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Facebook UK Limited

Strateglc report
for the year ended 31 December 2019

The directors of Facebook UK Limited (the ‘Company') present the strategic report, the director's report and the
financial statements for the year ended 31 December 2019. '

Business review and future developments

‘

The Company is engaged in the provusnon of sales support, marketmg services and engineering support to the
Facebook group (the 'Group') and acts as a reseller of advertising services to designated UK customers. There
are no future changes anticipated in the business of the Company at this time. ~

The key financial and other performance indicators during the yeaf ended 31 December 2019 'were as follows:

The Company has continued to grow during the year, resultlng in increased headcount of 38%, from 1,965 in
2018 to 2, 710 in 2019.

Gross amounts from advertisers and others amounted to £2,180.2 million during the year (2018: £1,655.9
million) which resulted in recognised revenue of £1,070.6 million (2018: £797.1 million). Business operations
continued to grow during the year which drove the increase in intercompany services and advertising réseller
revenue. Profit before tax has increaséd to £115.7 million (2018: £96.6 million). The profit for the year after tax
amounted to £87.1 m|II|on (2018: £68.1 mllllon) and has ‘been credlted to the Company's profit and loss
reserves. .

There were no new products sold by the Company and no new sennces mtroduced dunng the year that had a
matenal impact on the financial statements. ’

- Section 172(1) statement

The directors of the Company are aware of their duty under section 172 of the Companies Act 2006 to act in the
. way which they consider, in good faith, would be most likely to promote the success of the Company for the
benefit of its members as a whole and, in domg so, to have regard (amongst other matters) to:

a) the likely consequences of any decision in the long term;

b) the interests of the Company's employees; :

c) the need to foster the Company's business relationships with suppliers, customers and others;

d) the impact of the Company's operations on the community and the environment;

e) the desirability of the Company maintaining a reputation for high standards of business conduct; and
5 the need to act fairly as between members of the.Company.

As a wholly owned subsidiary of Facebook Global Holdings Il, LLC, whose ultimate parent undertaking is
Facebook, Inc., the directors of the Company do not consider the factor set out in section 172(1)(f) (the need to -
act fairly between members of the Company) is relevant to the proper dlscharge of their duty under section
172(1). :

“n dlschargmg their duty to promote the interests of the Company under section 172 of the Companies Act 2006,
the directors of the Company have regard to the above factors and stakeholder interests. These are described
below.
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Faeebook UK Limited

Strategic report (continued)
for the year ended 31 December 2019 .

~ Section 172(1) statement (continued)

Long term consequences of. busmess dec:s:ons and maintaining reputation for high standards of business
conduct .
The Company is run for the benefit of its sole shareholder, Facebook Global Holdings I, LLC, but the Company
recognises that the long term success of its business is dependent on maintaining relationships with its other
stakeholders and on the external impact of the Company'’s activities. Various policies have been -implemented
across the Group which apply to the Company. These are referred to in the ‘statement of corporate governance’
arrangements’ and-throughout the document and aim to ensure that the Company maintains its reputation for
" high standards of business conduct These policies also ensure the continued success of the Companys
business model. :

Stakeholder identiﬁcation and engagement

The Company recognises the importance of fostering strong relationships with its stakeholders in order to
create sustainable long term value. In addition to its shareholder and other companies in the Group, the
Company’s other stakeholders include its suppllers employees and customers.

‘Suppliers

The Company’s largest supplier arrangement is related.to its dlrect cost of sales for reseller activity. This
relationship is governed by a reseller agreement which the Company has in place with another group company.
The Group has specialist departments to manage external supplier-relationships and ensure that these
stakeholders are treated fairly. The Company also adheres to the Group framework of standards and
expectations to guide its supplier business relatuonshlps .

Employees :
Please refer to D|rectors report section ‘engagement with employees’ for detarl ‘concerning engagement with
employees.

Customers '

The Company acts as a reseller of advertising services to designated UK customers The Company'’s ability to
compete effectively depends upon many factors both within and beyond the Company's control, including the
ability to measure the effectiveness of its ads and to provide customers with a compelling return on their
investments. The Company performs ongoing credit evaluations of its customers.

Impact on the environment and the community - - ‘

The directors are committed to operating the Company in a sustainable way. The Company uses demanding
industry standards to realise key opportunities to make operations more sustainable by optimising its water and
energy consumptions. For example, the Company implemented the standards prescribed by the International
Organisation for Standardisation for Energy Management ('ISO') 5001 model and in 2019, ISO certified that all
of the Company's offices achieved those standards. The Company engages with the communities in which it
operates to build trust and understand the local issues that are important to them. Key areas of focus include
how the Company can support local causes and issues and help to look after the environment.
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Facebook UK Limited . ' ' . BN

Strategic report (continued)

for the year ended 31 December 2019

Principal risks and uncertainties

The principal risks and uncertarntles which the Company are confronted with are Ilmlted by the arrangements it
has in place with group companies. Such arrangements could be impacted in the event of an emergence of
competitive products or services, security and privacy breaches, reductions in user engagement, difficulties
attracting talent and the withdrawal of the United Kingdom from the European Union (‘Brexit'). Brexit could
_ adversely impact the local economy reducing advertising spend and subject the Company to increased
regulatory challenges and other adverse effects that the Company is unable to effectively anticipate.

The main risks arising from the Company's activities are as follows: .

Currency risk :
Currency risk is the risk that the fair value of future cash flows of a ﬁnancral instrument will fluctuate

because of changes in foreign exchange rates. The exposure to currency risk is monitored on an ongoing

basis.

Credit nsk
Credit risk is the risk that a counter party will not meet its objectives under a financial instrument or

. customer contract, leading to financial risk. The Board of Directors has a credit policy in place and the

exposure to credit risk is monitored on an ongoing basis.

Interest rate risk A
Interest rate risk is the risk that the fair-value of future cash flows of a financial instrument will fluctuate-
because of changes in interest rates. The Company has no liabilities carrying interest rates at present,
however the Company does hold lease liabilities that have varying lease payments that depend on an
index or rate. The exposure to-interest rate risk is monitored on an ongoing basis.

'quurdlty risk

Liquidity risk is the risk that- the Company will encounter in realising assets or otherwrse raising funds to

 meet commitments. - The Company monitors the -risk of a. shortage of funds on a regular basis, its
. objective being to ensure sufficient funds are available to meet its obligations as they fall due. -

Economic risk
Subsequent to 31 December 2019, the COVID-19 outbreak was declared a pandemlc by the World

" Health Organization in March 2020, whlch is indicative of a condltron that did not exist at the end of the
reporting date.

During this period and up to the date of this i,'eport, the Company has continued business operations with
limited disruption and has remained engaged in performing its principal activities. As the scale and
duration of these developments remain uncertain, it is difficult to quantify the financial impact of. the
evolving situation. The Company will continue to monitor and assess but does not expect a material

. adverse impact on its ability to continue as a going concern.

By order of the board.

S

aylor

Director

Date: 3 December 2020 )
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Facebook UK Limited

Directors’ report ‘ ‘ .
for the year ended 31 December 2019 - SR

The directors present their report and the audited financial statements of the Company for the year ended 31
December 2019.

' Results and dividends ‘
Profit before tax has increased to £115.7 million (2018: £96.6 million).

No dividends will be distributed for the year ended 31 December 2019 (2018: £nil).

Directors .

- The directors who held office during the year, and up to the date of srgmng the financial statements are given
below: :
4
D W Kling
S.J S Taylor

The directors ‘and their families had no other interests in the shares of the Company or any other group
company at 31 December 2019 that require dlsclosure

' Research and development : -

¢

Research and development expenses consist primarily of personnel related costs, including salaries, benefits
and share based payment charge for engmeers and other employees engaged in the research and -
development of products and services.

The Company mcurred £521.0 million (2018 £356.2 million) in research development and engineering
expenses during the year.

Going concern

The directors have evaluated the relevant. conditions and events that are known and reasonably knowable at

- the "date that the financial statements are approved, including the current outbreak of a novel strain of
coronavirus ('COVID-19'). The spread of COVID-19, as set out in the principal risks and uncertainties section of
the strategic report on page 3, is not expected to have a material adverse impact on the Company's ability to
continue as a going concern. The directors, to the best of their.current knowledge and based on the procedures
performed, therefore consider it appropriate to contlnue to adopt the going concern basis in preparmg the

_financial statements. 4 .

Quallfying third party indemnity provisions
The Company has granted an indemnity to one or more of its directors against liability in respect of proceedings

brought by third parties, subject to.the conditions set out in section 234 of the Companies Act 2006. Such
qualifying third party indemnity provision remains in force as at the date of approving the directors’ report.
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Facebook UK Limited

Directors,' report (continued)
~ for the year ended 31 December 2019

. Directors’ responsibilities statement

The directors are responsible for preparing the strateglc report the directors' report and the ﬁnancual statements
in accordance with applicable. law and regulatlons ’

Company law requires the dlrectors to prepare financial statements for each financial year. Under that law the
directors have prepared the financial statements in accordance with applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including Financial Reporting
Standard 101 ‘Reduced Disclosure Framework’ ('FRS 101'). Under company law the directors must not approve
the audited financial statements unless they are satisfied that they give a true and fair view of the state of affairs
of the Company and of the prof it or loss of the Company for that perlod

In preparmg these financial statements, the directors are required to:

. select suitable accounting policies and then apply them consistently;

. make judgements and accounting estimates that are reasonable and prudent; '
. state whether applicable- UK accounting standards have been followed, subject to any. material

departures disclosed and explained in the financial statements; and

. prepare the financial statements on the going concern basis unless it is mappropnate to presume that the
Company will continue in busmess

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
Company and to enable them to ensure that the financial statements comply with the Companies Act 2006.
They are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps
for the prevention and detection of fraud and other irregularities. -

Engagement with employees

The Company provides regular information to employees through quarterly Company meetings where
employees can direct questions on any Company topic. In addition, there are specific business updates across
the organisation, which generally include open questions and answers. Facebook also consults with employees
through employee resource and focus groups in response to feedback captured through regular employee
surveys. o ’ .

