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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 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 or Other Jurisdiction of (I.R.S. Employer
Incorporation or Organization) Identification Number)

699 Eighth Street

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

(855) 449-9642
(Registrant’s Telephone Number, including Area Codg
Securities registered pursuant to Section 12(b) d¢fie Act:

Title of each class Name of each exchange on which registere
Class A Common Stock, par value $.00000625 peee: The Nasdaqg Global Select Marl
Securities registered pursuant to Section 12(g) diie Act:
None

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405ca$#dcurities Act.  Yed No
Indicate by check mark if the registrant is notuiegd to file reports pursuant to Section 13 ord)%f the Act. Yes[ No

Indicate by check mark whether the registrant €l filed all reports required to be filed by Sewcti® or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsiach shorter period that the registrant was reduodile such reports), and (2) has been
subject to such filing requirements for the pastia@s. Yes[x] No [

Indicate by check mark whether the registrant liasmstted electronically and posted on its corpokatb site, if any, every Interactive
Data File required to be submitted and posted auntsio Rule 405 of RegulationSduring the preceding 12 months (or for such shrqrerioc
that the registrant was required to submit and pash files). YeskX] No O

Indicate by check mark if disclosure of delinquilers pursuant to Item 405 of Regulation S-K i¢ ocontained herein, and will not be
contained, to the best of registrant’s knowledgeléfinitive proxy or information statements incorgted by reference in Part 11l of this
Form 10-K or any amendment to this Form 10-KI

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

Large accelerated file Accelerated filel O

Non-accelerated file O (Do not check if a smaller reporting compa Smaller reporting compar [
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Actyes [ No

The aggregate market value of the voting and namgaommon equity held by non-affiliates of thgistrant was approximately
$3,257,034,695 as of the last business day ofdfistrant’'s most recently completed second fisoalgr, based upon the closing sale price o
The NASDAQ Global Select Market reported for sualed

As of February 15, 2013, there were 598,057,857eshaf the registrant’s Class A common stock ontlitey, 166,918,231 shares of the
registrant’s Class B common stock outstanding an81>,472 shares of the registrant’s Class C constmok outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant’'s Proxy Statement fer2013 Annual Meeting of Stockholders are incorfeatdnerein by reference in Part Ill of
this Annual Report on Form 10-K to the extent stdterein. The proxy statement will be filed witke tBecurities and Exchange Commission
within 120 days of the registrant’s fiscal year edddecember 31, 2012.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains forwardldimg statements. In some cases you can idengfsetistatements by forward-
looking words such as “believe,” “may,” “will,” “égnate,” “continue,” “anticipate,” “intend,” “could “would,” “project,” “plan,” “expect,” or
similar expressions, or the negative or plurahese words or expressions. These forward-lookiagstents include, but are not limited to,
statements concerning the following:

” i, ” o ” o« ”ou ” o« ” o« ” o« ” o

» our future relationship with Facebook, changeheRacebook platform or changes in our agreemditisfacebook
» our ability to launch successful new games anddrihes for web and mobile generally in a timely near

e sustaining and expanding our franchise gat

« our ability to expand our offerings across sevgeahe genres

e our ability to extend our brand and games to mgtié¢forms;

e our ability to transition our web franchises to nieland create new franchises on the web and mc

» the growth of the social games market, includirgyrttobile market and the advertising mau

» the ability of our games to generate revenue awtihgs for a significant period of time after latrend the timing for market
acceptance of new gam

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

» expanding our player network, including creating &nilding a mobile network and the success of tiesvork;

» user traffic and publishing games from tl-party developers on our netwo

» our evaluation of new business opportunities, idicig our expansion into real money gami

» our plans and opportunities to expand into real egaaming in the United Kingdom and elsewh

* our ability to rationalize our product pipelinedtee marketing and technology expenditures andotidiase certain facilities
e our cost reduction plans and estimated savingshajes

» capital expenditures and investment in our netviritastructure, including data cente

» successfully acquiring and integrating companiebassets

e our use of working capital in gener

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

e attracting and retaining qualified employees angpe&rsonnel
e maintaining, protecting and enhancing our intellatproperty:
» protecting our playe’ information and adequately addressing privacy corgeanc
» our stock repurchase progra
These forward-looking statements are subject toraber of risks, uncertainties and assumptionsudiof those described in “Part I.

Item 1A. Risk Factors” of this Annual Report on Foi0-K. Moreover, we operate in a very competiinel rapidly changing environment and
industry. We are also highly reliant on Facebook an
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the Facebook platform for a significant portionoof revenue. Our relationship with Facebook, theeBaok platform and our agreements with
Facebook are subject to change. New risks emengetime to time. It is not possible for our manageirto predict all of the risks related to
our business and operations, nor can we asseshet of all factors on our business or the extenthich any factor, or combination of
factors, may cause actual results to differ matgrieom those contained in any forward-lookingtstaents we may make. In light of these
risks, uncertainties and assumptions, the forwaoltihg events and circumstances discussed in thigi&l Report on Form 10-K may not
occur and actual results could differ materiallg adlversely from those anticipated or implied & thrward-looking statements.

You should not rely upon forward-looking statemeaggpredictions of future events. Although we haithat 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-lookingestagnts will be achieved or occur. We undertakebiigation to update any forward-looking
statements for any reason to conform these statsrteactual results or to changes in our expextati

2
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PART |

ITEM 1. BUSINESS
Overview

Zynga Inc. (“Zynga” or “we” or “the Company”) isehworld’s leading provider of social game servid&'e develop, market and operate
online social games as live services played owetriternet and on social networking sites and neghlihitforms. Our games are accessible on
Facebook and other social networks, mobile platfoamd Zynga.com. Generally, all of our games ae o play, and we generate revenue
through the in-game sale of virtual goods, mobdemg download fees and advertising.

We are a pioneer and innovator of social gamesadadder in making play a core activity on the imét. We believe our leadership
position in social games is the result of our digant investment in our people, content, brandhitelogy and infrastructure. Our leadership
position in social games is defined by the follogrin

e Large and Global Community of PlayerAccording to AppData, as of December 31, 2012, ae: five of the top 10 games on
Facebook based on DAUSs. Our players are also nmgaged, with our games being played by 63 milligkiLB, worldwide as of
December 31, 2012. According to comScore, in thatmof December 2012, players spent more time ptaiynga’s mobile
games than the next five mobile game developerdiad.

» Leading Portfolio of Social Game:We have many of the most popular and successfirl@nbcial games, including tikarmVille,
With FriendsandZynga Pokefranchises Bubble Safari, ChefVillgndDraw Something As of December 31, 2012, according to
AppData, we had three of the top five social gaore§acebook based on DAL

» Scalable Technology and DatWe process and serve more than a petabyte of ddotesur players every day, a volume of data
that we believe is unmatched in the social gamestrgl. We continually analyze game data to optinsizegames. We believe that
combining data analytics with creative game desigables us to create a superior player experir

On mobile platforms, we have several of the mogupar games, including/ords With Friends Draw SomethingndZynga Poker In
March 2012, Apple announced th@brds With Friendsvas number three on the 25 most downloaded iOS @fpgdstime for the iPhone and
tenth most downloaded for the iPad. In Decembef 20inga Pokervas named the top grossing App of 2012 accordinbgedpp Store chal

We leverage our scale to increase player engagegress-promote our portfolio of games, continualiyiance existing games, launch
new games and build the Zynga brand. We believescaie results in network effects that deliver celtipg value to our players, and we are
committed to making significant investments to grmuv community of players, their engagement andnoametization over time.

Consistent with our free-to-play business modsinall portion of our players have been payers. e three months ended
December 31, 2012, we had approximately 2.9 milkttPs (excluding payers who use certain paymenhatkt for which unique payer data
is not available). Because the opportunity for gbiciteractions increases as the number of plagersases, we believe that maintaining and
growing our overall number of players, including tumber of players who may not purchase virtuablgpis important to the success of our
business. As a result, we believe that the numbplagers who choose to purchase virtual goodsaamifitinue to constitute a small portion of
our overall players as our business grows.

Our top three games historically have contributedlrhajority of our revenue. Our top three gameswatied for 55%, 57% and 78% of
our online game revenue in 2012, 2011 and 201pectively.

Our operations are headquartered in San Frand@adidornia, and we have several operating locatiartee U.S. as well as various
international office locations in Asia and Euroée were originally organized in

3
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April 2007 and completed our initial public offegiin December 2011, and our Class A common stoliktézl on the NASDAQ Global Select
Market under the symbol “ZNGA.” As of December 2012, we had 3,058 full-time employees.

Our Social Games

We design our social games to provide players slired experiences that surprise and delight temsocial games leverage the
global connectivity and distribution on Faceboadkier social networks, mobile platforms and the Witlends Network, including Zynga.com.
Our games are generally free to play, span a nuofigenres and attract a community of playersithdemographically and geographically
diverse. We operate our games as live servicesipaiate them with fresh content and new featuresake them more social, enhance player
engagement and improve monetization. We analyzddtegenerated by our players’ game play and Isotésactions to guide the creation of
new content and features. We use this ongoing esdloop to keep our games compelling and enhdreplayer experience.

We believe expanding our offerings across sevemeggenres is critical to our success. We will éhwe several game categories,
including the following:

» Invest & Express. Represented by our market-leading web games suehrawVille, CityVille , FarmVille 2, ChefVilleand
CastleVille, these games allow our players to express thesopalities by customizing the appearances of dferacters and
building their own virtual city, farm, restaurantaastle.

» Casino. Zynga Pokewas our first social game and is the largest foepkay online poker game in the world; we plan dotinue
our investment in this categol

* Casual. Includes some of our most popular titles likeords With Friends, Scramble With Friends, Draw 8tiimgandBubble
Safari, these games provide chances for friendly conmpeténd allow our players to quickly connect witlefids and family when
they start a game and to build and enhance th&g@®nships throughout the game experiel

* Midcore Player versus Playe. We began our investment in this category with thenth ofMafia Warsin June 2008 and have
continued that investment with the launchAgiikashin 2012 along with recently published games inalgdiorn and
Respawnable.

We generate revenue from the following online smsi

Virtual Goods and Paid Downloads

Our primary revenue source is the sale of virtuatency that players use to buy in-game virtualdgo&/irtual currency can also be
earned for free through game play or by acceptiogiptional offers from our advertising partners. W&o generate revenue when players
purchase mobile game downloads.

Advertising

Our advertising services offer creative ways forkaters and advertisers to reach and engage withlayers. The goal of our
engagement-based advertising is to enhance thergaperience while delivering real value to adsers. Our advertising offerings include:

e Branded Virtual Goods and Sponsorskthat integrate advertising within game pl

 Engagement Ads and Offdn which players can answer certain questions, hvidesarn engagements or sign up for third party
services to receive virtual currenc

» Mobile Adsthrough a-supported free versions of our mobile games, saWords with Friends

4
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» Display Adsin our online web games that include banner acsertents; an
» Licensingof our brands in toy and game product lir

With Friends Network

We plan to expand our With Friends Network in 26dB8e accessible to both web players and mobilgepdaalike to make games more
engaging, more social and more profitable. We beliareffort with our beta launch of Zynga.com e tveb in 2012. The With Friends
Network enables players to meet and connect witargtlayers who share a love for social games adyoth web and mobile, ultimate
giving them more friends to play with. Players pess faster in their games by connecting with titeeeWith Friends Network to instantly ¢
what they need to complete quests, obtain virteah$ and advance to the next level.

Our Strategy

Our mission is to connect the world through ganrepursuit of our mission, we encourage entrepresiep and intelligent risk taking to
produce great games and breakthrough innovatidresk&y elements of our strategy are:

» Make Games Free, Accessible and FiWe operate our games as live services that aréabl@aanytime and anywhere. We desigr
our social games to provide players with easy acteeshared experiences that delight, amuse aeda&nt and we will continue to
update our games on an ongoing basis with frestenband new features to make them more sociafiantbr our players

* Launch New GamesWe will continue to invest in building new gamesetgand the genres of games that we offer, fughgage
with our existing players and attract new play

» Continue Mobile Growth We believe there is a large opportunity to extemdhyand and games to mobile platforms such aseAppl
iOS and Google Android. We also believe the Witlerds Network, our social gaming network for molpilayers, will enhance
our audience and increase the engagement of outenpddyers. We will continue to make our gameseasible on a large number
of mobile and other Internet-connected devicesianekst in developing and acquiring mobile developttalent, technologies and
content.

» Enhance Existing Franchise. We will continue to enhance our market-leading ¢kases including-armVille, Words with Frienc
andZynga Poker We regularly update our games after launch to@rage social interactions, add new content artdifesiand
improve monetizatior

e Create the Leading Game Netwo. We are committed to creating the leading socialeyaatwork for players and began this effor
with the launch of Zynga.com for web players in 20@/e plan to further expand our With Friends Netwia 2013 to be accessit
to both web players and mobile players alike to engdames more engaging, more social and more [bigfitéd/e have opened up
our application programming interface (“API”) layerthird party developers and continue to registax developers and partners
who want to launch their games on our netw

» Expand Into RMG.In the first half of 2013, we plan to expand inth8 in the United Kingdom through a partnership with
bwin.party, a leading international RMG operatoie ¥élieve this is a great opportunity to enterrled money gaming market. We
will continue to look for opportunities to creatigl quality gaming experiences for our playershis tnarket. In December of 2012
we filed an Application for a Preliminary Findind Suitability from the Nevada Gaming Control Bos

» Extend our Technology Leadership Positio Our proprietary technology stack and data ana\die competitive advantages that
enhance our ability to create the world’s bestalagames. We will continue to innovate and optinome network infrastructure to
cos-effectively ensure high performance and high atbdits for our social games

5
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Our Technology Stack

We have invested extensively in developing our petary technology stack, which has the abilith&mdle sudden bursts of activity for
millions of players over a short period of timelwitigh levels of performance and reliability, tgport the growth of our business. Our
proprietary technology stack includes datacentdramud computing management, a shared code betseonk and cross-promotional features
and proprietary data analytics. Our technologykstdso supports the growth of our 2D and 3D ganginers across the mobile business in
addition to supporting high-level security and draiud infrastructure. We believe that our techgglstack is a competitive advantage and we
will continue to innovate and optimize our stacletdend our technology leadership.

Marketing

We acquire most of our players through unpaid chEwWe have been able to build a large commuriplayers through the viral and
sharing features provided by social networks, tieéad innovations in our games and the networkotéfef our games.

We are committed to connecting with our players. Wiee fan pages, generally on Facebook, for eachiojames to connect with our
players; and we leverage various other forms oasotedia, including Twitter, to communicate witiet. We periodically host live and onli
player events. We also use traditional advertisictiyities, primarily online advertising spending Bacebook.

Agreements with Facebook

To date, we have derived a significant portion wf lmookings (81% in 2012) and revenue (86% in 2@t®) acquired substantially all of
our players from our games played on Facebook. ¥gect to continue to derive a significant portidroar revenue from games played on the
Facebook platform for the foreseeable future. Wieehentered into two addenda to Facebook’s startdants of service that govern the
distribution, promotion and operation of our garttesugh the Facebook platform. Our first addendaquires us to use Facebook Credits as
the primary payment method for any of our gamesdhaeither on the Facebook platform or thatadithe data from the Facebook social
graph, and requires Facebook to remit to us an atemual to 70% of the price stated to our playEhe second addendum obligated us to us
Facebook Credits as the sole in-game payment mischam any games launched on our own social gamétgork, and entitled Facebook to
retain 30% of the stated price for transactionswnnetwork. The second addendum also required usd Facebook as the exclusive social
platform for the Zynga properties and to exclugiMaunch certain of our games on the Facebookgstatfor up to twelve months, subject to
certain exceptions.

In June 2012, Facebook announced its plans tomtisce the use of Facebook Credits and insteadoffér pricing of our virtual goods
in local currencies. Facebook will continue to ret80% of the stated price for transactions onrtpkitform under the terms of their new
payments program. We expect to begin our trans#igay from Facebook Credits and to adopt Facebdok& currency-based payments
model in the first half of 2013.

