
Facebook Inc
Form 10-K
February 01, 2018

  UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
__________________________
FORM 10-K
__________________________
(Mark One)
xANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2017 
or

¨TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from            to            
Commission File Number: 001-35551
__________________________
FACEBOOK, INC.
(Exact name of registrant as specified in its charter)
__________________________

Delaware 20-1665019
(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification Number)
1601 Willow Road, Menlo Park, California 94025
(Address of principal executive offices and Zip Code)
(650) 543-4800
(Registrant's telephone number, including area code)
__________________________
Securities registered pursuant to Section 12(b) of the Act:
Class A Common Stock, $0.000006 par value The Nasdaq Stock Market LLC
(Title of each class) (Name of each exchange on which registered)
Securities registered pursuant to Section 12(g) of the Act:
None
(Title of class)
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes  x  No   ¨ 
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. Yes ¨ No  x
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 (Exchange Act) during the preceding 12 months (or for such shorter period that the
registrant was required to file such reports), and (2) has been subject to such filing requirements for the past
90 days.    Yes  x    No  ¨ 
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of
this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit and
post such files).    Yes  x    No  ¨ 

Edgar Filing: Facebook Inc - Form 10-K

1



Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§ 229.405 of this
chapter) is not contained herein, and will not be contained, to the best of registrant's knowledge, in definitive proxy or
information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. ¨
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company, or an emerging growth company. See definition of "large accelerated filer," "accelerated
filer," "smaller reporting company," and "emerging growth company" in Rule 12b-2 of the Exchange Act. (Check
one):
Large accelerated filerx Accelerated filer ¨
Non-accelerated filer ¨  (Do not check if a smaller reporting company) Smaller reporting company ¨

Emerging growth company ¨

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act).    Yes  ¨    No   x 
The aggregate market value of the voting and non-voting stock held by non-affiliates of the registrant as of June 30,
2017, the last business day of the registrant's most recently completed second fiscal quarter, was $372 billion based
upon the closing price reported for such date on the Nasdaq Global Select Market.
On January 29, 2018, the registrant had 2,395,921,635 shares of Class A common stock and 509,079,123 shares of
Class B common stock outstanding.

DOCUMENTS INCORPORATED BY REFERENCE
Portions of the registrant's Proxy Statement for the 2018 Annual Meeting of Stockholders are incorporated herein by
reference in Part III of this Annual Report on Form 10-K to the extent stated herein. Such proxy statement will be
filed with the Securities and Exchange Commission within 120 days of the registrant's fiscal year ended December 31,
2017.

Edgar Filing: Facebook Inc - Form 10-K

2



FACEBOOK, INC.
FORM 10-K
TABLE OF CONTENTS

Note About Forward-Looking Statements 3
Limitations of Key Metrics and Other Data 4

PART I
Item 1. Business 5
Item 1A. Risk Factors 8
Item 1B. Unresolved Staff Comments 29
Item 2. Properties 29
Item 3. Legal Proceedings 29
Item 4. Mine Safety Disclosures 29

PART II

Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities 30

Item 6. Selected Financial Data 32
Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations 34
Item 7A. Quantitative and Qualitative Disclosures About Market Risk 54
Item 8. Financial Statements and Supplementary Data 55
Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 83
Item 9A. Controls and Procedures 83
Item 9B. Other Information 83

PART III
Item 10. Directors, Executive Officers and Corporate Governance 84
Item 11. Executive Compensation 84
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters 84
Item 13. Certain Relationships and Related Transactions, and Director Independence 84
Item 14. Principal Accounting Fees and Services 84