- The Company facilitates a share incentive plan operated by Facebook, Inc. with employees of the Company
" receiving remuneration in the form of restricted ordinary shares ('RSUs') as consideration for services rendered.

All new joiners to Facebook are given access to the employee handbook as part of the on-boarding process.
The handbook includes the Facebook Equal Opportunities and Harassment Policy which applies to the full life
cycle of an employee - including recruitment, training, promotion and all other aspects of employment. The
policy also includes the Company's commitment to providing reasonable accommodation for employees with
disabilities throughout the whole employment lifecycle, including employees who may develop a dlsablllty while
employed by the Company.

o Engagementbwith stakeholders
There is active engagement with all stakeholders of the Company, including customers, suppliers, employees,

"owners, the local commumty and environment, and other stakeholders Please refer to the Section 172(1)
statement in the strategic report for further detail. :
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Facebook UK Limited

Directors" report (continued)
for the year ended 31 December 2019

Statement of corporate governance arrangements

This statement of corporate governance has been established by the board of directors of the Company, and is
intended, in conjunction with the Company's certificate of incorporation, articles of association, other corporate
documents .(as set out below) and all applicable laws, to be a flexible framework within which the board of
dlrectors may conduct its business.

The board of directors of Facebook, ‘Inc. (the 'Parent-Company') establishes broad corporate policies for the
Company (as its wholly owned subsidiary) and its other controlled entities in the Group, sets the strategic
direction for the Group and overseas management with a focus on enhancing the interests of shareholders. The
board of directors of the Parent Company are also responsible for the corporate governance of the Group
(including the Company).

As a wholly-owned subsidiary of the wider Group, the Boerd engages in regular dialogue with representatives
from the Company's parent entity. The board of directors of the Company is made up of senior employees of
Facebook, Inc., which enables the views of the wider Group to be considered as part of the directors' decision
maklng .

~ The board of directors of the Company believe it is appropriate to adopt and follow the Parent Companys
corporate governance guidelines to ensure consistency across the Group. The Parent Company is subject to

strict corporate governance procedures as a result of being listed on the NASDAQ stock exchange and forming

- part of the NASDAQ 100, which the directors of the Company are satisfied is consistent with the laws -of
England and Wales, applicable regulation and best practices in corporate governance. . .

The documents set out below form the corporate governance framework of the Company:

e Certificate of Incorporation and articles of association of the Company (1 August 2007)

e Corporate Governance Guidelines of the Parent Company (amended as of 12 May 2020)

e Amended and Restated Bylaws of the Parent Company (amended and restated 10 April 2019)

e Charter of the Audit & Risk Oversight Committee of the Board of Directors of the Parent Company (12 May
2020)

e Charter of the Compensation, Nominating & Governance Committee of the Board of Directors of the Parent
Company (30 October 2019)

e Charter of the Privacy Committee of the Board of Directors of the Parent Company (12 May 2020)

¢  Parent Company and Group approach to tax policy (updated February 2020) and the UK tax strategy for the
financial year ended 31 December 2019.

Disclosure of information to auditor

Each of the persons who are directors at the time 'when this directors' report is approved has conﬁrmed that:

. $o far as the director is aware, there is no relevant audit mformatnon of whlch the Company's auditor is
unaware, and
e the director has taken all the steps that oug'ht to have been taken as a director in order to.be aware of any

relevant audit information and to establish that the Company's auditor is aware of that information.
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| Facebook UK Limited

Directors’ report (contmued)
for the year ended 31 December 2019

Events since year end

The financial statements have been prepared based upon conditions existing at 31 December 2019 and
considers any relevant events that.occur subsequent to that date, that provide evidence of conditions that
existed at the end of the reportung period. .

Other than as described in the pnncnpal nsks and uncertalntles sectlon of the strateglc report on page 3in
relation to COVID-19, there were no other significant events between 31 December 2019 and-the date of

. approval of these financial statements affecting the Company, .which reqmre adjustment to or dlsclosure in the
financial statements. . : .

Independent auditor

In accordance with section 485 of the Companies Act 20086, the auditor will be deemed to be reappointed and,
Ernst & Young, will therefore continue in office. - '

This report was approved by the board and signed on its behélf.

lor
Director

Date: 3 December.2020
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Bullding a better
working world

: INDEt’ENDENT AUDITOR’S REPORT TO THE MEMBERS OF FACEBOOK UK LIMITED

Opinion ‘ )

~ We have audited the financial statements of Facebook UK Limited (‘the Company’) for the year ended
31 December 2019, which comprise the Statement of Comprehensive Income, the Statement of
Financial Position, the Statement of Changes in Equity and the related notes 1 to 26, including the
summary of significant accounting policies. The financial reporting framework that has been applied in

their preparation is applicable law and United Kingdom Accountmg Standards |nc|ud|ng FRS 101
“Reduced Disclosure Framework”.

In our opinion the financial statements:

e give a true and fair view of the Company's affairs as at 31 December 2019 and of its profit for
_the year then ended; . :

e have been properly prepared in accordance with United Kingdom .Generally Accepted
Accounting Practice; and . o

¢ have been properly prepared in accordance with the requirements of the Companies A(:t 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor's '
Responsibilities for the Audit of the Financial Statements section of our report. We are independent of
the Company in accordance with ethical requirements that are relevant to our audit of financial
statements in the UK, including FRC's Ethical Standard, and we have fulfiled our other ethical

‘ 5responsub|ht|es in accordance with these reqmrements

We believe that the audit evidence we have obtained is suffi C|ent and appropnate to prowde a basis for
our opinion.

Conclusnons relating to going concern
We have nothing to report in respect of the- foIIowmg matters in relation to WhICh the ISAs (UK) require
us to report to you where:

o the dlrectors use of the going concern basus of accounting in the preparatlon of the fi nanc:al
statements is not approprlate or

¢ the directors have not disclosed in the financial statements any identified material uncertainties
that may cast significant doubt about the Company’s ability to continue to adopt the going
concern basis of accounting for a period of at least twelve months from the date when the
financial statements are authorised for issue. -

Continued ../
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Building a better -
worklng world

INDEPENDENT AUDITOR’S REPORT TO THE  MEMBERS OF FACEBOOK UK LIMITED
(Contmued)

Other information

The other information comprises the information included in the annual report, other than the financial
statements and our auditor’s report thereon. The directors are responsible for the other information.

Our opinion on the financial statements does not cover the other information and; except to the extent
otherwise explicitly stated in this report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information ‘
. and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If
we identify such material inconsistencies or apparent matenal misstatements, we are required to
determine whether there is a material misstatement in the financial statements. or a material

*misstatement of the other information. If, based on the work we have performed, we conclude that there

is a materiai misstatemeht of this other information, we are required to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

e the information given in the strategic report and the directors’ report for the financial year for =

which the flnanmal statements are prepared is consistent wuth the financial statements; and

¢ - the strategic report and d|rector s report have been prepared in accordance with applicable
legal reqmrements

4
Matters on which we are requrred to report by exception

"In the light of the knowledge and understandlng of the Company and its environment obtained in the
course of the audit, we have not identified matenal misstatements in the strategic report or directors’
report. ’

We have nothing to report in respect of the foIIowmg matters in relataon to which the Compames Act’
2006 requires us to report to you if, in our opinion:

e adequate accounting records have not been kept; or
e the financial statemerifs are not iniagr.eement with the acoounting records; or
e certain disclosures of directors’ remuneration specified by law are not made; or

=)

e we have not received all the information and explanations we require for our audit.

Continued ../
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* Bullding a better
working world

INDEPENDENT AUDITOR'S REPORT. TO THE MEMBERS OF - FACEBOOK UK ' LIMITED
: (Contmued)

Responsibilities of dlrectors

As explained more fully in-the directors’ responsibilities statement set on page 5, the dlrectors are
responsible for the preparation of the financial statements and for being satisfied that they give a true
and fair view, and for such internal control as they determine is necessary to enable the preparation of
financial statements that are-free from materlal misstatement, whether due to fraud or error.

In preparing the financial statements, the dlrectors are responsible for assessing the Company’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Company or
to cease operations, or has no realistic alternative but to do so. .

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements .

A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reportmg Council's website at https: //www frc org. uk/audntorsrespon5|bllltles This descnptlon'
forms part of our auditor’s report.

Use of our report

This report is made solely to the Company’s members, as a body, in-accordance with Chapter 3 of Part
16 of the Companies Act 2006. Our audit work has been undertaken so that we might state to the
Company's members those matters-we are required to state to them in an auditor’s report and for no
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the Company and the Company s members as a body, for our audlt work, for this
report, or for the opinions we have formed. - :

wa o ‘{@W\q

Marie Treacy-
for and on behalf of
Ernst & Young Chartered Accountants and Statutory Audit Firm

Dublin
7 December 2020

Page 10



' Facebook UK Limited

Statement of comprehehsiVe income
for the year ended 31 December 2019

2019 - 2018

. Note £000 . £000 -
Reverue . . . | B ‘ 3 1,070,624 797,058
Cost of sales . . L . (30,057) _ (33,552)
. Gross profit | ' SR o ' o " 1,040,567 763,506
Administrative expenses B - . : (918,700) . - (666,843) .
Operating profit ' 5 121,867 - . 96,663
Interest receivable and similar income - 7 1,452 . 147
‘Interest payable and similar charges ) 8 " (7,614) . (210)
Profit on ordinary activitjes 'before taxation . . ' ' 115,705 ] 96,600 .
Tax on profit on ordinary activities | o - 9 (28,573)  (28,461)
Profit for the f.inancial yeer - attributable to owners - o 87,132 4 68,139
Total comprehensive income for the year - attributable to owners o ' 37,132 68,139 -

The prof it for the financial year and the accumulated profit brought forward have been included .in the _
~ Company's statement of comprehensive income reserves.. ‘ . -

Revenue and operatlng profit arose solely from continuing operations. '

The netes on pages 14 to 44 form an integral part of these ﬁnancial_statemehts.
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Facebook UK Limited

Statement of financial position
_ as at 31 December 2019

Note
Fixed assets
Intangible assets _ » » 10
Tangible assets o 1

Current assets

Debtors amounts falling due within one year 13

Debtors: amounts falling due after more than .
one year 13

- Cash and cash equivalents 14
Creditors: amounts falling dde within one

year : i ' 16
Net current'aSsets

Total assets less current liabilities

- Creditors: amounts falling due after more

than one year , a7
Provisions for liabilities _ A 18

Net assets.

