaon stock, th
holders of our Class B common stock collectivelpteol a majority of the combined voting power ofr@@mmon stock and therefore are
to control all matters submitted to our stockhoddfar approval so long as the shares of Class Brommstock represent at least 9.1% o
outstanding shares of our Class A and Class B canmstark. This concentrated control will limit orgetude your ability to influence corpor
matters for the foreseeable future.

Future transfers by holders of Class B common stattkgenerally result in those shares convertiogCtass A common stock, subjec
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 portionhig holdings of Class B common stock fo
extended period of time, he could, in the futu@tsue to control a majority of the combined vgtipower of our Class A common stock
Class B common stock.

We have elected to take advantage of the “contmib®mpany” exemption to the corporate governancéegifor NASDAQ-listed companies,
which could make our Class A common stock lessative to some investors or otherwise harm our &tpcice.

Because we qualify as a “controlled company” urttiercorporate governance rules for NASDASed companies, we are not requ
to have a majority of our board of directors beeipendent, nor are we required to have a compensatimmittee or an independ
nominating function. In light of our status as antrolled company, our board of directors determinetito have an independent nomina
function and chose to have the full board of dwexte directly responsible for nominating memhdreur board, and in the future we cc
elect not to have a majority of our board of dicgstbe independent or not to have a compensatimmitbee. Accordingly, should the intere
of our controlling stockholder differ from those other stockholders, the other stockholders mayhaek the same protections afforde
stockholders of companies that are subject tofalh® corporate governance rules for NASDAed companies. Our status as a contr
company could make our Class A common stock lgssctive to some investors or otherwise harm catcksprice.

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

Our status as a Delaware corporation and thetalkiover provisions of the Delaware General Cotpmrd_aw may discourage, delay,
prevent a change in control by prohibiting us frengaging in a business combination with an intecestockholder for a period of three ye
after the person becomes an interested stockhadden, if a change of control would be beneficiabtw existing stockholders. In addition,
restated certificate of incorporation and bylawatam provisions that may make the acquisition wf company more difficult, including t
following:

. until the first date on which the outstanding skas€our Class B common stock represent less tbé&h & the combined votir
power of our common stock, any transaction thatld@asult in a change in control of our companyuiegs the approval of
majority of our outstanding Class B common stockingbas 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 ownssigantly less than a majority of the shares of outstanding Class A a
Class B common stock;

. when the outstanding shares of our Class B comiomk sepresent less than a majority of the combirathg power of commc
stock, certain amendments to our restated cetgfiod incorporation or bylaws will require the appal of twothirds of the
combined vote of our then-outstanding shares of<Chaand Class B common stock;

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

common stock, our board of directors will be clfiediinto three classes of directors with staggered
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three-year terms and directors will only be ableéaemoved from office for cause;

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

. only our chairman, our chief executive officer, quesident, or a majority of our board of directars authorized to call a spe!
meeting of stockholders;

. advance notice procedures apply for stockholdensotninate candidates for election as directorsodoring matters before
annual meeting of stockholders;

. our restated certificate of incorporation authasinedesignated preferred stock, the terms of wimial be established, and shi
of which may be issued, without stockholder apphoaad

. certain litigation against us can only be broughbelaware

Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds

a) Sales of Unregistered Securiti

On July 5, 2012, we issued 809,923 shares of casCA common stock as consideration to 13 indivgdaad 11 entities in connection
with our acquisition of all the outstanding shavéa company.

On July 24, 2012, we issued 342 shares of our Glagsmmon stock as consideration to 8 individualsannection with our acquisition
of all the outstanding shares of a company.

On September 14, 2012, we issued 423,284 shams @lass A common stock as consideration to Yiddals and 5 entities in
connection with our acquisition of all the outstagdshares of a company

The sales of the above securities were exempt femistration under the Securities Act of 1933, merded (Securities Act), in reliar
upon Section 4(2) of the Securities Act as trangastby an issuer not involving any public offerifidhe recipients of the securities in eac
these transactions represented their intentioredoire the securities for investment only andwithh a view to or for sale in connection w
any distribution thereof, and appropriate legendsevplaced upon the stock certificates issuedasehransactions.

