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Facebook UK K Limited

Strategic report

~ for the year ended 31 December 2018

The directors present their strategic report on the company for the year ended 31 December 2018.

Business review and future developments

The company is engaged in the provision of sales support, marketing services and engineering support to the

‘Facebook group and to act as a reseller of advertising services to de3|gnated 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 year ended 31 December 2018 were as follows:

_- : 'The company has contmued to grow dunng the year resultmg in mcreased headcount of 52% from 1 290 in - e
: ‘2017to1 965 in 2018 ) . . .

Gross amounts’ from advertisers and olhers amounted to £1.6. b||I|on dunng ‘the year (2017 £1 3 bllhon) whrch ‘

_;resulted in recogmsed revenue of £797.1 million (2017: £530.2 million). Business operatlons continued to grow .
during’ the year which drove the increase in intercompany services and advertrsmg ‘reseller revenue. Profit

before tax has increased to £96.6 milhon (2017:.£62.8 million). The profit for the year after tax amounted to .

-+ £68.1 million and has been credned to.reserves. .

.. The company sugned a facmty leasé. in ngs Cross London in July 2018:. Thls wrll enable the company tof'i
o contmue to expand in the future : AR . R .

There were no new products sold by the company and no new servrces mtroduced durmg the year ‘that, had a

materlal impact on the fmancral statements
Prmupal risks and uncertalntles

The principal risks and uncertainties which the company are confronted with are limited by the arrangements it
has in place with group companies. Such arrangements could be impacted in the event of an emergence of rival

- social networks, security and privacy breaches, reductions in user engagement, difficulties attracting talent and
. the potential withdrawal of the United Kingdom from the European Union ("Brexit"). Brexit could adversely.

impact the local economy reducing online advertising spend and subject.the company to increased regulatory
challenges and other adverse effects that the company are 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 financial instrument will fluctuate
) because of changes in foreign exchange rates. The exposure to currency risk is monitored on an ongomg
basis. .

e Credit risk

Credit- r|sk is ‘the " risk that a counter. party will.not meet its- ob;ectlves under a fnanmal mstrument or .
. customer contract, Ieadlng to financial risk.’ The Board . of Dwectors has a cred:t poltcy in ptace and the .
-exposure to credit risk is. monitored on'an ongoing basis. : ‘

. Interest rate risk : :
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 exposure to interest rate risk is monitored on an ongoing basis. .
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Facebook UK Limited

Strategic report (continued)
for the y‘ear ended 31 December 2018

Principal risks and uncertainties (continued)

. Liquidity risk :
' Liquidity risk is the risk that the company will éncounter in realising assets or otherwise 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. .

By order of the board.

Director

' b_é;e.: 2'3'Sepi‘em'b‘,e:réb19 ) o
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Facebook UK Limited

Directors report
for the year ended 31 December 2018

_ The directors present their report and the audited fnancuat statements of the company for the year ended 31
December 2018. .

Results and dividends

Profit before 1ax has increased to £86.6 million (2017: £62.8 million).. ‘

No dividends will be distributed for the_ year ended 31 December 20t8 (2017: £nil),
Directors | | | B

‘The directors who held office dunng the year and up to the date of S|gmng the financial statements are given
.below - . : . e

S H Crehan (reS|gned 14 June 2018)

" .DWKling . -

SJs Taylor _

;The directors and secretary and ‘their families had no other mterests in the shares of the company or any other cTT

* group company at 31 December 2018 that requrre disclosure

Research and development

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

The company has incurred £356.2 million (2017: £263 7 mlllion) in research deveiopment and engineerlng
expenses during the year. . .

Going concern.
After making enquiries, the directors have a reasonable expectation that the company has adequate resources

- to continue in operational existence for the foreseeable future. The company therefore continues to adopt the
going concern basis in preparing its financial statements. '

Qualifying third party mdemnity provrsrons
" The company has granted an indemnity to one or’ ‘more of its directors against Iiability 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 2018

Directors’ responsibilities statement

The directors are responsible for preparing the strategic report the directors’ report and the financial statements
in accordance with applicable law and. regulatrons .

Company law requires the directors to prepare financial statements for each financiat year Under that Iaw 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 profit or loss of the company for that period. -

In prepanng these financial statements the drrectors are requtred to:

e select surtable accountlng polrcres and then apply them consrstentty

o makeludgements and accountrng estimates that are. reasonable and prudent . }
“ - e * state ‘whether applicable UK accountmg standards have been followed sublect to any materral o

"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 business.