Capital and reserves

Called up share capital presented. as equity 19

Retained earnings o 19

Equity shareholder's funds

. Registered number: 06331310

2019

£000

30

385,792 -

385,822

623,320

33,649
257,830

914,799

(599,557)

315,242
701,064

(316,703)
(12,538)

371,823

1

371,822
371,823

The notes on pages 14 to 44 form an iniegral part of these financial statements.

2018 "

£000

50

89,177

89,227
511,474
19,969
153,194
684,637
(459,752)

224,885

314,112

© (36,629)
- ~ (13,285)

264,198

264,197
264,198

- The financial statements on pages 11 to 44 were approved and authorised for issue by the board of dlrectors

-and were signed on its behalf by:

Director

. Date: 3 December 2020
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Facebook UK Limited

Statement of changes in equity

for the year ended 31 December 2019

At 1 January 2018

- Profit for the financial year, representing total comprehensive

income

Recharge paid to parent for share based_payment plan

Deferred tax movements (note 15)
- Reserve credit for share based payment plan

Corporation tax credit for share based payment pian

At 31 December 2018 and 1 January 2019

'Proﬁt for the financial year, representing total comprehensive

income

Recharge paid to parent for share baséd payment plan

Deferred tax movements (note 15)
Reserve credit for share based payment plan

‘ Corporétion tax credit for share based payment plan

At 31 December 2019 -

The notes on pages 14 to 44 form an integral part of these financial statements.

Page 1A3

Calle& up
share ,
capital- Equity
presented Retained shareholder's
as equity earnings funds
" £000 £000 - £000
1 ' 200,487 200,488
- 68,139 68,139
- (154,012) - (154,012)
- (3,000) (3,000)
- 145,641 - 145,641
- 6,942 . 6,942
1 . 264,197 . .264,198
- 87,132 87,132 .
- (196,090) (196,090)
- . 2,204 2,204
- 207,805 . 207,805
- 6,574 6,574
1

371,822 . 371,823




Facebook UK Limited

Notes to the financial statements
for the year ended 31 December2019

1.

General information

The principal activity of Facebook UK Limited (the ‘Company') is the provision of sales support, marketing
services and engineering support to the Facebook Group (the 'Group) and acting as a reseller of
advertising services to designated UK customers.

The financial statements for the year ended 31 December 2019 were authorised for issue in accordance -
with a resolution of the directors. The Company is a private company limited by shares and is
incorporated and domiciled in England. The registered office is located at 10 Brock Street, Regent‘ :
Place, London, NW1 3FG.

The ultimate holding company and ultimate controlling party is Facebook, Inc., a company incorporated in
Wilmington, Delaware, United States of America ('USA'). The ultimate holding company and controlling
party of the smallest and largest group of which the Company is a member, and for which consolidated
financial statements are drawn up, is Facebook, Inc. The immediate parent company of the Company is
Facebook Global Holdings Ii, LLC, a company registered in Wilmington, Delaware, USA.

" Significant accounting policies

2.1 Basis of preparation

The financial statements are presented in pound sterling (‘£'). This is also the functlonal currency of
the entity as it is the currency of the primary economic environment in which the entity operates.
* Unless otherwise stated, the financial statements have been presented in thousands (*£000°).

The financial statements have been prepared in accordance with applicable law and United Kingdom
Accounting Standards issued by the Financial Reporting Council and the Companies Act 2006.

The financial -statements comply with Financial Reporting Standard 101 'Reduced Disclosure
Framework' ('FRS 101') and the Companies Act 2006. The financial statements are prepared under
" the historical cost convention, unless otherwise stated.

FRS 101 sets out a reduced disclosure framework for a ‘qualifying entity’ as defined in FRS 101,
which addresses the financial reporting requirements and disclosure exemptions in the financial
statements of qualifying entities that otherwise apply the recognltlon measurement and dlsclosure
requirements of EU-adopted IFRS.

~ Critical accounting estimates and judgements
The preparation of financial statements in conformity with applicable law and United Kingdom
Accounting Standards requires the use of certain assumptions. It also requires management to
exercise its judgement in the process of applying the Company’s accounting policies. The areas
involving a higher degree of judgement or complexity, or areas where assumptions and estimates
are significant to the financial statements are disclosed in note 2.21.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the year in which the estimate is revised if the revision
affects only that year, or in the year of the revnsmn and future years if the rewsuon affects both
current and future years.
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Facebook UK Limited

" Notes to the financial statements

for the year ended 31 December 2019 ‘

2.

- Significant accounting policies (continued)

2.1 Basis of preparation (continued)

Going concern

The directors have evaluated the relevant conditions and events that are known and reasonably
knowable at the date that the financial statements are approved, including the current outbreak. of a
novel strain of coronavirus ('COVID-19'). The spread of COVID-19, as set out in the principal risks
and uncertainties section of the strategic report on page 3, is not expected to have a material

adverse impact on the Company’s ability to continue as a going concern. The directors, to the best

of their current knowledge and based on the procedures performed, therefore consider it appropnate
to continue to adopt the going concern basis in prepanng the fi nancual statements.

IFRS exemptions , : C
The following exemptions from the requirements of IFRS have been applied in the preparation of
these financial statements, in accordance with FRS 101:

The requirement in paragraph 38 of IAS 1, 'Presentation of financial statements' to present
comparative information requirements in respect of;

- (i) Paragraph 79(a)(iv) of IAS 1, ‘Presentation of financial statements’,

(ii) Paragraph 73(e) of IAS 16, 'Property plant and equipment’,

(iii) Paragraph 118(e) of IAS 38, 'Intangible assets'.

The following paragraphs of IAS 1, 'Presentation of financial statements'

- 10(d) (statement of cash flows),

- 10(f) (a statement of financial position as at the beglnnlng of the preceding period when an
entity applies an accounting policy retrospectively or makes a retrospective restatement of items
in its financial statements, or when it reclassifies items in its financial statements), '

- 16 (statement of compliance with all IFRS), C

_- 38A (requirement for minimum of two primary statements including cash ﬂow statements),

- 38B-D (additional comparative information),
-'40A-D (requirements for a third statement of financial position),

. = 111 (cash flow statement information), and

--134-136 (capital management disclosures). :

The requirements of IAS 7, ‘Statement of cash flows’.

Paragraph 30 and 31 of IAS 8, ‘Accounting pollc1es changes in accounting’ estimates and
errors’. B

The .requirements in IAS 24, ‘Related party disclosures’ to disclose related party transactions
entered into between two or more members of a group, provided that any subsidiary WhICh is a
party to the transaction is wholly owned by such a member.

e - The requirements of paragraphs 17 and 18A of IAS 24, ‘Related party dlsclosures

IFRS 7, ‘Financial instruments: disclosures’. _
Paragraphs 45(b) and 46 to 52 of IFRS 2, ‘Share-based payment' (details of the number and
weighted-average exercise price-of share options, and how the fair value of goods or services

- received was determined).

Paragraphs 91 to 99 of IFRS 13, 'Fair value measurement’ (disclosure of valuation techniques
and inputs used for fair value measurement of assets and liabilities)."

The requirements of the second sentence of paragraph 110 and paragraphs 113(a), 114 115,

118, 119(a) to (c), 120 to 127 and 129 of IFRS 15, ‘Revenue from contracts with customers’.

The requirements of paragraphs 130(f)(ii), 130(f)(iii), 134(d) to 134(f) and 135(c) to 135(e) of IAS'
36, 'Impairment of assets'.

The requirements of paragraph 52, 58, the second sentence of paragraph 89, and paragraphs
90, 91 and 93 of IFRS 16, ‘Leases
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2,

Significant accounting pelicies (continued)

. 241

2.2

Basis of preparation (continued)

The consolidated financial statements of Facebook, Inc. are available to the public and can be
downloaded free of charge from the Company's investor relations website, located at
http://investor.fb.com. The equivalent disclosures where required to apply the disclosure reductions
of FRS 101, are included within the Form 10-K document that contains the publlcly avallable
financial statements of Facebook Inc. .

Recent accounting pronouncements

The following new standards and amendments are effective for the first time for periods beginning
on or after 1 January 2019 :

IFRS 16, Leases
In January 2016, the IASB issued IFRS 16 '‘Leases’, ‘which sets out the principles for the

.recognition, measurement, presentation, and disclosure of leases. IFRS 16 supersedes the lease

recognition requirements of IAS 17, 'Leases'; IFRIC 4, 'Determining whether an arrangement
contains a lease'’; SIC-15, 'Operating leases --incentives’; and SIC-27, 'Evaluatmg the substance of
transactions mvolvnng the Iegal form of a lease'. :

IFRS 16 has an effectlve date of 1 January 2019. The Company has adopted IFRS 16 on 1 January
2019 using the modified retrospective method to all leases existing at the date of initial application.

The impact of the adoption of IFRS 16 is shown'in note 24.to the financial statements.