PART IV
Item 15. Exhibits, Financial Statement Schedules 85
Signatures

2

Edgar Filing: Facebook Inc - Form 10-K

3



NOTE ABOUT FORWARD-LOOKING STATEMENTS
This Annual Report on Form 10-K contains forward-looking statements within the meaning of the Private Securities
Litigation Reform Act of 1995. All statements contained in this Annual Report on Form 10-K other than statements of
historical fact, including statements regarding our future results of operations and financial position, our business
strategy and plans, and our objectives for future operations, are forward-looking statements. The words "believe,"
"may," "will," "estimate," "continue," "anticipate," "intend," "expect," and similar expressions are intended to identify
forward-looking statements. We have based these forward-looking statements largely on our current expectations and
projections about future events and trends that we believe may affect our financial condition, results of operations,
business strategy, short-term and long-term business operations and objectives, and financial needs. These
forward-looking statements are subject to a number of risks, uncertainties and assumptions, including those described
in Part I, Item 1A, "Risk Factors" in this Annual Report on Form 10-K. Moreover, we operate in a very competitive
and rapidly changing environment. New risks emerge from time to time. It is not possible for our management to
predict all risks, nor can we assess the impact of all factors on our business or the extent to which any factor, or
combination of factors, may cause actual results to differ materially from those contained in any forward-looking
statements we may make. In light of these risks, uncertainties and assumptions, the future events and trends discussed
in this Annual Report on Form 10-K may not occur and actual results could differ materially and adversely from those
anticipated or implied in the forward-looking statements.
We undertake no obligation to revise or publicly release the results of any revision to these forward-looking
statements, except as required by law. Given these risks and uncertainties, readers are cautioned not to place undue
reliance on such forward-looking statements.
Unless expressly indicated or the context requires otherwise, the terms "Facebook," "company," "we," "us," and "our"
in this document refer to Facebook, Inc., a Delaware corporation, and, where appropriate, its wholly owned
subsidiaries. The term "Facebook" may also refer to our products, regardless of the manner in which they are
accessed. For references to accessing Facebook on the "web" or via a "website," such terms refer to accessing
Facebook on personal computers. For references to accessing Facebook on "mobile," such term refers to accessing
Facebook via a mobile application or via a mobile-optimized version of our website such as m.facebook.com, whether
on a mobile phone or tablet.
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LIMITATIONS OF KEY METRICS AND OTHER DATA
The numbers for our key metrics, which include our daily active users (DAUs), monthly active users (MAUs), and
average revenue per user (ARPU), are calculated using internal company data based on the activity of user accounts.
While these numbers are based on what we believe to be reasonable estimates of our user base for the applicable
period of measurement, there are inherent challenges in measuring usage of our products across large online and
mobile populations around the world. In addition, we are continually seeking to improve our estimates of our user
base, and such estimates may change due to improvements or changes in our methodology.
We regularly evaluate these metrics to estimate the number of "duplicate" and "false" accounts among our MAUs. A
duplicate account is one that a user maintains in addition to his or her principal account. We divide "false" accounts
into two categories: (1) user-misclassified accounts, where users have created personal profiles for a business,
organization, or non-human entity such as a pet (such entities are permitted on Facebook using a Page rather than a
personal profile under our terms of service); and (2) undesirable accounts, which represent user profiles that we
determine are intended to be used for purposes that violate our terms of service, such as spamming. The estimates of
duplicate and false accounts are based on an internal review of a limited sample of accounts, and we apply significant
judgment in making this determination. For example, to identify duplicate accounts we use data signals such as similar
IP addresses or user names, and to identify false accounts we look for names that appear to be fake or other behavior
that appears inauthentic to the reviewers. Our estimates may change as our methodologies evolve, including through
the application of new data signals or technologies, which may allow us to identify previously undetected duplicate or
false accounts and may improve our ability to evaluate a broader population of our users. As such, our estimation of
duplicate or false accounts may not accurately represent the actual number of such accounts. In particular, duplicate
accounts are very difficult to measure at our scale, and it is possible that the actual number of duplicate accounts may
vary significantly from our estimates.

