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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)

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

For the quarterly period ended March 31, 2012
OR

O 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: 001-35375

Zynga Inc.

(Exact name of registrant as specified in its chaetr)

Delaware 42-1733483

(State of Incorporation) (IRS Employer Identification No.)

699 Eighth Street

San Francisco, CA 94103
(Address of Principal Executive Offices) (Zip Code)

(855) 449-9642
(Telephone No.)

Indicate by check mark whether the registrant €y filed all reports required to be filed by Seeti® or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sslobrter period that the registrant was requirefilesuch reports) and (2) has been subject
to such filing requirements for the past 90 days/es No OO

Indicate by check mark whether the registrant liésnitted electronically and posted on its corpo¥dtb site, if any, every Interactive Data
File required to be submitted and posted pursuaRuie 405 of Regulation S-T during the precedifgrnbnths (or for such shorter period that
the registrant was required to submit and post §iled). Yes No O

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, @-accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgmpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated file [ Accelerated filel O
Non-accelerated file (Do not check if a smaller reporting compa Smaller reporting compar O

Indicate by check mark whether the registrantseell company (as defined in Exchange Act Rule 2Rb- Yes O No

As of April 15, 2012, there were 218,969,756 shafdbe Registrant’s Class A common stock outstagdd 96,552,654 shares of the
Registrant’s Class B common stock outstanding &y812,472 shares of the Registrant’s Class C constomk outstanding.
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Zynga, the Zynga logo and other trademarks or semviarks of Zynga appearing in this report areptioperty of Zynga. Trade names,
trademarks and service marks of other companiesaaip in this report are the property of theipesgive holders.

References in this report to “DAUS” mean daily eetusers of our games, “MAUS” mean monthly actigers of our games, “MUUS”
mean monthly unique users of our games, “MUPs” mreanthly unique payers for our games and “ABPU” ngeaverage daily bookings per
average DAU. Unless otherwise indicated, theseiosedre based on internally-derived measurementss@ll platforms on which our games
are played. For further information about DAUs, M&WUUs, MUPs and ABPU as measured by us, seeetti®s titled “Management’s
Discussion and Analysis of Financial Condition &ebults of Operations—Key Metrics.”

1



Case3.12:cv-04007-JSW.. Document134-6__Eiled05/31/13._Page5.0f.47

Table of Contents

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forwimaking statements. In some cases you can idethtéfge statements by forward-
looking words such as “believe,” “may,” “will,” “ésnate,” “continue,” “anticipate,” “intend,” “could “would,” “project,” “plan,” “expect,” or
the negative or plural of these words or similgsressions. These forward-looking statements in¢lbdeare not limited to, statements
concerning the following:

» our future relationship with Faceboc

e our corporate strategy and initiativi

* launching new games and enhancements to gamesr¢hedmmercially successfi

» user traffic to Zynga.com and publishing games ftbird-party developers on Zynga.co

» continued growth in demand for virtual goods anthig social games industt

» building and sustaining our franchise gan

» the ability of our games to generate revenue aiibgs for a significant period of time after latm
» capital expenditures and investment in our netvigitastructure, including data cente

» our use of working capital in gener

» retaining and adding players and increasing theatimation of our player bas

e maintaining a technology infrastructure that cdicieintly and reliably handle increased player &sdgst load times and the
deployment of new features and produ

e attracting and retaining qualified employees anggersonnel

» designing games for mobile and other -PC devices, and pursuing mobile initiatives getgr

» our successful growth internationally and in adgerg revenue

» our evaluation of new business opportunities, idiclg online gambling

e maintaining, protecting and enhancing our intellatproperty:

» protecting our playe’ information and adequately addressing privacy corszeanc

» successfully acquiring and integrating companigsassets

These forward-looking statements are subject toraler of risks, uncertainties and assumptionsudinl those described in “Part II.

Item 1A. Risk Factors” in this Quarterly Report®orm 10-Q. Moreover, we operate in a very competitind rapidly changing environment.
New risks emerge from time to time. It is not pbsifor our management to predict all risks, nar e assess the impact of all factors on
business or the extent to which any factor, or doation of factors, may cause actual results tfedihaterially from those contained in any
forward-looking statements we may make. In lighthefse risks, uncertainties and assumptions, theafd-looking events and circumstances

discussed in this Quarterly Report on FormQ@@aay not occur and actual results could differanally and adversely from those anticipate:
implied in the forward-looking statements.

You should not rely upon forward-looking statemeaggredictions of future events. Although we hadithat the expectations reflected
in the forward-looking statements are reasonabéecannot guarantee that the future results, lefastivity, performance or events and
circumstances reflected in the forward-lookingestaents will be achieved or occur. Moreover, exesptequired by law, neither we nor any
other person assumes responsibility for the acguand completeness of the forward-looking statemiafvle undertake no obligation to update
publicly any forward-looking statements for anyseia to conform these statements to actual resutts@hanges in our expectations.

2
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements (Unaudited)

Zynga Inc.

Consolidated Balance Sheets
(In thousands, except par value)
(Unaudited)

Assets
Current asset:
Cash and cash equivalel
Marketable securitie
Accounts receivable, net of allowance of $163 atdi881, 2012 and December 31, 2(
Income tax receivabl
Deferred tax asse
Restricted cas
Other current asse

Total current asse
Long-term marketable securitis
Goodwill
Other intangible assets, r
Property and equipment, r
Restricted cas
Other lon¢-term asset

Total asset

Liabilities and stockholde’ equity
Current liabilities:
Accounts payabl
Other current liabilitie:
Deferred revenu
Total current liabilities
Deferred revenu
Deferred tax liabilities
Other nor-current liabilities
Total liabilities
Stockholder’ equity:

Common stock, $.00000625 par value, and additipaal in capite—authorized: 2,020,517 shares; outstand
732,178 shares (Class A, 158,317, Class B, 553@3i4s C, 20,517) as of March 31, 2012 and 721,592

shares (Class A, 121,381, Class B, 579,694 Clag8,617) as of December 31, 2C
Treasury stocl
Accumulated other comprehensive inca
Accumulated defici

Total stockholder equity
Total liabilities and stockholde’ equity

See accompanying notes.

December 31

March 31,

2012 2011
$ 361,07: $1,582,34.
701,66: 225,16!
146,74¢ 135,63:
6,43( 18,58:
21,79¢ 23,51t
260,02: 3,84¢
47,67¢ 34,82
1,545,40: 2,023,90!
458,73 110,09¢
195,79¢ 91,76¢
143,42¢ 32,117
255,25: 246,74(
60 4,08z
7,281 7,94(
$2,605,941  $2,516,64!
$ 4431 $ 44,0
181,89¢ 167,27:
478,30 457,39
704,51 668,68!
10,53 23,25!
53,02( 13,95(
62,50¢ 61,22
830,57¢ 767,10
2,537,10. 2,426,16!
(282,92 (282,89)
63€ 362
(479,44 (394,09
1,775,37! 1,749,53!
$2,605,941  $2,516,64
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Zynga Inc.

Consolidated Statements of Operations
(In thousands, except per share data)

(Unaudited)
Three Months Ended
March 31,
2012 2011
Revenue $320,97.  $242,89(
Costs and expense
Cost of revenu 90,12: 67,66:
Research and developmt 186,87t 71,76(
Sales and marketir 56,831 40,15¢
General and administrati\ 72,71F 27,11(
Total costs and expens 406,55( 206,68t
Income (loss) from operatiol (85,57%) 36,20:
Interest incomt 1,291 51¢
Other (expense), n (1,142 (736)
Income (loss) before income tax (85,429 35,98¢
(Provision for) / benefit from income tax 78 (19,22¢)
Net income (loss $(85,35) $ 16,75¢
Net income attributable to participating securi — 15,41¢
Net income (loss) attributable to common stockhi $(85,35) $ 1,347
Net income (loss) per share attributable to comstookholder:
Basic $ (01 $ 0.01
Diluted $ (015 $ 0.0
Weighted average common shares used to compubecoete (loss) per share attributable to common
stockholders
Basic 707,69: 258,16t
Diluted 707,69: 358,31.

See accompanying notes.



Case3.12:cv-04007-JSW.. Document134-6.__Eiled05/31/13._Page8.0f.47

Table of Contents

Zynga Inc.

Consolidated Statements of Comprehensive Income (ks)
(In thousands)
(Unaudited)

Net income (loss
Other comprehensive income (los
Change in foreign currency translation adjustn
Net change on unrealized gains (losses) on ave-for-sale investments, net of t

Other comprehensive income (lo:
Comprehensive income (los

See accompanying notes.

Three Months Ended
March 31,
2012 2011

$(85,35)  $16,75¢

121 ©)
152 (74)
274 (77

$(85,07) $16,68:
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Zynga Inc.

Consolidated Statements of Cash Flows
(In thousands)

(Unaudited)
Three Months Ended
March 31,
2012 2011
Operating activities
Net income (loss $ (85,35) $ 16,75¢
Adjustments to reconcile net income (loss) to meshcprovided by operating activitie
Depreciation and amortizatic 29,39¢ 17,847
Stocl-based expens 133,85 14,50¢
Accretion and amortization on marketable secur 2,83¢ 86¢
Loss from sale of property and equipm 12 —
Deferred income taxe (1,28¢) —
Changes in operating assets and liabilit
Accounts receivable, n (5,617 (21,79)
Income tax receivabl 14,24: 14,66
Other asset (4,81¢) 4,34¢
Accounts payabl (283 5,074
Deferred revenu 8,19 43,70¢
Other liabilities (12,359 7,68(
Net cash provided by operating activit 78,815 103,65
Investing activities
Purchases of marketable securi $ (964,74) $(272,419
Sales of marketable securiti 16,745 1,501
Maturities of marketable securiti 116,12¢ 285,69¢
Acquisition of property and equipme (34,999 (50,227
Acquisition of purchased technology and other igtale asset (3,139 (1,640
Business acquisitions, net of cash acqu (182,169 (10,43%)
Restricted cas (224,95) (8,020
Purchases of other investme (398) —
Net cash used in investing activiti (1,277,15) (55,539
Financing activities
Taxes paid related to net share settlement of Z $ (23,500 $ —
Repurchases of common stc — (261,270)
Exercise of stock optior 533 1,20¢
Net proceeds from issuance of preferred s — 485,31
Net cash provided by (used in) financing activi (22,969) 225,24¢
Effect of exchange rate changes on cash and casaénts 36 21
Net increase (decrease) in cash and cash equis (1,221,26") 273,38¢
Cash and cash equivalents, beginning of pe 1,582,34. 187,83:
Cash and cash equivalents, end of pe $ 361,07¢ $ 461,22(

See accompanying notes.
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Zynga Inc.

Notes to Consolidated Financial Statements
(Unaudited)

1. Overview and Summary of Significant Accounting Blicies
Organization and Description of Business

Zynga Inc. (“Zynga,” “we” or “the Company'gevelops, markets and operates online social gamkge services played over the Inte
and on social networking sites and mobile platforviie generate revenue primarily through the in-gaaie of virtual goods. Our operations
are headquartered in San Francisco, Californiayantave several operating locations in the UnBtdes as well as various international
office locations in Asia and Europe.

We were originally organized in April 2007 as aif@ahia limited liability company under the nameeBidio Media LLC, converted to a
Delaware corporation in October 2007 and changechamne to Zynga Inc. in November 2010. We completadinitial public offering in
December 2011 and our Class A common stock igllistethe NASDAQ Global Select Market under the sghiBNGA.”

Basis of Presentation and Consolidation

The accompanying consolidated financial statemampresented in accordance with United Statesrgnaccepted accounting
principles (“U.S. GAAP”). The consolidated finaniciiatements include the operations of Zynga and/itolly-owned subsidiaries. All
intercompany balances and transactions have beemaled in consolidation.

The consolidated financial statements and relatéeisnrshould be read in conjunction with the conlsdéid financial statements and rel;
notes included in our Annual Report on Form 10-Ktfe year ended December 31, 2011. There havermesignificant changes to our
accounting policies since our Annual Report thathlaad a significant impact on our consolidatedriicial statements and related notes.

Unaudited Interim Financial Information

The accompanying interim consolidated balance seef March 31, 2012, the consolidated statenadniperations and comprehensive
income (loss) for the three months ended Marct2812 and 2011, the consolidated statements offtash for the three months ended
March 31, 2012 and 2011 and the related footnatel@lures are unaudited. These unaudited intenamfial statements have been prepared in
accordance with U.S. GAAP. In management’s opinibe,unaudited interim financial statements hawenh@epared on the same basis as the
audited financial statements and include all adjesits of a normal recurring nature necessary ffah presentation of the Company’s
statement of financial position as of March 31, 20he consolidated statements of operations amprEhensive income (loss) for the three
months ended March 31, 2012 and 2011 and the ddated statements of cash flows for the three nwatided March 31, 2012 and 2011.
The results for the three months ended March 312 20e not necessarily indicative of the resul{zeexed for the full fiscal year or any interim
period.

Use of Estimates

The preparation of financial statements in confeymiith U.S. GAAP requires management to make egtismand assumptions that af
the reported amounts in the consolidated finarstetements and notes thereto. Significant estinsatdsassumptions reflected in the financial
statements include, but are not limited to, therested lives of virtual goods that we use for rax@necognition, the chargeback reserve for our
third-party payment processors, the allowance éobdful accounts, useful lives of property and pqueént and intangible assets, accrued
liabilities, income taxes, accounting for businesmbinations, stock-based expense and evaluatignadwill and long-lived assets for
impairment. Actual results could differ materiafipm those estimates.

Recently Adopted Accounting Pronouncements
Presentation of Comprehensive Income

In June 2011, the Financial Accounting Standardsr@¢‘FASB”) issued an amendment to an existingpanting standard which
requires companies to present net income and otlreprehensive income in one continuous statemeinttero separate but consecutive
statements. We adopted this standard effectiviedrfitst quarter of 2012.

7
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Common Fair Value Measurement and Disclosure Requénts

In May 2011, the FASB issued an amendment to peogidonsistent definition of fair value and enghed the fair value measurement
and disclosure requirements are similar between GAAP and International Financial Reporting StaxldaThe amendment changes certain
fair value measurement principles and enhancedificbosure requirements particularly for Level B felue measurements. We adopted this
standard effective in the first quarter of 2012hwib material impact on our consolidated finanstatements and disclosures.

Testing of Goodwill Impairment

In September 2011, the FASB issued an amendmemt éxisting accounting standard which providegiestan option to perform a
qualitative assessment to determine whether fuithpairment testing on goodwill is necessary, thgrenly requiring the current two-step test
to be completed if management’s qualitative assessindicates a reporting unit’s carrying valuégigxcess of its fair value. We adopted this
standard effective in the first quarter of 2012hwib material impact on our consolidated finanstatements and disclosures.