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 taklng reasonable steps for the
prevention and detectlon of fraud and other rrregularrtles .

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.

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
Jendered.. - . _ -

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 disabled

employees throughout the whole emgloyment lifecycle, including emplioyees who may become disabled while
employed by the company

. Drsclosure-of mformatron to a'uditor

1

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

. so far as the director is aware, there is no relevant audit information of which the company's auditor is
unaware, and
. the director has taken all the steps that ought 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 (continued)
for the year ended 31 December 2018

1

Events since year end
There.have been no significant events affecting the company since the year end.
Independént auditor

In accordance with section 485 of the Companies Act 2006, the auditor will be deemed to be reappointed and,
Ernst & Young; will therefore contmue in office. . .

This report was approved by the board andggne}d onits behalf.

Date: 23 Septemb:e'r.'ZO-19 .
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INDEPENDENT AUDITOR'’S REPORT TO THE MEMBERS OF FACEBOOK UK LIMITED -

Opinion '

We have audited the financial statemenfs of Facebook UK Limited (‘the Company’) for the year ended
31 December 2018, which comprise the Statement of Comprehensive income, the Statement of
Financial Position, the Statement of Changes in Equity and the related notes 1 to 25, including the
summary of significant accounting policies. The financial reporting framework that has been applied in

their preparation is applicable law and United Kingdom Accounting Standards “including FRS 101
“Reduced Disclosure Framework”. ‘

In our opinion the financial statements:

e givea true and fair view of the Company s affalrs as at 31 December 2018 and of its profit for
the year then ended;

. 'have been properly prepared in accordance wnth Unlted Klngdom Generally Accepted
: .Accountmg Praohce and : . . . s

‘e have been properly-p‘repared in"accordance' with tnefredbirements' of the Companies Act 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 fulfilled our other ethical
responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufftcient and appropnate to provide a basis for
_our opinion.

Conclusions relating to.going concern
We have nothing to.report in respect of the following matters, in relation to which the ISAs (UK) require
us to report to you where: :

». the director's use of the going concern basis of accounting in the preparatlon of the financial
statements is notapproprlate or ’

« the directors have not dlsclosed 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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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 expréss 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 material 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
isa materral mrsstatement of this other rnformatron .we are requrred to report that fact. .

-We have.nothing to report in: thrs regard

Opinions on other matters prescribed by the Companies Act 2006
_In our opinion, based on the work undeytaken in the course of the audit.

e the information given in the strategic report and the drrectors report for the financial year for
which the financial statements are prepared is consistent with the financial statements and

. the strategic report and drrectors report have been prepared in-accordance with applrcable
Iegal requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the Company and its environment obtained in the
course of the audit, we have not identified material mrsstatements in the strategic report or directars’
report, :

We have nothing to report in respect of the following matters in relation to w_hich the Companies Act .

2006 requires us to report to you if, in our opinion:

« adequate accounting records have not been kept; or
. the fi nancral statements are not in agreement with the accountrng records or ,
. certarn disclosures of directors’ remuneratron specrfred by law are not made; or

¢ we have not received all the information and explanations we req‘uire for our audit.

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

~ Responsibilities of directors

As explained more fully in the directors’ responsrbllmes statement set on page 4, the directors are
‘responsible for the preparatlon 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 preparatron of
finaricial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessmg the Company’s ability
to continue as a going concern, disclosing, as-applicable, matters related to goirig concern and using )
the going concern basis of accounting unless management either mtends to Ilqmdate the Company or
to cease operatlons or has no realistic aiternative but to do so.