In the fourth quarter of 2017, we estimate that duplicate accounts may have represented approximately 10% of our
worldwide MAUs. We believe the percentage of duplicate accounts is meaningfully higher in developing markets
such as India, Indonesia, and the Philippines, as compared to more developed markets. In the fourth quarter of 2017,
we estimate that false accounts may have represented approximately 3-4% of our worldwide MAUs. Our estimation of
false accounts can vary as a result of episodic spikes in the creation of such accounts, which we have seen originate
more frequently in specific countries such as Indonesia, Turkey, and Vietnam. From time to time, we may make
product changes or take other actions to reduce the number of duplicate or false accounts among our users, which may
also reduce our DAU and MAU estimates in a particular period.
Our data limitations may affect our understanding of certain details of our business. For example, while user-provided
data indicates a decline in usage among younger users, this age data is unreliable because a disproportionate number
of our younger users register with an inaccurate age. Accordingly, our understanding of usage by age group may not
be complete.
In addition, our data regarding the geographic location of our users is estimated based on a number of factors, such as
the user's IP address and self-disclosed location. These factors may not always accurately reflect the user's actual
location. For example, a user may appear to be accessing Facebook from the location of the proxy server that the user
connects to rather than from the user's actual location. The methodologies used to measure user metrics may also be
susceptible to algorithm or other technical errors. Our estimates for revenue by user location and revenue by user
device are also affected by these factors.
We regularly review our processes for calculating these metrics, and from time to time we may discover inaccuracies
in our metrics or make adjustments to improve their accuracy, including adjustments that may result in the
recalculation of our historical metrics. We believe that any such inaccuracies or adjustments are immaterial unless
otherwise stated. We intend to disclose our estimates of the number of duplicate and false accounts among our MAUs
on an annual basis. In addition, our DAU and MAU estimates will differ from estimates published by third parties due
to differences in methodology.
The numbers of DAUs and MAUs discussed in this Annual Report on Form 10-K, as well as ARPU, do not include
Instagram, WhatsApp, or Oculus users unless they would otherwise qualify as such users, respectively, based on their
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other activities on Facebook. In addition, other user engagement metrics included herein do not include Instagram,
WhatsApp, or Oculus unless otherwise specifically stated.
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PART I

Item 1.Business
Overview
Our mission is to give people the power to build community and bring the world closer together.
Our top priority is to build useful and engaging products that enable people to connect and share with friends and
family through mobile devices, personal computers, and other surfaces. We also help people discover and learn about
what is going on in the world around them, enable people to share their opinions, ideas, photos and videos, and other
activities with audiences ranging from their closest friends to the public at large, and stay connected everywhere by
accessing our products, including:

•

Facebook. Facebook enables people to connect, share, discover, and communicate with each other on mobile devices
and personal computers. There are a number of different ways to engage with people on Facebook, the most important
of which is News Feed which displays an algorithmically-ranked series of stories and advertisements individualized
for each person.

•Instagram. Instagram is a community for sharing visual stories through photos, videos, and direct messages. Instagram
is also a place for people to stay connected with the interests and communities that they care about.

•Messenger. Messenger is a messaging application that makes it easy for people to connect with other people, groups
and businesses across a variety of platforms and devices.

•WhatsApp. WhatsApp is a fast, simple, and reliable messaging application that is used by people around the world to
connect securely and privately.

•
Oculus. Our Oculus virtual reality technology and content platform power products that allow people to enter a
completely immersive and interactive environment to train, learn, play games, consume content, and connect with
others.
We generate substantially all of our revenue from selling advertising placements to marketers. Our ads enable
marketers to reach people based on a variety of factors including age, gender, location, interests, and behaviors.
Marketers purchase ads that can appear in multiple places including on Facebook, Instagram, Messenger, and
third-party applications and websites.
We are also investing in a number of longer-term initiatives, such as connectivity efforts, artificial intelligence
research, and augmented and virtual reality, to develop technologies that we believe will help us better serve our
communities and pursue our mission to give people the power to build community and bring the world closer together.
Competition
Our business is characterized by innovation, rapid change, and disruptive technologies. We compete with companies
that sell advertising, as well as with companies that provide social, media, and communication products and services
that are designed to engage users on mobile devices and online. We face significant competition in every aspect of our
business, including from companies that facilitate communication and the sharing of content and information,
companies that enable marketers to display advertising, companies that distribute video and other forms of media
content, and companies that provide development platforms for applications developers. We compete to attract,
engage, and retain people who use our products, to attract and retain marketers, and to attract and retain developers to
build compelling mobile and web applications that integrate with our products.
We also compete with the following:

•Companies that offer products across broad platforms that replicate capabilities we provide. For example, Google has
integrated social functionality into a number of its products, including search, video, and Android.

•Companies that develop applications, particularly mobile applications, that provide social or other communications
functionality, such as messaging, photo- and video-sharing, and micro-blogging.
•Companies that provide regional social networks that have strong positions in particular countries.