2. Marketable Securities

The following tables summarize the Company’s amedicost, gross unrealized gains and losses anbfae of its available-for-sale
investments in marketable securities (in thousands)

March 31, 2012

Gross Gross

Unrealized Unrealized
Amortized Aggregate
Cost Gains Losses Fair Value

(unaudited)
U.S. government debt securiti $ 779,65: $ 70 $ (279 $ 779,44¢
Corporate debt securiti 380,67 52¢ (259) 380,94
Total $1,160,33 $ 59¢ $ (537)  $1,160,39;
December 31, 201

Gross Gross

Unrealized Unrealized
Amortized Aggregate
Cost Gains Losses Fair Value
U.S. government debt securities $ 267,63! $ 58 $ (53 $ 267,63t
Corporate debt securiti 67,651 35 (64) 67,62¢
Total $ 3320 $ 8 $ (117) $ 33526

The estimated fair value of available-feale marketable securities, classified by theitreatual maturities was as follows (in thousan

March 31,
2012
(unaudited)
Due within one yea $ 701,66:
One year through three ye: 458,73.
Total $1,160,39:

Changes in market interest rates and bond yieldseceertain of our investments to fall below tloeist basis, resulting in unrealized
losses on marketable securities. As of March 3122®e had unrealized losses of $0.5 million relatemarketable securities with a fair value
of $806.7 million. As of December 31, 2011, we hiadealized losses of $0.1 million related to maakés securities with a fair value of $11
million. None of these securities were in a cormimsi unrealized loss position for more than 12 msanth

As of March 31, 2012 and December 31, 2011, wendicconsider any of our marketable securities tother-thantemporarily impairec
When evaluating our investments for other-than-teragy impairment, we review factors such as thgtleof time and extent to which fair
value has been below its cost basis, the finacoiadlition of the issuer, the Company’s ability &nteint to hold the security and whether it is
more likely than not that the Company will be regdito sell the investment before recovery of dstbasis.

8
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3. Fair Value Measurements

Our financial instruments consist of cash equivialeshort-term and long-term marketable securéiesaccounts receivable. Accounts

receivable, net of bad debt allowance, are stdtétea carrying value, which approximates fairn@adue to the short time to expected receipt
of cash.

Cash equivalents and short-term and long-term neokes securities, consisting of money market fusms U.S. government and
corporate debt securities, are carried at fairejalthich is defined as an exit price, represerttiegamount that would be received to sell an
asset or paid to transfer a liability in an ordergnsaction between knowledgeable and willing reagarticipants. As such, fair value is a
market-based measurement that should be deterrhasstl on assumptions that knowledgeable and wittiadket participants would use in
pricing an asset or liability. We use a three-tiglue hierarchy, which prioritizes based on theutspused in measuring fair value as follows:

Level 1—Observable inputs that reflect quoted rigeadjusted) for identical assets or liabilifresictive markets.
Level 2—Includes other inputs that are directlyralirectly observable in the marketplace.
Level 3—Unobservable inputs that are supportedttiy br no market activity.

9
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The composition of our securities among the thesels of the fair value hierarchy is as followsttiousands):

March 31, 2012

Level 1 Level 2 Level 2 Total
(unaudited)
Assets:
Money market fund $ 214910 $ — $— $ 214,91
U.S. government debt securiti — 779,44 — 779,44
Corporate debt securitir — 403,44° — 403,44
Total $ 214,918 $1,182,89: $— $1,397,80
December 31, 2011
Level 1 Level 2 Level 2 Total
Assets:
Money market fund $1,375,911 $ — $— $1,375,911
U.S. government debt securiti — 267,63! — 267,63!
Corporate debt securitit — 68,33/ — 68,33¢
Total $1,375,91 $ 335,96¢ $— $1,711,88
4. Property and Equipment
Property and equipment consist of the followingtfinusands):
December 31
March 31,
2012 2011
(unaudited)
Computer equipmet $ 266,68t $ 243,98¢
Software 26,69: 25,11¢
Furniture and fixture 11,90¢ 9,47¢
Leasehold improvemen 71,29¢ 67,45¢
376,58 346,03!
Less accumulated depreciati (121,33¢) (99,299
Total property and equipment, r $ 255,25: $ 246,74

In April 2012, we purchased our corporate headgustiuilding in San Francisco, California for $Z3@illion. Pursuant to the
agreement, we agreed to acquire (i) the buildicgted at 650 Townsend Street, San Francisco, @akfeonsisting of approximately 670,000
square feet of space, (ii) fee title to the realperty where the building is located, (iii) progeldcated in the building which was owned by the
seller and used to operate and maintain the bgjldird (iv) leases and other intangible propertgteel to the building and real property. At
March 31, 2012, we deposited $229 million in escravich is classified as short-term restricted caslof March 31, 2012. The purchase will
be accounted for as a business combination pursni@ASC) 805Business Combinations

5. Acquisitions

Acquisition of OMGPOP On March 21, 2012, we acquired 100% of the onthtey stock of OMGPOP, Inc., a provider of sociairges
for mobile phones, tablets, PCs and social netwités, for purchase consideration of approxima®a3.1 million in cash. We acquired
OMGPOP to expand our social games offerings, pddity on mobile platforms.

As a result of this acquisition, we recorded $88illion of developed technology, $33.3 million afamding intangible assets, $5.5
million of net tangible assets acquired, $42.1iomillof deferred tax liabilities assumed and $104dilion of residual goodwill. Goodwill from
the acquisition represents the excess of the psecpace over the net tangible and intangible assequired and is not deductible for tax
purposes. Goodwill recorded in connection with tdgquisition is primarily attributable to the aséded workforce of the acquired business
the synergies expected to arise after our acquisdf the business. The preliminary fair valueagsets acquired and liabilities assumed for the
acquisition are subject to change as we obtairtiaddl information for our

10
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estimates during the respective measurement penoth one year. The primary areas that are ndirnyaized relate to certain tangible assets
and liabilities, acquired income and non-incomeckasxes and residual goodwill. The results of OMBFhave been included in our
consolidated results of operations from the datecgisition and were not material.

The useful lives for the developed technology arehiing intangible assets acquired in the OMGPQfRiaition are expected to be thi
years and seven years, respectively, and will beriwed on a straig-line basis.

6. Goodwill and Other Intangible Assets
Changes in the carrying value of goodwill from Dater 31, 2011 to March 31, 2012 are as followsh@usands, unaudited):

Goodwill - December 31, 201 $ 91,76¢
Additions 104,32°
Foreign currency translation adjustme (297)
Goodwill - March 31, 201 $195,79¢

Amortization expense of acquisition-related intdgjiassets for the three months ended March 32 206d 2011 was $7.0 million and
$6.1 million, respectively. As of March 31, 2018{udre amortization expense related to the intargilskets will be recognized in the periods
shown below (in thousands, unaudited):

Year ending December 3

2012 $ 39,65:
2013 37,051
2014 33,22
2015 11,891
2016 and thereafte 15,51

7. Income Taxes

The benefit from / (provision for) income taxes dased $19.3 million in the first quarter of 20TBe decrease was attributable to the
decrease in pre-tax income of $121.4 million infilet quarter of 2012, which was primarily drivby higher stockased expense. The inco
tax expense for the three months ended March 311, @@s impacted by non-deductible stock-based esepand the costs of implementing our
international structure.

For the foreseeable future, our effective tax watebe impacted by additional tax expense assediatith the implementation of our
international tax structure and the deductibilifystockbased expense. As the implementation of our intiermal tax structure is completed,
anticipate that our effective tax rate will be lovtlean the U.S. statutory rate.

8. Other Current Liabilities
Other current liabilities consist of the followirtign thousands):

December

March 31, 31,

2012 2011

(unaudited)

Customer deposit $ 44,47 $ 50,14(
Accrued payable from acquisitio 36,09¢ 7,24z
Other current liabilities 101,32¢ 109,88¢
Total other current liabilitie $181,89¢ $167,27:

Customer deposits represent amounts received fedaemed game cards as well as advanced paymemtsdirious customers. Accru
payable from acquisitions mainly relates to amotneis in escrow under the terms of certain of oarger agreements. Other current liabilities
include various expenses accrued by the Companyaiesaction taxes, acquisition-related expenseapensation liabilities and accrued
accounts payable.

11
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9. Stockholders’ Equity

We recorded stockased expense related to grants of employee arsdiitant stock options, warrants, restricted stouk estricted stoc
units (“ZSUs”) in our consolidated statements oéigtions as follows (in thousands):

Three Months Ended March 31,

2012 2011
(unaudited)

Cost of revenu $ 6,81¢ $ 551

Research and developm 78,14¢ 9,33:

Sales and marketir 12,91°¢ 2,44(

General and administrati\ 35,97 2,182

Total stocl-based expenst $ 133,85: $ 14,50¢

The following table shows stock option activity the three months ended March 31, 2012 (in thoussanaept weighted-average
exercise price and contractual term):

Outstanding Options

Weighted- Aggregate Weighted
Intrinsic Value of Average
Average Contractual Term
Exercise Stock Options
Shares Price Outstanding (In years)
(unaudited)
Balance as of December 31, 2( 102,31 $ 0.6 $ 892,13! 7.04
Stock option grant — —
Stock option forfeitures and cancellatic (947) 0.47%
Stock option exercise (2,906) 0.1¢
Balance as of March 31, 20 98,46 $ 0.71 $ 1,225,112 7.08

The following table shows a summary of ZSU acti¥dy the three months ended March 31, 2012 (indshods, except weighted-average
fair value and remaining term):

Outstanding ZSU's

Weighted- Aggregate Weighted
Average Intrinsic Value of Average
Grant Date Remaining Term
Unvested
Shares Fair Value ZSUs (In years)
(unaudited)
Unvested as of December 31, 2( 79,81¢ $ 11.2¢ $ 751,09 1.4¢
Granted 11,01« 13.8¢
Vested (9,16¢€) 11.57
Forfeited and cancelle (4,937 10.8¢
Unvested as of March 31, 20 76,72¢ $ 11.67 $ 1,008,98! 1.62

In March 2012, we donated one million shares o€l common stock to Zynga.org, an unaffiliated-poofit organization that was
formed in March 2012 to support charitable causgbhé communities in which we conduct business géyorg is a separate legal entity in
which we have no financial interest and do not eisercontrol and, accordingly, is not consoliddtedur consolidated financial statements.
For our contribution of Class A common stock weorded $13.1 million of stock-based expense, whsdngéluded in general and
administrative expenses, equal to the fair valutnefshares of Class A common stock issued.

12
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10. Net Income (Loss) Per Share of Common Stock

We compute net income (loss) per share of commmokstsing the twalass method required for participating securitig$or to the dat
of the initial public offering, we considered adirges of our convertible preferred stock to beipgating securities due to their non-cumulative
dividend rights. Additionally, we consider shargstied upon the early exercise of options subjeetorchase and unvested restricted shal
be participating securities, because holders df shares have non-forfeitable dividend rights me¢lrent of our declaration of a dividend for
common shares. In accordance with the two-clashadeearnings allocated to these participating rétées; which include participation rights
in undistributed earnings, are subtracted fromimmime to determine total undistributed earningsda@llocated to common stockholders.

Basic net income (loss) per common share is cordpualividing total undistributed earnings attriéolie to common stockholders by
weighted-average number of common shares outstgualdiring the period. In computing diluted net in@o(toss) attributable to common
stockholders, undistributed earnings are re-alet#n reflect the potential impact of dilutive seties, including stock options, warrants and
unvested ZSUs. Diluted net income (loss) per shtrdutable to common stockholders is computedikiding net income (loss) attributable
to common stockholders by the weighted-average eumbcommon shares outstanding, including potediiative common shares including
outstanding stock options, warrants and ZSUs.

13
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The following table sets forth the computation aéie and diluted net income (loss) per share ofrsomstock (in thousands, except per

share data):

BASIC:
Net income (loss
Net income attributable to participating securi

Net income (loss) attributable to common stockhid
Weighte-average common shares outstanc
Basic net income per she

DILUTED:

Net income (loss) attributable to common stockhil

Reallocation of net income attributable to partdipg securitie:

Reallocation of net income (loss) as a result ofveosion of Class C
shares to Class B and Class A shi

Reallocation of net income (loss) as a result ofvession of Class B
shares to Class A shai

Reallocation of net income (loss) to Class B aras€IC share

Net income (loss) attributable to common stockhdder diluted ne
income (loss) per sha

Number of shares used in basic computa
Conversion of Class C to Class A common sharesandig
Conversion of Class C to Class B common sharesamdisng
Conversion of Class B to Class A common sharedandig
Weightec-average effect of dilutive securitie

Employee stock optior

Warrants

Number of shares used in diluted net income (Ipssshar¢
Diluted net income (loss) per sh

14

Three Months Ended March 31,

2012 2011
Class Class Class Class Class Class
A B C A B C
(unaudited)
$(15,209 $(67,66¢ $(2,475) $— $ 1542¢ $ 1,33C
_ _ e 14,19: 1,22t
$(15.200 $(67.669 $(2479) $— $ 123 $ 107
126,10: 561,07 20,517 _— 237,65 20,517
$ (012 $ (012 $ (012 $— $ 001 $ 0.01
$(15,209 $(67,66¢ $(2,475) $— $ 1,23 $ 107
— — — — 25¢ —
(2,475 — — — 107 _
(67,668 — — — — —
— — - = — 15
$(85.35) $(67.669) $(2479 $— $ 1601 $ 92
126,10: 561,07 20,517 — 237,65 20,517
20,517 — — — — —
— — — — 20,517
561,07 — — — — —
— — — — 88,48¢ —
— — - = 11,65¢ —
707,69: 561,07 20,517 — 358,31 20,517
$ (019 $ (017 $ (019 $— $ — $ —
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The following weighted-average employee equity asavere excluded from the calculation of dilutetlineome (loss) per share
attributable to common stockholders because tlfi@ictewould have been anti-dilutive for the perigassented (in thousands):

Three Months Ended March 31,

2012 2011
(unaudited)

Stock options 99,45¢ 94C

Warrants 69t —

Restricted share 19,42 —

ZSUs 75,00: —

Total 194,58 94C

11. Commitments and Contingencies
Lease Commitments

We have entered into operating leases for fagliiecluding data center space. In 2010, we exdarteoperating lease agreement for
267,000 square feet of office space for our headersain San Francisco, California. The lease terseven years from the defined
commencement date, with options to renew for twe-fiear terms. Under the terms of the lease we prendded $13.6 million in leasehold
incentives and $9.8 million in rent abatement=20a1, this agreement was amended to add an aggrefgapproximately 140,000 square feet
of additional office space. Under the terms ofdh@endments, we were provided an aggregate of $4i®min leasehold incentives and $5.2
million in rent abatements. In April 2012, we coetield the purchase of our corporate headquarteldiriin San Francisco, California for
$233.7 million from 650 Townsend Associates LLC &uninated the lease agreement for the faciliBezause the lease termination did not
occur until April 2012, the minimum lease commitrteefor our corporate headquarters building areuidet! in the table below. Future
minimum lease payments that have initial or renmgjnion-cancelable lease terms as of March 31, 20&23s follows (in thousands,
unaudited):

Year ending December 3

2012 $ 24,44¢
2013 37,39¢
2014 40,11¢
2015 38,781
2016 and thereafte 110,09:

$250,83:

Included in the table above are $2.2 million, $Mitlion, $10.2 million, $10.6 million and $26.4 ridn of future minimum lease
payments associated with the lease of our corpbeidquarters building in the years ending Decei®bgP012, 2013, 2014, 2015 and 2016
and thereafter, respectively. These lease commitweere cancelled in April 2012 after the purchefSthe building was completed.