_Audltor s responsnbllltles for the audlt of the fmancral statements

Our objectlves are to obtain reasonable assurance about whether the fi nancral statements as a whole '

~ are free from matenal misstatement, whether dué to fraud or erfor; and to issue an auditor's report that - .
includes our opinion. Reasonable assurance is a hlgh level of assurance, but is not a guarantee that an |

- audit conducted in accordance with ISAs (UK) will always detect a ‘material mlsstatementwhen it exists:
Misstatements can arise from fraud or error and are considered material if, mdwrdually or'in the
aggregate, they could reasonably be expected to influence the economac 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 Reporting Council's website at https: //www frc. or@Waudrtorsresponslbrlltres This description
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 audit work, for this
report, or for the opinions we have formed.

g« fowoy

Marie Treacy
. for and on behalf of

' Ernst & Young Chartéred Accountants and Statutory Audit F|rm
Dublin

- Date: 25 September 2019
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Facebook UK Limited

" Statement of comprehensive income
- for the year ended 31 December 2018

Revenue
Cost of sales

Gross profit

Administrative exbenses

Operating profit . '
~|nt¢_re.§t recéiyable and similar income
..Interest payable and similar charges- e

: Profii on Ardinéry aciivitiés before tax :
Ta x chargé on profit on ;.j'rd,inary activities -

Profit for the year

. Total comprehensive income for the year

All activities of the company are from continuing operations.

The notes on pagés 12 to 33 form part of these financial statements.

*See Note 21 for details regarding the restatement as a result of changes in accounting policies.
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Restated* -

2018 2017
Note £000 “£000
4 797,088 530,175
(33,552) 23631)
763,506 506,544 |
-, (666843) (444473
5 . 95663 . 62071
Ty 75
-8 Lo (19
- " 96,600 62,767 -
{.9: o (28461) - = (17.192).
‘ 68,139 45,575
68,139 | 45,575




Dlrector

Facebook UK Limited

Statement of financial position
as at 31 December 2018

Net assets '

Capital and reserves

Called up share capital presented as equity 18

'Retained earnings

Total equity

153,194

531,443

Registered number: 06331310

2018

£000

50

89,177 .

89,227

| 684,637 - .

. (458,752)

Note
Non-current assets
Intangible assets . ° 10
Tangible assets . "
Current assets
Debtors IR S a2
Cash and cash equivalents : 13
Creditors: amounts fanmg due wnhm one
year o . 14
Net current assets
Total assets less current liabilities
Créditors: amounts falhng due after more '
than one year - 15
Provisions . : 17

'The notes on pages 12 to 33 fornﬁ part of'theée financial statements.,

" 453,646

33,556

487,302 .

| i(336,947)

. 224,885

314,112

' {36,629)

(13,285)

264,198

1

264,197
'264,198

2017
£000

4
80,905
80,959

150,255

231,214

_ (1%,646)

(13,080)

" 200,488

1
200,487

200,488

The financial statements on pages 9 to 33 were approved and authorlsed for issue by the board of directors and

were signed on its behalf by:

dylor

Date: 23 September 2019

Page 10



Facebook UK Limited

Statement of changes in equity
for the year ended 31 December 2018

At 1 January 2017

Profit for the fnanmal year representmg total comprehenswe
- income .

" Deferred tax movements’ (Note 16)

»Recharge paid to parent far share based payment plan . V‘ -

‘Reserve credit for share based payment plan
. '.Corporahon tax credlt for share based payment plan

At 31 December 2017 and 1 January 2018

Profit for the ﬁnancqal year, representmg to!al comprehensive
income

- Deferred tax movements (Note 16) R
Recharge paid to parent for share based payment plan
Reserve credit for share based payment plan |
Corporation tax credit for share based payment plan

At 31 December 2018

Th.é notes on pages 12 to 33 form part of these financial statements.
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Called up
share
capital
presented Retained .
as equity earnings Total equity
£000 _ £000 £000
1 189,864 189,865
45575 ., 45575
- T (5676): . (5676) .
- (153002) ..(153,002) -
- 115275 - 1115275 -
- 8451 -8.451
1 7 200487 ' 200,488
. 168,139 66,139
- - (3,000) (3,000)
- (154,012) (154,012)
- 145,641 145641 -
- 6,942 - 6,942
1 264,197 264,198




Facebook UK Limited

Notes to the financial statements g

1.

. for the year ended 31 December 2018

General information

Fec,ebook UK Limited provides sales support, marketing services and engineering support to the
Facebook group and acts as a reseller of advertising services to designated UK customers.

The company is a private company hmtted by shares and is incorporated and domiciled in England in the -
UK, regtstered number 06331310. The address of its registered office is 10 Brock Street, Regent's Place,

“ London, NW1 3FG.

Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial statements are set out .
.. below. These policies have be‘en consistently applied to all the years presented, unless otherwise stated. -

2.1 Basis of preparatlon

The ﬂnanmal statements have been prepared on -a going concern basis under the htstoncal ‘cost
convention, in accordancé with Financial. Reportmg Standard 101 'Reduced Dtsctosure Framework' :
- (FRS 101) and the Companues Act 2006 T -

The preparation of financial statements in conformity with FRS 101 requires the use of certain critical
accounting estimates. It also requires management to exercise 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 dtsclosed
in Note 3. ’

The following exemptlons from the requuements of IFRS have been apphed in the preparatlon of
these financial statements, in accordance with FRS 101: ’

. Pa‘ragraph 38 of IAS 1, 'Presentation of financial statements' comparative information

requirements in respect of:
- paragraph 73(e) of IAS 16 Property, plant and equipment,

- paragraph 118(e) of IAS 38 Intang|ble assets (reconcmatlons between the carrying amourit -
at the beginning and end of the year); :

. The foliowing paragraphs of IAS 1, 'Presentation of fmanmal statements':

- 10(d) (statement of cash flows);
- 16 (statement of compliance with all IFRS);
. .- 38A (requirement for minimum of two primary statements, including cash flow statements);
- 388 to D (additional comparative information); ‘
- 111 (cash flow statement information);
: - 134 to 136 (capital management disclosures); ’

. Paragraphs 45(b) and 46 to 52 of IFRS 2, ‘Share based payments' (details of the number and
weighted average exercise prices of share options, .and how the fair value of goods or
services was determined); . . .

. IAS 7 'Statement of cash flows'; : .

e . Paragraph 30 and 31 of IAS 8 'Accounting policies, changes in accountlng estimates and
errors' (requirement for the disclosure of information when an entity has not applied a new

- IFRS that has been issued but not yet effective);

° Paragraph 17 and 18A of IAS 24, ‘Related party disclosures’ ‘(key management

compensation); C :
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Facebook UK Limited

"Notes to the ﬁnanciai stateménts

for the year ended 31 December 2018

2.

24

" Summary of significant accounting policies (continued)

Basis of preparation (continued)

e  The requirements in IAS 24 'Related party disclosures' to disclose related party transactions
entered into between two or more members of a group,
. IFRS 7, 'Financial Instruments: Disclosures',
. Paragraphs 91 to 99 of IFRS 13, ‘Fair value measurement' (disclosure of valuatlon techniques
- and inputs use to fair value measurement of assets and liabilities); and
. The requirements of the second sentence of paragraph 110 and paragraphs 114, 115, 118,

119(a) to (c), 120 to 127 and 129 of IFRS 15 Revenue from Contracts with Customers.

For the purposes of FRS 101 reduced disclosure exemptions, equivalent disclosures aré included in

the publicly available consolidated financial statements of Facebook, Inc., the ultimate parent of the

" company and the smallest and ‘Jargest. group in which the company is “consolidated- into. ‘The

22

23

_ consolidated financial staterhents " of ‘Facebook, Inc. are available to the public and can- be

downloaded free ‘of charge from the.- company's mvestor relations. website, located at
Investor.fb.com. The equivalent disclosures for IFRS 7 are included within- the Form 10-K document
that contains the publicly available financial statements of Facebook, Inc.

Going concern

After making enquiries, the directors have a reasonable expectation that the company has adequate
resources to continue in operational existence for the foreseeable future. The company therefore
conlinues to adopt the going concern basis in preparing its financial statements. .

Recent accounting pronouncements

The following new standards and amendments are effective for the first time for penods beginning
on or after 1 January 2018.

The adoption of the new accounting standard for financial instruments, IFRS 9

(n July 2014, the IASB finalised the reform of financial instruments accounting and issued IFRS 9 (as
revised in 2014), which contains the requiréements for a) the classification and measurement of
financial assets and financial liabilities, b) impairment methodology, and c) general hedge
accounting. IFRS 9 (as revised in 2014) superseded IAS 39 Financial Instruments: Recognmon and’
Measurement from 1 January 2ma.