•Traditional, online, and mobile businesses that provide media for marketers to reach their audiences and/or develop
tools and systems for managing and optimizing advertising campaigns.
•Companies that develop and deliver virtual reality products and services.
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As we introduce or acquire new products, as our existing products evolve, or as other companies introduce new
products and services, we may become subject to additional competition.
Technology
Our product development philosophy is centered on continuous innovation in creating and improving products that are
social by design, which means that our products are designed to place people and their social interactions at the core
of the product experience. As our user base grows, and the level of engagement from the people who use our products
continues to increase, including with video, our computing needs continue to expand. We make significant
investments in technology both to improve our existing products and services and to develop new ones, as well as for
our marketers and developers. We are also investing in protecting the security and integrity of our platform by
investing in both people and technology to strengthen our systems against abuse.
Our technology investments included research and development expenses of $7.75 billion, $5.92 billion and $4.82
billion in 2017, 2016 and 2015, respectively. For information about our research and development expenses, see Part
II, Item 7, "Management's Discussion and Analysis of Financial Condition and Results of Operations—Results of
Operations—Research and development" of this Annual Report on Form 10-K.
Sales and Operations
The majority of our marketers use our self-service ad platform to launch and manage their advertising campaigns. We
also have a global sales force that is focused on attracting and retaining advertisers and providing support to them
throughout the stages of the marketing cycle from pre-purchase decision-making to real-time optimizations to
post-campaign analytics. We work directly with these advertisers, through traditional advertising agencies, and with
an ecosystem of specialized agencies and partners. We currently operate six support offices and more than 40 sales
offices around the globe. We also invest in and rely on self-service tools to provide direct customer support to our
users and partners.
Marketing
To date, our communities have grown organically with people inviting their friends to connect with them, supported
by internal efforts to stimulate awareness and interest. In addition, we have invested and will continue to invest in
marketing our products and services to build our brand, grow our user base, and increase engagement around the
world. We leverage the utility of our products and our social distribution channels as our most effective marketing
tools.
Intellectual Property
To establish and protect our proprietary rights, we rely on a combination of patents, trademarks, copyrights, trade
secrets, including know-how, license agreements, confidentiality procedures, non-disclosure agreements with third
parties, employee disclosure and invention assignment agreements, and other contractual rights. In addition, to further
protect our proprietary rights, from time to time we have purchased patents and patent applications from third parties.
We do not believe that our proprietary technology is dependent on any single patent or copyright or groups of related
patents or copyrights. We believe the duration of our patents is adequate relative to the expected lives of our products.
Government Regulation
We are subject to a number of U.S. federal and state and foreign laws and regulations that affect companies
conducting business on the Internet. Many of these laws and regulations are still evolving and being tested in courts,
and could be interpreted in ways that could harm our business. These may involve user privacy, data protection and
personal information, rights of publicity, content, intellectual property, advertising, marketing, distribution, data
security, data retention and deletion, electronic contracts and other communications, competition, protection of
minors, consumer protection, telecommunications, product liability, taxation, economic or other trade prohibitions or
sanctions, securities law compliance, and online payment services. In particular, we are subject to federal, state, and
foreign laws regarding privacy and protection of people's data. Foreign data protection, privacy, content, competition,
and other laws and regulations can be more restrictive than those in the United States. U.S. federal and state and
foreign laws and regulations, which in some cases can be enforced by private parties in addition to government
entities, are constantly evolving and can be subject to significant change. As a result, the application, interpretation,
and enforcement of these laws and regulations are often uncertain, particularly in the new and rapidly evolving
industry in which we operate, and may be interpreted and applied inconsistently from country to country and
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inconsistently with our current policies and practices.
Proposed or new legislation and regulations could also significantly affect our business. There currently are a number
of proposals pending before federal, state, and foreign legislative and regulatory bodies. In addition, the new European
General Data Protection Regulation (GDPR) will take effect in May 2018 and will apply to all of our products and
services that provide service in Europe. The GDPR will include operational requirements for companies that receive
or process personal data of residents of the European Union that are different than those currently in place in the
European Union, and will include significant penalties for non-
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compliance. Similarly, there are a number of legislative proposals in the United States, at both the federal and state
level, that could impose new obligations in areas affecting our business, such as liability for copyright infringement by
third parties. In addition, some countries are considering or have passed legislation implementing data protection
requirements or requiring local storage and processing of data or similar requirements that could increase the cost and
complexity of delivering our services.
We are currently, and may in the future be, subject to regulatory orders or consent decrees. Violation of existing or
future regulatory orders or consent decrees could subject us to substantial monetary fines and other penalties that
could negatively affect our financial condition and results of operations.
Various laws and regulations in the United States and abroad, such as the U.S. Bank Secrecy Act, the Dodd-Frank