On November 28, 2012, we amended our agreemerttsRadebook such that our use of the Facebook ptathmd any data from
Facebook on any Zynga service offered through ag@ygame page (for example, the With Friends Netyjwoilk be governed by Facebook’s
standard terms of service beginning on March 31320nder the current terms of service, we willibdted in our ability to use a Facebook
user’s friends list and Facebook’s communicatioanctels to promote the With Friends Network. In Deloer 2012, Facebook amended its
standard terms of service to prohibit (i) appstmFacebook canvas from promoting or linking to gasites other than Facebook and (ii) the
use of emails obtained from Facebook to promotakito desktop web games on platforms other tharebook. We will be prohibited from
cross-promoting traffic to games that are offereglatforms other than Facebook from our gamesameBook. We will not be permitted to
use e-mail addresses obtained from Facebook togieodesktop web games that are not on the Facgiatirm, subject to certain limited
exceptions.
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Beginning on March 31, 2013, we will no longer tiigated to display Facebook advertising unitstdize Facebooks payment servict
(Facebook Credits and/or local-currency based pajshen any Zynga game pages. We will have thd t@process our own payments, and
Facebook will no longer have the right to recei®&a3of the proceeds from payments made on the Wiémés Network.

In addition, as of March 31, 2013, we will no longpe required to use Facebook as the exclusivalsoleitform for the Zynga properties,
or be required to grant certain title exclusivitt#sZynga games on the Facebook platform, subjecettain exceptions. However, any social
game launched after March 31, 2013 by Zynga willggally be available through the Facebook webcsiteeurrent with, or shortly following,
the time such game is made available on anothéalgaatform or a Zynga property.

The addenda, including our recent amendments, éitebook will each expire in 2015. Our current agrents with Facebook allow our
users to use Zynga/Facebook co-branded game aarttefredemption of Facebook Credits and alsavaldw our own Zynga game cards,
which were previously printed and delivered to distributors and retailers, to continue to be soldame players until all such cards are sold
We do not plan to print and sell more of our owrdségor redemption on the Facebook platform, howeuehave the right to sell our own
game cards on other platforms, including on thehWitends Network after March 31, 2013.

Intellectual Property

Our business is significantly based on the creatoquisition, use and protection of intellectualerty. Some of this intellectual
property is in the form of software code, patertahnology and trade secrets that we use to dewelogames and to enable them to run
properly on multiple platforms. Other intellectymbperty we create includes product and featureasaand audio-visual elements, including
graphics, music, story lines and interface design.

While most of the intellectual property we usernsated by us, we have acquired rights to propsietdaellectual property. We have also
obtained rights to use intellectual property thitoligenses and service agreements with third garfibese licenses typically limit our use of
intellectual property to specific uses and for $fpetime periods.

We protect our intellectual property rights by ety on federal, state and common law rights, as$ agetontractual restrictions. We
actively seek patent protection covering inventioriginating from the company and acquire paterdselieve may be useful or relevant to
business. We control access to our proprietaryni@olgy by entering into confidentiality and invemtiassignment agreements with our
employees and contractors, and confidentiality exgents with third parties. We also actively engagaonitoring and enforcement activities
with respect to infringing uses of our intellectpabperty by third parties.

In addition to these contractual arrangements, la@raly on a combination of trade secret, copyritademark, trade dress, domain
name and patents to protect our games and otledletttial property. We typically own the copyrigbtthe software code to our content, as
well as the brand or title name trademark undectbur games are marketed. We pursue the registratiour domain names, copyrights,
trademarks, and service marks in the United Statdsn locations outside the United States. Ousteged trademarks in the United States
include “Zynga,” the names of our games and compaglnes, among others.

Circumstances outside our control could pose athoeour intellectual property rights. For exam@iective intellectual property
protection may not be available in the United $tateother countries in which our games are disteitd. Also, the efforts we have taken to
protect our proprietary rights may not be suffitieneffective. Any significant impairment of ourtéllectual property rights could harm our
business or our ability to compete. Also, protegtinr intellectual property rights is costly angéiconsuming. Any unauthorized disclosure
use of our intellectual property could make it mexpensive to do business, thereby harming ouradipgrresults.

7
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Companies in the Internet, games, social mediantdogy and other industries may own large numbépatents, copyrights and
trademarks and may frequently request license agrets, threaten litigation or file suit againstased on allegations of infringement or othe
violations of intellectual property rights. Frorme to time, we have faced, and we expect to fatieeiriuture, allegations by third parties,
including our competitors and non-practicing easifithat we have infringed their copyrights, tradeks, patents and other intellectual propert
rights. As we face increasing competition and asbasiness grows, we will likely face more clainfsndringement.

Competition

We face significant competition in all aspects of business. Specifically, we compete for the Ieidime, attention and discretionary
spending of our players with other social game tigears on the basis of a number of factors, inclgdjuality of player experience, brand
awareness and reputation and access to distribciiannels.

We believe we compete favorably on these factoosvéver, our industry is evolving rapidly and is being increasingly competitive.
Other developers of social games could develop momgpelling content that competes with our socéahgs and adversely affects our ability
to attract and retain players and their entertaimirtime. These competitors, including companiewloith we may not be currently aware, may
take advantage of social networks, access to a lasgr base and their network effects to grow hajidd virally.

Our competitors include:

» Game Developers for Facebook and Other Social NesvVe face competition from a number of competitorowlkvelop social
games for use on Facebook and other social netwbhiese competitors, some of which have signifidaaincial, technical and
other resources, greater name recognition and lbager operating histories, may create similar gatogeach our players. Some
of these competitors include Crowdstar, Inc., DeRAectronic Arts Inc., King.com, Social Point, Théalt Disney Company,
Vostu, Ltd. and Wooga GmbH. Because our gamegegdd play, we compete primarily on the basislayer experience rather
than price. We could face additional competitiolarhe companies with significant online presensesh Facebook, Inc., Google
Inc., Microsoft Corporation and Tencent Holdingsnited, choose to enter or expand in the social gaspace or develop
competing social game

» Game Developers for Mobil&@he mobile game sector is characterized by fregueattuct introductions, rapidly emerging mobile
platforms, new technologies and new mobile appbcastorefronts. Some of our competitors in the iteoffame market include
Addmired, DeNA Co. Ltd., Disney Mobile, Electroricts, Gameloft, Glu Mobile, GREE International InRovio Mobile Ltd,
Storm8, Inc. and Supercell. We expect new mobilegaompetitors to enter the market and existingpeditors to allocate more
resources to develop and market competing gameapitations

» Other Game DeveloperQur players may also play other games on persamapuaters and consoles, some of which include sociz
features that compete with our social games and bamnmunity functions where game developers caagmwith their players.
Some of these competitors include Activision Blizizdnc., Electronic Arts, SEGA of America, Inchd Walt Disney Company
and THQ Inc

» Other Forms of Media and Entertainme¥{e compete more broadly for the leisure time atehtéibn of our players with providers
of other forms of Internet and mobile entertainméntiuding social networking, online casual erggnnent and music. To the
extent existing or potential players choose to reaxch or listen to online content or streaminded or radio, play interactive vid
games at home or on their computer or mobile deviather than play social games, these contenicesrpose a competitive thre
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Our Core Values

We were founded on a deeply held passion for gameédor family and friends playing together. Ousgian for play is at the core of our
mission: to connect the world through games. Owsion and our core values drive everything thatlazedesign social games that everyone
wants to play, assemble and retain talented tejositize our opportunities and make investmertisiens.

Our core values have enabled us to scale our aratgam and innovate a new way to play. We encouitagavation, the creation of
compelling game experiences and acting quickly sétfactors are critical to extending our leadersglaigition as we seek to continue building
successful franchises. We embrace ownership, neeaity, career growth and focus on the long-termativate our employees and attract anc
retain world class game design, product manageraagineering and operational talent. We remaindéasain our commitment to surprise
delight our players. We believe our unique compaurifure serves as the foundation of our successc@re values are:

» Build games that you and your friends love to g
» Surprise and delight our playe

* Zynga is a meritocrac

* Be a CEO and own outcom

*  Work Zynga smar

e Zynga first; decisions for the greater gc

* Always innovate

Research and Development

We believe continued investment in enhancing exgsiames and developing new games, and in softierglopment tools and code
modification, is important to attaining our strategbjectives. Our research and development expensee $645.6 million, $727.0 million and
$149.5 million in 2012, 2011 and 2010, respectivelfich included stock-based expense of $200.6an|l$374.9 million and $10.2 million,
respectively. We expect research and developmeerese to rise due to the increasing required invast to launch high quality games across
multiple devices and platforms.

Government Regulation

We are subject to a number of foreign and domésiis and regulations that affect companies condgdiusiness on the Internet, many
of which are still evolving and could be interpitte ways that could harm our business. In the é¢h@itates and internationally, laws relating
to the liability of providers of online serviceg factivities of their users and other third parties currently being tested by a number of claims
including actions based on invasion of privacy atiter torts, unfair competition, copyright and gadhrk infringement, and other theories
based on the nature and content of the materiatstsed, the ads posted, or the content providagsbss. Any court ruling or other
governmental action that imposes liability on pd®rs of online services for the activities of thesers and other third parties could harm our
business. We are potentially subject to a numbésreign and domestic laws and regulations thatcafthe offering of certain types of content,
such as that which depicts violence, many of whichill defined, still evolving and could be integfed in ways that could harm our business
or expose us to liability.

In addition, rising concern about the use of sac&#lvorking technologies for illegal conduct, sashthe unauthorized dissemination of
national security information, money launderingsopporting terrorist activities may in the futumeguce legislation or other governmental
action that could require changes to our gameedirict or impose additional costs upon the condticur business.
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Some of our games are based upon traditional cgsimes, such as poker. We have structured andtemernacasino-themed games,
including,Zynga Poker with the gambling laws in mind and believe thiatyphg such games does not constitute gambling.dvew we have
begun efforts to expand our business to include RW@ recently announced a partnership agreemehtbmiin.party to develop, test and
operate certain real money online poker and cagamaoes in the United Kingdom. The real money ganitoe/powered by the established
operating platform and software of bwin.party aritl @perate under bwin.party’s gambling licenseshia applicable jurisdictions. In addition,
in December 2012 we filed an Application for a Pnéhary Finding of Suitability with the Nevada Gargi Control Board. RMG is subject to
stringent, complicated and rapidly changing licegsand regulatory requirements, both federallyiarehch state, as well as internationally.
Regulatory and legislative developments, includirgessive taxation, may prevent or significantiyitiour ability to enter into or succeed in
RMG. Becoming familiar with and complying with tleesequirements will increase our costs and sulj@cbusiness to greater scrutiny by
regulators in many different jurisdictions.

We also sometimes offer our players various typesveepstakes, giveaways and promotion opportsnitiée are subject to laws in a
number of jurisdictions concerning the operatiod affering of such activities and games, many ofchare still evolving and could be
interpreted in ways that could harm our business. éourt ruling or other governmental action thmposes liability on providers of online
services could result in criminal or civil liabiliand could harm our business.

In the area of information security and data pridd@¢ many states have passed laws requiring oatifin to users when there is a sect
breach for personal data, such as the 2002 amendm€alifornia’s Information Practices Act, or regng the adoption of minimum
information security standards that are often vigdefined and difficult to implement. The costsaoimpliance with these laws may increase
in the future as a result of changes in interpi@tafurthermore, any failure on our part to complth these laws may subject us to significant
liabilities.

We are also subject to federal, state and foreigs regarding privacy and protection of player diateluding the collection of data from
minors. We post our Privacy Policy and Terms ofviBeronline, in which we describe our practicesaarning the use, transmission and
disclosure of player data. Any failure by us to pdyrwith our posted privacy policy or privacy reddtlaws and regulations could result in
proceedings against us by governmental authootieshers, which could harm our business. In aodjtihe interpretation of data protection
laws, and their application to the Internet is eacland in a state of flux. There is a risk thasthlaws may be interpreted and applied in
conflicting ways from state to state, country taictwy, or region to region, and in a manner thaioisconsistent with our current data protec
practices. Complying with these varying internagibrequirements could cause us to incur additionats and change our business practices.
Further, any failure by us to adequately protectmayers’ privacy and data could result in a loplayer confidence in our services and
ultimately in a loss of players, which could adedysaffect our business.

In addition, some concern has been expressed wpEwand in certain countries that social gamingikhbe regulated to protect
consumers, in particular minors and persons sustepd addiction to social games. This concernddead to the adoption of legislation or
regulations that may impose additional burdens wsgmprohibit the offering of our games to certasers or territories, increase our costs or
require changes to our games.

Also, because our services are accessible worldwattain foreign jurisdictions have claimed anldens may claim that we are required
to comply with their laws, including in jurisdictie where we have no local entity, employees oastftcture.

Available Information

Our website is located at www.zynga.com, and owestor relations website is located at http://in@egynga.com. The following filings
are available through our investor relations webafter we file
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them with the SEC: Annual Reports on Form 10-K, i@arly Reports on Form 10-Q, Current Reports om#8+K and our Proxy Statements

for our annual meetings of stockholders, for thet yeear. These filings are also available for dmadifree of charge on our investor relations
website. Further, a copy of this Annual Report omir10-K is located at the SEC’s Public ReferenoerR at 100 F Street, NE, Washington,
D.C. 20549. Information on the operation of the IRuReference Room can be obtained by calling tB€ &t 1-800-SEC-0330.

We webcast our earnings calls and certain evenigant&ipate in or host with members of the investinrcommunity on our investor
relations website. Additionally, we provide not#dttons of news or announcements regarding our ¢iahperformance, including SEC filings,
investor events, press and earnings releasestasf parr investor relations website. Investors attters can receive notifications of new
information posted on our investor relations webaitreal time by signing up for email alerts ari3¥eeds. Further corporate governance
information, including our certificate of incorpdian, bylaws, governance guidelines, board committearters, and code of conduct, is also
available on our investor relations website untleriteading “Corporate Governance.” The contentaipfvebsites are not incorporated by
reference into this Annual Report on Form 10-Kroany other report or document we file with the SB&J any references to our websites ar
intended to be inactive textual references only.

ITEM 1A. RISK FACTORS

We have identified the following risks and uncaettiais that may have a material adverse effect arbasiness, financial condition or
results of operations. The risks described belogvraot the only ones we face. Additional risks mesently known to us or that we currently
believe are not material may also significantly ampur business operations. Our business coultidrened by any of these risks. The trading
price of our Class A common stock could declinetduany of these risks, and you may lose all ot payour investment. In assessing th
risks, you should also refer to the other inforraatcontained in this Annual Report on Form 10-KJuling our condensed consolidated
financial statements and related not

Risks Related to Our Business and Industry
If Facebook changes its standard terms and condisdor developers in a way that is detrimental ts, wur business will suffel

Facebook is currently the primary distribution, keing, promotion and payment platform for our ganio date, we have derived a
significant portion of our bookings (81% in 201 2darevenue (86% in 2012) and acquired substantdlligf our players through Facebook.
We expect to continue to derive a significant portdf our bookings and revenue from the Faceboattqrim for the foreseeable future. Except
for the addenda described below, we are subjdeatebook’s standard terms and conditions for agjitio developers, which govern the
promotion, distribution and operation of games atigbr applications on the Facebook platform, anithwhre subject to change by Facebook
at its sole discretion at any time. If Facebookngjes its standard terms and conditions in a watyigtdetrimental to us, our business would be
harmed and our operating results would be adveedédgted.

We have entered into two addenda to Facebook’slatdrierms of service that govern the distributfmomotion and operation of our
games through the Facebook platform. The first addm required us to use Facebook Credits as theapyipayment method for any of our
games that are either on the Facebook platforrainitilize the data from the Facebook social grapld requires Facebook to remit to us an
amount equal to 70% of the price stated to ourgrsyThe second addendum obligated us to use Falc€redits as the sole in-game paymen
mechanism in any games launched on our own soamlrgy network, and entitled Facebook to retain 3@%he stated price for transactions
our network. The second addendum also required usd Facebook as the exclusive social platfornth®iZzynga properties and to exclusiv
launch certain of our games on the Facebook platfor up to twelve months, subject to certain exices.
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In June 2012, Facebook announced its plans tomisce the use of Facebook Credits and insteadoff@r pricing of our virtual goods
in local currencies. Facebook will continue to ret80% of the stated price for transactions onrtpkitform under the terms of their new
payments program. We expect to begin our trans#igay from Facebook Credits and to adopt Facebdok& currency-based payments
model in the first half of 2013.

On November 28, 2012, we amended our agreemertd=adebook such that our use of the Facebook ptathmd any data from
Facebook on any Zynga service offered through ag@ygame page (for example, the With Friends Netjwoikk be governed by Facebook’s
standard terms of service beginning on March 31320nder the current terms of service, we willibdted in our ability to use a Facebook
user’s friends list and Facebook’s communicatioanttels to promote the With Friends Network. Thig/tirait our ability to reach Facebook
users from the With Friends Network and may lirhg humber of players that use the With Friends Mekwin December 2012, Facebook
amended its standard terms of service to prohijéipps on the Facebook canvas from promotingntirig to game sites other than Facebook
and (ii) the use of emails obtained from Facebaobrbmote or link to desktop web games on platfoother than Facebook. We will be
prohibited from crosgromoting traffic to games that are offered onfplas other than Facebook from our games on Faselie will not be
permitted to use e-mail addresses obtained frorelieank to promote desktop web games that are nteoRacebook platform, subject to
certain limited exceptions.