Legal Matters

From time to time, we may become subject to legatgedings, claims, and litigation arising in timdinary course of business. In
addition, we may receive notification alleging inflement of patent or other intellectual propeights. Adverse results in litigation, legal
proceedings or claims may include awards of sulisfamonetary damages, costly royalty or licensiggeements, or orders preventing us f
offering certain games, features, or services,maag also result in changes in our business pragtigbich could result in additional costs or a
loss of revenues for us and otherwise harm oumlessi Although the results of litigation cannopbedicted with certainty, we believe that the
amount or range of reasonably possible loss retatady pending or threatened litigation will netve a material adverse effect on our
business, operating results, cash flows, or firdmu@indition should such litigation be resolvedawdrably. We recognize legal expenses as
incurred.

15
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12. Revenue by Type and Geographical Information
Revenue by Type
The following table presents the components of meee(in thousands):

Three Months Ended

March 31,
2012 2011
(unaudited)
Online game $292,78( $229,89¢
Advertising 28,19: 12,99:
Total revenue $320,97: $242,89(

Geographical Information
The following represents our geographic revenuedas the location of our players (in thousands):

Revenue Three Months Ended
March 31,
2012 2011
(unaudited)
United State! $196,45: $159,52¢
All other countrie<®) 124,51¢ 83,36!
Total revenue $320,97: $242,89(

(1) No country exceeded 10% of our total revenue fgrariods presente
The following represents our property and equipmet by location (in thousands):

Property and equipment, net

December 31
March 31,
2012 2011
(unaudited)
United State: $250,82° $ 242,55
All other countries 4,424 4,18¢
Total property and equipment, r $255,25! $ 246,74

13. Subsequent Events

In April 2012, we completed a secondary offeringtthllowed certain of our stockholders to sell 48illion shares of Class A common
stock for approximately $593 million, net of undeitimg discounts and commissions of approximatel§ #illion, including the full exercise
of the underwriters’ option to purchase additicstedres. The Company did not receive any proceedstfie sale of the shares. The principal
purpose of the offering was to facilitate an orgelistribution of shares and to increase our pufdiat.

16
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

You should read the following discussion of ouafficial condition and results of operations in cargtion with the consolidated financ
statements and the related notes included elsewhéhés Quarterly Report on Form 10-Q. The follagidiscussion contains forward-looking
statements that reflect our plans, estimates afidfeeOur actual results could differ materialiypi those discussed in the forward-looking
statements. Factors that could cause or contriboitthese differences include those discussed batabelsewhere in this Quarterly Report on
Form 1(-Q, particularly in “Special Note Regarding Forwaicboking Statements” and “Risk Factors.”

Overview

We are the world’s leading online social game dewet with 292 million average MAUs in 175 countrigée have launched the most
successful social games in the industry in eadhefast three years. Our games are accessiblaaebbok and other social networks, mobile
platforms and Zynga.com, wherever and wheneveplayers want. All of our games are free to play] a® generate revenue through the in-
game sale of virtual goods and advertising.

We are a pioneer and innovator of social gamesdadder in making play a core activity on theiné¢. Our objective is to become the
worldwide leader in play by connecting the worldotigh games.

Consistent with our free-to-play business modempgared to all players who play our games in anjopgeonly a small portion are
payers. Because the opportunity for social intévastincreases as the number of players increagelselieve that maintaining and growing
overall number of players, including the numbeplafyers who may not purchase virtual goods, is o to the success of our business. .
result, we believe that the number of players wimose to purchase virtual goods will continue tostitute a small portion of our overall
players as our business grows.

17
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How We Generate Revenue

We operate our games as live services that allayeps to play for free. We generate revenue prigniom the in-game sale of virtual
goods and advertising.

Online GameWe provide our players with the opportunity to ghase virtual goods that enhance their game-plagxpgrience. We
believe players choose to pay for virtual goodsliersame reasons they are willing to pay for ottiens of entertainment. They enjoy the
additional playing time or added convenience, thiétp to personalize their own game boards, thestaction of leveling up and the
opportunity for sharing creative expressions. Weele players are more likely to purchase virtuabds when they are connected to and
playing with their friends, whether those friendaypfor free or also purchase virtual goods.

Facebook is the primary distribution, marketinghmotion and payment platform for our games. We gdeesubstantially all of our
revenue and players through the Facebook platfowireapect to continue to do so for the foresechiblee.

We are subject to Facebook’s standard terms arditamms for application developers, which govera gromotion, distribution and
operation of games and other applications on tleelb@ok platform. We have entered into an addendutimelse terms and conditions pursuant
to which we have agreed to use Facebook Creditglfemk’s proprietary payment method, as the primaggns of payment within our games
played through Facebook. This addendum expiresag RO15.

We began migrating to Facebook Credits in July 2@hd in April 2011, we completed this migratiomdér the addendum, Facebook
remits to us an amount equal to 70% of the faceevaf Facebook Credits purchased by our playeraderin our games. We recognize reve
net of amounts retained by Facebook. Prior toalldendum, we used third-party payment processarpaid these processors service fees
ranging from 2% to 10% of the purchase price ofvirtual goods which were recorded in cost of rexerPlayers can purchase Facebook
Credits from Facebook, directly through our gamethmugh game cards purchased from retailers &tditors.

On platforms other than Facebook, players purchase&irtual goods through various widely acceptagimpent methods offered in the
games, including credit cards, PayPal, Apple iTuaepunts and direct wires. Players can purchase gards from retailers and distributors
for use on these platforms.

Advertising.Advertising revenue primarily includes brandeduwéditgoods and sponsorships, engagement ads amsl, offebile ads,
display ads and licensing. We generally reportamlvertising revenue net of amounts due to advegtiagencies and brokers.

Revenue growth will depend largely on our abilityattract and retain players and more effectivebyetize our player base through the
sale of virtual goods and advertising. We intendddhis through the launch of new games, enhaneene current games and expansion into
new markets and distribution platforms.

Recent Developments

Game LaunchesWe launched six games during the first quarte?Qif2, including two titles on web-based platforiglden Chronicles
our first game in the hidden object category, agdga Slingopur first game in the arcade category. We rele&sadtitles on mobile
platforms:Scramble with Friends, Dream PetHouse, Dream Hsight Draw Somethingywhich we acquired in March in connection with the
acquisition of OMGPOP.

Zynga Platform On March 1, 2012, we announced the Zynga Platfednich includes Zynga.com, a new destination &mia games,
and Zynga Platform Partners, a program that allinvd-party game developers to create and publishes on Zynga.com. On March 5, 2012
we launched the beta version of Zynga.com. As drdg®on dedicated to social games, Zynga.com alplayers to play with existing friends
and connect with other players who share a commignest in our games, such@yVille, CastleVilleandWords With Friends and, in the
future, games from other thiggarty developer partners. In addition, because Zyrwgn is integrated with Facebook, our playersamartinue tc
log in with their Facebook ID, easily play gameshatheir existing Facebook friends and use Facelfieklits to purchase virtual goods.

Acquisition of OMGPOP On March 21, 2012, we acquired 100% of the onthtey stock of OMGPOP, Inc., a provider of sociairgs,
including Draw Somethingfor mobile phones, tablets, PCs and social netwités, for purchase consideration of approximasd§3.1 million
in cash. We acquired OMGPOP to expand our socrakgeofferings, particularly on mobile platforms.
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Building Purchase In March 2012, we entered into an agreement toh@se our corporate headquarters building in $ancksco,
California for $233.7 million from 650 Townsend Asgates LLC. Pursuant to the agreement, on Api2(,2, we acquired (i) the building
located at 650 Townsend Street, San Franciscofo@ah consisting of approximately 670,000 squaet bf space, (ii) fee title to the real
property (i.e. land) where the building is locat@iil, personal property located in the buildingiathnwas previously owned by the seller and
used in the operation and maintenance of the Imgjlend (iv) leases and other intangible propefted to the building and real property. Our
remaining lease commitments for the building wemecelled in April 2012 after the purchase was ceteol.

Secondary OfferingOn April 3, 2012, we completed an underwritteblpuoffering of 49,414,526 shares of our Classofneon stock.
All of the shares were sold by selling stockholdara price to the public of $12.00 per share. &3 pf the offering, all selling stockholders, as
well as all officers and directors, agreed to lagkagreements that extended the transfer restrictio their remaining shares owned until at
least 90 days following the offering. The principalrposes of the offering were to facilitate anestyl distribution of shares and to increase the
company'’s public float. We did not receive any meds from the sale of shares in the offering.

Zynga.orgln March 2012, we donated one million shares o€l common stock to Zynga.org, an unaffiliated-poofit organization
that was formed in March 2012 to support charit@ialeses in the communities in which we conductriass.

Key Metrics

We regularly review a number of metrics, includthg following key financial and operating metrits evaluate our business, measure
our performance, identify trends in our businesspare financial projections and make strategigsa®ts.

Key Financial Metrics

BookingsBookings is a non-GAAP financial measure that isado revenue recognized during the period plesctiange in deferred
revenue during the period. We record the salertdial goods as deferred revenue and then recofmzeevenue over the estimated average
life of the purchased virtual goods or as the akgoods are consumed. Advertising sales whichisbakcertain branded virtual goods and
sponsorships is also deferred and recognized beezdtimated average life of the branded virtuabgsimilar to online game revenue.
Bookings, as opposed to revenue, is the fundamtagdine metric we use to manage our busineswedselieve it is a better indicator of the
sales activity in a given period. Over the longrtethe factors impacting our bookings and revenmadle same. However, in the short term,
there are factors that may cause revenue to exardeelless than bookings in any period.

We use bookings to evaluate the results of ouratjpers, generate future operating plans and afisegserformance of our company.
While we believe that this non-GAAP financial measis useful in evaluating our business, this imfation should be considered as
supplemental in nature and is not meant as a sutestor revenue recognized in accordance with W&R. In addition, other companies,
including companies in our industry, may calculadekings differently or not at all, which reducesusefulness as a comparative measure.

The following table presents a reconciliation ofaeue to bookings for each of the periods presented

Three Months Ended March 31,
2012 2011
(in thousands)

Reconciliation of Revenue to Bookings

Revenue $ 320,97. $ 242,89(
Change in deferred reven 8,197 43,70¢
Bookings $ 329,16: $ 286,59¢

In July 2010, we began migrating to Facebook Csealitthe primary payment method for our games gly@ugh Facebook, and by
April 2011, we had completed this migration. Faadbremits to us an amount equal to 70% of the fatee of Facebook Credits purchasec
our players for use in our games. We record boakargl recognize revenue net of the amounts rethin&@dcebook. Prior to adoption of
Facebook Credits, we recorded a majority of oumenjame revenue at the gross price charged toutstemer.

Adjusted EBITDAAdjusted EBITDA is a non-GAAP financial measurettive calculate as net income (loss), adjusteddvision
for) / benefit from income taxes; other income (@xge), net; interest income; gain (loss) from Iegéflements; depreciation and amortization;
stock-based expense and change in deferred rewAfaubelieve that adjusted EBITDA provides usefibimation to investors and others in
understanding and evaluating our operating regulfse same manner as our management and boane ofods.
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We have included adjusted EBITDA in this Quartdkyport on Form 10-Q because it is a key measunese¢o evaluate our financial
and operating performance, generate future opgratans and make strategic decisions for the dilmcaf capital. Accordingly, we believe
that adjusted EBITDA provides useful informationngestors and others in understanding and evalgiatiir operating results in the same
manner as our management and board of directorde Wh believe that this non-GAAP financial measisraseful in evaluating our business,
this information should be considered as suppleatémhature and is not meant as a substitutehiorelated financial information prepared in
accordance with US GAAP.

The following table presents a reconciliation of ileome (loss) to adjusted EBITDA for each of fflegiods indicated:

Three Months Ended March 31,
2012 2011
(in thousands)

Reconciliation of Net Income (Loss) to Adjusted EBIDA:

Net income (loss $ (85,35) $ 16,75¢
(Provision for) / benefit from income tax (78) 19,22¢
Other income (expense), r 1,14 73€
Interest incom (1,29 (51§)
Gain (loss) from legal settlemer 88¢ —

Depreciation and amortizatic 29,39¢ 17,84%
Stoclk-based expens 133,85: 14,50¢
Change in deferred reven 8,19: 43,70¢
Adjusted EBITDA $ 86,75: $ 112,26

Limitations of Bookings and Adjusted EBITDA
Some limitations of bookings and adjusted EBITDA:ar

adjusted EBITDA does not include the impact of k-based expens

bookings and adjusted EBITDA do not reflect thatdeéer and recognize online game revenue and revieom certain advertising
transactions over the estimated average life efi@irgoods or as virtual goods are consun

adjusted EBITDA does not reflect income tax expe

adjusted EBITDA does not include other income axgkese, which includes foreign exchange gains asgkk as well as interest
income;

adjusted EBITDA excludes depreciation and amoiittmsénd although these are I-cash charges, the assets being depreciate
amortized may have to be replaced in the fut

adjusted EBITDA does not include gains and losses@ated with legal settlements; ¢

other companies, including companies in our ingustray calculate bookings and adjusted EBITDA défgly or not at all, whicl
reduces their usefulness as a comparative me

Because of these limitations, you should considekings and adjusted EBITDA along with other fin@hperformance measures,
including revenue, net income (loss) and our fim@mesults presented in accordance with US GAAP.
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Key Operating Metrics

We manage our business by tracking several opgratetrics: “DAUs,” which measures daily active ssef our games, “MAUS,vhich
measures monthly active users of our games, “MUWkjth measures monthly unique users of our gatMidPs,” which measure monthly
unique payers in our games, and “ABPU,” which measour average daily bookings per average DAW, e&avhich is recorded by our
internal analytics systems.

DAUs. We define DAUs as the number of individuals wieyypd one of our games during a particular day.ddtidis metric, an
individual who plays two different games on the saay is counted as two DAUSs. Similarly, an indiadilwho plays the same game on two
different platforms (e.g., web and mobile) or omtdifferent social networks on the same day woelddunted as two DAUs. Average DAUs
for a particular period is the average of the DAbIseach day during that period. We use DAU as asuee of audience engagement.

MAUs.We define MAUs as the number of individuals whoypld a particular game in the 30-day period endiith the measurement
date. Under this metric, an individual who play® tlifferent games in the same 30-day period is tlias two MAUSs. Similarly, an
individual who plays the same game on two diffefgatforms (e.g., web and mobile) or on two diffgreocial networks in a 30-day period
would be counted as two MAUs. Average MAUSs for gtipalar period is the average of the MAUs at eaxnth-end during that period. We
use MAUs as a measure of total game audience size.

MUUs. We define MUUs as the number of unique individwalt® played any of our games on a particular platfor the 30-day period
ending with the measurement date. An individual wlays more than one of our games in a given 30pgaipd would be counted as a single
MUU. However, because we cannot always distingursfjue individuals playing across multiple platf@;man individual who plays any of our
games on two different platforms (e.g., web andilepin a given 30day period may be counted as two MUUs in the etrattwe do not hav
data that allows us to de-duplicate the player.aBee many of our players play more than one garagjimen 30day period, MUUs are alwa
lower than MAUSs in any given time period. Averagé&Ms for a particular period is the average of thdWs at each month-end during that
period. We use MUUs as a measure of total audiszaeh across our network of games.

MUPs. We define MUPs as the number of unique players mhde a payment at least once during the appéicabhth through a
payment method for which we can quantify the nundfemique payers, including payers from certailnwf mobile games. MUPs does not
include payers who use certain smaller web-basgohgat methods or payers from certain of our maof@mes for which we cannot quantify
the number of unique payers. If a player made angay in our games on two separate platforms (@gelfook and Google+) in a period, the
player would be counted as two unique payers ihghdaod. Monthly unique payers are presented @saaterly average of the three months in
the applicable quarter.