Act, the USA PATRIOT Act, and the Credit CARD Act, impose certain anti-money laundering requirements on
companies that are financial institutions or that provide financial products and services. Under these laws and
regulations, financial institutions are broadly defined to include money services businesses such as money
transmitters, check cashers, and sellers or issuers of stored value or prepaid access products. Requirements imposed on
financial institutions under these laws include customer identification and verification programs, record retention
policies and procedures, and transaction reporting. To increase flexibility in how our online payments infrastructure
(Payments) may evolve and to mitigate regulatory uncertainty, we have received certain money transmitter licenses in
the United States and an Electronic Money (E-Money) license that allows us to conduct certain regulated payment
activities in the participating member countries of the European Economic Area, which will generally require us to
demonstrate compliance with many domestic and foreign laws relating to money transmission, gift cards and other
prepaid access instruments, electronic funds transfers, anti-money laundering, charitable fundraising, counter-terrorist
financing, gambling, banking and lending, financial privacy and data security, and import and export restrictions.
Employees
As of December 31, 2017, we had 25,105 employees.
Corporate Information
We were incorporated in Delaware in July 2004. We completed our initial public offering in May 2012 and our Class
A common stock is listed on The Nasdaq Global Select Market under the symbol "FB." Our principal executive
offices are located at 1601 Willow Road, Menlo Park, California 94025, and our telephone number is (650) 543-4800.
Facebook, the Facebook logo, FB, the Like button, Instagram, Oculus, WhatsApp, and our other registered or
common law trademarks, service marks, or trade names appearing in this Annual Report on Form 10-K are the
property of Facebook, Inc. or its affiliates. Other trademarks, service marks, or trade names appearing in this Annual
Report on Form 10-K are the property of their respective owners.
Information about Segment and Geographic Revenue
Information about segment and geographic revenue is set forth in Notes 1 and 13 of our Notes to Consolidated
Financial Statements included in Part II, Item 8, "Financial Statements and Supplementary Data" of this Annual
Report on Form 10-K.
Available Information
Our website address is www.facebook.com. Our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q,
Current Reports on Form 8-K, and amendments to reports filed pursuant to Sections 13(a) and 15(d) of the Securities
Exchange Act of 1934, as amended (Exchange Act), are filed with the U.S. Securities and Exchange Commission
(SEC). We are subject to the informational requirements of the Exchange Act and file or furnish reports, proxy
statements, and other information with the SEC. Such reports and other information filed by us with the SEC are
available free of charge on our website at investor.fb.com when such reports are available on the SEC's website. We
use our investor.fb.com and newsroom.fb.com websites as well as Mark Zuckerberg's Facebook Page
(https://www.facebook.com/zuck) as means of disclosing material non-public information and for complying with our
disclosure obligations under Regulation FD.
The public may read and copy any materials filed by Facebook with the SEC at the SEC's Public Reference Room at
100 F Street, NE, Room 1580, Washington, DC 20549. The public may obtain information on the operation of the
Public Reference Room by calling the SEC at 1-800-SEC-0330. The SEC maintains an Internet site that contains
reports, proxy and information statements, and other information regarding issuers that file electronically with the
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SEC at www.sec.gov.
The contents of the websites referred to above are not incorporated into this filing. Further, our references to the URLs
for these websites are intended to be inactive textual references only.
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Item 1A. Risk Factors
Certain factors may have a material adverse effect on our business, financial condition, and results of operations. You
should consider carefully the risks and uncertainties described below, in addition to other information contained in this
Annual Report on Form 10-K, including our consolidated financial statements and related notes. The risks and
uncertainties described below are not the only ones we face. Additional risks and uncertainties that we are unaware of,
or that we currently believe are not material, may also become important factors that adversely affect our business. If
any of the following risks actually occurs, our business, financial condition, results of operations, and future prospects
could be materially and adversely affected. In that event, the trading price of our Class A common stock could
decline, and you could lose part or all of your investment.
Risks Related to Our Business and Industry
If we fail to retain existing users or add new users, or if our users decrease their level of engagement with our
products, our revenue, financial results, and business may be significantly harmed.
The size of our user base and our users' level of engagement are critical to our success. Our financial performance has
been and will continue to be significantly determined by our success in adding, retaining, and engaging active users of
our products, particularly for Facebook and Instagram. We anticipate that our active user growth rate will continue to
decline over time as the size of our active user base increases, and it is possible that the size of our active user base
may fluctuate or decline in one or more markets, particularly in markets where we have achieved higher penetration
rates. For example, in the fourth quarter of 2017, we experienced a slight decline on a quarter-over-quarter basis in the
number of daily active users on Facebook in the United States & Canada region. If people do not perceive our
products to be useful, reliable, and trustworthy, we may not be able to attract or retain users or otherwise maintain or
increase the frequency and duration of their engagement. A number of other social networking companies that
achieved early popularity have since seen their active user bases or levels of engagement decline, in some cases
precipitously. There is no guarantee that we will not experience a similar erosion of our active user base or
engagement levels. Our user engagement patterns have changed over time, and user engagement can be difficult to
measure, particularly as we introduce new and different products and services. Any number of factors could
potentially negatively affect user retention, growth, and engagement, including if:
•users increasingly engage with other competitive products or services;