Beginning on March 31, 2013, we will no longer lidigated to display Facebook advertising unitstdize Facebooks payment servict
(Facebook Credits and/or local-currency based pajshen any such Zynga game pages. We will haveighéto process our own payments,
and Facebook will no longer have the right to ree&0% of the proceeds from payments made on thie Mviends Network.

In addition, as of March 31, 2013, we will no longpe required to use Facebook as the exclusivalggeitform for the Zynga properties,
or be required to grant certain title exclusivittdsZynga games on the Facebook platform, subgecettain exceptions. However, any social
game launched after March 31, 2013 by Zynga willggally be available through the Facebook webcsiteeurrent with, or shortly following,
the time such game is made available on anothéalgaatform or a Zynga property.

The addenda, including our recent amendments, keitebook will each expire in 2015. Our current egrents with Facebook allow our
users to use Zynga/Facebook co-branded game aartteefredemption of Facebook Credits and alsavalliimr our own Zynga game cards,
which were previously printed and delivered to distributors and retailers, to continue to be soldame players until all such cards are sold
We do not plan to print and sell more of our owrdségor redemption on the Facebook platform, howeueshave the right to sell our own
game cards on other platforms, including on thehWitends Network after March 31, 2013.

Our business may be harmed if:

» Facebook discontinues or limits access to its @iatfby us;
» Facebook terminates or does not renew or modifiemsddenda or seeks to terminate our contractlalaeship altogethe
» Facebook determines that we are a competitor @netke prohibits us from offering our games onRkaeebook platforr

» Facebook modifies its terms of service or otheigd, including fees charged to, or other restitt on, us, other application
developers, or Facebook changes how the persdoafiation of its users is made available to apgilicedevelopers on the
Facebook platform or shared by ust

» Facebook establishes more favorable relationshiihsome or more of our competitors;
» Facebook develops its own competitive offerir
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In addition, we have benefited from Facebook’srggrbrand recognition and large user base. If Fadelmses its market position or
otherwise falls out of favor with Internet usersotier factors cause its user base to stop growristprink, we would need to identify
alternative channels for marketing, promoting aistridbuting our games, which would consume subgthrésources and may not be effective,
or available at all. As noted above, Facebook haaddiscretion to change its terms of serviceahdr policies with respect to us and other
developers, and those changes may be unfavorabke teor example, starting in April 2011, Facebsgodlicy requiring that applications on
Facebook accept only its virtual currency, Facebodits, as payment from users, provided Faceldibka greater share of payments made
by our players than it did when other payment opgtizvere allowed. Facebook may also change itstfeetsre, add fees associated with aci
to and use of the Facebook platform, change howdhgonal information of its users is made avaddblapplication developers on the
Facebook platform or restrict how Facebook usemsstare information with friends on their platfoomacross platforms other than Facebook
Beginning in early 2010, Facebook changed its fdifor application developers regarding use ofa@simunication channels. These changes
limited the level of communication among users alaqplications on the Facebook platform. As a testué number of our players on
Facebook declined. In addition, Facebook’s poleyuiring that applications on Facebook accept Balgebook Credits as payment from user:
provided Facebook with a greater share of paynraatie by our players than it did when other paymetibns were allowed. Our current
agreements with Facebook allow our users to usg&ymanded game cards for the redemption of FageBoadits in our games on Facebook
Our game cards that were previously printed aniyeleld to our distributors and retailers may camimo be sold to game players until all suct
cards are sold. We do not plan to print and setenad our cards for redemption on the FacebooKgiat however, we have the right to sell
our own game cards for use on other platformsuiol the With Friends Network after March 31, 2008ir future bookings and revenue r
be negatively impacted during this transition pgramd upon the expiration of our game card programy.such changes in the future could
significantly alter how players experience or iatgrwithin our games, which may harm our business.

We operate in a new and rapidly changing industwhich makes it difficult to evaluate our business@ prospects.

The social game industry, through which we derivassantially all of our revenue, is a new and ripévolving industry. The growth of
the social game industry and the level of demanbnaarket acceptance of our games are subjectigthadkegree of uncertainty. Our future
operating results will depend on numerous factéfecting the social game industry, many of which beyond our control, including:

e our ability to extend our brand and games to matdé¢forms and the timing and success of such raa@me launche

« continued worldwide growth in the adoption and a6Eacebook and other social networ

e changes in consumer demographics and public tastbpreference:

« the availability and popularity of other forms aftertainment

* the worldwide growth of personal computer, broadbbmernet and mobile device users, and the rasmpfsuch growtt

» the transition of our players from the web to meluievices; an

* general economic conditions, particularly econoaainditions adversely affecting discretionary consuspending

Our ability to plan for game development, distribatand promotional activities will be significapthffected by our ability to anticipate

and adapt to relatively rapid changes in the temtelspreferences of our current and potential ptay¢ew and different types of entertainment

may increase in popularity at the expense of sggeaies. A decline in the popularity of social gamegeneral, or our games in particular
would harm our business and prospects.
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Our growth prospects may suffer if the With Frienddetwork is unsuccessful.

We plan to expand our With Friends Network in 26dBe more accessible to both web players and mphilyers alike to make games
more engaging, more social and more profitable bagan this effort with our beta launch of Zynga.aamthe web in 2012. Our ability to
increase our player base and revenue will depenghiit, on the successful operation and growtheWith Friends Network, including its
extension to mobile. If the With Friends Networkddo engage players, interest third-party gamestigers or attract advertisers, we may fail
to generate sufficient revenue or bookings to fustur investment in the development and operatiotne With Friends Network. We have
limited experience launching third-party develogadnes on the With Friends Network, or supportinggadeveloped by third parties. We
may also encounter technical and operational aligdle operating a network

On November 28, 2012, we amended our agreemertd=adebook such that our use of the Facebook ptathmd any data from
Facebook on any Zynga service offered through gg@ygame page (for example, the With Friends Netjwoikk be governed by Facebook’s
standard terms of service beginning on March 31320nder the current terms of service, we willib@ted in our ability to use a Facebook
user’s friends list and Facebook’s communicatioanttels to promote the With Friends Network. Thig/tirait our ability to reach Facebook
users from the With Friends Network, and may lithé number of players that use the With Friendsvdek. In December 2012, Facebook
amended its standard terms of service to prohijéipps on the Facebook canvas from promotingniirig to game sites other than Facebook
and (ii) the use of emails obtained from Facebaogromote or link to desktop web games on platfoother than Facebook. We will be
prohibited from crosgromoting traffic to games that are offered onfplas other than Facebook from our games on Faselie will not be
permitted to use e-mail addresses obtained frorelieauk to promote desktop web games that are nteoRacebook platform, subject to
certain limited exceptions. If we are not succdssfth the overall monetization of the With Friendstwork, we may not be able to maintain
or grow our revenue as anticipated and our findmegults could be adversely affected.

Our revenue, bookings and operating margins may e

From 2010 to 2011, our revenue increased from $0il6On to $1.14 billion and from 2011 to 2012,raevenue increased from $1.14
billion to $1.28 bhillion, which represent an annirarease of 91% and 12%, respectively. From 2012011, our bookings increased from
$0.84 billion to $1.16 billion, which representsamual increase of 38%, and from 2011 to 2012ookings decreased from $1.16 billion to
$1.15 billion, which represents an annual decredsg@proximately 1%. We expect that our revenuelaakings will decline in the first
quarter of 2013. In addition, we believe that opemting margin will continue to experience downvaressure as a result of increasing
competition and the need for increased operatipgmditures for many aspects of our business. Futtihe increased stock-based expense
associated with restricted stock units (“ZSUs" s to our directors, employees and consultantsshake had not recognized prior to our
initial public offering, will also exert downwardgssure on our operating margin. We expect to soatto expend substantial financial and
other resources on game development, including lmglimes, the expansion of our With Friends Netwinitiernational expansion and our
network infrastructure. Our operating costs wittrease if we do not effectively manage costs. Hitamh, weak economic conditions or other
factors could cause our business to contract, rieguiis to implement significant additional costttiyy measures, including a decrease in
research and development, which could harm ourteng growth.

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

Developing games for mobile platforms is an impatrzomponent of our strategy. We have devoted améxpect to continue to devote
substantial resources to the development of ourlmghmes, and we cannot guarantee that we wilimoa to develop games that appeal to
players or advertisers. In addition, we may encewdifficulty in integrating features on games deped for mobile platforms that a sufficient
number of players will pay for or otherwise suffiotly monetizing mobile games. Generally, our neghmes monetize at a lower rate than
our web-based games and we may not be successful gfforts to increase our monetization
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from mobile games. If we are unable to implemeistessful monetization strategies for our mobile ggnour ability to grow revenue and 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 growingnber of players switching from wddased to mobile games, the changing mi
landscape and the interests of players on molsliopms;

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

e expand on our current mobile gam

» effectively market new mobile games to our existivet-based players and players of our current mobileege
» expand our With Friends Network to mobi

e minimize launch delays and cost overruns on theldgwment of new game

» effectively monetize mobile games without degradimg social game experience for our play

» develop games that provide for a compelling anihogdtuser experience through existing and devebpfiird party technologies,
including third party software and middleware atld by our players; ar

e acquire and successfully integrate high quality ieaipame assets, personnel or compai

These and other uncertainties make it difficulkknow whether we will succeed in continuing to depesuccessful mobile games. If we
do not succeed in doing so, our growth prospedtssufifer.

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

Our technology infrastructure is critical to theafpemance 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 thaamy elements of this system, but
some elements of this system are operated by phirties that we do not control and which would megsignificant time to replace. We have
experienced, and may in the future experience, iletisruptions, outages and other performancelenabdue to a variety of factors,
including infrastructure changes, human or softvearers and capacity constraints. For examplepfiezation ofCityVille was interrupted for
several hours in April of 2011 and the operatiomafst of our games was interrupted for several isudanuary of 2013, in each case due to
network outages. If a particular game is unavadlatthen players attempt to access it or navigatiomugh a game is slower than they expect,
players may stop playing the game and may beilesly ko return to the game as often, if at allfalure or significant interruption in our gar
service would harm our reputation and operations.ekpect to continue to make significant investrmémbour technology infrastructure to
maintain and improve all aspects of player expeseand game performance. To the extent that oaswisrecovery systems are not adequate
or we do not effectively address capacity constsammpgrade our systems as needed and continualbiap our technology and network
architecture to accommodate increasing traffic,lmuginess and operating results may suffer. Weotlonaintain insurance policies covering
losses relating to our systems and we do not hasiméss interruption insurance.

Security breaches, computer viruses and computeckiag attacks could harm our business, reputatidsirand and results of operation:

Security breaches, computer malware and computirighattacks have become more prevalent in owrstrg, have occurred on our
systems in the past and may occur on our systemhe ifuture. Any security
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breach caused by hacking, which involves effortgaim unauthorized access to information or systemt® cause intentional malfunctions or
loss or corruption of data, software, hardwaretbeocomputer equipment, and the inadvertent tréssam of computer viruses could harm
business, financial condition and operating resiifs have experienced and will continue to expegdmacking attacks. Because of our
prominence in the social game industry, we beliggeare a particularly attractive target for hackers

In addition, our games involve the storage andstrassion of players’ personal information in ouwifiies and on our equipment,
networks and corporate systems. Security breaahdd expose us to litigation, remediation costsréased costs for security measures, l0ss |
revenue, damage to our reputation and potentiailitia. Our player data and corporate systems @uodisty measures may be breached due to
the actions of outside parties, employee errorfaaahnce, a combination of these, or otherwise,ad result, an unauthorized party may
obtain access to our data or our players’ dataitfaally, outside parties may attempt to fraudtilemduce employees or players to disclose
sensitive information in order to gain access toayers’ data. We must continuously examine andifg our security controls and business
policies to address the use of new devices anchtdepies enabling players to share data and conwatenin new ways, and the increasing
focus by our players and regulators on controling protecting user data.

Because the techniques used to obtain unauthaaizesss, disable or degrade service, or sabotagmrsyshange frequently or may be
designed to remain dormant until a predeterminexhieand often are not recognized until launchedéhaga target, we may be unable to
anticipate these techniques or implement adequateptative measures. Though it is difficult toestetine what harm may directly result from
any specific interruption or breach, any failurertaintain performance, reliability, security ancéability of our network infrastructure to the
satisfaction of our players may harm our reputatind our ability to retain existing players andaait new players.

If an actual or perceived breach of our securityuos, the market perception of the effectivenessuofsecurity measures could be
harmed, we could lose players, and we could sfiffancial exposure due to such events or in commeetith remediation efforts, investigati
costs, changed security, and system protectionuness

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

Compared to all players who play our games in amjog, only a small portion are paying players.ibgthe year ended December 31,
2012, we had approximately 3.4 million MUPs (exa@hgdpayers who use certain payment methods forlwhinéque payer data is not
available), who represent approximately two percémiur total players. We lose players in the aadincourse of business. In order to sustain
our revenue levels, we must attract, retain ancbame the number of players or more effectively etiaa our players. To retain players, we
must devote significant resources so that the gahegsplay retain their interest and attract therodr other games. If we fail to grow or
sustain the number of our players, or if the rateshich we attract and retain players decline$ thie average amount our players pay decl
our business may not grow and our financial resuilissuffer.

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

We began operations in April 2007, and we haveoat giperating history and a new business modelchvhiakes it difficult to effective
assess our future prospects. Our business molaséxd on offering games that are free to play.afe,anly a small portion of our players pay
for virtual goods.

If we fail to effectively manage our human resourgeour business and operating results could be hadr

We have experienced significant turnover in ourdoeant over the last year, which has placed anidcanitinue to place significant
demands on our management and our operationahcizleand technological

16



Case3:12-cv-04007-JSW.__Document134-9__Filed05/31/13_Page21 of 51

Table of Contents

infrastructure. As of December 31, 2012, approx@lyaB5% of our employees had been with us fortleas one year and approximately 70%
for less than two years. We have implemented cedast reduction initiatives to better align oueming expenses with our revenue, inclus
reducing our headcount, rationalizing our produpgeline, reducing marketing and technology expemdi and consolidating certain facilities,
and we plan to continue to manage costs to bettbnere efficiently manage our business. Howeverpwst continue to expend significant
resources to identify, hire, integrate, developtinabe and retain a large number of qualified empés. Our cost reduction initiatives could
negatively impact our ability to hire and retairyl@mployees. If we fail to effectively manage oirirty needs, successfully integrate our new
hires and retain key employees, our ability to targ launching new games and enhance existing ganodsding in each case on mobile, and
to expand our With Friends Network, could suffer.

To effectively manage our business and operatiwasyill need to continue to focus on spending digant resources to improve our
technology infrastructure, our operational, finaheind management controls, and our reporting systnd procedures by, among other thi

e monitoring and updating our technology infrastruetto maintain high performance and minimize doimet

e enhancing information and communication systementure that our employees and offices around thikwaece well-coordinated
and can effectively communicate with each othed;

« enhancing our internal controls to ensure timely accurate reporting of all of our operatio

These enhancements and improvements will requpiat@xpenditures and allocation of valuable mamagnt and employee resources. In
addition, we cannot be sure that the cost redudtibiatives will be as successful in reducing ouerall expenses as expected or that addition
costs will not offset any such reductions. If opemating costs are higher than we expect or if waat maintain adequate control of our costs
and expenses, our operating results will suffer.

Our core values of focusing on our players first dracting for the long term may conflict with the sht-term interests of our business.

One of our core values is to focus on surprising) @slighting our players, which we believe is etis¢to our success and serves the |
long-term interests of Zynga and our stakeholdEngrefore, we have made in the past and we may iake future, significant investments
or changes in strategy that we think will beneiit players, even if our decision negatively impaxts operating results in the short term. For
example, in late 2009 and in 2010 we reduced inggadvertising offers in order to improve playerex@nce. This decrease in in-game offers
led to a reduction of advertising revenue in 204@@mpared to 2009. Our decisions may not restitéong-term benefits that we expect, in
which case the success of our games, businesganatiog results could be harmed.

If we lose the services of our founder and Chief&outive Officer or certain other members of our §enmanagement team, we may not
able to execute our business strategy.