IFRIC 23, Uncertainty over Income- Tax

In June 2017, the IASB issued IFRIC 23, 'Uncertainty over income tax treatments which clarifies
how. the recognition and measurement requirements of IAS 12, ‘Income taxes’, are applied where

there is uncertainty over income tax treatments .

Other than the adoption of IFRS 16, there has been no impact to the Company from the adoptlon of - »
new standards and amendments

Revenue,

' The‘Company recognises revenue when control of the prom'lsed goods or services is transferred to

the customer, for an amount that reflects the consnderatlon the Company expects to be entitled to in
exchange for those goods or services. .

Revenue is recognised for the major business activities outllned below.
Advertiser reseller revenue

The Company acts as a reseller of advertising services to designated UK customers through a

- reseller agreement with another group company and generates revenues primarily through resale of

advertising inventory on Facebook. These revenues consist primarily of advertising revenues
generated by displaying ad products on Facebook, Instagram, Messenger, and third-party affiliated
websites or mobile applications. The Company reports advertising reseller revenue net of associated
dlrect cost of sales.

Advertiser reseller revenue compnses revenue from the. display of impression-based ads in the .
contracted period in which the impressions are.delivered. Impressions are considered delivered
when an ad is displayed to a user. The Company recognises revenue.from the delivery of action-
based ads in the period in which a user takes the action the customer contracted for.
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Significant accounting policies (continued)

22

23

24

Revenue (continued)

Services

The Company generates revenue through service agreements with another group company for the

provision of contract sales support, marketing services and engineering support to the Group. The
Company applies an output method, based on underlying financial results as agreed between

_ parties, which is considered to faithfully depict the transfer of control to the customer.

The service fee charged is based on the level of expenses incurred by the Company in the
performance of services. Where the- transaction price contains variable consideration, the Company
uses the most likely amount method in estimating revenue. These estimates are not constrained, as
the Company assesses that it is highly probable that a significant reversal of revenue will not occur.

The Company has elected to use the practical expedient under IFRS 15, ‘Revenue from, contracts
with customers’, and does not adjust the amount of promised consideration for the effects of a
significant financing component, as the Company expects that the period between the transfer of the
service and receipt of payment will be one year or less.

Research and development

Research costs are expensed in the period in which they are incurred and are presented net of any
related rebates, receivables, credits or other similar incentives once realised. The Company
currently incurs no development costs which would meet the criteria for capltallsatlon as
development expendlture under IAS 38, 'Intangible assets’.

Employee beneﬂts

Short term employee benefits
Short term employee benefits, including wages and salaries, are recognised as an expense in the
financial year in which the employees render the related service.

Pensions .

The Company operates a defined contnbutlon plan for certain employees. Contnbutlons by the
Company to a defined contribution pension scheme are recognised as an employee benefit expense
as service is received from employees. Once contributions have been paid, the Company has no
further obligations.
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2.

. S'ignificant'accounting policies (continued)

2.5 Leases

Accountlng policies applied after 1 January 2019
At the inception of a contract, the Company assesses whether a contract is, or contalns a lease
based on whether the contract conveys'the nght to control the use of an identifi ed asset for a period

" of time in exchange for consideration.

The Company has elected to apply the recognition exemptions for short-term leases that have a

lease term of 12 months or less and leases of low-value assets. The lease payments associated with -

these leases are recognlsed as an expense on a straight-line basis over the lease term. The
Company has also elected to apply the practical expedient to combine its lease and related non-
lease components on an ongoing basis to all of its underlying classes of assets, to the extent those

" non-lease components are fixed and service the underlying leased asset. In addition, the Company

has elected the practical expedient to apply a portfolio approach to certain equipment leases with
similar characteristics where the Company reasonably expect the effects on the financial statements
would not differ materially from application to the individual leases within that portfolio.

Right-of-use assets and lease liabilities are recognised at the lease commencement date. At
commencement date, the lease liability is equal to the present value of the lease payments not yet
paid, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Company’'s incremental borrowing rate. Generally, the Company uses its

, incremental borrowing rate as the discount rate. At commencement date, the right-of-use asset is

equal to the amount of the initial lease liability and the total amount of initial direct costs or lease
payments made at or pnor to commencement, less any lease incentives received.

Lease payments include fixed payments. including in-substance fixed payments,_less any:

° lease incentives received;
. _variable lease payments that depend on an index or rate;
e ' amounts expected to be peid or payable unde(r residual value guarantees;
. the exercise price of a purchase option when the Company is reasonably certain to exercise

that option; and

. payments of penalties for terminating the lease, if the lease term reflects exercising the option
to terminate. : ‘

Lease payments will also include estimates of the following costs if, as a sole result of the lease
agreement commencing, the Company is required to dismantle or remove an underlying asset,
restore the site on which it is located on, or restore the underlying asset to the condition required by
the terms and conditions of the lease, unless those costs are incurred to produce inventories. Other
costs incurred as a result of improvements made or installation of assets performed by the Company
that are subject to restoration obligations in the lease, will be accounted for as part of the cost of
those assets in accordance with IAS 37, 'Provisions, contingent liabilities and contingent assets'.

The lease liability is measured at amortised cost using the effective interest method. Right-of-use
assets are depreciated over the lesser of the end of the useful life of the asset or the lease term,
applying the straight-line method. The lease term includes periods covered by an option to extend if
the Company is reasonably certain to exercise that option, and includes periods covered by an
option to terminate if the Company is reasonably certain not to exercise that option. 'When
determining the probability of exercising such options, we consider contract-based, asset-based
entlty-based and market-based factors. .
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2.

Significant act_:eunting policies (continued)

2.5 Leases (continued)

The carrying amount of the lease liability is remeasured to reflect reassessment or lease

" modification if there is a change to the future lease payments, a change to the lease term, or a

change to the assessment of an option to purchase the underlying asset, extend a lease, or .
terminate a lease. A corresponding adjustment is made to the carrying amount of the right-of-use
asset, or is recorded in profit or loss rf the carrying amount of the nght—of—use asset has been

.- reduced to zero.

Incremental borrowing rate is defined as_the rate of interest that lessee would have to pay to borrow
over a similar term, and with a similar security, the funds necessary to obtain an asset of similar
value to the right-of-use. asset in a similar economic environment. To determine the incremental
borrowing rate, the Company considers its parent company's centralised treasury function,
guarantees, credit risk profile, lack of publicly issued debt, and positive cash flow, in combmatlon
with the specific currency and interest rate environment of the Company.

The Company's lease agreements may contain variable costs such as common area maintenance,
insurance, real estate taxes, and other variable lease costs which are expensed as incurred in the
statement-of comprehensive income. The Company’s Iease agreements do not contain any residual

value guarantees or restrictive covenants.

Accounting policies applied before 1 January 2019

The Company has applied IFRS 16 using a modified retrospéctive approach. and has elected not to
restate comparative information. As a result, the comparative information provided continues to be
accounted for in accordance with the Company’s previous accounting policies, which are outlined

below.

Operatmg Lease -1AS 17 i

The determination of whether an arrangement is (or contains) a lease is based on the substance of
the arrangement at the inception of the lease. The arrangement is, or contains, a lease if fulfiilment of
the arrangement is dependent on the use of a specific asset or assets and the arrangement conveys
a rlght to use the asset or assets, even if that nght is not explicitly specified in an ‘arrangement.

A lease is classified at the inception date as a finance lease or an operatlng lease. Leases of assets
in which a significant portion of the risks and rewards of ownership are retained by the lessor are
classified as operating leases. .

Payments made under operating leases (net of any incentives received from the Iessor) are taken to

.profit or loss on a straight-line basis over the period of the lease.

~ -Lease premiums and similar incentives that are received or paid are treated as deferred or accrued
~income and released to the profit and loss account on a straight-line basis over the lease term.

These benefits are recognised as deferred rent liabilities as they arise oyer the rent-free period and

- are shown on the statement of financial position. They are classified within current liabilities if they

will be recognised within one year or less. If not, they are presented as credltors amounts falling due
after more than one year.

When an operating lease is terminated before the lease period has expired, any payment required to

be made to the lessor by way of penalty is recognlsed as an expense in the period in which
termination takes place. .
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Significant accounting policies (eonti'nued)‘

2.6

Foreign currencies

Functional and presentational currency

The Company's functional and presentational currency is pound sterling.

_ Transactions and balances -

2.7

Monetary assets and liabilities denomlnated in foreign currencies are translated into pound sterlmg
at rates of exchange ruling at the statement of financial position date

* Non-monetary assets and ||ab|I|t|es which are measured using historic cost are translated at the

exchange rates at-the date of the initial translation and are not subsequently retranslated. Non-

. monetary assets and liabilities which are measured using fair value are translated at the exchange
" rates at the date when the fair value was determined.

Transactlons in foreign currencies are translated into pound sterlmg at the rate ruling on the date of
the transaction. : . .

Exchange gains and losses are recognised in the statement of comprehensive income.
Income tax .

Income tax on the statement of comprehensive income for the year comprises current and deferred

. tax. Income tax is recognised in the statement of comprehensive income except to the extent that it

relates to items recognised directly in equity, in which case it is recognised in equity.

Current and deferred tax is measured according to the tax rates and regulations enacted at the
reporting date.

Current tax :
Current tax is the expected tax payable or receivable on the taxable income for the year and any

“adjustment to tax payables or receivables in respect of previous years.

The Company shall offset current tax assets and current tax liabilities if the Company has a legally
enforceable right to settle the current tax assets and liabilities, the current tax assets and liabilities
relate to income taxes levied by the same taxation authority, and the Company intends to either to
settle on a net basis, or to reallse the assets and settle the |Iabl|ItIeS simultaneously.

Page 20



F‘acebook UK Limited

Notes to the financial statements

for the year ended 31 December 2019

2.