Average Bookings per User (ABPWYe define ABPU as (i) our total bookings in a giyeriod, divided by (ii) the number of days in
period, divided by, (iii) the average DAUs duritigetperiod. We believe that ABPU provides usefubinfation to investors and others in
understanding and evaluating our results in theesaw@nner as our management and board of direfitersise ABPU as a measure of overall
monetization across all of our players throughghle of virtual goods and advertising.

Our business model for social games is designekatpas there are more players that play our gasoeegal interactions increase and the
more valuable the games and our business becofiengaged players of our games help drive our bggskand, consequently, both online
game revenue and advertising revenue. Virtual gacglpurchased by players who are socializing witinpeting against or collaborating w
other players, most of whom do not buy virtual gaoficcordingly, we primarily focus on bookings, D8\MAUs, MUUs, MUPs and ABPU,
which together we believe best reflect the econoraiae of all of our players.

Three Months Ended March 31,

2012 2011

(users and payers in millions)
Average DAUs 65 62
Average MAUs 292 23€
Average MUUs 182 14€
Average MUP: 3.5 NA
ABPU $ 0.05¢ $ 0.05]

NA means data is not availab
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Future growth in audience and engagement will deenour ability to retain current players, attnaetv players, launch new games and
expand into new markets and distribution platfoend the success of Zynga.com. Our operating metr&gsnot correlate directly to quarterly
bookings or revenue trends in the short term. Astance, revenue has grown every quarter sincmogption, including in quarters where
DAU, MAU and MUU did not grow.

Factors Affecting Our Performance

Launch of new games and release of enhancemeéntsbookings and revenue growth have been diiyethe launch of new games and
the release of fresh content and new featuresigtileg games. Although the amount of revenue arukings we generate from a new game or
an enhancement to an existing game can vary signifiy, we expect our revenue and bookings growttetcorrelated to the success of our
new games and our success in releasing engagitgné@nd features.

Game monetizationWe generate most of our bookings and revenue fhensale of virtual goods in our games. The detyreehich our
players choose to pay for virtual goods in our gamelriven by our ability to create content amduégl goods that enhance the game-play
experience. Our bookings, revenue and overall firdperformance are affected by the number ofgiawand the effectiveness of our
monetization of players through the sale of virgabds and advertising. In addition, internatigulayers have historically lagged the
monetization that we achieve for U.S. players, twedpercentage of paying international players mesease or decrease based on a number o
factors, including growth in overall internatiormayers, localization of content and the avail&pitif payment options.

Changes in Facebook or other platforrra.cebook is the primary distribution, marketingyrpotion and payment platform for our social
games. We generate substantially all of our boakingvenue and players through the Facebook phatfmd expect to continue to do so for
foreseeable future. Facebook and other platformae beoad discretion to change their platforms, geafservice and other policies with resj
to us or other developers, and those changes magfaeorable to us. For the three months ended Mat¢ 2012 and 2011, we estimate that
85% and 93% of our quarterly bookings, respectivelgre generated through the Facebook platformthiethree months ended March 31,
2012 and 2011, we estimate that 92% and 93% ofjaarterly revenue, respectively, were generatamltiir the Facebook platform. We have
had to estimate this information because certaymeat methods used do not allow us to determingltitéorm used.

Investment in game developmeirt order to develop new games and enhance themtand features in our existing games, we must
invest in a significant amount of engineering anehtive resources. These expenditures generallyr meonths in advance of the launch of a
new game or the release of new content, and thdtiresrevenue may not equal or exceed our devedoproosts.

Investment in technology stacWe host a significant portion of our game traffic our own network infrastructure. We will conteto
invest in our network infrastructure, with the goékeducing our reliance on third-party web hogtiervices and moving towards the use of
self-operated data centers. Under this approactmostdata and traffic for our games on serveratimtin the data centers that we lease, build
and operate. Investment in our network infrastmectuvill require capital expenditures for equipmeffe believe that over the long term this
investment will produce further operating leverdgeaeducing our game operation costs and will enbarur games and player experience.
However, as we continue to grow, the capital inwmestt necessary to build our infrastructure willsignificant and will require that we
successfully migrate our games to ensure the lbsgbmer service for our players.

Player acquisition cost#lthough we acquire most of our players throughaidghannels, we also utilize advertising and otbiens of
player acquisition and retention to grow and retainplayer audience. These expenditures generdiye to the promotion of new game
launches and ongoing performance-based progradrsvnew player acquisition and lapsed playertreation. Over time, these acquisition
and retention-related programs may become eitserdffective or more costly, negatively impacting operating results.

New market developmeft/e are investing in new distribution channels sasimobile and other platforms, including other abci
networks and in international markets to expandreach and grow our business. For example, we ¢@vinued to hire additional employees
and acquire companies with experience developinigilmapplications. We have also invested resourcagegrating and operating some of
our games on additional platforms, including Goeglaixi, and Tencent. As we expand into new markets distribution channels, we expect
to incur headcount, marketing and other operatogjscin advance of the associated bookings anchueve®©ur financial performance will be
impacted by our investment in these initiatives Hrar success.

Stock-based Expense Related to Outstanding A3ids.to our initial public offering, we granted BS to our employees that generally
vest upon the satisfaction of both a service-pecmulition of up to four years and a liquidity eveandition, the latter of which was satisfied
following our initial public offering. Because thiguidity event condition was not met until ourtial public offering, prior to the fourth quarter
of 2011, we had not recorded any expense reladimgit ZSUs. In the first quarter of 2012, we redrgd $93.7 million of stock-based expense
related to ZSUs.
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Results of Operations
The following table sets forth our results of opienas for the periods presented as a percentagevehue for those periods.

For The Three Months Ended

March 31,

2012 2011
Consolidated Statements of Operations Date
Revenue 10C% 10C%
Costs and expense
Cost of revenu 28 28
Research and developmt 58 30
Sales and marketir 18 17
General and administrati\ 23 11
Total costs and expens 127 86
Income (loss) from operatiol (27) 14
Interest incomt — —
Other income (expense), r — —
Income (loss) before income tax (27) 14
(Provision for) / benefit from income tax — (8
Net income (loss (279% 6%

Revenue

Three Months Ended March 31,
2012 2011 % Change
(dollars in thousands)

Revenue by type

Online game $ 292,78 $ 229,89t 27%
Advertising 28,19: 12,99: 117%
Total $ 320,97. $ 242,89 32%

Total revenue increased $78.1 million in the fipsarter of 2012, as a result of growth in bothmmalijame and advertising revenue.
Bookings increased by $42.6 million in the firstgier of 2012. ABPU increased from $0.051 to $0,068ecting improved overall
monetization of our players, while average DAUsé@ased from 62 million to 65 million.

Online game revenue increased $62.9 million infilsé quarter of 2012CityVille , FarmVille andCastleVilleaccounted for $28.5
million, $24.2 million and $18.1 million of the irease, respectivelfrarmVille was launched in June 2009, and the increase imuevesflects
an increase in bookings due to the release of mexent, as well as the recognition of revenue @erfvom deferred revenue built up over a
longer period of time. The increase in revenue fitgVille andCastleVillewas the result of the launch of these games in Mbee 2010 and
November 2011, respectively. The growth in onliaeng revenue was offset by a decrease of $26.mflomMafia Wars. All other games
accounted for the remaining net increase of $18lGm

International revenue as a percentage of totalnevaccounted for 39% and 34% in the three momttiedeMarch 31, 2012 and 2011,
respectively.
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In the three months ended March 31, 2@H&mVille, CityVille , Zynga PokeandFrontierVille were our top revenue-generating games
and comprised 29%, 17%, 16% and 10%, respectivélyur online game revenue. In the three monthee@mdiarch 31, 201FarmVille,
Zynga PokeandMafia Warswere our top revenue-generating games and comig¥d 19% and 18%, respectively, of online gamenee.
No other game generated more than 10% of onlineeganenue during either of these quarterly peri

Consumable virtual goods accounted for 29% and 86éfiline game revenue in the three months endedhvial, 2012 and 2011,
respectively. Revenue from consumable virtual gaad®unted for 9% of the increase in online garaerree in the first quarter of 2012.

Durable virtual goods accounted for 71% and 65%nthe game revenue in the three months ended MatrcB012 and 2011,
respectively. Revenue from durable virtual goodsaated for 91% of the increase in online gamemagén the first quarter of 2012. The
estimated weighted-average life of durable virgmdds was 13 months for the first quarter of 20drdgared to 17 months for the first quarter
of 2011. In addition, changes in our estimated ayelife of durable virtual goods during the figstarter of 2012 for various games resulted in
an increase in revenue of $10 million, which issult of adjusting the remaining recognition pdrof deferred revenue generated in prior
periods at the time of the change in estimate.

Advertising revenue increased $15.2 million in fingt quarter of 2012, due to a $9.3 million incgean revenue from in-game offers,
sponsorships, engagement ads and other in-gamaydegs, and a $5.9 million increase in revenumflicensing and other advertising
activity.
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Cost of revenue

Three Months Ended March 31,

2012 2011 % Change
(dollars in thousands)
Cost of revenu $ 90,12: $ 67,66: 33%

Cost of revenue increased $22.5 million in thet fixsarter of 2012. The increase was primarily ladiidble to an increase in third-party
payment processing fees of $8.8 million, an inazezs$7.0 million in depreciation and amortizatiefated to new fixed assets to support our
network infrastructure and acquired intangiblesiranease of $3.6 million in consulting costs prityarelated to third-party customer support
required as a result of higher player activity andncrease of $6.3 million in stock-based expenamly due to expense recognized for ZSUs,
as prior to our December 2011 initial public offgyj these expenses had not been recorded. Thesasas in costs of revenue were partially
offset by a decrease of $2.8 million in maintenazice hosting costs in the first quarter of 2012.

Research and development

Three Months Ended March 31,

2012 2011 % Change
(dollars in thousands)
Research and developm: $ 186,87t $ 71,76( 16(%

Research and development expenses increased $illtoh in the first quarter of 2012. The increasas primarily attributable to a
$69.6 million increase in stock-based expensesylgndue to the expense recognized for ZSUs, areaser of $34.7 million in headcount-
related expenses, an increase of $6.5 milliondilifies and other overhead support costs and eease of $3.5 million in consulting costs.

Sales and marketing

Three Months Ended March 31,

2012 2011 % Change
(dollars in thousands)
Sales and marketir $ 56,83 $ 40,15¢ 42%

Sales and marketing expenses increased $16.7 miflithe first quarter of 2012. The increase wasarily attributable to a $10.5
million increase in stock-based expenses, maing/tdithe expense recognized for ZSUs, a $3.6 milliorease in player acquisition costs and
an increase in headcount-related expenses of $2i&m
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General and administrative

Three Months Ended March 31,

2012 2011 % Change
(dollars in thousands)
General and administrati $ 72,71t $ 27,11 16€%

General and administrative expenses increased $4ilién in the first quarter of 2012. The increasas primarily attributable to an
increase of $33.8 million in stock-based expensduding the expense recognized for ZSUs as wefllds1 million in stock-based expense
recognized for one million shares of Class A comrstmtk that we donated to Zynga.org, which is aaffilimted third party. The increase in
general and administrative expenses was also da&700 million increase in headcount-related expsna $4.3 million increase in
depreciation expense and a $2.8 million increas®mnsulting expense, which was offset by a decref$6.0 million in facilities and other
overhead and office costs.

(Provision for) / benefit from income taxes

Three Months Ended March 31,

2012 2011 % Change
(dollars in thousands)
(Provision for) / benefit from income tax $ 78 $ (19,22¢) NM

The provision for income taxes decreased by $191®min the first quarter of 2012. This decreasgas attributable to the decrease in
pre-tax income of $121.4 million in the first quarof 2012, which was primarily driven by stock-ed®xpense. The income tax expense for
the three months ended March 31, 2011 was impdgtemdn-deductible stock-based expense and the abstgplementing our international
structure.

For the foreseeable future, our effective tax véitebe impacted by additional tax expense assediatith the implementation of our
international tax structure and the deductibilifystockbased expense. As the implementation of our intiermal tax structure is completed,
anticipate that our effective tax rate will be lovtlean the U.S. statutory rate.

Liquidity and Capital Resources

Three Months Ended March 31,
2012 2011
(in thousands)

Consolidated Statements of Cash Flows Dat:

Acquisition of property and equipme $ (34,999 $ (50,229
Depreciation and amortizatic 29,39¢ 17,84%
Cash flows provided by operating activit $ 78,811 $ 103,65
Cash flows used in investing activiti (1,277,15) (55,539
Cash flows provided by financing activiti (22,969) 225,24¢

As of March 31, 2012, we had cash, cash equivalemsmarketable securities of approximately $1ll%hj which consisted of cash,
money market funds, U.S. government debt secuatielscorporate debt securities. Additionally, wd B260 million of restricted cash, $229
million of which was held in escrow pursuant to teems of an agreement to purchase our corporatéguarters. For the full year ended
December 31, 2012, we expect to make capital expuead of up to $410 million, which includes therghiase and build out of our corporate
headquarters as well as additional investmentgiwark infrastructure to support our expected ghoard to continue to improve the player
experience. We believe that our existing cash, easiivalents and marketable securities, togethttr eéish generated from operations, will be
sufficient to fund our operations and capital exgiemes for at least the next 12 months.
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Operating Activities

Operating activities provided $78.8 million of cafiliring the three months ended March 31, 2012, giiyndriven by our net loss of
$85.4 million, adjusted to exclude non-cash iteBignificant non-cash items included stock-basedpsgp of $133.9 million and depreciation
and amortization of $29.4 million. Stotdased expense was composed primarily of employé&katd stock option expense and increased
the three months ended March 31, 2011 due to ergangrred related to ZSUs; as the first quarte2@ifl contained no ZSU expense because
at that time the liquidity event-based vestingesié#t had not occurred. Depreciation and amortindticreased from the three months ended
March 31, 2011 as a result of our continued investnm property and equipment and business acmunsit

Investing Activities

Investing activities resulted in a cash outflow$af3 billion during the three months ended March28112. The primary uses of cash
associated with investing activities were $964.Mioni for the purchase of marketable securitiesyascontinued to invest the proceeds
received from our initial public offering; $229 rinn of escrow payments made in connection withagneement to purchase our corporate
headquarters; and $182.2 million, net of cash aedufor the acquisition of 100% of the outstandingimon stock of OMGPOP, Inc. Capital
expenditures were $35.0 million for the quarterwascontinued to invest in our data centers andrdtardware and software to support our
growth. These uses of cash were partially offsetieysale and maturity of $132.9 million of marld¢asecurities.

Financing Activities

For the three months ended March 31, 2012, oundimg activities consisted of tax payments madepimection with the vesting of
stock awards and cash received from the exercisenpfoyee stock options. In the three months eMigadh 31, 2011, we issued 34.9 million
shares of Series C preferred stock for net procee#i485.3 million. In addition, we repurchased728illion shares of our outstanding capital
stock for a total purchase price of $261.3 millthiring the three months ended March 31, 2011.

Credit Facility

In July 2011, we executed a revolving credit agreetmvith certain lenders to borrow up to $1.0 billin revolving loans. The interest
rate for the credit facility is determined basedadiormula using certain market rates. As of Ma&h2012, we had not drawn down any
amounts on the credit facility.