In accordance with the transitional provisions in IFRS 9, the company has applied the modified
retrospective transition method and has not restated prior year comparative figures. Results for the
year ended 31 December 2018 are presented under IFRS 8, whilst results for the year ended 31
December 2017 are reported in accordance with IAS 39. Under the modified retrospective transition
method, any cumulative adjustment from the adoption of IFRS 9 is recognised in opening retained
earnings_as at 1 January 2018. However, following the adoptlon of IFRS 9, there has been no
adjustment made to retamed earnmgs

The adoption of the new accoun{mg standard. for revenue from contraots witn customers, IFRS 15
in May 2014, the IASB issued IFRS 15, Revenue. from Contracts with Customers. IFRS 15

" supersedes the revenue recognition requirements of IAS 18, Revenue and IAS 11, Construction
- Contracts and requires entities to recognise revenue when control of the promised goods or services

are transferred to customers, at an amount that reflects the consideration to which the entity expects

to be entitled to, in exchange for those goods or services. IFRS 15 has an. effective date of 1
January 2018. The company has adopted IFRS 15 on.1 January 2018 usmg the retrospective
method applied to contracts not completed as of this date.

The impact of the'adoption of IFRS 15 is shown in Note 21 to the financial statements.

Page 13
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Facebook UK Limited

. Notes to the financial statements

for the year ended 31 December 2018

2,

Summaty of'signiﬁcant accounting policies (contihued)

2.4 Révenue

The company-recognise'é revenue when control of the promised goods or services are transferred to-
the customer, for an amount that reflects the consideration the company expects to be entitled to in
exchange for those goods or services. -

Revenue is recognised for the major businéss activities ouflined below.

. Advertiser reseller revenue

The.company acts as a reseller of ad\"/ertising eervices 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

25

26

generated by displaying ad products on: Facebook Instagram Messenger and third-party affiliated

- websites or mobile apphcattons The company reports advertrsmg reseller revenue net of associated-. -

direct cost of sales. -

Advertiser reseller revenue comprise 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 marketer contracted for.

Services

Revenue comprises of the fair value of the consideration receivable for the provision of contract

sales support, marketing services and engineering support to the Facebook Group. The company
recognises revenue when contro! of services are transferred to the customer at an amount that
reflects the considération to which the company expects to be entitled in exchange for those
services.

Research and development

Reséarch costs are expensed in the period in which they are incurred. The company currently incurs
no development costs which would meet the criteria for capitalisation as development expenditure
under |AS 38 'Intangible Assets’.

Leases

The determination of whether an arrangement is, or contains, a lease is based on the substance of, '

the arrangement at inception date: whether fulfilment of the arrangement is dependent on the use of
a specific asset or assets, or the arrangement conveys a right to use the asset. S

- Operating Iease payments are recognlsed as an expense in the statement of comprehensave income
.on a straight-line basis over the iease term. .

Benefits received as an incentive to enter into an operating lease, such as rent-free periods are also
spread on a straight-line basis over the lease term as a reduction of the rental expense.

These benefits are recognised as deferred rent liabilities as they arise over the rent-free perion and
are shown on the statement of financial position. They are classified within current liabilities if they
will be recognised with one year or less. If not, they are presented as creditors: amounts falling due

after more than one year.
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Facebook UK Limited

Notes to the financial's'tatements
for the year ended 31 December 2018

-2,

Summary of significant accounting policies (continued)

27

Foreign currencies

The financial statements are-presented in pound sterling ("£"), which is the company's functional and
presentational currency. All values are in pound sterling rounded to the nearest thousand pound

. (£"000") except where otherwise stated.

2.8

' Monetary assets and liabilities denominated in fo'reign currencies are translated into sterling at rates

of exchange ruling at the statement of financial position date. Transactions in foreign currencies are

translated into sterling at the rate ruling on the date of the transaction. Exchange galns and losses

are recognlsed in the statement of comprehensive income.

Interest recelvable and snmllar income

‘

: . lnterest mcome is recognlsed in the statement of comprehensnve income usmg the eﬁectwe mterest

‘2.9

'rate method

Interest payable and similar charges

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

. comprehensive income,

2.10 Income tax

Income tax on the statement of comprehensnve income for the year comprises current and deferred
tax, Income tax is recognlsed 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.

(a) Current tax .

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted
or substantively enacted at the statement of financial posmon date, and any adjustment to tax
payable in respect of previous years;

(b} Deferred tax

Deferred tax is provided using the statement of ﬂnanctal 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 following temporary differences are
not provided for: goodwill not deductible for tax purposes and the initial recognition of assets or
liabilities that is not a business combination and at the time of the transaction affects neither
accounting nor taxable profit: 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 thé statement of financia!l position date.

