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Item 2.02 Results of Operations and Financial Conton.

On July 23, 2014 Facebook, Inc. ("Facebook") issued a press relaad will hold a conference call regarc
its financial results for the quarter ended June2Bd4. A copy of the press release is furnished as Hxé#hl to thi
report.

The information furnished with this Item 2.02, inding Exhibit 99.1, shall not be deemed "filed" purpose
of Section 18 of the Securities Exchange Act of4,%8 amended (the "Exchange Act"), or otherwidgest to th
liabilities of that section, nor shall it be deemedorporated by reference into any other filinglenthe Securities A
of 1933, as amended, or the Exchange Act, excegt@essly set forth by specific reference in sadifing.

Facebook is making reference to MBAAP financial information in both the press releasd the conferen
call. A reconciliation of these noBAAP financial measures to the nearest comparaBlARGfinancial measures
contained in the attached Exhibit 99.1 press releas

Facebook uses the investor.fb.com website and Magkuckerberg's Facebook P
(https:/lwww.facebook.com/zuck), as means of d&olgp material nompublic information and for complying with
disclosure obligations under Regulation FD.

Item 9.01. Financial Statements and Exhibits.
(d) Exhibits

Exhibit Number Exhibit Title or Description
99.1 Press release dated July 23, 2014
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Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causisdrépor
to be signed on its behalf by the undersigned mgoeduly authorized.
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Facebook Reports Second Quarter 2014 Results
MENLO PARK, Calif. — July 23, 2014 Facebook, Inc. (NASDAQ: FB) today reported finahegsults for the quarter enc
June 30, 2014 .

“We had a good second quarter,” said Mark Zuckeybeacebook founder and CEO. “Our community hasicoed to grow,
and we see a lot of opportunity ahead as we corhecest of the world.”

Second Quarter 2014 Financial Summary

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

In millions, except percentages and per share amounts 2013 2014 2013 2014
Revenue $ 1,81: $ 2,91( $ 3,271 $ 5,412
Income from Operations

GAAP $ 562 $ 1,39( $ 93¢ $ 2,464

Non-GAAP $ 794 $ 1,717 $ 1,357 $ 3,08t
Operating Margin

GAAP 31% 48% 29% 46%

Non-GAAP 44% 59% 41% 57%
Net Income

GAAP $ 338 $ 791 $ 552 $ 1,43¢

Non-GAAP $ 48¢ $ 1,091 $ 80C $ 1,97¢
Diluted Earnings per Share (EPS)

GAAP $ 0.13 $ 0.3C $ 0.22 $ 0.5t

Non-GAAP $ 0.1¢ $ 0.4z $ 0.32 $ 0.7¢

Second Quarter 2014 Operational Highlights

» Dalily active users (DAUs) were 829 million oreaage for June 2014 , an increase of 19% yearyear-
* Mobile DAUs were 654 million on average for J@t4 , an increase of 39% year-oyear

* Monthly active users (MAUs) were 1.32 billion@sJune 30, 2014 , an increase of 14% year-gear-

* Mobile MAUs were 1.07 billion as of June 30, 2Q1an increase of 31% year-owerar

Second Quarter 2014 Financial Highlights

Revenue— Revenue for the second quarter of 2014 totale®1$2illion , an increase of 61% , compared witt8%1billion in
the second quarter of 2013 . Excluding the impé&ctear-overyear changes in foreign exchange rates, revenuédwawe
increased by 59% .
* Revenue from advertising was $2.68 billion ,7&8ncrease from the same quarter last year. Exclutiagmpact c
year-over-year changes in foreign exchange raggenue from advertising would have increased by 65%
* Mobile advertising revenue represented approteéiné2% of advertising revenue for the second tguasf 2014, ug
from approximately 41% of advertising revenue i@ siecond quarter of 2013 .
» Payments and other fees revenue was $234 mjlbo®oincrease from the same quarter last \




Costs and expenses GAAP costs and expenses for the second quar@®f were $1.52 billion , an increase of 2&&m
the second quarter of 2013 . Excluding share-basedpensation and related payroll tax expenses,GRAP costs an
expenses were $1.2 billion in the second quart@0a#l , up 18% compared to $1.02 billion for theosel quarter of 2013 .

Income from operations— For the second quarter of 2014 , GAAP income faparations was $1.39 billion , upt7%
compared to $562 million in the second quarter @12 . Excluding sharbased compensation and related payrol
expenses, non-GAAP income from operations for #wid quarter of 2014 was $1.71 billion , up 116¥%npared tdb794
million for the second quarter of 2013 .