Off-Balance Sheet Arrangements
We did not have any off-balance sheet arrangemetiei first quarter of 2012 or in any prior periods
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Lease Obligations

We have entered into operating leases for fadliiiecluding data center space. In 2010, we exdcteoperating lease agreement for
267,000 square feet of office space for our headersain San Francisco, California, which we expthtb 407,000 square feet in 2011. The
lease term was seven years from the defined comamneertt date. In March 2012, we entered into an aggaeto purchase our corporate
headquarters building in San Francisco, Califofoigh233.7 million from 650 Townsend Associates LIB&cause the building purchase was
not executed until April 2012, the minimum leasenoaitments for our corporate headquarters buildirgicluded in the table below. Future
minimum lease payments that have initial or renmgjmon-cancelable lease terms as of March 31, 20&23s follows (in thousands).

Year ending December 3

2012 $ 24,44¢
2013 37,39¢
2014 40,11¢
2015 38,781
2016 and thereafte 110,09:

$250,83:

Included in the table above are $2.2 million, $ittion, $10.2 million and $10.6 million and $26Million of lease payments associated with
the lease of our corporate headquarters buildirigaryears ending December 31, 2012, 2013, 2015 280d 2016 and thereafter, respectively.
These lease commitments were cancelled in ApriR2fier the building purchase agreement was exécute

We do not have any debt or material capital leddigations, and all of our property, equipment aoftware has been purchased with cash.

Critical Accounting Policies and Estimates

The preparation of financial statements in confoymiith GAAP requires management to make estimatesassumptions that affect the
reported amounts in our consolidated financiakst&nts and related notes. Our significant accogmtdicies are described in Note 1 to our
consolidated financial statements included in oerjusly filed Annual Report on Form 10-K. We hagtentified below our critical
accounting policies and estimates that we beliegeire the greatest amount of judgment. These attsrand judgments have a significant
impact on our consolidated financial statementsu&lcresults could differ materially from thoseiesttes. The accounting policies that reflect
our more significant estimates and judgments aathvie believe are the most critical to fully undeansl and evaluate our reported financial
results include the following:

* Revenue Recognitic

* Income Taxe:

* Business Combinatior
» Stock-Based Expens

During the first quarter of 2012, there were na#igant changes to our critical accounting pokcand estimates. Please refer to
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations” containedant B, Item 7 of our Annual Report on
Form 10-K for our fiscal year ended December 31,12fdr a more complete discussion of our criticaaunting policies and estimates.
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Recent Accounting Pronouncements

For information with respect to recent accountingnouncements and the impact of these pronouncementur consolidated financial
statements, see Note 1 — “Overview and Summarygoiiffant Accounting Policies” in the notes to tbensolidated financial statements
included elsewhere in this Quarterly Report on FaG¥Q.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABO UT MARKET RISK

During the first quarter of 2012, there were noemat changes to our quantitative and qualitatiseldsures about market risk. Please
refer to Part II, Item 7A. “Quantitative and Quative Disclosure About Market Risk” included in cdmnual Report on Form 10-K for our
fiscal year ended December 31, 2011 for a more tetmgiscussion on the market risks we encounter.

ITEM 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our cleedécutive officer and chief financial officer, évated the effectiveness of our
disclosure controls and procedures as of the ettiegberiod covered by this Quarterly Report. Térent“disclosure controls and procedures,”
as defined in Rules 13a-15(e) and 15d-15(e) urseEkchange Act, means controls and other procedir@ company that are designed to
ensure that information required to be disclosed lopmpany in the reports that it files or submaitder the Exchange Act is recorded,
processed, summarized and reported, within the pieneds specified in the Securities and Exchangmmission (the “SEC”) rules and forms.
Disclosure controls and procedures include, withiouitation, controls and procedures designed tsuesthat information required to be
disclosed by a company in the reports that it fdlesubmits under the Exchange Act is accumulatedcammunicated to the company’s
management, including its principal executive aridgipal financial officers, as appropriate to alltimely decisions regarding required
disclosure. Based on the evaluation of our disesontrols and procedures as of March 31, 2012¢cloief executive officer and chief
financial officer concluded that, as of such data, disclosure controls and procedures were effect the reasonable assurance level.

Changes in Internal Control over Financial Reporting

There were no changes in our internal control dwancial reporting identified in management’s exslon pursuant to Rules 13a-15(d)
or 15d-15(d) of the Exchange Act during the quastedted March 31, 2012 that materially affectedrerreasonably likely to materially affect,
our internal control over financial reporting.

Limitations on Effectiveness of Controls and Procedres

In designing and evaluating the disclosure contaal$ procedures, management recognizes that atwlsoand procedures, no matter
how well designed and operated, can provide ordgarable assurance of achieving the desired catijettives. In addition, the design of
disclosure controls and procedures must reflecfatiethat there are resource constraints anchthatgement is required to apply judgment in
evaluating the benefits of possible controls aratedures relative to their costs.

PART II. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

For a description of our material legal proceedirsge Note 11 —“Commitments and ContingencieshNotes to the consolidated
financial statements included elsewhere in thisr@ulg Report on Form 10-Q.
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ITEM 1A. RISK FACTORS

We have identified the following risks and uncettiess that may have a material adverse effect arbasiness, financial condition or
results of operations. The risks described belogvrast the only ones we face. Additional risks mesently known to us or that we currently
believe are not material may also significantly airpur business operations. Our business coultidrened by any of these risks. The trading
price of our common stock could decline due to@frthese risks, and you may lose all or part ofryinuestment. In assessing these risks,
should also refer to the other information containe this Quarterly Report on Form 10-Q, includiogr condensed consolidated financial
statements and related notes.

We have marked with an asterisk (*) those risksidesd below that reflect substantive changes fronadditions to, the risks described
in our Annual Report on Form 10-K for the year eshdl®cember 31, 2011.

Risks Related to Our Business and Industry
If we are unable to maintain a good relationship tiviFacebook, our business will suffer.

Facebook is the primary distribution, marketingyrpotion and payment platform for our games. We gresubstantially all of our
revenue and players through the Facebook platfowireapect to continue to do so for the foreseekitlee. Any deterioration in our
relationship with Facebook would harm our busireess adversely affect the value of our Class A comstock.

We are subject to Facebook’s standard terms arditamrs for application developers, which govera gromotion, distribution and
operation of games and other applications on tlelb@ok platform. We have entered into an addendutimetse terms and conditions pursuant
to which we have agreed to use Facebook Creditgldemk’s proprietary payment method, as the primaggns of payment within our games
played through Facebook. This addendum expireséap 2015.

Our business would be harmed if:
» Facebook discontinues or limits access to its platfby us and other game develop
» Facebook terminates or does not renew our adder

» Facebook modifies its terms of service or otheigms, including fees charged to, or other restict on, us or other application
developers, or Facebook changes how the persdoatiation of its users is made available to apgilicadevelopers on the
Facebook platform or shared by usi

» Facebook establishes more favorable relationshiibsome or more of our competitors;
» Facebook develops its own competitive offerir

We have benefited from Facebook’s strong brandgeition and large user base. If Facebook losendtket position or otherwise falls
out of favor with Internet users, we would needtientify alternative channels for marketing, proingtand distributing our games, which
would consume substantial resources and may nefféetive. In addition, Facebook has broad disoreto change its terms of service and
other policies with respect to us and other dewaiepand those changes may be unfavorable to ugxBmple, in 2010 Facebook adopted a
policy requiring applications on Facebook to acaepy its virtual currency, Facebook Credits, agrpant from users. As a result of this
change, which we completed in April 2011, Facebmmeives a greater share of payments made by ayensl than it did when other payment
options were allowed. Facebook may also chandeétstructure, add fees associated with accestitase of the Facebook platform, change
how the personal information of its users is magslable to application developers on the Facelmlaorm or restrict how Facebook users
can share information with friends on their platioBeginning in early 2010, Facebook changed ities for application developers
regarding use of its communication channels. Tlcesages limited the level of communication amorgrsigbout applications on the
Facebook platform. As a result, the number of daygrs on Facebook declined. Our agreement witlelb@ak allows our users to use Zynga-
branded game cards for the redemption of FaceboeditS and allows us to continue to distribute gaime cards for a limited time. We are
working with Facebook to transition retailers fromr gift card program to Facebook’s gift cards. &tpect this transition to occur over time
and to be completed in the fourth quarter of 2@ future bookings and revenue may be negativepacted during this transition period ¢
upon the expiration of our game card program. Amshschanges in the future could significantly altew players experience our games or
interact within our games, which may harm our besin
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We operate in a new and rapidly changing industwyhich makes it difficult to evaluate our business@ prospects.

Social games, from which we derive substantiallpgbur revenue, is a new and rapidly evolvingustly. The growth of the social ga
industry and the level of demand and market acoeptaf our games are subject to a high degreeadrtainty. Our future operating results
will depend on numerous factors affecting the dagdane industry, many of which are beyond our aadnincluding:

» continued worldwide growth in the adoption and asEacebook and other social networ

» changes in consumer demographics and public tastépreference:

» the availability and popularity of other forms aftertainment

» the worldwide growth of personal computer, broadgbbternet and mobile device users, and the ratéagfsuch growth; ar
» general economic conditions, particularly econoaainditions adversely affecting discretionary consuspending

Our ability to plan for game development, distribotand promotional activities will be significaythffected by our ability to anticipate
and adapt to relatively rapid changes in the testespreferences of our current and potential ptaydew and different types of entertainment
may increase in popularity at the expense of sgaaies. A decline in the popularity of social gammegeneral, or our games in particular
would harm our business and prospects.

We have a new business model and a short operatiisgpry, which makes it difficult to evaluate ourpspects and future financial results
and may increase the risk that we will not be sussfeil.

We began operations in April 2007, and we havecat siperating history and a new business modelchvimakes it difficult to effective
assess our future prospects. Our business moblasesl on offering games that are free to play.dfe,dnly a small portion of our players pay
for virtual goods. You should consider our busiresd prospects in light of the various challengedace, including the ones discussed in
these “Risk Factors.”

We rely on a small portion of our total players foearly all of our revenue.*

Compared to all players who play our games in amjod, only a small portion are paying players. iBgithe three months ended
March 31, 2012, we had approximately 3.5 million RRJ(excluding payers who use certain payment metfavdvhich unique payer data is
not available). We lose players in the ordinaryreewof business. In order to sustain our revernuedewe must attract, retain and increase the
number of players or more effectively monetize players. To retain players, we must devote sigaificesources so that the games they play
retain their interest and attract them to our otfames. If we fail to grow or sustain the numbeowf players, or if the rates at which we attract
and retain players declines or if the average amounplayers pay declines, our business may raw gnd our financial results will suffer.

Our growth prospects may suffer if the Zynga Platfo is unsuccessful.*

We launched the Zynga Platform in March 2012. Quilitg to increase our player base and revenuedepend, in part, on the succes!
operation of the Zynga Platform. If the Zynga Riatf fails to engage players, interest third-pagyng developers or attract advertisers, we
may fail to generate sufficient revenue, operatiraygin or other value to justify our investmenthie development and operation of the Zynga
Platform. We have very limited experience launchmgd-party developed games on the Zynga Platf@ma, supporting games developed by
third parties. We may encounter technical and djmral challenges operating a platform. In additialthough the Zynga Platform is integrs
with Facebook and uses Facebook Credits as thepagiypent method for purchasing virtual goods, aunth and promotion of the Zynga
Platform could harm our relationship with Facebdbkve are not successful with the overall monegimaof the Zynga Platform, we may not
be able to maintain or grow our revenue as antiegpband our financial results could be adversdigcaéd.

We expect our bookings and revenue growth rate églthe over time and anticipate operating margingyndecline in the future.

From 2010 to 2011, our revenue grew from $597.5ionito $1.14 billion, which represents an annualgh rate of approximately 91%.
We expect that as our bookings and revenue inctbasgrowth rate in bookings and revenue will dezlover time. We believe our operating
margin will also experience downward pressure @&salt of increasing competition and the needrioréased operating expenditures for many
aspects of our business in addition to increasmekdtased expense associated with vested reststdeld units, or ZSUs, which we had not
recognized prior to the initial public offering. Vééso expect to continue to expend substantiah@iiz and other resources on game
development, international expansion and our nétwidrastructure.
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A small number of games have generated a majoritpor revenue, and we must continue to launch anthance games that attract ar
retain a significant number of players in order fgrow our revenue and sustain our competitive pamsiti

Historically we have depended on a small numbeyapfies for a majority of our revenue and we exgettthis dependency will contin
for the foreseeable future. Our growth dependswrability to consistently launch new games th&tiewee significant popularity. Each of our
games requires significant engineering, marketimdy@her resources to develop, launch and susiairegular upgrades and expansions, and
such costs on average have increased. Our ahlilgydcessfully launch, sustain and expand gameattiadt and retain players largely will
depend on our ability to:

» anticipate and effectively respond to changing gatager interests and preferenc

* anticipate or respond to changes in the competitindscape

e attract, retain and motivate talented game desigpeoduct managers and engine

» develop, sustain and expand games that are fuanesting and compelling to pla

» effectively market new games and enhancementsrte)asting players and new playe
* minimize launch delays and cost overruns on newegaamd game expansiol

* minimize downtime and other technical difficultiesid

» acquire high quality assets, personnel and comp:

It is difficult to consistently anticipate playeemhand on a large scale, particularly as we devgdmpes in new genres or new markets,
including international markets and mobile platferif we do not successfully launch games thaaetttand retain a significant number of
players and extend the life of our existing ganoes,market share, reputation and financial reswilibe harmed.

If our top games do not maintain their popularitpur results of operations could be harme

In addition to creating new games that are attradty a significant number of players, we must edtthe life of our existing games, in
particular our most successful games. For a gamentain popular, we must constantly enhance, expanggrade the game with new featt
that players find attractive. Such constant enhaece requires the investment of significant resesyparticularly with older games, and such
costs on average have increased. We may not becaslecessfully enhance, expand or upgrade overugames. Any reduction in the
number of players of our most popular games, acyedese in the popularity of our games or socialggmm general, any breach of game-
related security or prolonged server interrupteomy loss of rights to any intellectual property arging such games, or any other adverse
developments relating to our most popular gamedddearm our results of operations.

Any failure or significant interruption in our netvork could impact our operations and harm our busisge*

Our technology infrastructure is critical to thefpemance of our games and to player satisfactiur.games run on a complex
distributed system, or what is commonly known asidlcomputing. We own, operate and maintain thmamy elements of this system, but
some elements of this system are operated by phiries that we do not control and which would ieggignificant time to replace. We have
experienced, and may in the future experience, ieebisruptions, outages and other performancelenob due to a variety of factors,
including infrastructure changes, human or softvearers and capacity constraints. For exampleppezation of a few of our significant
games, includingrarmVille andCityVille , was interrupted for several hours in April 201 do a network outage. If a particular game is
unavailable when players attempt to access it vigation through a game is slower than they exgagayers may stop playing the game and
may be less likely to return to the game as offeat, all. A failure or significant interruption inur game service would harm our reputation and
operations. We expect to continue to make signifit@vestments in our technology infrastructuren@intain and improve all aspects of player
experience and game performance. To the extenothratisaster recovery systems are not adequateg dio not effectively address capacity
constraints, upgrade our systems as needed andwalit develop our technology and network architee to accommodate increasing traffic,
our business and operating results may suffer. Bvieod maintain insurance policies covering lossésting to our systems and we do not have
business interruption insurance.
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Security breaches, computer viruses and computeckiag attacks could harm our business and resulfsoperations.