Our success depends in a large part upon the ceatiservice of our senior management team. Inqodatti, our founder and Chief
Executive Officer, Mark Pincus, is critical to otision, strategic direction, culture, products &mchnology. We do not maintain key-man
insurance for Mr. Pincus or any other member ofsamior management team. The loss of our foundiCénef Executive Officer or certain
other members of senior management could harmusinéss.

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

Our ability to compete and grow depends in large ga the efforts and talents of our employeeshStraployees, particularly game
designers, product managers, engineers and exesutire in high demand, and we
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devote significant resources to identifying, retingj, hiring, training, successfully integratingdaretaining these employees. We have
historically hired a number of key personnel thdoagquisitions, and as competition with other gawmpanies for attractive target companie:
with a skilled employee base increases, we may isigmificant expenses in continuing this practitlee loss of talented employees or the
inability to hire skilled employees as replacemeatsid result in significant disruptions to our mess, and the integration of replacement
personnel could be time-consuming and expensivecanse additional disruptions to our business elfd@ not succeed in recruiting, retaining,
and motivating our key employees to achieve a kaghl of success or if we do not attract new kengpenel, we may be unable to grow our
business or execute our business strategy andeasils, our revenue and profitability may decliiée believe that two critical components of
our success and our ability to retain our best {[geape our culture and our competitive compensaiiaatices. As we continue to develop the
infrastructure of a public company, we may findifficult to maintain our entrepreneurial, executifncused culture. In addition, some of our
employees may have been motivated to work for usrbgxpectation that our Class A common stock wbalttading at a higher value and
may be less motivated by the equity compensatien téceive as a result. Competitors may leverageesulting disappointment as a tool to
recruit talented employees. Despite this, manyuofemployees may still be able to receive signifigaroceeds from sales of our equity in the
public markets, which may reduce their motivatiortontinue to work for us. In addition, there mégoabe disparities of wealth between those
of our employees whom we hired prior to our inipablic offering in December 2011 and those whaoedi us after we became a public
company, which may harm our culture and relationsrag employees. We have recently experiencediattidt higher levels than we have in
the past, in part as a result of our transitioa public company. In addition, we have recentlyureignplementing certain cost reduction
initiatives to better align our operating expenséh our revenue, including reducing our headcoand these cost reduction initiatives could
negatively impact our ability to hire and retairyl@mployees.

An increasing number of individuals are utilizingaVices other than personal computers to accesdtibernet, 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 Intermegsitgh devices other than a personal computer, asisimart phones, tablets,
televisions and set-top box devices, has incredsmdatically, and we believe this trend is likedycontinue. The generally lower processing
speed, power, functionality and memory associatiitl these devices make playing our games through davices more difficult and the
versions of our games developed for these deviegsnot be compelling to players. In addition, edelice manufacturer or platform provider
may establish unique or restrictive terms and dats for developers on such devices or platformnsl, our games may not work well or be
viewable on these devices as a result. To expanbusiness, we will need to support a number efralttive devices and technologies. Once
developed, we may choose to port or convert a gatoeseparate versions for alternative devices different technological requirements. As
new devices and new mobile platforms or updatgdaiiorms are continually being released, we maypanter problems in developing
versions of our games for use on these alterndtivices and we may need to devote significant ressuo the creation, support and
maintenance of such devices and platforms. If veeuarable to successfully expand the platforms awitds on which our games are available
or if the versions of our games that we creataf@rnative platforms and devices are not compelinour players, our business will suffer.

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

Continuing to expand our business to attract pRirecountries other than the United States istealrelement of our business strategy.
An important part of targeting international masket developing offerings that are localized anst@mized for the players in those markets.
We have a limited operating history as a comparigioe of the United States. We expect to contioudetvote significant resources to
international expansion through acquisitions, statdishment of additional offices and developnsutiios, and increasing our foreign
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language offerings. Our ability to expand our basgiand to attract talented employees and playeuns increasing number of international
markets will require considerable management attersind resources and is subject to the parti@ilalienges of supporting a rapidly growing
business in an environment of multiple languagelures, customs, legal systems, alternative déspystems, regulatory systems and
commercial infrastructures. We have experiencefitdifies in the past and have not been successhll the countries we have entered. We
may not be able to offer our games in certain agemtExpanding our international focus may subjecto risks that we have not faced before
or increase risks that we currently face, includisgs associated with:

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

» competition from local game makers with intelle¢toperty rights and significant market sharehioge markets and with a better
understanding of player preferenc

« utilizing, protecting and enforcing our intellectyaoperty rights

* negotiating agreements with local distribution foans that are sufficiently economically benefidialus and protective of our
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 us
from fraud;

» compliance with applicable foreign laws and regata, 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

e currency exchange rate fluctuatio

» protectionist laws and business practices thatrflogal businesses in some countr

» foreign tax consequence

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

e political, economic and social instabilit

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

» trade and tariff restriction:

Entering new international markets will be expeasiour ability to successfully gain market accep#ain any particular market is uncertain,
and the distraction of our senior management teartdcdrarm our business.

Competition within the broader entertainment induigtis intense and our existing and potential plagamay 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 entertainmentogtsoiOther forms of entertainment, such as offliraglitional online, personal computer
and console games, television, movies, sports, Ridthe Internet, are
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much larger and more well-established markets aad e perceived by our players to offer greateiewaraffordability, interactivity and
enjoyment. These other forms of entertainment céenfoe the discretionary time and income of oulypla. If we are unable to sustain
sufficient interest in our games in comparisontteeo forms of entertainment, including new formenfertainment, our business model ma
longer be viable.

Competition in the social game industry is intense.

The social game industry is highly competitive arelexpect more companies to enter the sector anides range of social games to be
introduced. Our competitors that develop social ggfor social networks vary in size and include pamnies such as Electronic Arts Inc.,
DeNA Co. Ltd. (Japan), The Walt Disney Company,v@tstar, Inc., Vostu, King.com and Wooga. In additionline game developers and
distributors who are primarily focused on spedifiternational markets, such as Tencent Holdingsteithnin Asia, and high-profile companies
with significant online presences that to date hasedeveloped social games, such as Facebook, &g and Microsoft Corporation, may
decide to develop social games. Some of theserdwuanel potential competitors have significant resesi for developing or acquiring
additional games, may be able to incorporate th&ir strong brands and assets into their games,davare diversified set of revenue sources
than we do and may be less severely affected hygesin consumer preferences, regulations or dieglopments that may impact the online
social game industry. In addition, we have limieegberience in developing games for mobile and giteforms and our ability to succeed on
those platforms is uncertain. As we continue toodesignificant resources to developing gameshosé platforms, we will face significant
competition from established companies, includifectonic Arts Inc., GREE International, Inc., DeNBameloft SA, Glu Mobile Inc.,

Disney and Rovio Mobile Ltd. We expect new mobile¥xge competitors to enter the market and existimgpatitors to allocate more resources
to develop and market competing games and appulicati

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

Paying players purchase virtual goods in our gameesause 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 Faceb@edits and/or Facebook’s localirency based payments, or by various actionsithatke it
the games including offering discounts for virtgabds, giving away virtual goods in promotions miding easier non-paid means to secure
these goods. If we fail to manage our virtual eeonigs properly, players may be less likely to pusehairtual goods and our business may
suffer.

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

Virtual goods in our games have no monetary valuside of our games. Nonetheless, some of our fayay make sales and/or
purchases of our virtual goods, suctZgaga Pokewirtual poker chips, through unauthorized thirdtpaellers in exchange for real currency.
These unauthorized transactions are usually arcaogéehird-party websites and the virtual goodetl may have been obtained through
unauthorized means such as exploiting vulneradslith our games or from scamming our players veike foffers or virtual goods or other
game benefits. We do not generate any revenuetfiese transactions, or have any control over tiemordingly, these unauthorized
purchases and sales from third-party sellers coneéde our revenue and profit growth by, among rothiegs:

» decreasing revenue from authorized transact

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

e increasing costs we incur to develop technologivehsures to curtail unauthorized transacti
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* generating legal claims relating to the diminutidrvalue of our virtual goods; ar
* increasing customer support costs to respond satiédied players

To discourage unauthorized purchases and salag efrtual goods, we state in our terms of serti the buying or selling of virtual
currency and virtual goods from unauthorized thoedty sellers may result in bans from our gamesgaaielgal action. We have banned players
as a result of such activities. We have also fifasuits against third parties attempting to “selftual goods from our games, particularly
poker chips fronZynga Poker outside of our games. We have also employed tdapical measures to help detect unauthorized acions.

If we decide to implement further restrictions dayers’ ability to transfer virtual goods, we magé players, which could harm our financial
condition and results of operations.

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

Unrelated third parties have developed, and matirnosmto develop, “cheating” programs that enaltdggrs to exploit vulnerabilities in
our games, play them in an automated way or oltaiair advantages over other players who do pladyfahese programs harm the
experience of players who play fairly and may disthe virtual economies of our games. In additimrelated third parties attempt to scam
our players with fake offers for virtual goods ¢her game benefits. We devote significant resoueeliscover and disable these programs
activities, and if we are unable to do so quickly operations may be disrupted, our reputation dgmi@nd players may stop playing our
games. This may lead to lost revenue from payiagegrk, increased cost of developing technologiessures to combat these programs and
activities, legal claims relating to the diminutionvalue of our virtual currency and goods, arctéased customer service costs needed to
respond to dissatisfied players.

Our quarterly operating results are volatile andfficult to predict, and our stock price may declinewe fail to meet the expectations of
securities analysts or investor

Our bookings, revenue, traffic and operating rascdtuld vary significantly from quarter-to-quaréerd year-togear and may fail to mat
our past performance or the expectations of séesid@nalysts or investors because of a varietgabfs, some of which are outside of our
control. Any of these events could cause the markeg of our Class A common stock to fluctuatectbes that may contribute to the
variability of our operating results include thskrifactors listed in these “Risk Factors” and thetdrs discussed in the section titled
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations — Factors AfifecOur Performance.”

In particular, we recognize revenue from the séleuo virtual goods in accordance with U.S. GAAMieh is complex and based on our
assumptions and historical data with respect ta#he and use of various types of virtual goodshénevent that such assumptions are revisec
based on new data or there are changes in theib&@tmix of virtual goods sold due to new gameadntctions, reduced virtual good sales in
existing games or other factors or there are claimgeur 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€iahdition and Results of Operations—Critical Acctiug Policies—Revenue
Recognition” in this Annual Report on Form 10-K.

Given our short operating history and the rapidigleing social game industry in which we operatey; bistorical operating results may
not be useful in predicting our future operatingulés. In addition, metrics we have developed os¢havailable from third parties regarding
industry and the performance of our games, inclgd@AUs, MAUs, MUUs, MUPs and ABPU may not be indiea of our financial
performance.
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We may be required to record impairment relatecbiar goodwill, intangible assets or other long-livegsets if our market capitalization
declines below our net asset value or if our finaakcperformance and/or condition deteriorates.

As of December 31, 2012, we had $724.4 milliona@ddwill, intangible assets and other long-livede#ss|f our market capitalization
continues to decline below our net asset valué aurifinancial performance and/or condition deieates, we may have to impair our goodv
intangible assets or other long-lived assets, wbad adversely impact our results of operatian fenancial position. For example, in the
third quarter of 2012, we made the decision toatiioue the development of certain games associgitbdechnology and other intangible
assets previously acquired from OMGPOP, Inc. andewerded an asset impairment charge of $95.5amillFor more information, see Note 6
- “Goodwill and Other Intangible Assetst the notes to the consolidated financial statdmirtiuded elsewhere in this Annual Report on F
10-K.

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

We regard the protection of our trade secrets, Ggpts, trademarks, trade dress, domain names thed 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 and émtion assignment agreements with our employeesamtdactors and confidentiality
agreements with parties with whom we conduct bussie order to limit access to, and disclosureuws@lof, our proprietary information.
However, these contractual arrangements and tlee stbps we have taken to protect our intelleqiugberty may not prevent the
misappropriation of our proprietary informationd®ter independent development of similar techneloby others.

We pursue the registration of our domain namesyrgiuts, trademarks, and service marks in the dn8tates and in certain locations
outside the United States. We are seeking to grotedrademarks, copyrights, patents and domaimesan multiple jurisdictions, a process
that is expensive and tineensuming and may not be successful or which we moaypursue in every location. We may, over timerease ou
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 Leamjth America Invents Act (the “Leahy-Smith Acttlas adopted in September 2011. The
Leahy-Smith Act includes a number of significantieges to United States patent law, including promsthat affect the way patent
applications will be prosecuted, which could beidetntal to investors, and may also affect patiéigekion. The United States Patent and
Trademark Office is currently developing regulai@nd procedures to govern administration of thehiyeSmith Act, and many of the
substantive changes to patent law associated dtheahy-Smith Act will not become effective umMiirch 2013. Accordingly, it is not clear
what, if any, impact the Leahy-Smith Act will hawe the operation of our business. However, the {€&hith Act and its implementation
could increase the uncertainties and costs suriogrkle prosecution of our patent applications #edenforcement or defense of our issued
patents, all of which could harm our business.

Litigation may be necessary to enforce our intéllatproperty rights, protect our trade secretdetermine the validity and scope of
proprietary rights claimed by others. Any litigatiof this nature, regardless of outcome or meoitja result in substantial costs, adverse
publicity or diversion of management and technieaburces, any of which could adversely affectbusiness and operating results. If we fail
to maintain, protect and enhance our intellectwaperty rights, our business and operating resuitg be harmed.

We are, and may in the future be, subject to inéellual 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 expefade in the future, allegations that we have imfeid the trademarks, copyrights,
patents and other intellectual property rightshirick parties, including from our
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competitors, non-practicing entities and former Ey@rs of our personnel. Patent and other intellEqgbroperty litigation may be protracted
and expensive, and the results are difficult taljaote As the result of any court judgment or setét we may be obligated to cancel the launc
of a new game, stop offering a game or certairufeatof a game, pay royalties or significant setélat costs, purchase licenses or modify our
games and features, or develop substitutes.

In addition, we use open source software in ouregaand expect to continue to use open source geffwahe future. From time to time,
we may face claims from companies that incorpospen source software into their products, claindngership of, or demanding release of,
the source code, the open source software andfivatiee works that were developed using such safyor otherwise seeking to enforce the
terms of the applicable open source license. Thleéms could also result in litigation, requiretogpurchase a costly license or require us to
devote additional research and development resetwoehange our games, any of which would havegathe effect on our business and
operating results.

Although we do not believe that the final outcoriégntellectual property litigation and claims tha¢ currently face will have a material
adverse effect on our business, our expectatiolysnoiaprove to be correct. Even if these matteraataesult in litigation or are resolved in
our favor or without significant cash settlememitgse matters, and the time and resources necdedaiyate or resolve them, could harm our
business, operating results, financial conditieputation or the market price of our Class A comrstock.

We are involved in legal proceedings that may reésnladverse outcomes.

We may be involved in claims, suits, governmengestigations, and proceedings arising in the orglicaurse of our business, including
actions with respect to intellectual property clgjrprivacy, data protection or law enforcement aerafttax matters, labor and employment
claims, commercial claims, as well as stockholdgivétive actions, class action lawsuits, and othatters. Such claims, suits, government
investigations, and proceedings are inherently iaiteand their results cannot be predicted witttagety. Regardless of the outcome, such
legal proceedings can have an adverse impact beasise of legal costs, diversion of managemenbtrea personnel, and other factors. In
addition, it is possible that a resolution of omemmre such proceedings could result in liabilggnalties, or sanctions, as well as judgments,
consent decrees, or orders preventing us fromionffeertain features, functionalities, productsservices, or requiring a change in our
business practices, products or technologies, wddcifd in the future materially and adversely affear business, operating results, and
financial condition. See the section titled “Led#dtters” included in Note 13 — “Commitments and @ogencies” in the notes to the
consolidated financial statements included elseafrethis Annual Report on Form 10-K.