Operating margin — GAAP operating margin was 48% for the second teuaf 2014 , compared to 31% in thecon
guarter of 2013 . Excluding share-based compemsatid related payroll tax expenses, non-GAAP operamargin wab9%
for the second quarter of 2014 , compared to 44%hfosecond quarter of 2013 .

Provision for income taxes— GAAP income tax expense for the second quart&@04# was $595 million representing
43% effective tax rate. Excluding share-based caorsgon and related payroll tax expenses, the@AAP effective tax rai
would have been approximately 36% .

Net income and EPS- For the second quarter of 2014 , GAAP net incavas $791 million , up 138% compared$83:
million for the second quarter of 2013 . Excludsttarebased compensation and related payroll tax expemskescome te
adjustments, non-GAAP net income for the secondtguaf 2014 was $1.09 billion , up 124% compare&488 millionfor
the second quarter of 2013 . GAAP diluted EPS wa8Gin the second quarter of 2014 , up 131% coetpty $0.13n the
second quarter of 2013 . Excluding shhased compensation and related payroll tax expearstsncome tax adjustmer
non-GAAP diluted EPS for the second quarter of 2044 $0.42 , up 121% compared to $0.19 in the seqoarter of 2013 .

Capital expenditures— Capital expenditures for the second quarter @#420ere $ 469 million .

Cash and marketable securities- Cash and marketable securities were $13.96 ibiliothe end of the secongiarter o
2014 .

Free cash flow— Free cash flow for the second quarter of 2014$@&%2 million .
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Webcast and Conference Call Information

Facebook will host a conference call to discussréselts at 2 p.m. PT / 5 p.m. ET today. The livebeast of Faceboo
earnings release call can be accessed at investoni, along with the earnings press release, dinanables and slic
presentation. Facebook uses the investor.fb.com sieeb and Mark Zuckerberg's Facebook F
(https://www.facebook.com/zuck) as means of disapsmaterial norpublic information and for complying with
disclosure obligations under Regulation FD.

Following the call, a replay will be available hetsame website. A telephonic replay will be awdédor one week followin
the conference call at +1 (404) 537-3406 or +1 J&83®-2056, conference ID 56452710.

About Facebook

Founded in 2004, Faceboskimission is to give people the power to share raakle the world more open and connet
People use Facebook to stay connected with friandsfamily, to discover what’going on in the world, and to share
express what matters to them.

Contacts
Investors:

Deborah Crawford
investor@fb.cont investor.fb.com

Press:
Vanessa Chan
press@fb.comi newsroom.fb.com




Forward Looking Statements

This press release contains forwéwdking statements regarding our future busineggetations, which are subject to the
harbor provisions of the Private Securities Litigat Reform Act of 1995. These forwalobking statements are ol
predictions and may differ materially from actuesults due to a variety of factors including: obility to retain or increas
users and engagement levels; our reliance on aslagrrevenue; our ability to continue to moneta#& mobile product
risks associated with new product development aed tntroduction as well as other new businessaitives; our emphas
on user growth and engagement and the user exper@sr shorterm financial results; competition; litigation;iyacy ant
regulatory concerns; risks associated with acdoist security breaches; and our ability to managewth an
geographicallydispersed operations. These and other potentlad &ad uncertainties that could cause actual segultliffe
from the results predicted are more fully detaileder the caption "Risk Factors" in our QuartergpBrt on Form 1@ filed
with the SEC on April 25, 2014, which is availalde our Investor Relations website at investor.fincand on the SE
website at www.sec.govAdditional information will also be set forth our Quarterly Report on Form 1D-for the quarte
ended June 30, 2014 . In addition, please notetlieatlate of this press release is July 23, 20ddd, any forwardeoking
statements contained herein are based on assusygbiahwe believe to be reasonable as of this d&&e.undertake r
obligation to update these statements as a refsoéivo information or future events.