•we fail to introduce new features, products or services that users find engaging or if we introduce new products or
services, or make changes to existing products and services, that are not favorably received;

•users feel that their experience is diminished as a result of the decisions we make with respect to the frequency,
prominence, format, size, and quality of ads that we display;

•users have difficulty installing, updating, or otherwise accessing our products on mobile devices as a result of actions
by us or third parties that we rely on to distribute our products and deliver our services;

•user behavior on any of our products changes, including decreases in the quality and frequency of content shared on
our products and services;

•we are unable to continue to develop products for mobile devices that users find engaging, that work with a variety of
mobile operating systems and networks, and that achieve a high level of market acceptance;

•there are decreases in user sentiment about the quality or usefulness of our products or concerns related to privacy and
sharing, safety, security, or other factors;

•we are unable to manage and prioritize information to ensure users are presented with content that is appropriate,
interesting, useful, and relevant to them;
•we are unable to obtain or attract engaging third-party content;

•users adopt new technologies where our products may be displaced in favor of other products or services, or may not
be featured or otherwise available;
•there are adverse changes in our products that are mandated by legislation, regulatory authorities, or litigation;

•
there is decreased engagement or acceptance of product features on our service, or decreased acceptance of our terms
of service, as part of changes that may be implemented in connection with the General Data Protection Regulation
(GDPR) in Europe;
•technical or other problems prevent us from delivering our products in a rapid and reliable manner or otherwise affect
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the user experience, such as security breaches or failure to prevent or limit spam or similar content;

•we adopt terms, policies, or procedures related to areas such as sharing, content, user data, or advertising that are
perceived negatively by our users or the general public;

•
we elect to focus our product decisions on longer-term initiatives that do not prioritize near-term user growth and
engagement, or if initiatives designed to attract and retain users and engagement are unsuccessful or discontinued,
whether as a result of actions by us, third parties, or otherwise;
•we fail to provide adequate customer service to users, marketers, developers, or other partners;

•we, developers whose products are integrated with our products, or other partners and companies in our industry are
the subject of adverse media reports or other negative publicity; or

•
our current or future products, such as our development tools and application programming interfaces that enable
developers to build, grow, and monetize mobile and web applications, reduce user activity on our products by making
it easier for our users to interact and share on third-party mobile and web applications.
If we are unable to maintain or increase our user base and user engagement, our revenue and financial results may be
adversely affected. Any decrease in user retention, growth, or engagement could render our products less attractive to
users, marketers, and developers, which is likely to have a material and adverse impact on our revenue, business,
financial condition, and results of operations. If our active user growth rate continues to slow, we will become
increasingly dependent on our ability to maintain or increase levels of user engagement and monetization in order to
drive revenue growth.
We generate substantially all of our revenue from advertising. The loss of marketers, or reduction in spending by
marketers, could seriously harm our business.
Substantially all of our revenue is currently generated from third parties advertising on Facebook and Instagram. For
2017, 2016, and 2015, advertising accounted for 98%, 97% and 95%, respectively, of our revenue. As is common in
the industry, our marketers do not have long-term advertising commitments with us. Many of our marketers spend
only a relatively small portion of their overall advertising budget with us. Marketers will not continue to do business
with us, or they will reduce the budgets they are willing to commit to us, if we do not deliver ads in an effective
manner, or if they do not believe that their investment in advertising with us will generate a competitive return relative
to other alternatives. In addition, our advertising revenue growth has become increasingly dependent upon increased
pricing of our ads. If we are unable to provide marketers with a suitable return on investment, the pricing of our ads
may not increase, or may decline, in which case our revenue and financial results may be harmed.
Our advertising revenue could also be adversely affected by a number of other factors, including:
•decreases in user engagement, including time spent on our products;
•our inability to continue to increase user access to and engagement with our mobile products;