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

Our games may contain errors, bugs, flaws or ctedugdata, and these defects may only become apdtentheir launch, particularly
as we launch new games and rapidly release newrésatio existing games under tight time constraivis believe that if our players have a
negative experience with our games, they may Iseifetined to continue or resume playing our ganragcommend our games to other
potential players. Undetected programming errcase vulnerabilities that may be exploited by chreptirograms and other forms of
misappropriation, game defects and data corrugiaondisrupt our operations, adversely affect thieegaxperience of our players by allowing
players to gain unfair advantage, misappropriat®e&i goods, harm our reputation, cause our playessop playing our games, divert our
resources and delay market acceptance of our gamgsf which could result in legal liability to s harm our operating results.
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Evolving regulations, industry standards and pramtis by platform providers concerning data privacuéd 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& the foreseeable future. Practices
regarding the collection, use, storage, transmisaial security of personal information by companiesrating over the Internet and mobile
platforms are under increased public scrutiny, ewidl claims alleging liability for the breach ofth privacy have been asserted against us. Tl
U.S. government, including the Federal Trade Corsimis the Department of Commerce and the U.S. Gasgare continuing to review the
need for greater regulation for the collectionrdbrmation concerning consumer behavior on therhatie including regulation aimed at
restricting certain targeted advertising practiddgre is also increased attention being givehéacbllection of data from minors. For instance
the Children’s Online Privacy Protection Act re@sitompanies to obtain parental consent beforeatwify personal information from children
under the age of 13. In addition, the European Whias proposed reforms to its existing data primedegal framework, which may result in a
greater compliance burden for companies with useEsirope. Various government and consumer ageheies also called for new regulation
and changes in industry practices.

We began operations in 2007 and have grown rapidhile our administrative systems have developedihg, during our earlier history
our practices relating to intellectual propertytadarivacy and security, and legal compliance matyhave been as robust as they are now, anc
there may be unasserted claims arising from thiegehat we are not able to anticipate. In additiour business, including our ability to
operate and expand internationally, could be a@eeffected if laws or regulations are adoptetkrpreted, or implemented in a manner that
is inconsistent with our current business practargsthat require changes to these practices gsigrl of our website, games, features or our
privacy policy. In particular, the success of ousimess has been, and we expect will continue tdrden by our ability to responsibly use the
data that our players share with us. Thereforepasiness could be harmed by any significant chamggplicable laws, regulations or indus
practices or the requirements of platform providegarding the use or disclosure of data our pagboose to share with us, age verification,
underage players or the manner in which the exgmessplied consent of consumers for such use a@salasure is obtained. Such changes
require us to modify our game features and adwegtigractices, possibly in a material manner, aag timit our ability to use the data that our
players share with us.

We process, store and use personal information atlder 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 obwusiness.

We receive, store and process personal informatiohother player data, and we enable our playesBdme their personal information
with each other and with third parties, includingtbe Internet and mobile platforms. There are nmoosefederal, state and local laws around
the world regarding privacy and the storing, st@rirse, processing, disclosure and protection ksfgmal information and other player data on
the Internet and mobile platforms, the scope oftWhire changing, subject to differing interpretagicand may be inconsistent between
countries or conflict with other rules. We generalbmply with industry standards and are subjeth#oterms of our own privacy policies and
privacy-related obligations to third parties (indilog 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 privacyl data protection, to the extent reasonabl
attainable. However, it is possible that thesegalions may be interpreted and applied in a matiaris inconsistent from one jurisdiction to
another and may conflict with other rules or owgpices. Any failure or perceived failure by ustmply with our privacy policies, our
privacy-related obligations to players or otherdiparties, or our privacy-related legal obligaipar any compromise of security that results ir
the unauthorized release or transfer of persoiddigtifiable information or other player data, magult in governmental enforcement actions,
litigation or public statements against us by comsuadvocacy groups or others and could causelayens to lose trust in us, which could
have an adverse effect on our business. Additipniatthird parties we

24



Case3:12-cv-04007-JSW._Document134-9__Eiled05/31/13._Page29.0f.51

Table of Contents

work with, such as players, vendors or developgatate applicable laws or our policies, such ilmas may also put our players’ information
at risk and could in turn have an adverse effeaturbusiness.

In the area of information security and data pridé@¢ many states have passed laws requiring oatifin to players when there is a
security breach for personal data, such as the 26@&hdment to California’s Information Practiceg,A¢ requiring the adoption of minimum
information security standards that are often vigdefined and difficult to practically implemerfthe costs of compliance with these laws
increase in the future as a result of changest@mpretation. Furthermore, any failure on our partomply with these laws may subject us to
significant liabilities.

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

We are subject to a variety of laws in the Unit¢at& and abroad, including laws regarding consymmection, intellectual property,
export and national security, that are continuoesiglving and developing. The scope and interpietaif the laws that are or may be
applicable to us are often uncertain and may béicting, particularly laws outside the United Stat For example, laws relating to the liability
of providers of online services for activities béir users and other third parties are currentigdtested by a number of claims, including
actions based on invasion of privacy and othestantfair competition, copyright and trademarkimgement, and other theories based on the
nature and content of the materials searched,dh@@asted or the content provided by users. Isis likely that as our business grows and
evolves and our games are played in a greater nuofilseuntries, we will become subject to laws aegulations in additional jurisdictions.
We are potentially subject to a number of foreigd domestic laws and regulations that affect thieriig of certain types of content, such as
that which depicts violence, many of which are agubus, still evolving and could be interpreted awyw that could harm our business or
expose us to liability. In addition, certain of aasino-themed games, includifignga Poker may become subject to gambling-related rules
and regulations and expose us to civil and crimieaalties if we do not comply. We have recentlgureefforts to expand our business to
include RMG and announced a partnership agreemigémbwin.party to develop, test and operate cemeaat money online poker and casino
games in the United Kingdom. We also recently fée@dApplication for a Preliminary Finding of Suitlitly with the Nevada Gaming Control
Board. RMG is subject to stringent, complicated eapuldly changing licensing and regulatory requieats, both federally and in each state, a
well as internationally. Regulatory and legislatde/elopments, including excessive taxation, maygmt or significantly limit our ability to
enter into or succeed in RMG. Becoming familiarhnaind complying with these requirements will inagaur costs and subject our busine
greater scrutiny by regulators in many differemtsdictions.

It is difficult to predict how existing laws willdapplied to our business and the new laws to whieglmay become subject. If we are not
able to comply with these laws or regulations avéf become liable under these laws or regulatiwes;ould be directly harmed, and we may
be forced to implement new measures to reducexqasere to this liability. This may require us t@end substantial resources or to modify
our games, which would harm our business, finarmatlition and results of operations. In addititw increased attention focused upon
liability issues as a result of lawsuits and legfisk proposals could harm our reputation or otlerwmpact the growth of our business. Any
costs incurred as a result of this potential ligbtould harm our business and operating results.

It is possible that a number of laws and regulatioray be adopted or construed to apply to us itUthieed States and elsewhere that
could restrict the online and mobile industrieg)udling player privacy, advertising, taxation, camtsuitability, copyright, distribution and
antitrust. Furthermore, the growth and developno¢etectronic commerce and virtual goods may prooafls for more stringent consumer
protection laws that may impose additional burdamsompanies such as ours conducting businessgthtbe Internet and mobile devices. '
anticipate that scrutiny and regulation of our isty will increase and we will be required to devtegal and other resources to addressing
regulation. For example, existing laws or new laegarding the
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regulation of currency, banking institutions andney transmission may be interpreted to cover Mituerency, goods or payments that we
receive. If that were to occur we may be requiteddgek licenses, authorizations or approvals frelevant regulators, the granting of which
may be dependent on us meeting certain capitabtret requirements and we may be subject to additieegulation and oversight, all of
which could significantly increase our operatingtso Changes in current laws or regulations orttpmsition of new laws and regulations in
the United States or elsewhere regarding theseitaedimay lessen the growth of social game sesvaral impair our business. In addition,
some concern has been expressed in Europe andamamuntries that social gaming should be regdléo protect consumers, in particular
minors and persons susceptible to addiction taasgeimes. This concern could lead to the adoptidegislation or regulations that may
impose additional burdens upon us, prohibit ther@ffy of our games to certain users or territofii@ease our costs or require changes to oul
games.

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

Our players generally need to access the Intemtkeiraparticular Facebook and our website to plalygames. Companies and
governmental agencies could block access to Fakebaowebsite or the Internet generally for a nemdf reasons such as security or
confidentiality concerns or regulatory reasonghely may adopt policies that prohibit employeestraccessing Facebook, our website or ¢
social platforms. For example, the government efRieople’s Republic of China has blocked acceBa¢ebook in China. If companies or
governmental entities block or limit access to ack or our website or otherwise adopt policiesrieting players from playing our games
business could be negatively impacted and coultiiedhe loss or slower growth of our player base.

Our business will suffer if we are unable to sucsédly acquire or integrate acquired companies intair business or otherwise manage the
growth associated with multiple acquisition

We have acquired businesses, personnel and tegfi®io the past and we intend to continue to etaland pursue acquisitions and
strategic investments. Our ability to grow throdgture acquisitions will depend on the availabilitfysuitable acquisition and investment
candidates at an acceptable cost, our ability topsde effectively to attract these candidates hadvailability of financing to complete larger
acquisitions. Additional challenges and risks idelu

» significant competition from other game companiesh@ social game industry consolida

» the need to integrate the operations, systemsnodmies, products and personnel of each acquoetpany, the inefficiencies and
lack of control that may result if such integratisrdelayed or not implemented, and unforeseercdiffes and expenditures that
may arise in connection with integratic

« the difficulty in determining the appropriate puask price of acquired companies may lead to thengiat impairment of intangible
assets and goodwill acquired in the acquisitit

« diversion of our managem¢s attention away from our business and any diffieslencountered in the integration proc

« declining employee morale and retention issuedtiegdrom changes in, or acceleration of, compénsaor changes in
management, reporting relationships, or future peots;

» the need to implement controls, procedures anaipslappropriate for a larger public company at ganies that prior to
acquisition had lacked such controls, procedurdspaficies;

» risks associated with our expansion into new irggomal markets and doing business internationadtuding those described
under the risk factor caption “Expansion into inggional markets is important for our growth, asdwe expand internationally, we
will face additional business, politic:

26



Case3:12-cv-04007-JSW.__Document134-9__Eiled05/31/13._Page31.0f51

Table of Contents

regulatory, operational, financial and economiksijsany of which could increase our costs and misdeh growth” elsewhere in
this Annual Report on Form -K;

* in the case of foreign acquisitions, the need tegrate operations across different cultures anguages and to address the
particular economic, currency, political and regoig risks associated with specific countri

* in some cases, the need to transition operatiothplayers onto our existing or new platforms arelgbtential loss of, or harm to,
our relationships with employees, players and otepliers as a result of integration of new busses; an

» liability for activities of the acquired companyfbee the acquisition, including intellectual progyeand other litigation claims or
disputes, information security vulnerabilities, eitions of laws, rules and regulations, commenmgigputes, tax liabilities and other
known and unknown liabilities

The benefits of an acquisition or investment mayp ahke considerable time to develop, and we camnaertain that any particular
acquisition or investment will produce the intendkeshefits, which could adversely affect our bussnesd operating results. Acquisitions could
result in potential dilutive issuances of equitgeities, use of significant cash balances or irenae of debt (and increased interest expense)
contingent liabilities or amortization expenseatedl to intangible assets or write-offs of goodaiit/or intangible assets, which could
adversely affect our results of operations andelithe economic and voting rights of our stockhaddEor example, in the third quarter of
2012, we made the decision to discontinue the dewent of certain games associated with technamglyother intangible assets previously
acquired from OMGPOP and we recorded an asset impat charge of $95.5 million. For more informatisae Note 6 — “Goodwill and
Other Intangible Assets” in the notes to the cadatéd financial statements included elsewher@i;iAnnual Report on Form 10-K.

Failure in pursuing or executing new business irgtives, including RMG, could have a material adversnpact on our business and future
growth.

Our growth strategy includes evaluating, considgend effectively executing new business initiajwehich can be difficult.
Management may not properly ascertain or assesssieeof new initiatives, and subsequent eventg aitr the risks that were evaluated at
the time we decided to execute any new initiatisgtering into any new initiatives can also divaert management’s attention from other
business issues and opportunities. Failure to tffdg identify, pursue and execute new businegmtives, including RMG as discussed
below, may adversely affect our reputation, businéisancial condition and results of operation® Bélieve RMG could have risks that are
different than those associated with other neviaitives. In particular, RMG is subject to stringesamplicated and rapidly changing licensing
and regulatory requirements, both federally angdioh state, as well as internationally. Regulaaony legislative developments, including
excessive taxation, may prevent or significantlyiiour ability to enter into or succeed in RMG.ddening familiar with and complying with
these requirements will increase our costs andestubpr business to greater scrutiny by regulatonsany different jurisdictions. If our brand
becomes associated with RMG we may lose curregemaadvertisers or partners or have difficultyating new players, advertisers or
partners, which could adversely impact our business

We have begun efforts to expand our business toadadRMG and in October 2012, we entered into énpaship agreement with
bwin.party digital entertainment plc to develofsttand operate certain real money online pokercastho games in the United Kingdom. This
is our first experience with RMG and we cannot asswu that these preliminary efforts will be sussfal or result in the development or
timely launch of RMG products, if at all, or ultitedy produce any revenue. In addition, even if \tenately do launch RMG products, if we
our partners fail to comply with regulatory requirents, or if players are less satisfied than exgobaiith the games provided, or if we become
subject to excessive taxation in the U.S. or ireptfountries, we may not realize the anticipatetehits of this line of business or we may lose
players and we may curtail our efforts to enterRiMG market.
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Fluctuations in foreign currency exchange rates Waffect our financial results, which we report ib).S. dollars.

As we continue to expand our international operatiove become more exposed to the effects of fitictos in currency exchange rates.
We incur expenses for employee compensation aret offerating expenses at our non-U.S. locatiotiseiocal currency, and an increasing
percentage of our international revenue is fronygrig.who pay us in currencies other than the W#ard Fluctuations in the exchange rates
between the U.S. dollar and those other curreruciakl result in the dollar equivalent of such exgemnbeing higher and/or the dollar equive
of such foreigrdenominated revenue being lower than would be dise & exchange rates were stable. This could hanegative impact on ¢
reported operating results.

The enactment of legislation implementing changestihe 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 U.S. administration has made publi@stants indicating that it has made internatioarlreform a priority, and key
members of the U.S. Congress have conducted hsaimproposed new legislation. Recent changes3otak laws, including limitations on
the ability of taxpayers to claim and utilize fageitax credits and the deferral of certain tax déidas until earnings outside of the United
States are repatriated to the United States, dsaasehanges to U.S. tax laws that may be enactdeeifuture, could impact the tax treatmer
our foreign earnings. Due to the large and expandaale of our international business activitiey, éhanges in the U.S. taxation of such
activities may increase our worldwide effective tate and harm our financial position and resultsperations.

The intended tax benefits of our corporate structuand intercompany arrangements depend on the aggtlon of the tax laws of various
jurisdictions and on how we operate our busine

Our corporate structure and intercompany arrang&neriuding the manner in which we develop anel agr intellectual property and
the transfer pricing of our intercompany transawtjare intended to reduce our worldwide effedi@erate. The application of the tax laws of
various jurisdictions, including the United Stat@sour international business activities is subjednterpretation and depends on our ability tc
operate our business in a manner consistent witeayorate structure and intercompany arrangem&htstaxing authorities of the
jurisdictions in which we operate may challenge m@thodologies 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 corporate structure includes legal entitiesided in jurisdictions with income tax rates loweart the U.S. statutory tax rate. Our
intercompany arrangements allocate income to sntities in accordance with arm’s-length principesl commensurate with functions
performed, risks assumed and ownership of valuatrigorate assets. We believe that income taxedrbaia foreign jurisdictions at a lower
rate relative to the U.S. statutory rate will havieeneficial impact on our worldwide effective taxe.

Significant judgment is required in evaluating tax positions and determining our provision fordme taxes. During the ordinary
course of business, there are many transactionsaaoalations for which the ultimate tax determioatis uncertain. For example, our effective
tax rates could be adversely affected by earniegsgdower than anticipated in countries where w&eehlower statutory rates and higher than
anticipated in countries where we have higher wigguates, by changes in foreign currency exchaatgs or by changes in the relevant tax,
accounting and other laws, regulations, principlesg interpretations. As we operate in numerousitaiirisdictions, the application of tax la
can be subject to diverging and sometimes contliciinterpretations by tax authorities of thesesgligtions. It is not uncommon for taxing
authorities in different countries to have conftigtviews, for instance, with respect to, amongothings, the manner in which the arm’s
length

28



Case3:12-cv-04007-JSW.__Document134-9__Eiled05/31/13._Page33.0£.51

Table of Contents

standard is applied for transfer pricing purposesyith respect to the valuation of intellectuabperty. In addition, tax laws are dynamic and
subject to change as new laws are passed and texpritations of existing laws are issued or applie particular, there is uncertainty in
relation to the U.S. tax legislation in terms of fiature corporate tax rate but also in terms eflS. tax consequences of income derived fror
income related to intellectual property earned seas in low tax jurisdictions.