Significant'accounting policies (continued)

2.7

/
Income tax (continued)

Deferred tax

Deferred tax is provided using the statement of financial position liability method providing for
temporary differences between the carrying amounts of assets and liabilities for financial reporting
purposes and for the amounts used for taxation purposes..The amount of deferred tax provided is -
based on the expected manner of realisation or settlement of the carrying amount of assets and

. liabilities, using tax rates enacted or substantively enacted at the end of the statement of financial

2.8

position date.

A deferred tax asset is recognised only to the extent that it is probabie that future taxable profits will

'be available against which the asset can be utilised. The carrying amount of deferred tax assets is

reviewed at the end of each reporting period and reduced when it is probable that sufficient taxable
profit will not be ‘available to allow all or part of the deferred tax asset to be utilised. Unrecognised

: deferred tax assets are reassessed at the end of each reporting period and are recognised to the

extent that it is probable that sufficient taxable profit will be available to aIIow all or part of the
deferred tax asset to be utilised. .

The Company shaII offset deferred tax assets and deferred tax liabilities if the Company has a
legally enforceable right to set off current tax assets against current tax liabilities, and the deferred
tax assets and the deferred tax liabilities relate to income taxes levied by the same taxation authority
on either the same taxable entity, or different taxable entities which intend either to settle current tax

_ liabilities and assets on a net basis, or to realise the assets and settle the liabilities simultaneously,

in each future period in which significant amounts of deferred tax liabilities or assets are expected to
be settled or recovered.

Current or deferred tax assets and liabilities are not discounted.

In accordance with the requirements of IAS 12, 'Income taxes!, the Company recognises directly to
equity, deferred taxes related to the excess of the expected tax deduction for share based payments
over the cumulative remuneration expense charged to the statement of comprehensive income.

Dividends payable

Interim dividends are recorded in the financial statements in the year in which they are approved and
paid. . oo )
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Significant accounting policies (continued)

2.9 Interest receivable and similar income

Interest receivable comprises interest receivable on cash at bank and bank depbsits calculated
using the effective interest rate method, and are recognised in the statement of comprehensive
" income. .

2.10 Interest payable and s:mllar charges

Interest payable generally comprises interest payable on borrowings calculated using the effective
interest rate method, interest on lease. liabilities or interest and penalty expenses. These are
recognised in the statement of comprehensive income. .

21 Cash and cash equwalents

. Cash and cash equivalents include cash balances on hand held for the purpose of meeting short- -
‘term cash commitments, and bank deposits. Cash at bank and bank deposits earn interest at
floating rates based on daily deposit bank rates. Bank deposits are made for varying periods
depending on the immediate cash requirements of the Company and earn interest at the respectlve
deposnt interest rates. - . .

The Company together with other legal entities in the Group is a membér.of a multi-currency notional
cash pooling arrangement with a third-party bank provider. Cash balances from the Group cash
pooling arrangement are presented in cash and cash equivalents.

2.12 Intangible assets
Intangible assets are initially recognised at cost and subsequently measured at cost less any

accumulated amortisation and any accumulated impairment losses (if any). These assets are
amortlsed on a straight-line basis over their estimated useful lives.

. The estimated useful lives are as foMows:
Computer software - - 3 years

Amortisation is charged to 'administrative expenses' in the statement of comprehensive income.
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s 2.

Significant accounting policies (continued)

2.13 Tangible assets

Tangible assets, which include right of use assets, are initially recognised at cost and subsequently
stated at cost less depreciation and any accumulated impairment losses (if any). Depreciation is
provided at rates calculated to write off the cost of fixed assets, less their estimated residual value.
The cost of tangible assets include expenditure that is directly attributable to bringing the asset to the
location and condition necessary for it to be capable of operating in the manner intended by

) management.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as
appropriate, only when the cost is incurred and it is probable that future economic benefits
associated with the itemwill flow to the Company and the cost of the item can be measured reliably.
The cost of servicing of tangible fixed assets is charged to the statement of comprehensive income
during the financial period in which they are incurred.

Each part of an item of tangible assets with a cost that is significant in relation to the total cost of the
item, and which have different useful lives, are depreciated separately.

Depreciation on assets is charged using the stralght-llne method so as to allocate the cost of assets
less their residual value over their estimate useful lives, or as it relates to right of use assets, the
remaining lease term if shorter. Assets under construction are not depreciated until such time as the
assets are ready for their intended use. The estimated useful lives are as follows:

Land & buildings . - Straight line over period of the lease
Leasehold improvements - Straight line over period of the lease
Fixtures & fittings ' - S years
Office equipment - 3 years

Computer equipment - 3 years

2.14 Impairment of non-financial assets measured at cost

An impairment loss is recognised in the statement of comprehensive income.

Impairment of non-financial assets
Non-financial assets are reviewed for impairment at the end of each reporting penod or whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable. An

impairment loss is recognised for the amount by which the asset's carrying amount exceeds its

recoverable amount. The recoverable amount is the higher of an asset's fair value less costs of
disposal and value in use. Fair value less costs of disposal is determined by the amount that would
be received to sell an asset in an orderly transaction between market participants. For the purposes

‘of determining value in use, cash flows are discounted using a pre-tax discount rate that reflects

current market assessments of the time value of money and the risks specific to the asset. For the
purposes of assessing impairment, assets are grouped at the lowest levels for which there are

- separately identifiable cash flows (cash-generating units).

An assessment is made at each reporting date as to whether there is any indication- that an
impairment recognised in prior periods for an asset may no longer exist or may have decreased. If
such indication exists, the recoverable amount is estimated. An impairment recognised in prior
periods is reversed if there has been a change in the estimates used to determine the recoverable
amount since the last impairment was recognised. An impairment in value is reversed only to the
extent that the asset's carrying amount does not exceed the carrying amount that would have been
determined, net of any depreciation/amortisation, if no impairment in value had been recognised.
Reversals of impairment in value are recognised in profit or loss. After such a reversal, the
depreciation/amortisation is adjusted in future periods to allocate the asset's revised carrying
amount, less any residual value, on a systematic basis over its remaining useful life.
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2. . A Significant accounting policies (continued)
2.15 Share cépital '
Called up shares are classified as equity.
2.16 Financial instruments
(a) l;'inancial assets

Classification
The Company classifies its financial assets in the followmg measurement categories:

. Those to be measured subsequently at fair value (either -through other comprehensive
' income, or through profit or loss), and - :
. Those to be measured at amortised cost.

The classification depends 6n the 'entity's business model for managing the financial instrument and
_the contractual terms of the cash flows.

In order for a financial asset to be classified and measured at amortised cost its contractual cash
flows should ‘be solely payments of principal and interest ('SPPI') on the principal amount
outstanding and the financial assets should be held under a business model where cash flows result
from collecting contractual cash flows. Financial assets which are debt instruments are measured at
fair value through other comprehensive income where the contractual cash flows are SPPI and the
assets are managed under a business model where cash  flows result from both collecting
contractual cash flows and selling the financial assets.

For instruments measured at fair value galns and losses will either be recorded in .profit or loss or
other comprehensive income. .

The Company reclassifies debt instruments when, and only when, its business model for managlng‘
those assets changes. .

Recognitfon, measurement and derecognition
Financial assets are recognised on the statement of financial position when, and only when, the
Company becomes a party to the contractual provisions of the financial instrument.

- When financial assets are recognised initially, they are measured at fair value, plus, in the case of
financial assets not at fair value through profit and loss ('FVTPL'), directly attributable transaction
costs. A financial asset is derecognised where the contractual right to receive cash flows from the
asset has expired or have been transferred and the Company has transferred substantially all risks
and rewards of ownership. On derecognition of a financial asset in its entirety, except for those

- subsequently measured at fair value through other comprehensive income (‘'FVTOCI'), the difference
between the carrying amount and the sum of the consideration received and any cumulative gain or
loss that has been recognised directly in equity is recognised in profit or loss.

For derecognition of financial assets measured at FVTOCI, any cumulative gain or loss is
recognised in other comprehensive income. All regular way purchases and sales of financial assets
are recognised or derecognised on the trade date i.e. the date that the Company commits to
purchase or sell the asset. Regular way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the period generally established by regulatlon or
convention-in the marketplace concerned.
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‘Significant accountmg policies (contmued)

2.16 Financial instruments (centinued)

Debt instruments ' ) @

" Subsequent measurement of debt instruments depends on the entity's business model for managing
- the asset and the cash flow characteristics of the asset. All the Company's debt instruments are

measured' at amortised cost as the assets are held for collection of contractual cash flows and those

_ cash flows represent solely payments of principal and mterest

The Company's debt instruments consist of the fol|owmg

e . Amounts owed by parent and fellow subsidiary undertaklngs
. Trade debtors and other debtors -

e  Cash and cash equivalents

Impairment '

For trade debtors, including intercompany trade debtors, the entity applies the simplified approach
permitted by IFRS 9, 'Financial instruments', which requires expected lifetime losses to be
recognised from initial recognition of the debtors. ’ ’

To measure the expected credit losses, trade debtors have been grouped based on shared credit .
risk characteristics. The Company uses judgement in making assumptions around the risk of default
and expected loss rates, based on the Company's past history, existing market conditions as well as
forward looking estimates at the end of each reporting period. .

For amounts owed by parent and fellow subsidiary undertakings, the Company applies the general
approach to providing for expected credit losses, as prescribed by IFRS 9. The general expected
credit loss model under IFRS 9 requires the calculation of '12 month expected credit losses' (losses
based on defaults which are possible within 12 months of the reporting date) for financial assets,
unless the asset at the reporting date is not considered to be 'low credit risk' and is deemed to have
had a 'significant increase in credit risk' since the mltlal recognltlon in which case lifetime expected

N credit losses should be recorded.