Security breaches, computer malware and computdirattacks have become more prevalent in ourstryg, have occurred on our
systems in the past and may occur on our systethe ifuture. Any security breach caused by hackirgch involves efforts to gain
unauthorized access to information or systems) oatise intentional malfunctions or loss or coliupbf data, software, hardware or other
computer equipment, and the inadvertent transnrissi@omputer viruses could harm our businessnfifed condition and operating results.
We have experienced and will continue to experidrazzking attacks. Because of our prominence irstiogal game industry, we believe we
a particularly attractive target for hackers. Thioitgs difficult to determine what harm may dirgatesult from any specific interruption or
breach, any failure to maintain performance, rdiigbsecurity and availability of our network ir#structure to the satisfaction of our players
may harm our reputation and our ability to retaiiseng players and attract new players.

If we fail to effectively manage our growth, our siness and operating results could be harm

We continue to experience rapid growth in our headt and operations, which will continue to plagggicant demands on our
management and our operational, financial and ®@olgical infrastructure. As of March 31, 2012, appmately 52% of our employees had
been with us for less than one year and approxign8iéo for less than two years. As we continuertmag we must expend significant
resources to identify, hire, integrate, develop madivate a large number of qualified employeesvéffail to effectively manage our hiring
needs and successfully integrate our new hiresalbility to continue launching new games and enbanisting games could suffer.

To effectively manage the growth of our business gperations, we will need to continue spendingifitant resources to improve our
technology infrastructure, our operational, finahe@nd management controls, and our reporting sysgnd procedures by, among other thi
* monitoring and updating our technology infrastruetto maintain high performance and minimize doinret

» enhancing information and communication systementure that our employees and offices around thielvace well-coordinated
and can effectively communicate with each ot

» enhancing our internal controls to ensure timely accurate reporting of all of our operations;
» appropriately documenting our information technglsgstems and our business proces
These enhancements and improvements will requgrefiiant capital expenditures and allocation dfradle management and employee
resources. If we fail to implement these enhancésnamd improvements effectively, our ability to raga our expected growth and comply

with the rules and regulations that are applicableublic reporting companies will be impaired alddition, if our operating costs are higher
than we expect or if we do not maintain adequatgrobof our costs and expenses, our operatindtsesill suffer.

Our growth prospects will suffer if we are unable tontinue to develop successful games for mobiffprms or successfully monetize
mobile games we develop or acquire.*

Developing games for mobile platforms is an importaomponent of our strategy. We have devoted vandxpect to continue to devote,
substantial resources to the development of additimobile games, and we cannot guarantee thatilveontinue to develop games that
appeal to our players or advertisers. In additremmay encounter difficulty in integrating featutgsgames developed for mobile platforms
that a sufficient number of players will pay foratherwise sufficiently monetize mobile games. @wbile games currently monetize at a
lower rate than our web-based games and we mayensticcessful in our efforts to increase our maagtn from mobile games. If we are

unable to implement successful monetization straseigpr our mobile games, our ability to grow reverand our financial performance will be
negatively affected.

Our ability to successfully develop games for melplatforms will depend on our ability to:
» anticipate and effectively respond to the changnulpile landscape and the interests of players duilmplatforms;

e attract, retain and motivate talented game desigpeoduct managers and engineers who have experikaveloping games for
mobile platforms

» expand on our current mobile gam

« effectively market new mobile games to our existivef-based players and players of our current mobileegs
* minimize launch delays and cost overruns on theldgment of new games; a

» acquire and successfully integrate high quality heafpame assets, personnel or compal

These and other uncertainties make it difficukknow whether we will succeed in continuing to deypesuccessful mobile games. If we
do not succeed in doing so, our growth prospeaisoan business will suffer.
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Our core values of focusing on our players first dmcting for the long term may conflict with the shi-term interests of our business.

One of our core values is to focus on surprising) @lighting our players, which we believe is esiséto our success and serves the |
long-term interests of Zynga and our stakeholdEngsrefore, we have made in the past and we may imake future, significant investments
or changes in strategy that we think will benetit players, even if our decision negatively impais operating results in the short term. For
example, in late 2009 and in 2010 we reduced inegadvertising offers in order to improve playeresgnce. This decrease in in-game offers
led to a reduction of advertising revenue in 204@@mpared to 2009. Our decisions may not restltériong-term benefits that we expect, in
which case the success of our games, businessp@natiog results could be harmed.

If we lose the services of our founder and Chief &butive Officer or other members of our senior magement team, we may not be able
execute our business strategy.

Our success depends in a large part upon the cetiservice of our senior management team. Inqodeti, our founder and Chief
Executive Officer, Mark Pincus, is critical to ouision, strategic direction, culture, products aachnology. We do not maintain key-man
insurance for Mr. Pincus or any other member ofsamior management team. The loss of our found&iCluef Executive Officer, even
temporarily, or any other member of senior managgmeuld harm our business.

If we are unable to attract and retain highly quéiéd employees, we may not be able to grow effefti

Our ability to compete and grow depends in large @athe efforts and talents of our employeeshSamployees, particularly game
designers, product managers and engineers, arghilbmand, and we devote significant resourcédetatifying, hiring, training, successfully
integrating and retaining these employees. We haterically hired a number of key personnel thioagquisitions, and as competition with
several other game companies increases, we magysigguficant expenses in continuing this practitiee loss of employees or the inability to
hire additional skilled employees as necessarydcmdult in significant disruptions to our businessd the integration of replacement
personnel could be time-consuming and expensiveanse additional disruptions to our business.

We believe that two critical components of our ®sscand our ability to retain our best people arecalture and our competitive
compensation practices. As we continue to growdig@ind develop the infrastructure of a public camy we may find it difficult to maintain
our entrepreneurial, execution-focused cultureaddition, many of our employees may be able toivecsignificant proceeds from sales of our
equity in the public markets, which may reducerthstivation to continue to work for us. Moreovtrere may also be disparities of wealth
between those of our employees whom we hired poiour initial public offering in December 2011 atfbse who joined us after we becan
public company, which may harm our culture andtiefes among employees.

An increasing number of individuals are utilizingelices other than personal computers to accesdtiternet, and versions of our game
developed for these devices might not gain wideagradoption, or may not function as intended.

The number of individuals who access the Intermetugh devices other than a personal computer, asismartphones, tablets,
televisions and set-top box devices, has incredsadatically, and we believe this trend is likedycontinue. The generally lower processing
speed, power, functionality and memory associati¢idl tivese devices make playing our games through davices more difficult; and the
versions of our games developed for these deviegsrmat be compelling to players. In addition, edelice manufacturer or platform provider
may establish unique or restrictive terms and d@ i for developers on such devices or platfolans, our games may not work well or be
viewable on these devices as a result. To expantuginess, we will need to continue to supportaimer of alternative devices and
technologies. Once developed, we may choose taopadnvert a game into separate versions forradtere devices with different
technological requirements. As new devices and mebile platforms or updates to platforms are carglly being released, we may encounter
problems in developing versions of our games ferars these alternative devices and we may neeeMvimtel significant resources to the
creation, support, and maintenance of such deacdgplatforms. If we are unable to successfullyaexpthe platforms and devices on which
our games are available, or if the versions ofgames that we create for alternative platformsdeuices are not compelling to our players,
our business will suffer.

Expansion into international markets is importanbf our growth, and as we expand internationally, wéll face additional business
political, regulatory, operational, financial and@nomic risks, any of which could increase our cestnd hinder such growtr

Continuing to expand our business to attract piRirecountries other than the United States istearelement of our business strategy.
An important part of targeting international maekist developing offerings that are localized anstamized for the players in those markets.
We have a limited operating history as a compartgide of the United States. We expect to contiougetvote
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significant resources to international expansionufjh acquisitions, the establishment of additiaffites and development studios, and
increasing our foreign language offerings. Ourigbib expand our business and to attract taleategdloyees and players in an increasing
number of international markets will require coms@ble management attention and resources andjecsto the particular challenges of
supporting a rapidly growing business in an enviment of multiple languages, cultures, customs,llegstems, alternative dispute systems,
regulatory systems and commercial infrastructués have experienced difficulties in the past angehaot been successful in all the countries
we have entered. Expanding our international fonag subject us to risks that we have not facedrbaibincrease risks that we currently fe
including risks associated with:

» recruiting and retaining talented and capable mamagt and employees in foreign countr
» challenges caused by distance, language and duliffexences
» developing and customizing games and other offerihgt appeal to the tastes and preferences oénsléy international market

» competition from local game makers with significamdrket share in those markets and with a bettdenstanding of playe
preferences

» protecting and enforcing our intellectual propeights;

* negotiating agreements with local distribution faleihs that are sufficiently economically benefidialus and protective of ol
rights;

« the inability to extend proprietary rights in ouahd, content or technology into new jurisdictic

* implementing alternative payment methods for virg@ods in a manner that complies with local lawd practices and protects
from fraud,;

» compliance with applicable foreign laws and regale, including privacy laws and laws relating tmtent;

« compliance with an-bribery laws including without limitation, compliae with the Foreign Corrupt Practices A
« credit risk and higher levels of payment fra

» currency exchange rate fluctuatio

» protectionist laws and business practices thatrfeogal businesses in some countr

» foreign tax consequence

» foreign exchange controls or U.S. tax restrictithreg might restrict or prevent us from repatriatingome earned in countri
outside the United State

» political, economic and social instabilit

» higher costs associated with doing business intiemelly;
e export or import regulations; at

» trade and tariff restriction:

Entering new international markets will be expeasiwur ability to successfully gain market accepgsin any particular market is
uncertain, and the distraction of our senior mansege team could harm our business.

Competition within the broader entertainment indugtis intense and our existing and potential plagemay be attracted to competing forms
of entertainment such as offline and traditional ¢ine games, television, movies and sports, as aglbther entertainment options on the
Internet.*

Our players face a vast array of entertainmentog®iOther forms of entertainment, such as offliraglitional online, personal computer
and console games, television, movies, sportspemgambling and the Internet, are much larger aoig well-established markets and may be
perceived by our players to offer greater variaffordability, interactivity and enjoyment. Thesher forms of entertainment compete for the
discretionary time and income of our players. Ifave unable to sustain sufficient interest in camgs in comparison to other forms of
entertainment, including new forms of entertainment business model may no longer be viable.
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There are low barriers to entry in the social garnmglustry, and competition is intense.*

The social game industry is highly competitive,hnitw barriers to entry, and we expect more comgmato enter the sector and a wider
range of social games to be introduced. Our corgustihat develop social games for social netwaeky in size and include publicly-traded
companies such as Electronic Arts Inc. and The Wialhey Company and privately held companies sgairawdstar, Inc., Vostu, Ltd.,
DeNA Co. Ltd., King.com and wooga GmbH. In additionline game developers and distributors who &émapily focused on specific
international markets, such as Tencent Holdingsiteithin Asia, and high-profile companies with sigrant online presences that to date have
not developed social games, such as Amazon.corepbak, Google Inc., and Microsoft Corporation, rdagide to develop social games.
Some of these current and potential competitorg ls@ynificant resources for developing or acquirdglitional games, may be able to
incorporate their own strong brands and assetdfigtio games, have a more diversified set of regesnurces than we do and may be less
severely affected by changes in consumer prefesenegulations or other developments that may injeconline social game industry. In
addition, we have limited experience in developjagnes for mobile and other platforms and our ahtititsucceed on those platforms is
uncertain. As we continue to devote significanbteses to developing games for those platformsyilidace significant competition from
established companies, including Electronic ArtREE International, Inc., DeNA, Gameloft SA, Glu Miednc., Disney and Rovio Mobile
Ltd. We expect new mobile-game competitors to etiemarket and existing competitors to allocateemmesources to develop and market
competing games and applications.

The value of our virtual goods is highly dependesmt how we manage the economies in our games. Iffaleto manage our game economi
properly, our business may suffe

Paying players purchase virtual goods in our gameesuse of the perceived value of these goods vidhibpendent on the relative ease
of securing an equivalent good via non-paid meattimthe game. The perceived value of these Vigoads can be impacted by an increase
in the availability of free or discounted Facebdixredits or by various actions that we take in tamgs including offering discounts for virtual
goods, giving away virtual goods in promotions mvyiding easier non-paid means to secure thesesgdiode fail to manage our virtual
economies properly, players may be less likelyuxpase virtual goods and our business may suffer.

Some of our players may make sales and/or purchaxfedrtual goods used in our games through unautimed third-party websites, which
may impede our revenue growth.

Some of our players may make sales and/or purcledges virtual goods, such &ynga Pokewirtual poker chips, through unauthorized
third-party sellers in exchange for real currenidyese unauthorized transactions are usually arcaogehird-party websites. We do not
generate any revenue from these transactions. Aioggy, these unauthorized purchases and salestfiothparty sellers could impede our
revenue and profit growth by, among other things:

» decreasing revenue from authorized transacti

» creating downward pressure on the prices we chaeyers for our virtual currency and virtual goo
e causing us to lose revenue from paying players stbp playing a particular gam

» increasing costs we incur to develop technologitadsures to curtail unauthorized transacti

» generating legal claims relating to the diminutafrvalue of our virtual goods; ar

* increasing customer support costs to respond tatiéfied players

To discourage unauthorized purchases and salag efrtual goods, we have stated in our terms ofise that the buying or selling of
virtual currency and virtual goods from unauthodizbkird-party sellers may result in bans from camgs and/or legal action. We have banned
players as a result of such activities. We have déveloped technological measures to help deteaithorized transactions. If we decide to
implement further restrictions on players’ abilitytransfer virtual goods, we may lose players,citdould harm our financial condition and
results of operations.

The proliferation of “cheating” programs and scamffers that seek to exploit our games and playerfeafs the game-playing experience
and may lead players to stop playing our games.

Unrelated third parties have developed, and mayirno® to develop, “cheating” programs that enaltde/grs to exploit our games, play
them in an automated way or obtain unfair advargayer other players who do play fairly. These progs harm the experience of players
who play fairly and may disrupt the virtual econoofyour games. In addition, unrelated third paréigempt to scam our players with fake
offers for virtual goods. We devote significantoesces to discover and disable these programsdcivitias, and if we are unable to do so
quickly our operations may be disrupted, our refiatadamaged and players may stop playing our gafiés may lead to lost revenue from
paying players, increased cost of developing teldyical measures to combat these programs andtagijegal claims relating to the
diminution in value of our virtual currency and gisp and increased customer service costs neededond to dissatisfied players.
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Our quarterly operating results are volatile andfficult to predict, and our stock price may declirnkewe fail to meet the expectations of
securities analysts or investors

Our bookings, revenue, traffic and operating resedtuld vary significantly from quarter-to-quaréerd year-toyear and may fail to mat
our past performance or the expectations of séesiénalysts or investors because of a varietaabfs, some of which are outside of our
control. Any of these events could cause the mamiee of our Class A common stock to fluctuatectBes that may contribute to the
variability of our operating results include thekrifactors listed in these “Risk Factors” and thetdrs discussed in the section titled
“Management’s Discussion and Analysis of Finan€@ahdition and Results of Operations—Factors Affeg®Our Performance.”