Our existing corporate structure and intercompargrgements have been implemented in a manner kexdés in compliance with
current prevailing tax laws. However, the tax bésefhich we intend to eventually derive could Imelermined due to changing tax laws or if
we are unable to adapt the manner in which we tpera business.

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

Our principal offices and network operations cextime located in the San Francisco Bay Area, amlarewn for earthquakes, and are
thus vulnerable to damage. We are also vulnerald@amage from other types of disasters, includmggy loss, fire, explosions, floods,
communications failures, terrorist attacks and lsimévents. If any disaster were to occur, ouritgitib operate our business at our facilities
could be impaired and we could incur significarsskes, require substantial recovery time and expegisignificant expenditures in order to
resume operations.

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

We intend to continue to make significant investtega support our business growth and may requidéiianal funds to respond to
business challenges, including the need to devetepgames and features or enhance our existingggamgrove our operating infrastructure
or acquire complementary businesses, personndkahdologies. Accordingly, we may need to engageginty or debt financings to secure
additional funds. If we raise additional funds tigb future issuances of equity or convertible delourities, our existing stockholders could
suffer significant dilution, and any new equity geties 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 covetsarelating to our capital raising
activities and other financial and operational era&ttwhich may make it more difficult for us to alot additional capital and to pursue busines:
opportunities, including potential acquisitions. Way not be able to obtain additional financingenms favorable to us, if at all. If we are
unable to obtain adequate financing or financingesms satisfactory to us when we require it, dailitg 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 thestockholders who held our stock pr
to our initial public offering, including our founder and Chief Executive Officer and our other exete officers, employees and directors
and their affiliates; this limits our other stockrders’ ability to influence corporate matters.

Our Class C common stock has 70 votes per shar€lass B common stock has seven votes per shdreurClass A common stock
has one vote per share. Mark Pincus, our Chief l#kexOfficer, beneficially owned approximately 53fthe total voting power of our
outstanding capital stock as of December 31, 28%2 result, Mark Pincus has significant influeower the management and affairs of the
company and control over matters requiring stoaéoapproval, including the election of directonsl gignificant corporate transactions, suct
as a merger or other sale of our company or owt&dslr. Pincus may hold this voting power for the
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foreseeable future, subject to additional issuan€ssock by the company or sales by Mr. Pincuss Thncentrated voting control limits the
ability of our other stockholders to influence corgte matters and could adversely affect the mamke¢ of our Class A common stock.

Future transfers or sales by holders of Class Bneomstock or Class C common stock will result ioséa shares converting to Class A
common stock, which will have the effect, over tirokincreasing the relative voting power of theseckholders who retain their existing
shares of Class B or Class C common stock. Iniaddias shares of Class B common stock are traesfer sold and converted to Class A
common stock, the sole holder of Class C commarkstdark Pincus, will have greater relative voteuntrol to the extent he retains his
existing shares of Class C common stock, and asute could in the future control a majorityooi total voting power. Mark Pincus is
entitled to vote his shares in his own interestsrmay do so.

Certain provisions in our charter documents and ueidDelaware law could limit attempts by our stocktiers 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 dmdaws may have the effect of delaying or prevantihanges in our board of directors ol
management. Our certificate of incorporation aniég include provisions that:

» establish an advance notice procedure for stockhgitbposals to be brought before an annual meetiolyiding proposed
nominations of persons for election to our boardicéctors;

» prohibit cumulative voting in the election of diters; anc
» reflect three classes of common stock, as disclaisede.
These provisions may frustrate or prevent any giterny our stockholders to replace or remove otnectt management by making it
more difficult for stockholders to replace membefrour board of directors, which is responsibledppointing the members of our
management. In addition, because we are incorgbnatBelaware, we are governed by the provisionSetaftion 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 yefmllowing the date on which the stockholder beeamn “interested” stockholder.

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

The trading price of our Class A common stock heenband is likely to continue to be, highly vdatnd could be subject to wide
fluctuations in response to various factors, sofmehich are beyond our control. Since shares of@ass A common stock were sold in our
initial public offering in December 2011 at a priwe$10.00 per share, through December 31, 2012stoak price has ranged from $2.09 to
$15.91. In addition to the factors discussed iséH®Risk Factors” and elsewhere in this Annual Repn Form 10-K, factors that may cause
volatility in our share price include:

» changes in projected operational and financialltgs

» issuance of new or updated research or reportediyities analyst:

» market rumors or press repol

* announcements related to our stock repurchasegmm

» the use by investors or analysts of t-party data regarding our business that may nateediur actual performanc
« fluctuations in the valuation of companies perceilsg investors to be comparable to
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» the activities, public announcements and finanméaformance of our commercial partners, such ashak;

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

» share price and volume fluctuations attributablatmnsistent trading volume levels of our shaaest
» general economic and market conditic

Furthermore, the stock markets have experiencedragtprice and volume fluctuations that have affééeind continue to affect the market
prices of equity securities of many companies. €fkgtuations often have been unrelated or diggtagnate to the operating performance of
those companies. These broad market and industtufitions, as well as general economic, politcal market conditions such as recessions
interest rate changes or international currenastdilations, may negatively impact the market priceur Class A common stock. In the past,
companies that have experienced volatility in tleekat price of their stock have been subject tasges class action litigation. We have been
the target of this type of litigation as descriliedhe section titled “Legal Matters’ included iroté 13 —“Commitments and Contingencies” in
the notes to the consolidated financial statem&wsurities litigation against us could resultubstantial costs and divert our management’s
attention from other business concerns, which chaltn our business.

In addition, in October 2012, we announced thatBnard of Directors authorized us to repurchasteou200 million of our Class A
common stock. The timing and amount of any stopkirehases will be determined based on market dondijtshare price and other factors.
The program does not require us to repurchasepagife number of shares of our Class A commonkstand may be modified, suspended or
terminated at any time without notice. The stogiurehase program will be funded from existing casthand. Repurchases of our Class A
common stock in the open market could result indased volatility in our stock price.

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 volatileicpéarly 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 possibiligttthird parties could change their methodolofpesalculating these metrics in the future. To
the extent that securities analysts or investosg llaeir views of our business or prospects on thiddh-party data, the price of our Class A
common stock may be volatile and may not refleetghrformance of our business.

If securities or industry analysts do not publiskesearch about our business, or publish negativeap 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 repattsecurities or industry analysts
publish about our business. We do not have any@anier these analysts. If one or more of the ystalwho cover us downgrade our share
lower their opinion of our shares, our share pwecild likely decline. If one or more of these arstdycease coverage of our company or fail tc
regularly publish reports on us, we could losebiigy in the financial markets, which could causg share price or trading volume to decline.

Future sales or potential sales of our Class A commstock in the public market could cause our shamce to decline.

If the existing holders of our Class B common stpakticularly our directors and officers, sell eganumber of shares, they could
adversely affect the market price for our Classofmon stock. Sales of
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substantial amounts of our Class A common sto¢kerpublic market, or the perception that thesessabuld occur, could cause the market
price of our Class A common stock to decline. Idiadn, certain holders of our Class B common stedkbe entitled to rights with respect to
the registration of such shares under the Secaidt@ pursuant to an investors’ rights agreeménhdse holders of our Class B common stock
by exercising their registration rights, sell agnumber of shares, they could adversely affectrthrket price of our Class A common stoc
we file a registration statement for the purpodeseting additional shares to raise capital areraguired to include shares held by these
holders pursuant to the exercise of their registnaights, our ability to raise capital may be mmed. Sales of substantial amounts of our
Class A common stock in the public market, follogvthe release of lock-up agreements or otherwistheoperception that these sales could
occur, could cause the market price of our Claseimon 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 internalrodsfor financial reporting in the future, or ifipauditors are unable to express an
opinion as to the effectiveness of our internaltoma as required pursuant to the SarbaDekey Act, investor confidence in the accuracy of
financial reports may be impacted or the marketepaf our Class A common stock could be negativapacted.

The requirements of being a public company may 8traur resources, divert management’s attention aaffiect our ability to attract and
retain qualified board members.

We are subject to the reporting requirements otheurities Exchange Act of 1934, as amended,e0EXthange Act, the Sarbanes-
Oxley Act, the Dodd-Frank Act, the listing requirents of the NASDAQ Global Select Market and othpli@able securities rules and
regulations. Compliance with these rules and regula 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, quartarg current reports with respect to our businedsoperating results.

As a result of disclosure of information in thisrral Report on Form 10-K and in our other publinds 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 dive
the resources of our management and harm our kassamel operating results.

We do not intend to pay dividends for the foreseledture.

We have never declared or paid any cash dividendsiocommon stock and do not intend to pay ank dasdends in the foreseeable
future. Any determination to pay dividends in tiiufe will be at the discretion of our board ofeditors. Accordingly, investors must rely on
sales of their Class A common stock after priceragiption, which may never occur, as the only wagetlize any future gains on their
investments.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.

ITEM 2. PROPERTIES

We own our San Francisco, California corporate faaders, an office building of approximately 6@MGquare feet. We use
approximately 480,000 square feet for our operatenmd lease most of the remainder to
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third-party, non-affiliated, tenants under leades tange in terms from month-to-month to termsulgh 2021. The San Francisco facility
currently accommodates our principal executive etlgsment, engineering, marketing, business devetopnmuman resources, finance, legal,
information technology and administrative actistie

We lease additional domestic office space in CadskCalifornia; Los Angeles, California; MountaiieW, California; Timonium,
Maryland; New York, New York; Syracuse, New Yorlkydene, Oregon; Allen, Texas; Austin, Texas; McKinneexas; and Seattle,
Washington. We lease office and data center spaCalifornia and Virginia. We lease offices for dareign operations in: Victoria, Canada;
Toronto, Canada; Beijing, China; Bielefeld-Senndist&ermany; Mainz, Germany; Bangalore, India; ylkeland; Tokyo, Japan;
Luxembourg City, Luxembourg; and Farnham, Unitedd¢iom. These additional domestic and internatitawlities total approximately
470,000 square feet, excluding restructured pragzert

We believe that our existing facilities are su#iai for our current needs. We intend to add nevlitieas and expand our existing facilities
as we add employees and expand our markets, abeligge that suitable additional or substitute gpail be available as needed to
accommodate any such expansion of our operations.

ITEM 3. LEGAL PROCEEDINGS

For a description of our material legal proceedjsg® the section titled “Legal Matters’ includadNote 13 —“Commitments and

Contingencies” in the notes to the consolidatedrfaial statements, which is incorporated by refegdrerein.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
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We use bookings to evaluate the results of ouradjmers, generate future operating plans and afiseggerformance of our company.
While we believe that this non-GAAP financial me@sis useful in evaluating our business, this imfation should be considered as
supplemental in nature and is not meant as a sufestor revenue recognized in accordance with G/&AP. In addition, other companies,
including companies in our industry, may calculadekings differently or not at all, which reducesusefulness as a comparative measure.

Adjusted EBITDAAdjusted EBITDA is a non-GAAP financial measuretth@ calculate as net income (loss), adjustedpmnvision
for) / benefit from income taxes; other income @xge), net; interest income; gain (loss) from lesg#tlements; depreciation and amortization;
stock-based expense; impairment of intangible aseettructuring charges and change in deferrezhrex. We believe that adjusted EBITDA
provides useful information to investors and othensnderstanding and evaluating our operatingltesuthe same manner as our managel
and board of directors. For a reconciliation ofinebme (loss) to adjusted EBITDA, see the seditted “—Non-GAAP Financial Measures”
Included in Item 6. Selected Consolidated Finardeta of this Annual Report on Form 10-K.

Key Operating Metrics

We manage our business by tracking several opgratétrics: “DAUs,” which measure daily active usef®ur games, “MAUSs,” which
measure monthly active users of our games, “MUW&th measure monthly unique users of our games&JPB” which measure monthly
unique payers in our games, and “ABPU,” which measour average daily bookings per average DA eheavhich 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.ddritis metric, an
individual who plays two different games on the satay is counted as two DAUs. Similarly, an indiatiwho plays the same game on two
different platforms (e.g. web and mobile) or on tifferent social networks on the same day wouldduented as two DAUs. Average DAUs
for a particular period is the average of the DAtlseach day during that period. We use DAUs asasure of audience engagement.

MAUs.We define MAUs as the number of individuals whoypld a particular game in the 30-day period endiitg the measurement
date. Under this metric, an individual who play® tfferent games in the same 30-day period is mlas two MAUs. Similarly, an
individual who plays the same game on two diffey@atforms (e.g., web and mobile) or on two différsocial networks in a 30-day period
would be counted as two MAUs. Average MAUSs for &ipalar period is the average of the MAUs at eanth-end during that period. We
use MAUs as a measure of total game audience size.

MUUs. We define MUUs as the number of unique individwelt® 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 30paaypd would be counted as a single
MUU. However, because we cannot always distinguisijue individuals playing across multiple platfe;ran individual who plays any of o
games on two different platforms (e.g., web anditepin a given 30day period may be counted as two MUUs in the etlattwe do not hav
data that allows us to de-duplicate the playeraBee many of our players play more than one garaggimen 30day period, MUUs are alwa
lower than MAUSs in any given time period. Averagé&Ms for a particular period is the average of thgW4 at each month-end during that
period. We use MUUs as a measure of total audieraeh across our network of games.

MUPs. We define MUPs as the number of unique players mhde a payment at least once during the appéigabhth through a
payment method for which we can quantify the nundfemique payers, including payers from certaimwf mobile games. MUPs does not
include payers who use certain payment methodwlitcch we cannot quantify the number of unique paykra player made a payment in our
games on two separate platforms (e.g., Facebooksandle+) in a period, the player would be courgtedwo unique payers in that period.
MUPs are presented as an average of the three siortie applicable quarter.
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ABPU.We define ABPU as (i) our total bookings in a giymriod, divided by (ii) the number of days in tpatiod, divided by, (iii) the
average DAUSs during the period. We believe that ARfPovides useful information to investors and egha understanding and evaluating
results in the same manner as our management and bbdirectors. We use ABPU as a measure of dvacmetization across all of our
players through the sale of virtual goods and athieg.

Our business model for social games is designeldatpas there are more players that play our gasoesal interactions increase and the
more valuable the games and our business becomendgdged players of our games help drive our bagskand, consequently, both online
game revenue and advertising revenue. Virtual gaoglpurchased by players who are socializing witinpeting against or collaborating w
other players, most of whom do not buy virtual gaosiccordingly, we primarily focus on bookings, DAWMAUs, MUUs, MUPs and ABPU,
which together we believe best reflect key audianetrics.

For the Three Months Ended
Dec 31, Sep 30, Jun 30, Mar 31, Dec 31, Sep 30, Jun 30, Mar 31,

2012 2012 2012 2012 2011 2011 2011 2011
(users and payers in millions;
Average DAUs 56 60 72 65 54 54 59 62
Average MAUs 29¢ 311 30¢€ 292 24C 227 22¢ 23€
Average MUUs 167 177 192 182 152 152 151 14€
Average MUP¢ 2.¢ 2.9 4.1 3.t 2.¢ 2.€ NA NA
ABPU $0.051 $0.047 $0.04¢ $0.05:¢ $0.061 $0.05¢ $0.051 $0.051

NA means data is not availab

The increase in DAUs, MAUs and MUUSs for the threentihs ended March 31, 2012 as compared to the pariwel of the prior year w.
primarily the result of the release @&stleVille, which launched in the fourth quarter of 2011 esathed seven million DAUs in two weeks,
andHidden Chronicles which launched in the first quarter of 2012. Addially we released four titles on mobile platf@rnihe increase in
DAUs for the three months ended June 30, 2012 mpared to the prior quarter was the result of negrsifromDraw Something a game we
acquired through the OMGPOP acquisition. DAUs andM decreased in the three months ended Septe@b20B2 as compared to the p
quarter, primarily due to declines in the perforcanfDraw Something The decrease in DAUs, MAUs and MUUs for the thremths ended
December 31, 2012 as compared to the prior quadsithe result of declines in web players and neglidyers. Future growth in audience ant
engagement will depend on our ability to retairrent players, attract new players, launch new gaandsxpand into new markets and
distribution platforms.