Non-GAAP Financial Measures

To supplement our consolidated financial statemevitech are prepared and presented in accordartbeGAAP, we use tt
following nonGAAP financial measures: revenue excluding foregxthange effect and advertising revenue exclt
foreign exchange effect; non-GAAP costs and expensen-GAAP income from operations; hon-GAAP netoime; non-
GAARP diluted shares; non-GAAP diluted earnings s®aire; non-GAAP operating margin; nG#&AP effective tax rate; ai
free cash flow. The presentation of these finanti@hsures is not intended to be considered intisnlar as a substitute fi
or superior to, financial information prepared gmdsented in accordance with GAAP. Investors amia@ed that there g
material limitations associated with the use of GW®AP financial measures as an analytical tool. drtipular, many of tr
adjustments to our GAAP financial measures refleetexclusion of items, specifically shdrased compensation expense
payroll tax related to shateased compensation expense, and the related intameffects, that are recurring and will
reflected in our financial results for the foreddeafuture. In addition, these measures may besmdifit from norsAAP
financial measures used by other companies, lignitheir usefulness for comparison purposes. We eosaie for the:
limitations by providing specific information reging the GAAP amounts excluded from these @AP financia
measures.

We believe these noBAAP financial measures provide investors with usstipplemental information about the finan
performance of our business, enable comparisomandcial results between periods where certaingtemay vary independe
of business performance, and allow for greatersparency with respect to key metrics used by manegein operating o
business.

We exclude the following items from one or moreaf non-GAAP financial measures:

Share-based compensation expense . We exclude share-based compensation expenseseea@ubelieve that the n@AAP
financial measures excluding this item provide niegfal supplemental information regarding operagibperformance. |
particular, because of varying available valuatioethodologies, subjective assumptions and the tyapieaward types th
companies can use under FASB ASC Topic 718, we\elihat providing noGAAP financial measures that exclude
expense allows investors the ability to make moeammgful comparisons between our operating resuitsthose of oth
companies. Accordingly, we believe that excludimg £xpense provides investors and management with
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greater visibility to the underlying performance air business operations, facilitates comparisoousfresults with othi
periods, and may also facilitate comparison withrigsults of other companies in our industry.

Payroll tax expense related to share-based compensation . We exclude payroll tax expense related to sbame:
compensation expense because, without excludirgg ttex expenses, investors would not see the ffiettethat excludin
sharebased compensation expense had on our operatindjsreshese expenses are tied to the exercise stingeo
underlying equity awards and the price of our commatmck at the time of vesting or exercise, whiattdrs may vary fro
period to period independent of the operating parémce of our business. Similar to shhesed compensation expense
believe that excluding this payroll tax expensevygtes investors and management with greater visikib the underlyin
performance of our business operations and faeitaomparison with other periods as well as theltg of other companies.

Income tax effect of share-based compensation and related payroll tax expenses . We believe excluding the income tax ef
of non-GAAP adjustments assists investors and managemamiderstanding the tax provision related to thedjeistment
and provides useful supplemental information reigarthe underlying performance of our business atpars.

Foreign exchange effect on revenue . We translate revenue for the three and six moatiied June 30, 201&ing prior yee
exchange rates for our settlement currencies, wiigtbelieve is a useful metric that facilitates pamison to our historic
performance.

Purchases of property and equipment; Property and equipment acquired under capital leases. We subtract both purchases
property and equipment and property and equipmeguised under capital leases in our calculatiofred# cash flow becau
we believe that these two items collectively représhe amount of property and equipment we negadoure to support o
business, regardless of whether we finance sugbepsoor equipment with a capital lease. We belignat this methodolog
can provide useful supplemental information to hel@stors better understand underlying trendsiimboisiness.

For more information on our ndBAAP financial measures and a reconciliation ofhsuteasures to the nearest G/
measure, please see the "Reconciliation of Non-GRABuIts to Nearest GAAP Measures" table in thesprelease.
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FACEBOOK, INC.

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(In millions, except for per share amounts)

(Unaudited)

Revenue
Costs and expenses:
Cost of revenue
Research and development
Marketing and sales
General and administrative
Total costs and expenses
Income from operations
Interest and other income/(expense), net
Income before provision for income taxes
Provision for income taxes
Net income
Less: Net income attributable to participating siias
Net income attributable to Class A and Class B coman stockholders
Earnings per share attributable to Class A and Clas B common stockholders:
Basic

Diluted

Weighted average shares used to compute earnings ghare attributable to Class A

and Class B common stockholders:
Basic
Diluted
Share-based compensation expense included in costsl expenses:
Cost of revenue
Research and development
Marketing and sales
General and administrative
Total share-based compensation expense

Payroll tax expenses related to share-based competisn included in costs and
expenses:

Cost of revenue

Research and development
Marketing and sales
General and administrative

Total payroll tax expenses related to share-basetpensation

Three Months Ended June

Six Months Ended June

30, 30,

2013 2014 2013 2014
1,812  $ 291C $ 3271 $ 541
46F 47z 87¢ 93¢
344 49: 637 947
26¢ 35¢ 472 681
172 197 34¢ 384
1,251 1,52( 2,33¢ 2,94¢
562 1,39( 93t 2,46¢
(17) 4 (37) 4
54t 1,38¢ 89¢ 2,46(
212 59E 34¢ 1,027
33 $ 791 $ 552 $ 1,43t
2 3 3 6
331 % 786 $ 54 $ 1,427
012 % 031 $ 02 $ 0.5€
01:  $ 030 $ 02: $ 0.5¢
2,407 2,56( 2,397 2,55:
2,50z 2,61¢ 2,49¢ 2,60¢
1 3 16 $ 19 $ 28
151 21¢ 26¢ 40¢
33 50 57 93
29 29 50 67
224 % 314 % 394 % 58¢
— $ —  $ 1 3% 2
7 6 18 21
1 2 5 6
— — 4 4
8 % 8 $ 28 $ 33




FACEBOOK, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

Assets
Current assets:
Cash and cash equivalents
Marketable securities
Accounts receivable
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Goodwill and intangible assets, net
Other assets
Total assets

Liabilities and stockholders' equity
Current liabilities:
Accounts payable
Developer partners payable
Accrued expenses and other current liabilities
Deferred revenue and deposits
Current portion of capital lease obligations
Total current liabilities

Capital lease obligations, less current portion
Other liabilities
Total liabilities

Stockholders' equity
Common stock and additional paid-in capital
Accumulated other comprehensive income (loss)
Retained earnings
Total stockholders' equity

Total liabilities and stockholders' equity

(In millions)
(Unaudited)

December 31, 2013

June 30, 2014

$ 3,32¢ 4,38¢
8,12¢ 9,57:

1,10¢ 1,19(

512 411

13,07( 15,55'

2,88z 3,33¢

1,72z 1,67:

221 20€

$ 17,89t 20,76¢
$ 87 14¢€
181 17€

55E 66€

38 53

23¢ 172

1,10( 1,21¢

237 152

1,08¢ 1,05¢

2,42t 2,42:

12,297 13,75¢

14 (5)

3,15¢ 4,59:

15,47( 18,34¢

$ 17,89 20,76¢




FACEBOOK, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In millions)
(Unaudited)
Three Months Ended June
30, Six Months Ended June 30,
2013 2014 2013 2014
Cash flows from operating activities
Net income $ 33z $ 791 $ 552 $ 1,43¢
Adjustments to reconcile net income to net caskigeal by operating activities:
Depreciation and amortization 23C 257 462 521
Lease abandonment 57 (13 65 (26)
Share-based compensation 224 314 394 58¢
Deferred income taxes 26 (33 19 (39
Tax benefit from share-based award activity 89 53C 14¢ 87t
Excess tax benefit from share-based award activity (993 (53%) (15%) (88%)
Other 11 (6) 20 3
Changes in assets and liabilities:
Accounts receivable (11¢) (187) (62) (82
Prepaid expenses and other current assets 42¢ 14 42¢ 10
Other assets (8) 2 (44) 18
Accounts payable 1 79 2 69
Developer partners payable (18) (12 3 (5)
Accrued expenses and other current liabilities 42 10z 9 75
Deferred revenue and deposits 2 15 2 15
Other liabilities 113 23 197 49
Net cash provided by operating activities 1,322 1,341 2,041 2,62¢
Cash flows from investing activities
Purchases of property and equipment (26¢) (469) (595) (832)
Purchases of marketable securities (1,9572) (1,50¢) (3,460) (4,482)
Sales of marketable securities 57¢ 1,121 1,27t 1,96¢
Maturities of marketable securities 1,271 45k 2,174 1,074
Acquisitions of businesses, net of cash acquired,parchases of intangible
assets (122) (19) (221) (19)
Other investing activities, net 3 2 3 (©)
Net cash used in investing activities (49¢) (422) (824) (2,299
Cash flows from financing activities
Taxes paid related to net share settlement of yquitirds (159 — (65¢) 3)
Proceeds from exercise of stock options 2 1 10 2
Principal payments on capital lease obligations (92 (66) (200) (150)
Excess tax benefit from share-based award activity 93 53¢ 15¢ 88¢
Net cash (used in) provided by financing activities (149) 47C (599 732
Effect of exchange rate changes on cash and cashuemlents 1 3 (7 3
Net increase in cash and cash equivalents 67€ 1,38¢ 617 1,061
Cash and cash equivalents at beginning of period 2,32¢ 2,99¢ 2,38¢ 3,328
Cash and cash equivalents at end of period $ 3,001 $ 438, % 3,000 % 4,38¢
Supplemental cash flow data
Cash paid during the period for:
Interest $ 14 $ 4 $ 26 $ 8