In particular, we recognize revenue from sale af\dadual goods in accordance with GAAP, which éaplex and based on our
assumptions and historical data with respect tes#he and use of various types of virtual goodshénevent that such assumptions are revised
based on new data or there are changes in theib@tmix of virtual goods sold due to new gameaoductions, reduced virtual good sales in
existing games or other factors or there are chaimgeur estimates of average playing periodsatheunt of revenue that we recognize in any
particular period may fluctuate significantly. Farther information regarding our revenue recogmitpolicy, see the section titled
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations—Ciritical Accting Policies—Revenue
Recognition.”

Given our short operating history and the rapidigleing social game industry, our historical opargtresults may not be useful in
predicting our future operating results. In additimetrics we have developed or those availabla fidrd parties regarding our industry and
the performance of our games, including DAUs, MAM&JUs, MUPs and ABPU may not be indicative of omahcial performance.

Failure to protect or enforce our intellectual praty rights or the costs involved in such enforcemeould harm our business and
operating results.

We regard the protection of our trade secrets, Ggpis, trademarks, trade dress, domain names t@ed product rights as critical to our
success. We strive to protect our intellectual proprights by relying on federal, state and comr@nrights, as well as contractual
restrictions. We enter into confidentiality andémiion assignment agreements with our employeesamigiactors and confidentiality
agreements with parties with whom we conduct bssirire order to limit access to, and disclosurews®lof, our proprietary information.
However, these contractual arrangements and tleg stbps we have taken to protect our intellegitgberty may not prevent the
misappropriation of our proprietary informationdeter independent development of similar techneogiy others.

We pursue the registration of our domain namedetrarks, and service marks in the United Statesraoekrtain locations outside the
United States. We are seeking to protect our tradlesn patents and domain names in an increasingp@uaf jurisdictions, a process that is
expensive and time-consuming and may not be suct@ssvhich we may not pursue in every locatione Wiay, over time, increase our
investment in protecting our innovations througtréased patent filings that are expensive and tiomsuming and may not result in issued
patents that can be effectively enforced. The Leammith America Invents Act (“the Leahy-Smith Actijas adopted in September 2011.

The Leahy-Smith Act includes a number of significelmanges to United States patent law, includimyigions that affect the way patent
applications will be prosecuted and may also aff@tént litigation. The United States Patent arati®@mark Office is currently developing
regulations and procedures to govern administraifdhe Leahy-Smith Act, and many of the substantianges to patent law associated with
the Leahy-Smith Act will not become effective untp to 18 months after its enactment. Accordinglis not clear what, if any, impact the
Leahy-Smith Act will have on the operation of ouslmess. However, the Leahy-Smith Act and its imqaetation could increase the
uncertainties and costs surrounding the prosecofi@ur patent applications and the enforcemenlefense of our issued patents, all of which
could harm our business.

Litigation may be necessary to enforce our intéllacproperty rights, protect our trade secretdatermine the validity and scope of
proprietary rights claimed by others. Any litigatiof this nature, regardless of outcome or meoiti/@ result in substantial costs, adverse
publicity or diversion of management and technieaburces, any of which could adversely affectbuginess and operating results. If we fail
to maintain, protect and enhance our intellectuaperty rights, our business and operating resoi#tg be harmed.

We are, and may in the future be, subject to inéelfual property disputes, which are costly to defeand could require us to pay significant
damages and could limit our ability to use certaiechnologies in the future.

From time to time, we have faced, and we expefdde in the future, allegations that we have ingfeid the trademarks, copyrights,
patents and other intellectual property rightshiritk parties, including our competitors, non-preictly entities and former employers of our
personnel. Patent and other intellectual propéigation may be protracted and expensive, anddhelts are difficult to predict. As the result
of any court judgment or settlement we may be alidig to cancel the launch of a new game, stopinffer game or certain features of a game,
pay royalties or significant settlement costs, hase licenses or modify our games and featuregewldldevelop substitutes.
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In addition, we use open source software in ourggand expect to continue to use open source sefiwghe future. From time to time,
we may face claims from companies that incorpavatn source software into their products, clainungership of, or demanding release of,
the source code, the open source software andfiwatiee works that were developed using such saféyor otherwise seeking to enforce the
terms of the applicable open source license. Thles®s could also result in litigation, requiretogurchase a costly license or require us to
devote additional research and development resptivcehange our games, any of which would havegatie effect on our business and
operating results.

Although we do not believe that the final outcomdtmation and claims that we currently face withve a material adverse effect on our
business, our expectations may not prove to becbrEven if these matters do not result in lifigaior are resolved in our favor or without
significant cash settlements, these matters, amtirtre and resources necessary to litigate orvesbem, could harm our business, operating
results, financial condition, reputation or the kedrprice of our Class A common stock.

Programming errors or flaws in our games could harour reputation or decrease market acceptance of games, which would harm ou
operating results.

Our games may contain errors, bugs, flaws or ceerigata, and these defects may only become apgdtentheir launch, particularly
as we launch new games and rapidly release newésato existing games under tight time constrais believe that if our players have a
negative experience with our games, they may leitedined to continue or resume playing our gapragcommend our games to other
potential players. Undetected programming errcame defects and data corruption can disrupt ouratipaes, adversely affect the game
experience of our players by allowing players tmgmfair advantage, harm our reputation, causeptayers to stop playing our games, divert
our resources and delay market acceptance of eegaany of which could result in legal liability is or harm our operating results.

Evolving regulations, industry standards and pramtis by platform providers concerning data privacyutd prevent us from providing ou
current games to our players, or require us to miydbur games, thereby harming our business.*

The regulatory framework for privacy issues worldevis currently in flux and is likely to remain f&o the foreseeable future. Practices
regarding the collection, use, storage, transmisaia security of personal information by companjgsrating over the Internet and on mobile
platforms have recently come under increased psbliatiny, and civil claims alleging liability fahe breach of data privacy have been ass
against us. The U.S. government, including the Fédeade Commission and the Department of Comméiae announced that it is reviewi
the need for greater regulation for the collecobimformation concerning consumer behavior onlttiernet, including regulation aimed at
restricting certain targeted advertising practitesddition, the European Union is in the proagfgsroposing reforms to its existing data
protection legal framework, which may result inraager compliance burden for companies with ugeEurope. Various government and
consumer agencies have also called for new regualatid changes in industry practices.

We began operations in 2007 and have grown rapitilyile our administrative systems have developedhg during our earlier history
our practices relating to intellectual propertytadprivacy and security, and legal compliance matyhave been as robust as they are now, and
there may be unasserted claims arising from thi®g@ehat we are not able to anticipate. In additiour business, including our ability to
operate and expand internationally, could be adWeedfected if laws or regulations are adoptetgnoreted, or implemented in a manner that
is inconsistent with our current business practargs that requires changes to these practicesletfign of our website, games, features or our
privacy policy. In particular, the success of ousiness has been, and we expect will continue tdrdesn by our ability to responsibly use the
data that our players share with us. Thereforepasmess could be harmed by any significant ch&mggplicable laws, regulations or indus
practices or the requirements of platform providegarding the use or disclosure of data our pkaghoose to share with us, or regarding the
manner in which the express or implied consenbasaomers for such use and disclosure is obtainggh &hanges may require us to modify
our games, features and advertising practicesjlgpss a material manner, and may limit our alilib use of the data that our players share
with us.

We process, store and use personal information attider data, which subjects us to governmental regfidn and other legal obligations
related to privacy, and our actual or perceivedltae to comply with such obligations could harm obusiness.

We receive, store and process personal informatiahother player data, and we enable our playeskdre their personal information
with each other and with third parties, includingtbe Internet and mobile platforms. There are momefederal, state and local laws around
the world regarding privacy and the storing, st@rirse, processing, disclosure and protection igfopel information and other player data on
the Internet and mobile platforms, the scope oftld@re changing, subject to differing interpretagioand may be inconsistent between
countries or conflict with other rules. We gengraibmply with industry standards and are subjethéterms of our own privacy policies and
privacy-related obligations to third parties (irditug voluntary third-party certification bodies suas TRUSTe). We strive to comply with all
applicable laws, policies, legal obligations andaie industry codes of conduct relating to privacy data protection, to the extent reasonably
attainable. However, it is possible that thesegallions may be interpreted and applied in a mativaris inconsistent from one jurisdiction to
another and may conflict with other rules or owagtices. Any failure or perceived failure by ustonply with our privacy policies, our
privacy-related obligations
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to players or other third parties, or our privaejated legal obligations, or any compromise of ggcthat results in the unauthorized release or
transfer of personally identifiable informationaher player data, may result in governmental exdorent actions, litigation or public
statements against us by consumer advocacy grougihers and could cause our players to lose itnuss, which could have an adverse effect
on our business. Additionally, if third parties werk with, such as players, vendors or developgotate applicable laws or our policies, such
violations may also put our players’ informatiorrigk and could in turn have an adverse effecturbaisiness.

In the area of information security and data pridd@¢ many states have passed laws requiring patiéin to players when there is a
security breach for personal data, such as the a6@hdment to California’s Information Practices,Ae requiring the adoption of minimum
information security standards that are often vigdefined and difficult to practically implemerithe costs of compliance with these laws
increase in the future as a result of changestérpretation. Furthermore, any failure on our paxtomply with these laws may subject us to
significant liabilities.

Our business is subject to a variety of other UaBd foreign laws, many of which are unsettled anidllsleveloping and which could subject
us to claims or otherwise harm our business.

We are subject to a variety of laws in the Unitéat&s and abroad, including laws regarding consuymmaection, intellectual property,
export and national security, that are continuoesiglving and developing. The scope and interptaif the laws that are or may be
applicable to us are often uncertain and may béictng, particularly laws outside the United Stat For example, laws relating to the liability
of providers of online services for activities bétr users and other third parties are currentigdpgested by a number of claims, including
actions based on invasion of privacy and othestamfair competition, copyright and trademarkimdement, and other theories based on the
nature and content of the materials searched,db@asted or the content provided by users. Iisiz likely that as our business grows and
evolves and our games are played in a greater nuofilceuntries, we will become subject to laws asgulations in additional jurisdictions.
We are potentially subject to a number of foreigd domestic laws and regulations that affect tiferioflg of certain types of content, such as
that which depicts violence, many of which are agabus, still evolving and could be interpreted iay that could harm our business or
expose us to liability. In addition, certain of @ames, includingynga Poker may become subject to gambling-related rulesragdlations
and expose us to civil and criminal penalties ifdeenot comply. It is difficult to predict how exiisg laws will be applied to our business and
the new laws to which we may become subject.

If we are not able to comply with these laws onlations or if we become liable under these lawsegulations, we could be directly
harmed, and we may be forced to implement new nmeaga reduce our exposure to this liability. Timay require us to expend substantial
resources or to modify our games, which would haumbusiness, financial condition and results afraions. In addition, the increased
attention focused upon liability issues as a resfllawsuits and legislative proposals could hatmreputation or otherwise impact the growth
of our business. Any costs incurred as a restthisfpotential liability could harm our businesslaperating results.

It is possible that a number of laws and regulatioray be adopted or construed to apply to us ittiieed States and elsewhere that
could restrict the online and mobile industries]uding player privacy, advertising, taxation, camtsuitability, copyright, distribution and
antitrust. Furthermore, the growth and developneéeiectronic commerce and virtual goods may proaafis for more stringent consumer
protection laws that may impose additional burdemgsompanies such as ours conducting businessgihttbe Internet and mobile devices. '
anticipate that scrutiny and regulation of our istty will increase and we will be required to dextegal and other resources to addressing
regulation. For example, existing laws or new laagarding the regulation of currency and bankirggifutions may be interpreted to cover
virtual currency or goods. If that were to occurmay be required to seek licenses, authorizatiompprovals from relevant regulators, the
granting of which may be dependent on us meetingicecapital and other requirements and we masugect to additional regulation and
oversight, all of which could significantly increaeur operating costs. Changes in current lawsgulations or the imposition of new laws and
regulations in the United States or elsewhere téggithese activities may lessen the growth ofedagame services and impair our business.

Companies and governmental agencies may restrictess to Facebook, our website or the Internet gedigy which could lead to the loss «
slower growth of our player bas

Our players need to access the Internet and iicpkat Facebook and our website to play our gaif@esipanies and governmental
agencies, could block access to Facebook, our teetasthe Internet generally for a number of reasarch as security or confidentiality
concerns or regulatory reasons, or they may adajuies that prohibit employees from accessing Baog, our website or other social
platforms. For example, the government of the Repfitepublic of China has blocked access to FadelmoGhina. If companies or
governmental entities block or limit access to faod or our website or otherwise adopt policiesrigting players from playing our games
business could be negatively impacted and coulditieshe loss or slower growth of our player base.
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Our business will suffer if we are unable to sucsédly integrate acquired companies into our busggor otherwise manage the growth
associated with multiple acquisitions.

We have acquired businesses, personnel and tegje®ia the past and we intend to continue to puemgquisitions that are
complementary to our existing business and expan@mployee base and the breadth of our offeri®gs.ability to grow through future
acquisitions will depend on the availability of tatile acquisition and investment candidates ataamable cost, our ability to compete
effectively to attract these candidates and théahility of financing to complete larger acquisitis. Since we expect the social game industry
to consolidate in the future, we may face significeompetition in executing our growth strategytufe acquisitions or investments could
result in potential dilutive issuances of equitgisities, use of significant cash balances or irenge of debt, contingent liabilities or
amortization expenses related to goodwill and oititangible assets, any of which could adverseigcafour financial condition and results of
operations. The benefits of an acquisition or itwmesnt may also take considerable time to develog vee cannot be certain that any particular
acquisition or investment will produce the intendbeshefits.

Integration of a new company’s operations, assadsparsonnel into ours will require significanteation from our management. The
diversion of our management’s attention away framhwsiness and any difficulties encountered initegration process could harm our
ability to manage our business. Future acquisitipiisalso expose us to potential risks, includigks associated with any acquired liabilities,
the integration of new operations, technologies gar@onnel, unforeseen or hidden liabilities ananticipated information security
vulnerabilities, the diversion of resources fronm existing businesses, sites and technologiesn#i®lity to generate sufficient revenue to
offset the costs and expenses of acquisitionspatehtial loss of, or harm to, our relationshiphwemployees, players, and other suppliers as ¢
result of integration of new businesses.

Failure in pursuing or executing new business indtiives could have a material adverse impact on business and future growth.*

Our growth strategy includes evaluating, considgend effectively executing new business initiajwehich can be difficult.
Management may not properly ascertain or assegsshtseof new initiatives, and subsequent eventg att@r the risks that were evaluated at
the time we decided to execute any new initiatis#gtering into any new initiatives can also divart management’s attention from other
business issues and opportunities. Failure to tfedg identify, pursue and execute new businegmtives, including online gambling as
discussed below, may adversely affect our reputabasiness, financial condition and results ofrapiens.

We have stated publicly that we are evaluatingoghyortunity of expanding our business to includénengambling. Although we may
not ultimately pursue this opportunity, we beliéwveould have risks that are different than thossoaiated with other new initiatives. In
particular, online gambling is subject to stringe@mplicated and rapidly changing licensing argutatory requirements, both federally and in
each state, as well as internationally. Reguladmgy legislative developments may prevent or sigaiftly limit our ability to enter into or
succeed in online gambling. Becoming familiar watid complying with these requirements will increasecosts and subject our business to
greater scrutiny by regulators in many differemigdictions. If our brand becomes associated witine gambling we may lose current play:
advertisers or partners or have difficulty attnagtnew players, advertisers or partners, whichccadiersely impact our business.