•product changes or inventory management decisions we may make that change the size, format, frequency, or relative
prominence of ads displayed on our products or of other unpaid content shared by marketers on our products;
•our inability to maintain or increase marketer demand, the pricing of our ads, or both;

•our inability to maintain or increase the quantity or quality of ads shown to users, including as a result of technical
infrastructure constraints;

•reductions of advertising by marketers due to our efforts to implement advertising policies that protect the security
and integrity of our platform;
•changes to third-party policies that limit our ability to deliver or target advertising on mobile devices;

•the availability, accuracy, and utility of analytics and measurement solutions offered by us or third parties that
demonstrate the value of our ads to marketers, or our ability to further improve such tools;

•loss of advertising market share to our competitors, including if prices for purchasing ads increase or if competitors
offer lower priced or more integrated products;

•adverse government actions or legal developments relating to advertising, including legislative and regulatory
developments and developments in litigation;
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•
decisions by marketers to reduce their advertising as a result of adverse media reports or other negative publicity
involving us, our advertising metrics or tools, content on our products, developers with mobile and web applications
that are integrated with our products, or other companies in our industry;
•reductions of advertising by marketers due to objectionable content published on our products by third parties;

•
the effectiveness of our ad targeting or degree to which users opt out of certain types of ad targeting, including as a
result of product changes and controls that may be implemented in connection with the GDPR or other regulation or
regulatory action;
•the degree to which users cease or reduce the number of times they engage with our ads;
•changes in the way advertising on mobile devices or on personal computers is measured or priced; and

•the impact of macroeconomic conditions, whether in the advertising industry in general, or among specific types of
marketers or within particular geographies.
The occurrence of any of these or other factors could result in a reduction in demand for our ads, which may reduce
the prices we receive for our ads, or cause marketers to stop advertising with us altogether, either of which would
negatively affect our revenue and financial results.
Our user growth, engagement, and monetization on mobile devices depend upon effective operation with mobile
operating systems, networks, and standards that we do not control.
The substantial majority of our revenue is generated from advertising on mobile devices. There is no guarantee that
popular mobile devices will continue to feature Facebook or our other products, or that mobile device users will
continue to use our products rather than competing products. We are dependent on the interoperability of Facebook
and our other products with popular mobile operating systems, networks, and standards that we do not control, such as
the Android and iOS operating systems. Any changes, bugs, or technical issues in such systems, or changes in our
relationships with mobile operating system partners, handset manufacturers, or mobile carriers, or in their terms of
service or policies that degrade our products' functionality, reduce or eliminate our ability to distribute our products,
give preferential treatment to competitive products, limit our ability to deliver, target, or measure the effectiveness of
ads, or charge fees related to the distribution of our products or our delivery of ads could adversely affect the usage of
Facebook or our other products and monetization on mobile devices. Additionally, in order to deliver high quality
mobile products, it is important that our products work well with a range of mobile technologies, systems, networks,
and standards that we do not control, and that we have good relationships with handset manufacturers and mobile
carriers. We may not be successful in maintaining or developing relationships with key participants in the mobile
ecosystem or in developing products that operate effectively with these technologies, systems, networks, or standards.
In the event that it is more difficult for our users to access and use Facebook or our other products on their mobile
devices, or if our users choose not to access or use Facebook or our other products on their mobile devices or use
mobile products that do not offer access to Facebook or our other products, our user growth and user engagement
could be harmed. From time to time, we may also take actions regarding the distribution of our products or the
operation of our business based on what we believe to be in our long-term best interests. Such actions may adversely
affect our users and our relationships with the operators of mobile operating systems, handset manufacturers, mobile
carriers, or other business partners, and there is no assurance that these actions will result in the anticipated long-term
benefits. In the event that our users are adversely affected by these actions or if our relationships with such third
parties deteriorate, our user growth, engagement, and monetization could be adversely affected and our business could
be harmed.
Our business is highly competitive. Competition presents an ongoing threat to the success of our business.
We compete with companies that sell advertising, as well as with companies that provide social, media, and
communication products and services that are designed to engage users on mobile devices and online. We face
significant competition in every aspect of our business, including from companies that facilitate communication and
the sharing of content and information, companies that enable marketers to display advertising, companies that
distribute video and other forms of media co
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