Management consider amounts owed by parent and fellow subsidiew undertakings to have ‘low -
credit risk' when they have a low risk of default and the issuer has a strong capacity to meet its.
contractual cash flow obligations in the short term. :

(b) Financial |Iabl|lt|es

Financial liabilities at amortised cost include borrowings and trade and other creditors. These
financial instruments are initially measured at fair value, net of any transaction costs in the case of
borrowings, and subsequently measured at amortised cost using the effective interest rate.

Borrowings are classified as current liabilities (creditors due within one year), unless the Company
has an unconditional right to defer settlement of the liability for at least one year after the statement
of ﬁnancial position date. :

Financial liabilities are derecognised when the Company's obligations specified in the contract

expire, are discharged or cancelled. Interest expense is recognised using the effective mterest rate
method

(c) Offsetting of financial mstruments :

Financial assets and financial liabilities are offset, and the net amount is reported in the statement of
financial position if there is a currently enforceable legal right to offset the recognised amounts and
there is an intention to settle on a net basis, or to realise the assets and settle the ||ab|I|t|es
sumultaneously : :
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2.

Significant accounting policies (continued)

2.17 Debtors

Amounts owed by group undertakings, trade debtors and other debtors are measured initially at fair

-value, net of transaction costs, and subsequently measured at amortised cost using the effective

mterest rate method, less any impairment.

Trade debtors are amounts due from customers for goods sold or services performed in the ordinary
course of business. If collection is expected in one year or less (or in the normal operating cycle of
the business if longer), they are classified as current assets. If not, they are presented as non-
current assets..

The carrying amount of all trade and other debtors at the statement of financial posmon date
approximate their fair values.

» 2.18 Creditors

Trade creditors are obligations to pay for goods or services that have been acquired in the erdinary
course of business from suppliers. Creditors also comprise accrued expenses, deferred revenue and
various taxes payable. Creditors are classified as current liabilities if payment is due within one year

.or less (or in the normal operating cycle of the business if longer). If not, they are presented as

creditors - amouints falling due after more than one year.

Credltors are recognlsed initially at farr value and subsequently measured at amortised cost usung,
the effective mterest rate method.

The carrying amount of aII creditors at the statement of ﬁnancral position date approximate their fair
values.

2.19 Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as a
result of past events, it is probable that an outflow of resources will be required to settle the
obligation and the amount can be reliably estimated.

Provisions are' measured at the present value of the expenditures expected to be required to settle

the obligation using a pre-tax rate that reflects current market assessments of the time value of

money and the risks specific to the obligation, unless the impact of discounting is immaterial: The
increase in the provision due to passage of t|me is recognlsed as mterest expense.

The Company assesses its lease agreements for requirements to return leased prémises to their
original condition. Assessments are carried out by independent third party valuers to determine the
level of work required and to evaluate the likely cost. A provision for dilapidations is recognised over
the life of the lease for the best estimate of the cost of rectification at the end of the lease term.

. All provisions are reviewed at the end of each reporting beriod and adjusted to reflect the current

best estimate. If it is no longer probable that an outflow of resources embodying economic benefits
will be required to settle the obligations, the provisions are reversed.
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Significant accounting policies (continued)

2.20 Share based payments

Facebook, .Inc. operates a share-based compensation plan. Employees of the Company receive
remuneration in the form of equity instruments (restricted ordrnary shares 'RSUs') of its ultimate
holding company as consideration for services rendered. .

The fair value of the employee services received in exchange for the grant of the RSUs. is

recognised as an expense. The total amount to be expensed is determlned by reference to the fair
value of the RSUs granted

Non-market performance and service conditions are included in assumptions about the number of
RSUs that are expectéd to vest. The total expense is recognised over the vesting period, which is
the period over which all of the specified vesting conditions are to be satisfied.

At the end of each reporting period, the ultimate holding company revises ‘its estimates of the
number of RSUs that are expected to vest-based on the non-market vesting conditions. The
Company recognises the impact of the-revision to onglnal estimates, if any, in' the statement of -
comprehensive income. .

When the RSUs are exercised, the ultimate holding company issues new shares. The grant of equity
instruments by the ultimate holding company to the employees of the Company is treated as equity-
settled, with a corresponding increase in equity as a contribution from the ultimate holding company

The ultrmate holdmg company recharged the Company for the value of the RSUs provided to its
employees. The recharge was recorded within equity.

2.21 Critical accountlng estlmates and judgements

. Estimates and judgements are continually evaluated and are based on historical experience and
- other factors, including expectations of future events that are belleved to be reasonable under the

circumstances.

The Company makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. The estimates and judgements
that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are addressed below. .
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2,

Sighiﬁt;ant accouhting policies (continued)'

2.21 Critical accounting estimates and judgements (continued-)'

(a) Useful economic lives of tangible assets

The annual depreciation charge for tangible assets is sensitive to changes in the estimated useful

economic lives and residual values of the assets. The useful economic lives and residual values are

re-assessed annually. They are amended when necessary to reflect current estimates, based on

technological advancement, future investments, economic utilisation and the physical condition of

the assets. See note 11 for the carrying amount of the tangibles and note 2.13 for the useful -
economic lives for each class of assets.

(b) Impairment of debtors

The Company makes an estimate of the recoverable value of debtors. When assessing impairment
of debtors, -management considers factors including the credit rating of the debtor, the ageing profile
of debtors and historical experience. See note 13 for the net carrying amount of the debtors and
associated impairment provision. For other debtors (intercompany debtors), the Company applies
the simplified approach permitted by IFRS 9, which requires expected lifetime losses to be

- recognised from initial recognition of the debtor.

(c) Taxation

Determining income tax provisions involves judgements on the tax treatment of certain transactions.
Deferred tax is recognised on deductible temporary differences where it is probable that there will be
taxable income against which these can be offset. See note 9 for further details. '

(d) Provisions

The Company makes an estimate of the present value of the dilapidation provision which relates to
estimated costs to be incurred to return the currently occupied leased premises to a condition
equivalent to that prior to occupation. The Company assesses the valuation at each reporting date.
See note 18 for further details. .

(e) Critical judgements in determining the lease term

In determining the lease term, management considers all facts and circumstances that create an
economic incentive to exercise an extension option, or not exercise a termination option. Extension
options (or periods after: termination options) are only included in the lease term if the lease is
reasonably certain to be extended (or not terminated). Potential future cash outflows are included in
the lease liability if it is not reasonably certain that the leases will be extended (or not terminated).

The assessment is reviewed if a signiﬂcaht event or a significant change:in' circumstances occurs
which affects this assessment and that is within the control of the lessee.

() Incremental borrowing rate on leases

When the Company cannot readily determine the interest rate implicit in a lease, it uses an
incremental borrowing rate ('IBR') to measure lease liabilities. The Company estimates the IBR by
considering its parent company's centralised treasury function, guarantees, credit risk profile, lack of
publicly issued debt, and positive cash.flow, in combination with the specific currency and interest
rate environment of the Company.
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‘3. Revenue

Revenue is the value of the principal serwces supphed by the Company, net of value added tax. The
pnnmpal services are disclosed in note 2.2. . S

All revenue recognised relates to revenue from contracts with customers.

2019 - 2018
_ A A A £000 : £000

Advertising reseller revenue. b : : ‘ .. .71500 68,126 .
Sales support, marketing services and engineering support services N 993,124 728,932
Total revenue B - o 1,070,624 . 797,058

As detailed in note 2.2, the Company reports advertising reseller revenue and associated direct cost of
sales for reseller activity on a net basis. The table below provides a reconciliation between gross
amounts from advertisers and others with the advertising reseller and other revenue reported:

. 2019 . 2018

p £000 £000
Gross amounts billed , ‘ " 2,180,266 1,655,855
Cost of sales - reseller expense : . (1.1 09,642) (858,797)
Advertising reseller and other revenue : : ‘ | 1,070,624 797,058

Page 29



Notes to the financial statements

| Fa‘cebookAUK Limited :

for the year ended 31 December 2019

' ',4.

Employees and directors

Employee benefit expenses: "

Wages and salaries
Social welfare costs
Contributions to defined contnbutlon plan
Share based payment charges (note 21)

2019

2018

- £000 -£000

336,823 230,245

74119 . 45415

15,267 10,412

207,805 145641
634,014 431,713

The directors of the Company, during the current and previous year, were also senior executives of, and

were remunerated by, other Facebook entities and received no remuneratlon for services .to this
.Company. .

Aggregate pension contributions for quallfylng services as dlrectors amounted to £N|I (2018: £Nil), which
are accruing to two dlrectors (2018: three directors) under a defi ned contribution scheme.

The average number of employees, of the Company (including directors) during the year was as follows:

Sales-support and marketing team
Engineering team

2018

2019
No. No.
1,190 857
1,520 1,108
2,710 1,865

The Company operates a defined contributions pension scheme. The cost of contributions to the defined
contribution scheme amounts to’£15.3 million (2018: £10.4 million). There was an amount outstanding at
the year end totalling £1 .0 million (2018: £0.9 mllllon)
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. 5.

.Operating profit

Expenses by nature: :
The profit on ordmary activities before taxation is arnved at after chargmg

7

i o 2019 2018
| _ ~£000 £000
Depreciation of tangible assets (note 11) 53,087 14,349
Research and development expense ' I - 521,041 356,214
Amortisatlon of intangible assets (note 10) - - .20 52
'Foreign exchange loss ‘ ' o © " 6,068 162
Loss on termination of leases 4 - S 8,409 -
Loss on 'di§posa| of tangible assets - 0 - ' - ‘ - 5,849 931
Operating lease expense -~ , ' ‘ C e 33,574
Auditor's remuneration (note 6) : o : 76 64
Auditor's remuneration
2019 2018
. £000 £000
Dunng the year the Company obtalned the follownng servuces from its
- auditor: )
Audit of entity financial statements o ' 76 64

Fees pald to the Company's statutory auditors, Ernst & Young, in respect of the financial year, relate to

statutory audit services provnded to the Company

\

Interest receivable and similar income

2019
£000

" Bank interest income ‘ ' o : : 1,452
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8. . Interest payable and similar charges
2019 2018
£000 . £000
Unwinding of discount on provision (note 18) : ' AA - 884 205
Other interest payable ' ) ‘ : ) 294 .5
Interest expense relating to lease liabilities (note 12) : - 16,436 -
7,614 210
9. Tax on profit on ordinary activities
2019 2018
£000 " £000
Current tax 4
Corporétion.tax on profit on ordinafy activities ' o 40,049 30,376
Current tax charge for the ﬁhénciél year - o 40,049 30,376
Deferred tax v
Deferred tax credit . i o (13,376) (2,594)
Impact of previously enacted future tax rate ' ‘ L ' 1,900 T 679
Total income tax expense o ‘ 28,573 28,461
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9.