On August 31, 2012, we issued 22,999,395 sharearaflass B common stock as consideration to &iddals and 13 entities in
connection with our acquisition of all the outstamgshares of a company. The sales of these sesuniere exempt from registration under the
Securities Act, in reliance upon Section 3(a)(1f0the Securities Act.

b) Use of Proceed
Not applicable.

c) Issuer Purchases of Equity Securitit

The table below provides information with respectdpurchases of unvested shares of our Class Anoonstock.

Total Number of

Weighted Shares Purchased as Maximum Number of

Total Number Average Price Part of Publicly Shares that May Yet

of Shares Paid per Announced Plans or  Be Purchased Under

Period Purchased (1) Share Programs the Plans or Programs
July 1 — July 31, 2012 — — — —
August 1 — August 31, 2012 4393. $ 0.00000f — —

September 1 — September 30, 201 — — — _

(1) Under certain acquisition agreements, acqarsihares are subject to vesting. Unvested sheresubject to a right of repurchase by us in thenethe recipient of such
unvested acquisition shares is no longer employadsbAll shares in the above table were sharagcbpsed as a result of us exercising this rigttrant pursuant to a publicly
announced plan or program.
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Item 6. Exhibits

Exhibit Incorporated by Reference Filed
Number Exhibit Description Form File No. Exhibit Filing Date Herewith
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 A. Ebersman, 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 A. Ebersman, 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®f section 18 of the Securities Exchange Adi9&4, as amended (Exchange Act), or
otherwise subject to the liability of that sectiony shall it be deemed incorporated by referenteany filing under the Securities Act of 19
as amended (Securities Act) or the Exchange Act.

* Pursuant to applicable securities laws and rdgprig, these interactive data files are deemediledtor part of a registration statement or

prospectus for purposes of sections 11 or 12 oS#wmirities Act, are deemed not filed for purpadfesection 18 of the Exchange Act and
otherwise are not subject to liability under thesetions.
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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, theredntp authorized, in the City of Menlo Park, StafeGalifornia, on this 24th day of Octol
2012.

FACEBOOK, INC.

Date: October 24, 2012 /s/ DAVID A. EBERSMAN

David A. Ebersman
Chief Financial Officer
(Principal Financial Officer)

Date: October 24, 2012 /s/ DAVID M. SPILLANE

David M. Spillane
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)) foreéhéstrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedores designed under our supetrvisiol
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) Evaluated the effectiveness of the registsaulisclosure controls and procedures and present#us report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psit based on such evaluation; and

c) Disclosed in this report any change in the tteggig’s internal control over financial reportirfiat 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 registrang other certifying officer and | have disclosedsdzhon our most recent evaluation of internal @bmtver financial reportin
to the registrant’s auditors and the audit commitibthe registrant’s board of directors (or pessperforming the equivalent functions):

a) All significant deficiencies and material weagkses in the design or operation of internal contnagr 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 registra#t’interna
control over financial reporting.

Date: October 24, 2012

/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 A. Ebersman, 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 tiecumstances under which such statements were,matenisleading with respect to the period covey
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)) foreéhéstrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedores designed under our supetrvisiol
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) Evaluated the effectiveness of the registsaulisclosure controls and procedures and present#us report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psit based on such evaluation; and

c) Disclosed in this report any change in the tteggig’s internal control over financial reportirfiat 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 registrang other certifying officer and | have disclosedsdzhon our most recent evaluation of internal @bmtver financial reportin
to the registrant’s auditors and the audit commitibthe registrant’s board of directors (or pessperforming the equivalent functions):

a) All significant deficiencies and material weagkses in the design or operation of internal contnagr 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 registra#t’interna
control over financial reporting.

Date: October 24, 2012

/s/ DAVID A. EBERSMAN
David A. Ebersman

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 Compémythe quarter ended September 30, 20R&port) fully complies with tt
requirements of Section 13(a) or 15(d) of the SéearExchange Act of 1934; and

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

Date: October 24, 2012

/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 A. Ebersman, Chief Financial Officer ofdedook, Inc. (Company), do hereby certify, pursuarit8 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 Compémythe quarter ended September 30, 20R&port) fully complies with tt
requirements of Section 13(a) or 15(d) of the SéearExchange Act of 1934; and

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

Date: October 24, 2012

/s/ DAVID A. EBERSMAN
David A. Ebersman

Chief Financial Officer
(Principal Financial Officer)