Our DAUs, MAUs and MUUs all increased in the thmeenths ended March 31, 2011, primarily due to &umth ofCityVille in
December 2010, the addition of new content to egjsjames and the launch of several mobile initésti In the third and fourth quarters of
2011, DAUs declined compared to the first two geradf the year, mainly due to a decline in plagérsur more mature games. However,
during that same period we saw an increase in Mat4sABPU as we continued to expand our reach asutiof new game launches and
improve our monetization as a result of both nemgé#aunches and increased bookings from advertising
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Other Metrics

Although our management primarily focuses on the operating metrics above, we also monitor periodic trendsin paying players of our games.
The table below shows average monthly unique payer bookings, average MUPs and unique payer bookings per unique payer for the last six
guarters. These metrics are not available for the first and second quarters of 2011 due to mobile payer data not becoming available until the third
quarter of 2011:

For the Three Months Ended
Dec 31, Sep 30, Jun 30, Mar 31, Dec 31, Sep 30, Jun 30, Mar 31,

2012 2012 2012 2012 2011 2011 2011 2011

Average monthly unique payer bookings (in thousands)(1) $72,867 $71,760 $86,282 $96,277 $90,839  $86,543 NA NA
Average MUPs (in millions) 29 29 4.1 35 29 2.6 NA NA
Monthly unique payer bookings per MUP(2) $ 25 $§ 25 $ 21 $ 28 $ 31 $ 33 NA NA

NA meansdatais not available.

(1) Average monthly unique payer bookings represent the monthly average amount of bookings for the applicable quarter that we received
through payment methods for which we can quantify the number of unique payers and excludes bookings generated from certain mobile
payersin thefirst quarter of 2012 due to our acquisition of OMGPOP late in that quarter, as well as bookings from certain payment methods
for which we cannot quantify the number of unique payers. Also excluded are bookings from advertising.

(2) Monthly unique payer bookings per MUP is calculated by dividing average monthly unique payer bookings by average MUPs.

Average monthly unique payer bookings decreased in the second and third quarters of 2012. Monthly unique payer bookings per MUP
decreased from $28 in thefirst quarter of 2012 to $21 in the second quarter of 2012, due to an increasein MUPs in our mobile games, which
generally monetize at alower rate than our web games. Monthly unique payer bookings per MUP increased to $25 in the third quarter of 2012, due
to fewer mobile MUPs. In the initial launch period of mobile games, such as the second quarter of 2012 that included the first full quarter of new
payers from Draw Something, we have seen increased MUPs due to one-time paid download fees that tend to decline in subsequent periods after
which in-game spending comprises a greater percentage of mobile bookings.

Although we monitor our unigque payer metrics, we focus on monetization, including through in-game advertising, of all of our playersand
not just our payers. Accordingly, we strive to enhance content and our players’ game experience to increase our bookings and ABPU, whichisa
measure of overall monetization across all of our players through the sale of virtual goods and advertising.

Future growth in audience and engagement will depend on our ability to retain current players, attract new players, launch new games and
expand into new markets and distribution platforms, and the success of the Zynga platform. Our operating metrics may not correlate directly to
quarterly bookings or revenue trendsin the short term.

Recent Developments

*  GameLaunches. Welaunched 22 gamesin 2012, including 11 titles on web platforms and 11 titles on mobile platforms. In the fourth

quarter of 2012, our releasesincluded Bubble Safari Ocean, CityVille 2, CoasterVille and The Friend Game on web platforms and
Ayakashi and Party Place on mobile platforms.

*  Mobile Growth. In 2012 we saw 224% and 302% year-over-year growth in bookings and revenue, respectively, on mobile platforms as

our players continued to play our games on their phones and tablets. In order to deliver on our mission of connecting the world
through games, we are also
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developing the With Friends Network, our own sogiaining network for web and mobile players. We wdlhtinue to invest
heavily in developing our mobile platform to ensore players can continue to play our games anysytaerytime

* RMG.In October 2012 we entered into an exclusive pastip agreement with bwin.party, a leading intéoral RMG operator,
to develop, test and operate certain real monap@ploker and casino games in the United Kingdora.e&pect to launch our first
RMG products in the first half of 2013, which inditable games such as slots, roulette and blacka®©ecember 2012, we filed
an Application for a Preliminary Finding of Suithtyi with the Nevada Gaming Control Boal

» Cost Reduction and Product PrioritizatioWVe have implemented cost reduction initiativesetidr align our operating expenses
with our revenue, including a reduction in forcel86 employees, or approximately 5% of our curvemtkforce, and also steps to
rationalize our product pipeline, reduce marketmgenses and consolidate certain facilities, anglae to continue to manage
costs.

e 2012 Operating Result:Our operating results declined as compared to ZDdthl bookings decreased by 1% and adjusted
EBITDA decreased by 30% compared to 2011. Thesgtsgzrimarily reflect weakness of certain gamethimiour “invest and
express” category and include an impairment chaf@95.5 million (excluding any tax impact) relatiedthe intangible assets
previously acquired in connection with our purchaS®@MGPOP.

» Facebook Agreementin June 2012, Facebook announced its plans towtisue the use of Facebook Credits and instehaffgr
pricing in local currencies. Facebook will contirntoeretain 30% of the stated price for transactiomsheir platform under the terms
of their new payments program. We expect to begimntmnsition away from Facebook Credits and topad@acebook’s local
currenc-based payments model in the first half of 2(

On November 28, 2012, we amended our agreemertd=adebook such that our use of the Facebook ptathmd any data from
Facebook on any Zynga service offered through ag@ygame page (for example, the With Friends Netyjweik be governed by
Facebook’s standard terms of service beginning arcM31, 2013. Under the current terms of servieewill be limited in our
ability to use a Facebook user’s friends list andégbook’s communication channels to promote thé \Btitends Network. In
December 2012, Facebook amended its standard téreesvice to prohibit (i) apps on the Facebookvearfrom promoting or
linking to game sites other than Facebook andh@)use of emails obtained from Facebook to proroptimk to desktop web gamr
on platforms other than Facebook. We will be prabibfrom cross-promoting traffic to games thataifered on platforms other
than Facebook from our games on Facebook. We waiilba permitted to use e-mail addresses obtaimed Fracebook to promote
desktop web games that are not on the Facebodknphatsubject to certain limited exceptions.

Beginning on March 31, 2013, we will no longer tigated to display Facebook advertising unitstdize Facebook’s payment
services (Facebook Credits and/or local-currensgthgpayments) on any Zynga game pages. We will theveght to process our
own payments, and Facebook will no longer haveitig to receive 30% of the proceeds from paymerdde on the With Friends
Network.

In addition, as of March 31, 2013, we will no lon¢pe required to use Facebook as the exclusivalgglieitform for the Zynga
properties, or be required to grant certain tidelesivities of Zynga games on the Facebook platf@aubject to certain exceptions.
However, any social game launched after March 813Dy Zynga will generally be available through facebook web site
concurrent with, or shortly following, the time $ugame is made available on another social platforenZynga property. The
addenda with Facebook will each expire in 2015.

 AMEX/Hasbro Initiatives.In 2012 we entered into two strategic initiativesteate new ways for people to play our gamebldn
2012, we launched a new program with American Esgte provide co-branded prepaid AMEX cards thiitallow customers to
receive free virtual currency for signii
up for the prepaid card and for their everyday djpen In February 2012, we announced a gl
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partnership with Hasbro that grants them the rightdevelop a wide range of toy and gaming expegsrbased on Zynga's social
games and brand

» Stock Repurchase Prograrin October 2012, our Board authorized a $200 mmlBtock repurchase program. We initiated
purchases under this program in December 2012f Becember 31, 2012, we had spent a total of $ailll®n under our stock
repurchase program to repurchase 5.0 million shafrear Class A common stock at an average prick2@6 per share; the
remaining authorized amount of stock repurchasasniay be made under this plan was $188.2 mil

Factors Affecting Our Performance

Changes in Facebook Agreemettacebook is the primary distribution, marketinggrpotion and payment platform for our social gar
We generate a significant portion of our bookingsenue and players through the Facebook platfadreapect to continue to do so for the
foreseeable future. Facebook and other platformengdly have the discretion to change their platfrterms of service and other policies v
respect to us or other developers, and those changg be unfavorable to us. On November 28, 20&2amended our agreements with
Facebook such that our use of the Facebook platfmuirany data from Facebook on any Zynga serviesenf through a Zynga game page
example, the With Friends Network) will be goveritmdFacebook’s standard terms of service beginamiylarch 31, 2013. Under the current
terms of service, we will be limited in our ability use a Facebook user’s friends list and Faceéb@oknmunication channels to promote the
With Friends Network. In December 2012, Facebookrraed its standard terms of service to prohibagps on the Facebook canvas from
promoting or linking to game sites other than Faoéband (ii) the use of emails obtained from Faoéto promote or link to desktop web
games on platforms other than Facebook. We wipidodibited from cross-promoting traffic to gameatthre offered on platforms other than
Facebook from our games on Facebook. We will ngidrenitted to use e-mail addresses obtained frarelitaok to promote desktop web
games that are not on the Facebook platform, sutgex@rtain limited exceptions. Beginning on Ma&t 2013, we will no longer be obligal
to display Facebook advertising units or utilize®@ook’s payment services (Facebook Credits amholtai-currency based payments) on any
such Zynga game pages. We will have the right é@gss our own payments, and Facebook will no lohgee the right to receive 30% of the
proceeds from payments made on the With Friende/drit

Launch of new games and release of enhanceméntsbookings and revenue results have been dhyehe launch of new games and
the release of fresh content and new featuresigtimg games. Although the amount of revenue arakings we generate from a new game or
an enhancement to an existing game can vary signiliy, we expect our revenue and bookings to beelated to the success and timely
launch of our new games and our success in refpasigaging content and 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 gaieelriven by our ability to create content andual goods that enhance the game-play
experience. Our bookings, revenue and overall firuperformance are affected by the number ofgiiapand the effectiveness of our
monetization of players through the sale of virilgabds and advertising. For example ABPU decrefisat $0.055 in the twelve months ent
December 31, 2011 to $0.050 in the twelve montldeéecember 31, 2012, which was partially duegbifhin our user base to mobile
games includindpraw Something a mobile game that increased our overall plagsepbut did not monetize as high as some of agrweb
games. In addition, mobile and international playave historically monetized at a lower level thh8. players on average. The percentag
paying mobile and international players may inceeasdecrease based on a number of factors, imgjugiowth in mobile games as a
percentage of total game audience and our ovetellriational players, localization of content amel &vailability of payment options.

Investment in game developmeht order to develop new games and enhance themoand features in our existing games, we must
invest in a significant amount of engineering arehtive resources. These
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expenditures generally occur months in advanchefaunch of a new game or the release of new oprated the resulting revenue may not
equal or exceed our development costs.

Player acquisition cost&Ve utilize advertising and other forms of playeguaisition and retention to grow and retain our plagudience.
These expenditures generally relate to the promaif;mew game launches and ongoing performancedi@sgrams to drive new player
acquisition and lapsed player reactivation. Oueetithese acquisition and retention-related prognaualy become either less effective or more
costly, negatively impacting our operating resulige to the amendment of our agreement with Fadelafective March 31, 2013, we may
incur increased player acquisition costs as ouitybd cross-promote traffic to games that areec#fl on platforms other than Facebook, for
example, games offered on our With Friends Netwaskyell as our RMG offerings with bwin.party, wik limited by Facebook’s standard
terms of service, subject to certain exceptions.

New market developmeit/e are investing in new distribution channels sashhe With Friends Network, mobile platforms, otbecial
networks and international markets to expand oachre@nd grow our business. For example, we haviinced to hire additional employees
and acquire companies with experience developingilmapplications. We have also invested resourc@degrating and operating some of
our games on additional platforms, including Goeglaixi, Tencent, and our With Friends Network. @bility to be successful will depend
on our ability to obtain users on our With Friemdkstwork , interest third-party game developersaattadvertisers and successfully extend ou
With Friends Network to mobile.

During 2012, we expanded our efforts into RMG meshey entering into an agreement with bwin.partgffer RMG products in the UK
and filing an application for Preliminary Findin§ Suitability with the Nevada Gaming Control Boawile will continue to explore RMG
options in regulated markets as well as take astiopreparation for potential legislative develants.

As we expand into new markets and distribution oles) we expect to incur headcount, marketing ahdreperating costs in advance
the associated bookings and revenue. Our finapeidbrmance will be impacted by our investmentiese initiatives and their success.

Stock-based expengerior to our initial public offering, we granted BS to our employees that generally vested uposatisfaction of
both a service-period condition of up to four yeams a liquidity event condition, the latter of wihiwas satisfied upon our initial public
offering. Because the liquidity event condition wet met until our initial public offering, priootthe fourth quarter of 2011, we had not
recorded any expense related to our ZSUs. In teevéamonths ended December 31, 2012, we recogf@d.7 million, of stock-based
expense related to ZSUs.

Hiring and retaining key personné&bur ability to compete and grow depends in large @athe efforts and talents of our employees.
During 2012, we experienced increased employegi@ttrRetaining key employees is critical to obilidy to grow our business and execute
our business strategy.

Cost of Revenue and Operating Expenses

Cost of revenuedur cost of revenue consists primarily of web hgstaind data center costs related to operatingameg, including:
depreciation and amortization; consulting costmagrily related to third-party provisioning of custer support services; certain payment
processing fees, and salaries, benefits and stasiebexpense for our customer support and infateiteams. Our infrastructure team
includes our network operations and payment platfizams. Credit card processing fees, allocatdlitiiee costs and other supporting
overhead costs are also included in cost of revenue

Research and developme@ur research and development expenses consistrflyimiasalaries, benefits and stock-based expémseur
engineers and developers. In addition, researcldanelopment expenses include outside services@msllting, as well as allocated facilities
and other supporting overhead costs. We
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million in allocated facilities and overhead costset by a $12.0 million increase in depreciat@ord amortization, and a $15.6 million
increase in consulting expense, as compared teatime period of the prior year.

2011 Compared to 201General and administrative expenses increased $23flion in 2011. The increase was primarily dttriable to
an increase of $120.9 million in stock-based corspan, mainly due to the expense recognized fddZthat vested in connection with our
initial public offering, a $41.7 million increase headcount-related expenses, a $9.8 million irser@ainformation technology costs and a
$10.0 million increase in depreciation expense. ifibeease in general and administrative expensesaiga due to a $39.3 million gain from
legal settlements that was recognized in 2010.

Interest income

Year Ended December 31 2011 to 201 2010 to 201
2012 2011 2010 % Change % Change
(in thousands)
Interest incom $4,74¢ $1,68( $1,22: 182% 37%

2012 Compared to 201Interest income increased $3.1 million in the tveetwonths ended December 31, 2012. The increase was
primarily attributable to the increase in our casld marketable securities balance driven by thease in cash flows from operations and
proceeds from our IPO in December 2011.

2011 Compared to 201Mterest income increased $0.5 million in 2011. iweease was primarily attributable to the incesisour cas
and marketable securities balance driven by thease in cash flows from operations and proceents fhe sale and issuance of shares of ou
Series C preferred stock in February 2011.

Other income (expense), net

Year Ended December 31 2011 to 201 2010 to 201
2012 2011 2010 % Change % Change
(in thousands)
Other income (expense), r $18,64" $(2,206€) $36¢ NM NM

2012 Compared to 2010ther income (expense), net increased $20.9 milfidhe twelve months ended December 31,2012 aparsd
to the same period of the prior year. The increees primarily attributable to the $19.9 million rggtin recognized on the termination of a le
of our headquarters building in connection with tlkated purchase of that building.

2011 Compared to 201Q@ther income (expense), net decreased $2.6 miti@011. The decrease was primarily attributable¢oeased
interest expense under the terms of a revolvinditegreement signed in July 2011.

(Provision for) / benefit from income taxes

Year Ended December 31 2011 to 201 2010 to 201
2012 2011 2010 % Change % Change
(in thousands)
(Provision for) / benefit from income tax $(49,877) $1,82¢ $(36,46¢) NM NM

2012 Compared to 201The provision for income taxes increased by $51illfomin the twelve months ended December 31, 2842
compared to the same period of the prior year. iftiease was attributable in part to a reductiothé pre-tax worldwide loss of $246.6
million in the twelve months ended December 31,2@E well as the cost of acquisitions, the co$tilbf implementing our international
structure, and a current year valuation allowarftsetiing a portion of our net deferred tax assets.
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Before we began forming non-U.S. operating compadiging 2010, the revenue from non-U.S. usersasased by our U.S. Company,
resulting in virtually no foreign profit before taXhe new foreign entities, as start-up compamjesgerated operating losses in 2010 and 2011,
During 2012, we completed the implementation ofiaternational structure, which resulted in a digaint loss outside of the U.S. During
2012 and 2011, the net tax impact of the lossesrgéd in tax jurisdictions with lower statutoryamthan the U.S. rate increased tax expense
and the effective tax rate.