~ Tax on profit on ordinary activities (continued)

Reconciliation of the expected tax charge at the statutory tax rate to the actual tax charge at the

effective rate

The assessed tax charge for the year is different to the standard rate of corporatlon tax in the UK of 19%

(2018: 19%). The differences are explalned below:

2019

2018
£000 £000.
Profit on ordinary activities before tax 4 - -~ 115,705 96,600
Profit on-ordinary activities muitiplied by rate of corporatlon tax in the UK of
19% (2018: 19%). ‘

21,984 18,354

Effects of: '
Expenses not deductible for tax purposes " - _ : . 4,689 9,428
Impact of previously enacted future tax rate ' ' 1,900 , 679
Income tax expense recognised in proﬁt or loss A ) 28,573 ' '28,461

Factors that may ‘affect future tax charges

- In the March 2020 Budget the Government announced that from 1 ApnI 2020 the corporation tax rate
"would remain at 19% (rather than reducing to 17%, as previously enacted). As the proposal to keep the
rate at 19% had not been substantively enacted at the balance sheet date its effects are not included in -

" these financial statements. However, it is likely that the overall effect of the change, if it had been

substantively enacted by the' balance sheet date, would be to reduce the tax expense for the period by

£4.0 million, to increase the deferred tax asset by £4.0 million.
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10. Intangible assets

Computer
software
£000
Cost , '
At 1 January 2019 . : 64
At 31 December 2019 _ : - » ' B 64
Amortisation . _ .
At 1 January 2019 ' ‘ . : 14
. Charge for the year- : A ~ o 20
At 31 December 2019 = _ ‘ _ 34
Net book value
At 31 December 2019 o L - 30
At 31 December 2018 . S 50
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Tangible assets

Cost

At 1 January 2019 - L

Transition adjustment to IFRS 16 (note 24)
Additions .

-Transfers from/(to) related companies

Lease terminations/disposals
Transfer between classes

At 31 December 2(_)19
Depreciation

At 1 January 2019
Charge for the year

_Transfers to related companies

Lease teminations/disposals

At 31 December 2019

Net book value

At 31 December 2019

At 31 December 2018
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Assets in ~

- . the course
Land & Leasehold Fixtures & Office: Computer of
buildings improvements fittings equipment equipment construction Total
© £000 £000 £000 £000 £000 £000 £000
- 88,663 1,709 18,331 ‘ 2,976 6,141 117,820
221,046 - - - : - : - 221,046
140,926 . 2,714 297 - 481 53 12,742 157,213
- - . 15 ~ (208) 2,402 2,211
(25,181) (11,735) (831). (2,847) (714) < (41,308)
- ] 1,747 - 1,233 3,620 3,270 ~ (9,870) -
336,791 81,389 2,408 19,600 .5,379 11,415 456,982
A : 18,160 1,092' 7,760 1,631 - 28,643
37,716 7,926 380 5,923 1,142 - 53,087
. - - (2 - (122) - (124)
(1,284) (5,141) (542) (2,777) (672) .- (10,416)
36,432 20,945 ' 930 10,904 1,979 - - 71,190
300,359 60,444 1,478 8,696 3,400 11,415 385,792
-~ - .70503 617 10,571 1,345 6,141 89,177
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11.

12.

Tangible fixed assets (continued) ‘

" Right-of-use assets amounting to £300.4 million are included within- tangible assets, see note 12 for
further detail. ' . ‘

‘Leases

The Combany has entered into various non-cancellable lease agreements for land and buildings. These

".leases have lease periods expiring between 2020 and 2032. Certain leases include one or more options

to renew. The Company does not include renewals in the determination of the lease term unless the
renewals are deemed to be reasonably certain. Information presented below should be considered in
conjunction with notes 2.1, 2.5 and 24. :

Right-of-use assets

Land and ‘

buildings
£000
Deprecnatlon = : : ' 37,716 .

Balance as at 31 December 2019 . A_ . © 300,359

Right-of-bse assets are included within 'Tangible assets' in the statement of financial position. -

'Additions to the right-of-use assets during 2019 were £140.9m.

Lease liabilities

The following is an analysns of lease liabilities as of 31 December 2019, by relevant maturity grouplngs
-based on contractual maturities.

2019
£000
-Not later than 1 year ’ ‘ | _ ' , ‘ 53,273 4
- -Later than 1 year and not later than 5 years : ) : o 166,222
Later than 5 years ° T o _ _ : . - 180,386
Total undiscounted lease liabilities . ) ,’ (36,612)
" Lease liabilities as at 31 December 2019 ' : - . -363,269
Oof which are:
Current (note 16) ' . ' ' 47,829
Non-current (note 17) R - : E : 315,440
L | ' 363,269 .
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12.

13.

Leases (continﬁed) ‘

Current and non-cur_reht lease liabilities are included within creditors in the statement of financial .

- position.

As of 31 December 2019, the Company has additional leases that have not yet commenced with lease
obligations of approximately £535.3 million. These leases will commence in 2021 with lease terms of one

to twelve years.

The following amounts related to leases were recognised in the statement of comprehensive income:

Trade debtors are étated after provisibns for impafrment of £0.7 million (2018: £5.8 million). .

2019
- £000
Interest expense 6,436
Variable lease expense 3,778
~ Total cash oufﬂow,’s in relation to leases‘in 2019 were £35.7 miIIipn.
- Debtors
2019 2018
£000 £000
Due after more than one year - _ A -
- Deferred tax asset (note 15) o . : 33,649 19,969
33,649 19,969
Due within one year '
Trade debtors - ' o : 379,486 321,742
Amounts owed by parent and fellow subsidiary undertakings - 226,620 183,414
. Corporation tax ' ) ‘ S 13,717 -
- Prepayments - . . 3,497 - 6,318
' ' ' 623,320 511474

Amounts owed by parent and fellow subsidiary undertakings are unsecured and repayable on demand.
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14.

15.

Cash and cash equivalents

2019 2018
. , £000 £000
Cash and cash equivalents : ' 257,830 153,194

The Company together with other legal entities in the Group is a- member of a multi- currency notional -
cash pooling arrangement (the ‘arrangement’) with a third party-bank provider. Actual cash balances are
not physically converted and are not commingled between participating legal entities. As part of the

notional cash pool agreement, the bank extends overdraft credit to participating entities as needed,

provided that the overall notronally pooled balance of aII accounts in the poo! at the end of each day is at

. least zero.

As part of this arrangement, cash and cash -equivalents amounting to £224.8 million (2018: £134.1
million) which represents cash held under the cash pooling arrangement have been pledged as security
against obligations of other Facebook legal entities party to the notional cash pooling arrangement. This
security can only be called upon if recovery from the customer holding the obligation and recovery under
the guarantee with Facebook Inc. (see below) is not successful.

. The Company is a benef iciary of a guarantee given by Facebook, Inc. under the Cash Pool Agreement

to guarantee the amounts owed to the third-party bank provider.

Deferred tax

Movement in deferred tax assets during the year were as follows:

2019 2018

£000 £000

At beginning of year : : 19,969 21,054

Credited to profit or loss ' . 11,476 1,915

Credited/(released) to equity : . ’ 2,204 - (3,000)

" Atend of year S . L 33,649 19,969
_ The deferred tax balance is made up as follows:

2019 - 2018

£000 £000

Deductible temporary differences . 3 ' ' 33,649 19,969

The deferred tax asset mainly relates to unvested employee RSUs whrch are subject toa UK corporatron '
tax deduction on vesting and deductible temporary differences on tangible fi xed assets.

The deferred tax asset of £33.6 million (2018: £20.0 million) has been recognised on the basis it is

probable there will be sufficient future taxable profits against which the deductible temporary dlfferences a

can be utilised.
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16.

7.

Creditors: amounts falling due within one year

2019 - 2018
_ £000 " £000
Trade creditors’ " 5,852 15,251
‘Amounts owed to parent and fellow subsndlary undenaklngs 400,380 320,801
Corporation tax , S ) - 7,540 -
~ - Other payables including tax and social insurance . . } ' 80,359 62,599
Lease liabilities (note. 12) ) ' 47,829 . -
© Accruals S : . ' 651137  53,526°

Deferred rent '. ' ' : o ' - 35
- 599,557 - 459,752

Deferred rent

. As at 31 December 2018 deferred rent was accounted for under IAS 17 as par1 of creditors. As a result
" of the adoption of IFRS 16, accrued lease payments (which includes deferred rent) are required to be
~ included as a reduction in the right-of-use asset. The adoption of IFRS 16 has resulted in the Company
" reclassifying deferred rent amounting to £35,000 as at 31 December 2018 from creditors: amounts

falling due within one year to tangible assets as at 1 January 2019. See note 24 for further detail relating
to the adoption of IFRS 16. . : .

Amounts owed to parent and feIIow subsudlary undertakings are unsecured repayable on demand and .
interest free.