Fluctuations in foreign currency exchange rates Wiffect our financial results, which we report it).S. dollars.

As we continue to expand our international operetiove become more exposed to the effects of fitictus in currency exchange rates.
We incur expenses for employee compensation aret offerating expenses at our non-U.S. locatiotisdriocal currency, and an increasing
percentage of our international revenue is fronygriewho pay us in currencies other than the WoBard Fluctuations in the exchange rates
between the U.S. dollar and those other currerdakl result in the dollar equivalent of such exgembeing higher and/or the dollar equive
of such foreigndenominated revenue being lower than would be #élse & exchange rates were stable. This could aanegative impact on ¢
reported operating results.

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

The current administration has made public statésniedicating that it has made international téoma a priority, and key members of
the U.S. Congress have conducted hearings and ggdpe@w legislation. Recent changes to U.S. tag,lawluding limitations on the ability
taxpayers to claim and utilize foreign tax creditsl the deferral of certain tax deductions untiheeys outside of the United States are
repatriated to the United States, as well as clatm¥.S. tax laws that may be enacted in the éyttould impact the tax treatment of our
foreign earnings. Due to the large and expandiatgsaf our international business activities, ahgrges in the U.S. taxation of such activities
may increase our worldwide effective tax rate aadvhour financial position and results of operation
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A change in the application of the tax laws of vatis jurisdictions could result in an increase to oworldwide effective tax rate and
change in how we operate our business.

Our corporate structure and intercompany arrangesneiuding the manner in which we develop anel agr intellectual property and
the transfer pricing of our intercompany transawiaare intended to provide us worldwide tax edficies. The application of the tax laws of
various jurisdictions, including the United Statespur international business activities is subjednterpretation and depends on our ability to
operate our business in a manner consistent witlkaporate structure and intercompany arrangem&htstaxing authorities of the
jurisdictions in which we operate may challenge methodologies for valuing developed technologintercompany arrangements, includ
our transfer pricing, or determine that the mannevhich we operate our business is not consistéthtthe manner in which we report our
income to the jurisdictions, which could increase worldwide effective tax rate and harm our finahposition and results of operations.

Our facilities are located near known earthquakeut zones, and the occurrence of an earthquake ¢her natural disaster could cause
damage to our facilities and equipment, which coulglquire us to curtail or cease operations.

Our principal offices and network operations ceste located in the San Francisco Bay Area, anlarewn for earthquakes, and are
thus vulnerable to damage. We are also vulnerabdiatage from other types of disasters, includimggr loss, fire, explosions, floods,
communications failures, terrorist attacks and lsingvents. If any disaster were to occur, ouritgttib operate our business at our facilities
could be impaired.

We may require additional capital to meet our finaial obligations and support business growth, ardst capital might not be available on
acceptable terms or at all.

We intend to continue to make significant investtaga support our business growth and may requidéianal funds to respond to
business challenges, including the need to deved@pgames and features or enhance our existingggamgrove our operating infrastructure
or acquire complementary businesses, personnekahdologies. Accordingly, we may need to engagayinty or debt financings to secure
additional funds. If we raise additional funds thgh future issuances of equity or convertible delourities, our existing stockholders could
suffer significant dilution, and any new equity seties we issue could have rights, preferencespaivileges superior to those of holders of
Class A common stock. Any debt financing that weuse in the future could involve restrictive covetgrelating to our capital raising
activities and other financial and operational e&ttwhich may make it more difficult for us to aiot additional capital and to pursue business
opportunities, including potential acquisitions. Way not be able to obtain additional financingemms favorable to us, if at all. If we are
unable to obtain adequate financing or financingesms satisfactory to us when we require it, dilitg to continue to support our business
growth and to respond to business challenges dmukignificantly impaired, and our business maydened.

Risks Related to Our Class A Common Stock

The three class structure of our common stock hhs effect of concentrating voting control with thesstockholders who held our stock pr
to our initial public offering, including our founcer and Chief Executive Officer and our other exedut officers, employees and directors
and their affiliates; this limits our other stockHders’ ability to influence corporate matters.*

Our Class C common stock has 70 votes per shar€lass B common stock has seven votes per shdreuarClass A common stock
has one vote per share. Mark Pincus, our Chief ltkex Officer, beneficially owned approximately 8% of the total voting power of our
outstanding capital stock as of April 3, 2012,daling our secondary offering. As a result, Mr. Ristas significant influence over the
management and affairs of the company and contel matters requiring stockholder approval, inahgdihe election of directors and
significant corporate transactions, such as a mengether sale of our company or our assets. dtrieentrated voting control will limit the
ability of our stockholders to influence corporatatters and could adversely affect the market miceur Class A common stock.

Future transfers or sales by holders of Class Bnwomstock or Class C common stock will result iosi shares converting to Class A
common stock, which will have the effect, over tjrm&increasing the relative voting power of theseckholders who retain their existing
shares of Class B or Class C common stock. Iniadgias shares of Class B common stock are traesfer sold and converted to Class A
common stock, the sole holder of Class C commoekstdark Pincus, will have greater relative voticantrol to the extent he retains his
existing shares of Class C common stock, and asudtme could in the future control a majorityoof total voting power. Mr. Pincus is entit
to vote his shares in his own interests and magodo
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Certain provisions in our charter documents and uvedDelaware law could limit attempts by our stocktlers to replace or remove our
board of directors or current management and lintite market price of our Class A common stock.

Provisions in our certificate of incorporation amdaws may have the effect of delaying or preveptihanges in our board of directors or
management. Our certificate of incorporation anidg include provisions that:

» establish an advance notice procedure for stockhg@rbposals to be brought before an annual meetiolyding propose:
nominations of persons for election to our boardioéctors;

» prohibit cumulative voting in the election of ditecs; anc
» reflect three classes of common stock, as discleisede.
These provisions may frustrate or prevent any gitefny our stockholders to replace or remove oteot management by making it
more difficult for stockholders to replace membefreur board of directors, which is responsibledppointing the members of our
management. In addition, because we are incorgbratBelaware, we are governed by the provisionSaaftion 203 of the Delaware General

Corporation Law, which generally prohibits a Delagvaorporation from engaging in any of a broad eaofjbusiness combinations with any
“interested” stockholder for a period of three yefmlowing the date on which the stockholder beeam “interested” stockholder.

Our share price has been and will likely continue be volatile.*

The trading price of our Class A common stock heenb and is likely to continue to be, highly vdiatind could be subject to wide
fluctuations in response to various factors, sofmetich are beyond our control. Since shares of@ass A common stock were sold in our
initial public offering in December 2011 at a prioe$10.00 per share, our stock price has ranged $7.97 to $15.91, through March 31,
2012. In addition to the factors discussed in th&sgk Factors” and elsewhere in this Quarterly &¢pn Form 10-Q, factors that may cause
volatility in our share price include:

» changes in projected operational and financialltgs

» issuance of new or updated research or reportediyisies analysts

* market rumors or press repoi

» the use by investors or analysts of t-party data regarding our business that may nateeélur actual performanc
» the expiration of contractual lo-up agreement:

» fluctuations in the valuation of companies percdibg investors to be comparable to

» the activities, public announcements and finaréaformance of our commercial partners, such ashbauk;

» fluctuations in the trading volume of our sharasthe size of our public float relative to the fatamber of shares of our Class A,
Class B and Class C common stock that are issudw@standing

» share price and volume fluctuations attributabletmnsistent trading volume levels of our shases
» general economic and market conditic

Furthermore, the stock markets have experiencedragtprice and volume fluctuations that have afféend continue to affect the
market prices of equity securities of many companidese fluctuations often have been unrelatelisproportionate to the operating
performance of those companies. These broad mankkindustry fluctuations, as well as general eodnppolitical and market conditions
such as recessions, interest rate changes oratitamal currency fluctuations, may negatively impthe market price of our Class A common
stock. In the past, companies that have experievakadility in the market price of their stock halveen subject to securities class action
litigation. We may be the target of this type ¢ibfation in the future. Securities litigation agstinis could result in substantial costs and divert
our management’s attention from other businessaras¢ which could harm our business.
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Our Class A common stock price may be volatile do¢hird-party data regarding our games.

Third parties, such as AppData, publish daily @dtaut us and other social game companies with cesp®AUs and MAUs and other
information concerning social game usage, in paldicon Facebook. These metrics can be volatildicoéarly for specific games, and in ma
cases do not accurately reflect the actual levielsage of our games across all platforms and magarrelate to our bookings or revenue fi
the sale of virtual goods. There is a possibilitgttthird parties could change their methodolofpesalculating these metrics in the future. To
the extent that securities analysts or investose iaeir views of our business or prospects on thiddt-party data, the price of our Class A
common stock may be volatile and may not refleetglrformance of our business.

If securities or industry analysts do not publiskesearch about our business, or publish negativearp about our business, our share pri
and trading volume could decline.

The trading market for our Class A common stoclsdme extent, depends on the research and repattsdcurities or industry analysts
publish about our business. We do not have anyr@lomter these analysts. If one or more of the ysialwho cover us downgrade our share
lower their opinion of our shares, our share pviceld likely decline. If one or more of these arsdycease coverage of our company or fail to
regularly publish reports on us, we could losebiiigy in the financial markets, which could causg share price or trading volume to decline.

Future sales or potential sales of our common staokhe public market could cause our share priaedecline.*

We have a small public float relative to the tatamber of shares of our Class A, Class B and @assmmon stock that are issued and
outstanding and a substantial majority of our igsared outstanding shares are currently restricteadrasult of securities laws, lock-up
agreements or other contractual restrictions #wstrict transfers.

Upon completion of the release of the underwritierskup from our public offerings, currently schéstlito expire at various dates
through August 15, 2012, subject to extension ited@e circumstances, approximately 550 million gsawill be eligible for sale in the future
upon the expiration of lock-up agreements, subjesbme cases to volume and other restrictionsubdé R44 and Rule 701 under the Securities
Act of 1933, as amended. In addition, the holdé26d.6 million shares of Class B common stocks@¥ of our total outstanding common
stock, based on shares outstanding as of MarcR@P, will be entitled to rights with respect tgistration of these shares under the Securities
Act pursuant to an investors’ rights agreemerthéfe holders of our Class B common stock, by éiacctheir registration rights, sell a large
number of shares, they could adversely affect thekat price for our Class A common stock. If we i registration statement for the purposes
of selling additional shares to raise capital aredraquired to include shares held by these holugrsuant to the exercise of their registration
rights, our ability to raise capital may be impdir8ales of substantial amounts of our Class A comstock in the public market following the
release of the lock-ups or otherwise, or the pdigephat these sales could occur, could causentir&et price of our Class A common stock to
decline.

If we are unable to implement and maintain effeatiinternal control over financial reporting in théuture, the accuracy and timeliness
our financial reporting may be adversely affected.

If we are unable to maintain adequate internalrotsmfor financial reporting in the future, or ifiloauditors are unable to express an
opinion as to the effectiveness of our internaltmaa as required pursuant to the SarbaDekey Act, investor confidence in the accuracy of
financial reports may be impacted or the marketepdf our Class A common stock could be negatiirafyacted.

The requirements of being a public company may &traur resources, divert management’s attention aaffect our ability to attract and
retain qualified board members.

We are subject to the reporting requirements ofS@eurities Exchange Act of 1934, as amended @xetfange Act”), the Sarbanes-
Oxley Act, the Dodd-Frank Act, the listing requirents of the NASDAQ Global Select Market and othglimable securities rules and
regulations. Compliance with these rules and reguia has increased and will continue to increasdegal and financial compliance costs,
make some activities more difficult, time-consumargcostly and increase demand on our systemsesudirces. The Exchange Act requires,
among other things, that we file annual, quartarig current reports with respect to our businedsoperating results.

We also expect that being a public company, sulijettiese rules and regulations, will make it mexpensive for us to obtain director
and officer liability insurance, and we may be rieggi to accept reduced coverage or incur substhntigher costs to obtain coverage. These
factors could also make it more difficult for usattract and retain qualified members of our badrdirectors, particularly to serve on our audit
committee and compensation committee, and qualiextutive officers.
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As a result of disclosure of information in this@terly Report on Form 10-Q and our other publiodis with the SEC as required of a
public company, our business and financial conditiave become more visible, which we believe mayltén threatened or actual litigation,
including by competitors and other third partiésuch claims are successful, our business andtipgresults could be harmed, and even if
the claims do not result in litigation or are resal in our favor, these claims, and the time asdueces necessary to resolve them, could divert
the resources of our management and harm our kagsamel operating results.

We do not intend to pay dividends for the foreseledinture.

We have never declared or paid any cash dividendsiocommon stock and do not intend to pay anl daddends in the foreseeable
future. We anticipate that we will retain all ofrduture earnings for use in the development oftmusiness and for general corporate purposes.
Any determination to pay dividends in the futurdl e at the discretion of our board of directdkscordingly, investors must rely on sales of
their Class A common stock after price appreciatwnich may never occur, as the only way to readimg future gains on their investments.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
Recent Sale of Unregistered Securities

On January 20, 2012 we issued 290,697 shares sf Bl&ommon Stock to an accredited investor putsisacertain commercial
agreements. The offer, sale and issuance of theseswere deemed to be exempt from registratideruhe Securities Act in reliance on
Section 4(2) of the Securities Act on Regulatioprdmulgated thereunder as transactions not invglgipublic offering. The recipient of these
securities acquired the securities for investmaht and not with a view to or for sale in connentisith any distribution thereof and the
recipient of these securities was an accreditedsitor and had adequate access, through employbusitess or other relationships, to
information about us.

Use of Proceeds

On December 15, 2011, our registration statemeiiosm S-1 (File No. 333-75298) was declared effective for our initial paldffering
pursuant to which we sold 100,000,000 shares cf<Cfacommon stock at a public offering price of $00per share for an aggregate offering
price of $1.0 billion. Morgan Stanley & Co. LLC a@bldman, Sachs & Co. acted as joint book runniagagers and representatives of the
underwriters for the offering, BofA Merrill LynciBarclays Capital Inc. and J.P. Morgan Securitie€ldcted as additional joint book running
managers, and Allen & Company LLC acted as semenanager for the offering.

As a result of our initial public offering, we réeed net proceeds of $961.4 million, after dedugtimderwriting discounts and
commissions and other offering expenses. Noneeéipenses associated with the initial public affgewvere paid to directors, officers or
persons owning ten percent or more of our commacksir to their associates, or to our affiliates.

We intend to use the net proceeds to us from ftialipublic offering for general corporate purpssicluding working capital, game
development, marketing activities and capital exiiteines. In addition, we may use a portion of thecpeds from the initial public offering for
acquisitions of or investments in complementaryifesses, technologies or other assets. As of M2itcR012, the net offering proceeds have
been invested in money market funds, debt instrisnagfithe U.S. government and its agencies and ¢rigthit quality corporate issuers. There
has been no material change in the planned useoé@ds from our initial public offering as desedkin our final prospectus filed with the
SEC pursuant to Rule 424(b) on December 15, 2011.

Issuer Purchases of Equity Securities
None.
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