The federal research and development tax creditezkpn December 31, 2011. On January 2, 2013Atherican Taxpayer Relief Act (
2012 was signed into law. Under this act, the feldezrsearch and development tax credit was reik@dgextended for amounts paid or
incurred after December 31, 2011 and before JanLid914. The effects of these changes in theatalill result in a 2012 tax benefit which
will be recognized in the first quarter of 2013 tuarter in which the law was enacted. We estimate2012 credit to be between $12 million
and $16 million, resulting in a tax benefit of teeme amount when recognized in the first quarter.

2011 Compared to 201The provision for income taxes decreased by $38I®min 2011. This decrease was attributablehio t
decrease in pre-tax income from $127 million inykar ended December 31, 2010 to a pre-tax [0$4@8.1 million in 2011. The decrease in
pre-tax income was primarily driven by stosised compensation expense associated with ZStigetftad in connection with our initial puk
offering. In addition, the income tax benefit agated with the loss generated in 2011 was primafiget by a valuation allowance.

Before we began forming non-U.S. operating compadiging 2010, the revenue from non-U.S. usersasased by our U.S. company,
resulting in virtually no foreign profit before taXhe new foreign entities, as start-up compamjeserated operating losses in 2011 and 2010
The tax impact of the losses generated in taxdigti®ns with lower statutory rates than the Ua&erincreased tax expense and the effectiv
rate.

Quarterly Results of Operations Data

The following tables set forth our unaudited qudyteonsolidated statements of operations datallas and as a percentage of revenue
for each of the eight quarters ended December@IL2 Zertain items may not reconcile due to rougdiWe also present other financial and
operations data, and a reconciliation of revenusotikings and net income (loss) to adjusted EBITfaAthe same periods. We have preparec
the quarterly consolidated statements of operati@ms on a basis consistent with the audited catael financial statements included in this
Annual Report on Form 10-K. In the opinion of ma@agnt, the financial information reflects all adjuents, consisting only of normal
recurring adjustments that we consider necessay fair presentation of this data. This informat&hould be read in conjunction with the
audited consolidated financial statements andaélabtes included elsewhere in this Annual Repofarm 10-K. The results of historical
periods are not necessarily indicative of the tesafl operations for a full year or any future pdri
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For the Three Months Ended
Dec 31, Sep 30, Jun 30, Mar 31, Dec 31, Sep 30. Jun 30, Mar 31,
2012 2012 2012 2012 2011 2011 2011 2011
(in thousands, except per share datz

Consolidated Statements o
Operations Data:

Online game $274,33°  $285,58° $291,54¢ $292,78( $283,91( $287,86t $263,97: $229,89¢
Advertising 36,82¢ 31,05( 40,94¢ 28,19: 27,321 18,96 15,17( 12,99:
Total Revenut 311,16! 316,63 332,49: 320,97: 311,23 306,82 279,14« 242,89(
Costs and expense
Cost of revenu 77,05¢ 90,15¢( 94,841 90,12: 104,13! 80,17( 78,07¢ 67,66:
Research and developmt 131,84 155,60¢ 171,31¢ 186,87t 444,70: 114,80¢ 95,745 71,76(
Sales and marketir 32,44¢ 36,58¢ 56,05t 56,83’ 112,22¢ 43,717 38,09¢ 40,15¢
General and administrati 32,20¢ 35,35 48,73( 72,71t 136,73: 36,39¢ 54,21¢ 27,11(
Impairment of intangible
asset: — 95,49: — — — — — —
Total costs and expens 273,55! 413,19: 370,94 406,55( 797,79¢ 275,09: 266,13¢ 206,68t
Income (loss) from operatiol 37,61( (96,559 (38,449 (85,57¢)  (486,56)) 31,73¢ 13,00¢ 36,20:
Net income (loss $(48,567) $(52,72F) $(22,81) $(85,35) $(435,00) $ 1254 $ 1,391 $ 16,75¢
Earnings per sha—basic $ (0.06) $ (©0O) $ (00 $ (012) $ (122 $ 00OC $ o0C $ 0.01
Earnings per sha—diluted $ (0.06) $ (0O)) $ (009 $ (012) $ (1229 $ 00OC $ o00C $ o0.0C
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For the Three Months Ended
Dec 31, Sep 30. Jun 30, Mar 31, Dec 31, Sep 30, Jun 30, Mar 31,
2012 2012 2012 2012 2011 2011 2011 2011
(as a percentage of revenug

Consolidated
Statements of
Operations Data:

Revenue 10C% 10C% 10C% 10C% 10C% 10C% 10C% 10C%
Costs and
expenses
Cost of revenu 25 28 29 28 33 26 28 28
Research and
developmen 42 49 52 58 142 38 34 30
Sales and
marketing 10 12 17 18 36 14 14 17
General and
administrativ 10 11 14 23 44 12 19 11
Impairment of
intangible
asset: — 30 — — — — — —
Total costs and
expense: 87 13C 112 127 25¢€ 90 95 86
Income (loss) fron
operations 13 (30 (12 (27) (15€) 10 5 14
Net income (loss (16)% (1% (7% (21)% (140)% 4% 0% 6%
For the Three Months Ended
Dec 31, Sep 30. Jun 30, Mar 31, Dec 31, Sep 30, Jun 30, Mar 31,
2012 2012 2012 2012 2011 2011 2011 2011

(dollars in thousands, except ABPU data
Other Financial and
Operations Data:

Bookings $261,26¢ $255,60¢ $301,58t $329,16: $306,50° $287,66: $274,74: $286,59¢
Adjusted EBITDA $ 45,01¢ $ 16,15« $ 65,30¢ $ 86,75: $ 67,80: $ 58,13( $ 65,08( $112,26:
Average DAUs 56 60 72 65 54 54 59 62
(in millions)
Average MAUs 29¢ 311 30¢€ 29z 24C 227 22¢ 23€
(in millions)
Average MUUs 167 177 19z 182 15¢ 152 151 14€
(in millions)
Average MUP: 2.8 2.8 4.1 3.t 2.8 2.€ NA NA
(in millions)
ABPU $ 0.05] $ 0.04% $ 0.04¢ $ 0.05¢ $ 0.06] $ 0.05¢ $ 0.05] $ 0.05]
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For the Three Months Ended

Dec 31, Sep 30. Jun 30, Mar 31, Dec 31, Sep 30. Jun 30, Mar 31,
2012 2012 2012 2012 2011 2011 2011 2011

Reconciliation of Revenue to

Bookings:
Revenue $311,16¢ $316,63° $332,49. $320,97. $311,23° $306,82¢ $279,14: $242,89(
Change in deferred reven (49,896 (61,03)) (30,905 8,19: (4,730 (19,169 (4,407 43,70¢
Bookings $261,26¢ $255,60¢ $301,58( $329,16: $306,50° $287,66. $274,747 $286,59¢
Reconciliation of Net Income (Loss

to Adjusted EBITDA:
Net income (loss $(48,56) $(52,72H) $(22,817) $(85,35) $(435,00) $ 12,54 $ 1,391 $ 16,75¢
(Provision for) / benefit from income

taxes 86,29( (43,03 6,69¢ (78) (53,03 19,72 12,257 19,22¢
Other income (expense), r 1,111 35C (21,250 1,14z 1,93: (269) (200 73€
Interest incom (1,230) (1,149 (1,089 (2,29 (457) (262) (443%) (51¢)
Gain on legal settlemen 1,15C 98t — 88¢ (2,145 — — —
Depreciation and amortizatic 33,43( 39,44« 39,20% 29,39¢ 31,26¢ 22,93¢ 23,36¢ 17,841
Impairment of intangible asse — 95,49 — — — — — —
Stoclk-based expens 14,86: 37,817 95,45¢ 133,85: 529,97 22,62« 33,11 14,50¢
Change in deferred reven (49,896 (61,03) (30,905 8,19 (4,730 (19,16¢) (4,407 43,70¢
Restructuring expens 7,86z — — — — — — —
Adjusted EBITDA $ 45,01¢ $ 16,15« $ 6530¢ $86,75: $ 67,800 $ 58,13( $ 65,08( $112,26:

Liquidity and Capital Resources

Twelve Months Ended December 31
2012 2011 2010
(in thousands)

Consolidated Statements of Cash Flows Dat:

Acquisition of property and equipme $ (98,05 $ (238,09) $ (56,839
Depreciation and amortizatic 141,47¢ 95,41« 39,48:
Cash flows provided by operating activit $ 195,76 $ 389,17. $ 326,41:
Cash flows used in investing activiti (1,496,93) (63,45%) (617,43))
Cash flows provided by financing activiti 104,81¢ 1,068,84. 351,43

As of December 31, 2012, we had cash, cash equisaded marketable securities of approximately SBbiion, which consisted of
cash, money market funds, U.S. government and gowemt agency debt securities, corporate debt sexsuaind municipal securities. For the
full year ended December 31, 2012, we made cagiénditures of $331.8 million, which included thechase and build out of our corporate
headquarters as well as investments in networkstrincture to support our growth.

In addition, in October 2012, we announced thatBaard of Directors authorized us to repurchas®o$200 million of our Class A
common stock. As of December 31, 2012, we had ofyased $11.8 million of our Class A common stocttesrour stock repurchase program
and the remaining authorized amount of stock rdmses that may be made under this plan was $18#ié@hmrhe timing and amount of any
stock
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repurchases will be determined based on marketittmmg] share price and other factors. We beliéna dur existing cash, cash equivalents
marketable securities, together with cash genefabad operations, will be sufficient to fund ourerptions and capital expenditures for at leas
the next 12 months.

Operating Activities

Operating activities provided $195.8 million of baturing the twelve months ended December 31, 284 2ur net loss of $209.5 million
in the twelve months ended December 31, 2011 isstatj to exclude non-cash items. Significant n@hdems included stock-based expense
of $282.0 million, depreciation and amortizationbd#1.5 million and impairment of intangible ass#t$95.5 million. Stock-based expense
was composed primarily of employee ZSU and stodlonexpense and decreased by $318.2 million iriviledve months ended December 31
2012 as compared to the same period of the prir giee to expense related to ZSU’s in 2011 asudtrefsour 2011 IPO. Depreciation and
amortization increased by $46.1 million as compaoeithe twelve months ended December 31, 201Tresudt of our continued investment in
property and equipment, including the purchaseuofoorporate headquarters building, and businegsisiions. Changes in our operating
assets and liabilities used $67.8 million of casthe twelve months ended December 31, 2012, pitintre to a decrease in deferred revenue
offset by increases in accounts receivable, otbseta and other liabilities. Changes in operatssg@ and liabilities provided $77.4 million of
cash during the twelve months ended December 311, Z®imarily due to increases in other liabilifideferred revenue and accounts payable
offset by a decrease in income tax receivable.

Operating activities provided $389.2 million of bhaa the year ended December 31, 2011. The cashffton operating activities
primarily resulted from our net income, adjustedrfon-cash items, and changes in our operatingsaasd liabilities. We had a net loss in the
year ended December 31, 2011 of $404.3 millionctvimicluded no-cash stock-based compensation expense of $600i@miomposed
primarily of expense associated with ZSUs thateasipon our initial public offering, stock awardsued in connection with business
acquisitions and expense associated with stockawezriand employee stock options. Nm@sh depreciation and amortization expense wag
million during 2011, an increase from prior yeang do our continued investment in property and gmeint and business acquisitions. Chal
in our operating assets and liabilities provided.gillion of cash during 2011, primarily due twieases in other liabilities, deferred revenue
and accounts payable and a decrease in incomedaivable. The increase in other liabilities wasnfiyadue to an increase of $44.5 million in
customer deposits which includes advance paymemts dertain customers and unredeemed game cardgaVbrable components of cash
provided by operating activities were partiallys#t by increases in accounts receivable and ofiseta The increases in accounts payable
the result of increased spending due to the grofvtur business. The increase in our deferred ie@md accounts receivable was primarily
due to our bookings growth in 2011, which incredsg$316.6 million from 2010. Additionally, our amants receivable balance increased as
we completed the transition of our primary in-ggmagment method to Facebook from other payment peaes, who generally remitted
payments faster. Our income tax receivable baldecesased during 2011 as we received federal ateltsix refunds. Our other assets balanc
increased primarily due to an increase in prepapgbeses, which was driven by the growth of our hess during the year.

Operating activities provided $326.4 million of has 2010, primarily from an increase in bookingich resulted in an increase in
deferred revenue of $241.4 million from 2009 to @0Additionally, growth in our business contributedncreased spending, causing an
increase in accounts payable and accrued liakilitfe102.4 million. We had net income in 2010 8% million, which included non-cash
depreciation and amortization expense of $39.5anilldriven by investments in capital equipment baodiness acquisitions we made during
2010. The favorable components of cash providedd®gyating activities were partially offset by agnease in income tax receivable of $25.3
million, an increase in excess tax benefits frootlstbased awards of $39.7 million, due to the za#ilbn of tax benefits from stock option
activity in 2010; and an increase in accounts kexd#e of $69.5 million, primarily due to our boogmgrowth. Additionally, our rate of
collection on accounts receivable was impactetiénsecond half of the year, as we began trangipoir primary ingame payment method
Facebook from other payment processors, who gdypeeahit payments faster.
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Report of Independent Registered Public Accountingrirm
The Board of Directors and Stockholders of Zynga In

We have audited Zynga Inc.’s internal control oweancial reporting as of December 31, 2012, basedriteria established in Internal
Control—Integrated Framework issued by the CommitteSponsoring Organizations of the Treadway Casgion (the COSO criteria).
Zynga Inc.’s management is responsible for maiirgieffective internal control over financial reping, and for its assessment of the
effectiveness of internal control over financigdoeting included in the accompanying Managementiaal Report on Internal Control over
Financial Reporting. Our responsibility is to exgg@n opinion on the company’s internal controlrdivencial reporting based on our audit.

We conducted our audit in accordance with the staigdof the Public Company Accounting OversightriBq&nited States). Those standards
require that we plan and perform the audit to obtaasonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal coraxe@r financial reporting, assessing the risk
that a material weakness exists, testing and etinagutihe design and operating effectiveness ofiralecontrol based on the assessed risk, anc
performing such other procedures as we considezedssary in the circumstances. We believe thadwdit provides a reasonable basis for ou
opinion.

A company'’s internal control over financial repodiis a process designed to provide reasonablesmesuregarding the reliability of financial
reporting and the preparation of financial statets:iéor external purposes in accordance with gelyesatepted accounting principles. A
company’s internal control over financial reportingludes those policies and procedures that (&ajmeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettiansactions and dispositions of the assetseofdmpany; (2) provide reasonable assurance
that transactions are recorded as necessary tatg@aparation of financial statements in accor@anwith generally accepted accounting
principles, and that receipts and expenditureb®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabsurance regarding prevention or timely detecfainauthorized acquisition, use or
disposition of the company’s assets that could lzanweterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadégjbecause of changes in conditions, or
the degree of compliance with the policies or pdaces may deteriorate.

In our opinion, Zynga Inc. maintained, in all méérespects, effective internal control over finah reporting as of December 31, 2012, base
on the COSO criteria

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the 2012
consolidated financial statements of Zynga Inc. amdreport dated February 25, 2013 expressed aqualified opinion thereon.

/sl Ernst & Young LLI
San Francisco, CA

February 25, 2013
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Report of Independent Registered Public Accountingrirm
The Board of Directors and Stockholders of Zynga In

We have audited the accompanying consolidated balsimeets of Zynga Inc. as of December 31, 2012@hd, and the related consolidated
statements of operations and comprehensive inclms®) ( stockholders’ equity (deficit) and cash fiofer each of the three years in the perioc
ended December 31, 2012. These financial stateraemthe responsibility of the Company’s managemeat responsibility is to express an
opinion on these financial statements based omodits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those standard:
require that we plan and perform the audit to abtaasonable assurance about whether the finastaieiments are free of material
misstatement. An audit includes examining, on Blasis, evidence supporting the amounts and digds in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managenenielhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements refer@alove present fairly, in all material respedts,¢onsolidated financial position of Zynga Inc.
at December 31, 2012 and 2011, and the consolidasedts of its operations and its cash flows frheof the three years in the period ended
December 31, 2012, in conformity with U.S. gengralicepted accounting principles.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), Zynga Inc.’s
internal control over financial reporting as of Betber 31, 2012, based on criteria establishedtémial Control-Integrated Framework issued
by the Committee of Sponsoring Organizations offtteadway Commission and our report dated Febr2ar2013 expressed an unqualified
opinion thereon.

/sl Ernst & Young LLI
San Francisco, California
February 25, 2013
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