Creditors: amounte'falling due after more than one year

2019 2018

, . £000 £000

. Lease liabilities (note 12) . ‘ 315,440 : -
- Amounts owed to parent and fellow subsidiary undertakings . : - 1,263 1,262
Deferred rent _ » . - 35,367

316,703 = 36,629

Deferred rent -

As at 31 December 2018, deferred rent was accounted for under IAS 17 as part of creditors. As a result
of the adoption of IFRS 16, accrued lease payments (which includes deferred rent) are required to be .
included as a reduction in the right-of-use asset. The adoption of IFRS 16 has resulted in the Company
reclassifying deferred rent amounting to £35.4 million as at 31 December 2018 from creditors: amounts
falling due after one year to tangible assets as at 1 January 2019. See note 24 for further detail relating
to the adoption of IFRS 16.

Amounts owed to parent and fellow subsidiary undertakings are unsecured énd interest free. Whilst
there is no fixed repayment date, repayment of this balance will not be sought within twelve months of
the statement of fi nancual posmon date.
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18.

19.

20.

Provisions for liabilities

2019 12018

o £000 - £000
Dilapidations '
© At1January . | , - 13,285 13,080
Amounts used during the year A ' (1,631) o
Unwinding of discount (note 8) ’ ' - 884 . 205

At 31 December - | 12538 13,285

The dilapidations provision relates to the estimated costs to be incurred to return the currently occupied

" leased premises to a condition equivalent to that prior to occupation. Any reconstruction work would

occur at the end of the leases in 2023, 2026 and. 2032. Amounts charged to the statement of
comprehensive income in the year are included within interest payable and similar charges.

- Share capital

2019 2018
: : £000 - £000.
Authorised, allotted, called up and fully paid : C _
1,000 Ordinary shares of £1 each . ' ' 4 . 1

" Share capital

Ordinary shares' entitle the holder to participate in dividends and the proceeds on wmdmg up of the

_-Company in proportion to the number of and-amounts pald on the shares held.

" All shares carry equal voting rights. AII shares issued are fully paid. Every holder of ordinary shares

present at a meetlng in‘person or by proxy, is entitled to one vote, and upon a poll each share is entltled
to one vote :

Retained earnings

Retained earnings represents accumulated comprehensive income and amounts rélated to the share

. based compensation.

Related party transactions

The Company has a related party relationship with its intermediate parent, ultimate parent company, and

. other related group companies. Related party transactions entered into by the Company are contracted

in the normal course of operations at an arm's length basis.

The Company has availed of the exemption in FRS 101 .para 8(k), from disclosing related party
transactions entered into between two or more wholly-owned members of the Group. :

’
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21.

Share-based payments

At 3 Decernber 2019 Facebook, Inc. had one active stock based employee compensation plan (the

2012 Equity Incentive Plan ('the Plan')) under which new awards may be granted. Awards may include
incentive share options, non statutory share options, share purchase rights or restricted ordinary shares.

‘The Company has granted only restricted ordinary shares ('RSUs') to employees of the Company. RSUs

may be settled in cash or equity however the Company intends to equity settle all RSUs. The vesting
condition of the RSUs is that the employees must remain in employment until the initial vesting event. -

" The Plan permlts the grant of RSUs over ordlnary shares (class B common stock) in Facebook Inc. The

per-share exercise price of RSUs granted is. generally nil.
The fair value of each RSU is estimated on the date of grant as the share price at the date of grant.

RSUs are granted to employees under the Plan upon hire, or based on performance criteria established
by management. RSUs are independent of ordinary share options and are subject to forfeiture if
employment terminates prior to the release of the restrictions.

During the vesting period, ownership of the shares cannot be transferred. Once shares are issned
pursuant to the terms of an RSU agreement, these shares have the same dlwdend and voting rights as
other ordinary shares.-

The weighted average share price during.the year for RSUs settied was £142.47 (US$181.64) (2018:
£128.54 (US$171.67)). The total charge for the year relating to employee share based payment plans
was £207.8 million (US$274.4 million) (2018: £145.6 million (US$195.4 million)). The fair value of RSUs

granted in the year was £132.1 (US$172.31) (2018: £123.08 (US$167. 14))

A reconciliation of movements in _the number of RSUs outstanding are as follows: - 4
' 2019 2018

RSU -~ RSU

Numbers Numbers

Outstanding at 1 January - o 2,580,399 2,349,721
Granted : - . 2,630,104 . 1,715,837
" Movements* ) : 52,369 (118,037)
Settled : (1,386,041) (1,175,785)
Forfeited =~ . ‘ ' ' .. (409,533)  (191,337)

Outstanding at 31 December ' 73,467,298 2,580,399

*This accounts for the net change in outstanding awards due to empldyee transfers across territories.
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22.

23.

Contingencies and commltments :

(a) Operating lease commltments

The future aggregate minimum Iease payments under noncancellable operatlng leases are as follows:

2018
£000
Not later than 1 year ’ ‘ 40878
Later than 1 year and not later than 5 years ' . _ : 164,521
Later than 5 years . . 693,378
.Total ) : T ) ] . 898,777

Operating leases are no longer included as a Iease model under IFRS 16 and therefore no disclosures
are required for 2019. . :

(b) Contingencies and guarantees
There were no material contrngent Ilabllltles requiring disclosure as at 31 December 2019..

‘Controlling parties

At 31 December 2019 the Company is a wholly-owned subsidiary of Facebook Global Holdings II, LLC, a
company incorporated in DeIaware USA, its registered office being 251 Little Falls Dnve Wilmington,
New Castle, DE, 19808..

The Company's ultimate parent undertaklng is Facebook; Inc., a company regustered in Delaware USA.
Facebook, Inc. prepares consolidated financial statements whlch are publicly available. - :

The Facebook website is Iocated at www.facebook.com.
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24.

First timelad_option of IFRS 16, Leases

The changes to the Company's accounting policies arising from the adoption of IFRS 16 set out in note
2.5 are recognised in the opening balance sheet on 1 January 2019.

In accordance with the transitional provisions in IFRS 16, the Company has applied the modified
retrospective transition method and has not restated prior year comparative information. Results for the
year ended 31 December 2019 are presented under IFRS 16, whilst results for the year ended 31
December 2018 are reported in accordance with IAS 17. Under the modified retrospective transition
method, any cumulative adjustment resulting from the adoption of IFRS 16 is required to be recognised in

. opening retained earnings as at 1 January 2019. However, following the adoption of IFRS 16, there has -
. been no adjustment made by the Company to opening retained earnings.

_ IFRS 16 specifies a single lessee accounting model, requiring lessees to recognise right-of—dse assets

and liabilities for all major leases on the statement of financial position and to provide enhanced
disclosures surrounding the amount, timing,. and uncertainty of cash flows arising from leasing
arrangements. The most significant impact to the Company was the recognition of right-of-use assets and
lease liabilities for leases previously recognised as operatlng leases under IAS 17. The recognition of
depreciation and interest expense under IFRS 16 results in higher expense recognition at the beginning
of a lease’s term, as compared to recognising expense on a strarght-lme basis as prevrously required
under IAS 17.

On initial application, the Company has elected‘to record right-of-use assets based on the corresponding
lease liability. The Company recognised right-of-use assets amounting to £221.0° million, with
corresponding liabilities of £261.3 million.in_the statement of financial position as at 1 January 2019. The

. right-of-use assets include adjustments for any prepayments and accrued lease payments. When

measuring lease liabilities, the Company discounted the remaining lease payments using its incremental
borrowing rate at 1 January 2019. The weighted- average rate applied to the lease liabilities on 1 January
2019 was 2.3%. ‘ o

The Company has elected to apply the foliowing practical expedients Llpon transition:

. to account for certain leases-with lease terms ending within 12 months of the date of initial
application as short-term leases, whlch cost is included in the disclosure of short-term expense, if
applicable

. to account for each lease component and any related non-lease components as a single lease
component, . . ]

. to not reassess whether.an arrangement is, or contains a Iease, on the date of initial application,

. to apply a single discount rate to a portfolio of leases with reasonably similar characteristics,

. to rely on previous assessments of whether leases are onerous as an alternative to performing an
impairment review at transition — there were no onerous lease contracts as at 1 January 2019, and

. to exclude initial direct costs for the measurement of the right-of-use asset at the date of initial -
application for certain leases. . :
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24.

25.

26.°

First time adoption of IFRS 16 Leases (contmued)

The foIIowmg table reconciles the Company s operatmg lease commitments as at 31 December 2018, as

previously disclosed in the Company’s financial statements, to the lease obllgatlons recognlsed on initial

application of IFRS 16 as at 1 January 2019.

2019

£000
Operating lease commitments as at 31 December 2018 -~ . ' 898,777
Commitments not yet recognised as an obligation as at 1 January 2019 . ' (599,533)
Discounted using the incremental borrowing rate at 1 January 2019 - (37,934)
Lease liability recognised as at 1 January 2019 - o R 261,310
Of which are: . : :
Current - - : . . I : 13,988

- Non-current o ' . : 247,322

As detailed in notes 16 and 17, prior to the adoption of IFRS 16, deferred rent amounting to £35.4 million
was classified within creditors. Under IFRS 16, accrued lease payments must be adjusted as part of the

‘right-of-use asset: As a result, on January 1, 2019, the Company reclassm ed deferred rent as part of the

right-to- -use lease asset within tangible assets

Subsequent events .

The financial statements have been prepared based upon condltlons existing at 31 December 2019 and
considers any relevant events that occur subsequent to that date, that provide evidence of conditions that
existed at the end of the reportlng period. ’ ’

_ Other than as described in the principal risks and uncertamtles section of the strategnc report on page 6 in

relation to COVID-19, there were no other significant events between 31 December 2019 and the date of
approval of these financial statements affecting the Company, which require adjustment to. or disclosure
in the financial statements. ' .

i

Approval of the'financial statements '

~ The financial statements were approved and authorised for issue by the directors on 3 December 2020.
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