Income taxes
Cash received during the period for:
Refund of income taxes

Non-cash investing and financing activities:

Net change in accounts payable and accrued expandesther current
liabilities related to property and equipment aiddis

Property and equipment acquired under capital fease

Fair value of shares issued related to acquisitidrimisinesses

9 $ 24 18 61
41¢  $ 2 41¢ 2
(52 $ 21 (5) 18

— % — 11 —
44 = 77 —




Reconciliation of Non-GAAP Results to Nearest GAAMeasures
(In millions, except percentages and per share amounts)

(Unaudited)
Six Months Ended June
Three Months Ended June 3( 30,
2013 2014 2013 2014
GAAP revenue $ 1,81  $ 291C $ 3271 $ 5417
Foreign exchange effect on 2014 revenue using 283 (30) (21)
Revenue excluding foreign exchange effect $ 2,88( $ 5,391
GAAP revenue year-over-year change % 61% 65%
Revenue excluding foreign exchange effect year-gear change % 59% 65%
GAAP advertising revenue $ 159¢ $ 267¢ $ 284« $ 4,941
Foreign exchange effect on 2014 advertising reversireg 2013 rates (30) (22)
Advertising revenue excluding foreign exchangeatffe $ 2,64¢ $ 4,92
GAAP advertising revenue year-over-year change % 67% 74%
Advertising revenue excluding foreign exchangeaffear-over-year change % 65% 73%
GAAP costs and expenses $ 1,251 $ 152 $ 233 $ 2,94¢
Share-based compensation expense (224) (3149 (394) (58¢)
Payroll tax expenses related to share-based comi@ems (8 ()] (28) 33
Non-GAAP costs and expenses $ 1,01¢ $ 1,19¢  $ 1914 $ 2,327
GAAP income from operations $ 56z $ 1,39C % 93t $ 2,46¢
Share-based compensation expense 224 314 394 58¢
Payroll tax expenses related to share-based comi@ems 8 8 28 33
Non-GAAP income from operations $ 794 % 1,71z  $ 1357 $ 3,08t
GAAP net income $ 332 % 791 % 552 $ 1,43t
Share-based compensation expense 224 314 394 58¢
Payroll tax expenses related to share-based comi@ms 8 8 28 33
Income tax adjustments (77) (22 (174 (78)
Non-GAAP net income $ 48t % 1,091 $ 80C $ 1,97¢
GAAP and Non-GAAP diluted shares 2,50z 2,61°F 2,49¢ 2,60¢
GAAP diluted earnings per share $ 012 % 03C $ 02z $ 0.5t
Non-GAAP adjustments to net income 0.0¢ 0.12 0.1C 0.21
Non-GAAP diluted earnings per share $ 0.1¢ % 04z $ 03z $ 0.7¢
GAAP operating margin 31% 48% 2% 46%
Share-based compensation expense 12% 11% 12% 11%
Payroll tax expenses related to share-based comi@ms —% —% 1% 1%
Non-GAAP operating margin 44% 5%% 41% 57%
GAAP income before provision for income taxes $ 54t § 1,38t $ 89¢ $ 246(
GAAP provision for income taxes 212 59¢ 34¢ 1,027
GAAP effective tax rate 39% 43% 39% 42%
GAAP income before provision for income taxes $ 54t § 1,38t $ 89 $ 2,46(
Share-based compensation and related payroll faenses 232 322 42z 621
Non-GAAP income before provision for income taxes $ 71 $ 1,70¢ $ 1,32 $ 3,081
Non-GAAP provision for income taxes 28¢ 617 52C 1,10¢
Non-GAAP effective tax rate 37% 36% 3% 36%
Net cash provided by operating activities $ 1,322 $ 1,341 $ 2041 $ 2,62¢
Purchases of property and equipment (26¢) (469) (59%) (832)
Property and equipment acquired under capital fease — — (1) —
Free cash flow $ 1,05¢ $ 87 $ 143t $ 1,79
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