A deferred tax asset is reconged only to the extent that it is probable that future taxable. profits wil
be available against which the asset can be utilised. Deferred tax assets are reduced to the extent
that it is no tonger probable that the related tax benefit will be realised. .

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.
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Facebook UK Limited

Notes to the financial statements
for the year ended 31 December 2018

2.

Summary of srgmflcant accountmg policies (continued)

211 Intanglble assets

Intangible assets are snlt|a|ly recognlsed at cost and subsequently measured at cost Iess any
accumulated amortisation and any accumulated impairment losses.,

Amortisation is provided on the following bases:
Computer'software - 33 % on cost

Amortlsatlon is charged to admlmstratrve expenses in the statement of comprehensrve income.

212 Tanglble assets and deprecratron .

Tanglble assets are recogmsed at cost and subsequently stated at cost less deprecranon
Deprecoatnon is prowded at rates calGulated-to write off the cost of flxed assets, less their estimated-
residual value, Historical cost includes expenditure that is darectly attributable to bringing the asset to.

-the location and condition necessary for it to be capable of operatmg in'a 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 item will flow to the company and the cost of the item can be measured reliably.
The cost of the day-to-day servicing of tangible fixed assets is charged to the statement of
comprehensive income during the financial period in which they are incurred.

The estimated useful lives range as follows:

Leasehold |mprovemenls - - Straight line over period of the Iease
Fixtures & fittings - 20% on cost
Office equipment . - 33% on cost
Computer equipment - 33% on cost

Assets in the course of construction are not subject to deprecation as the assets are not in use.
Depreciation is charged to ‘administrative expenses' in the statement of comprehensive income.

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted
prospectively, if there is an indication of a significant change since the last end of reporting date.

An asset's carrying amount. is written .down immediately to its recoverable amount if the asset's

_carrying amount is greater than its estimated recoverable amount. . o .
213 Impalrment of non-fmanmal assets

- Non-financial assets are revrewed for |mpa|rment whenever events or changes in cwcumstances
“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 to dispose and value in use. For the purposes

of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash flows (cash-generating units). Non-financial assets that suffered an |mpa|rment are
reviewed for possible reversal of the impairment at each reporting date. .
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Facebook UK Limited -

Notes to the financial statements
for the year ended 31 December 2018

2.

Summary of significant accounting palicies (continued)

2.14 Financial instruments

(a) Financial 'ass'éts

Classification

From 1 January 2018, the company classifies its fnancral mstruments in the following measurement
categorles .

. ‘Those to be measured subsequently at fair value (either through other comprehensive

income, or through profit or loss), and

Cel Those to be measured at amortlsed cost.

- The classrflcatron depends on the entrt/ s business model for managlng the fmancual mstrument .and
: the contraciual terms of the cash flows . B e

“In. order for & financial asset to be classrfed 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 SPP| 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 gains_and Iosses will erther be.recorded in profit or loss or

other comprehensrve |ncome

The company reclassifies debt instruments when and only when its business model for managrng

those assets changes.

Recognition, meastrement and derecognition
Financial assets are recognised on the statement of financial posrtlon 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

- fécognised 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 regulation or
convention in the marketplace concerned. .
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" Facebook UK Limited

Notes to the financial statements
for the year ended 31 December 2018

2.

Summary of significant accounting policies (continued)

2.14 Financial instruments (continued)

Debt instruments

Subsequent measurement of debt mstruments 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 interest.

The company s debt instruments ‘consist of the following:

.. Amounts owed by parent and fellow sub5|d|ary undenaklngs
e - .. Trade-debtors and other debtors sl
L ,Impalrmenl

Fortrade debtore |nctudmg mtercompany trade debtors the entrty apphes the snmplmed approach
permitted by IFRS 9, which requures expected hfetrme losses to be recognlsed from mmal recognition

~of the receivables.

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 undertakint;s, 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 credlt risk’ since the initial recognition, in Wthh case lifetime expected
credit losses should be recorded

Management consider amounts owed by parent and fellow subsidiary 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 liabilities

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 group has
an unconditional right to defer settlement of the liabitity for at least one year after the statement of
financial position date.

Flnanmal liabilities_are derecognlsed ‘when the group s obligations specified in the contract’ expire,
are discharged or cancelled. interest expense is recognised using the effective interest rate method.
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Facebook UK Limited ‘ .

"Notes to the financial statements -

for the year ended 31 December 2018

2,

Summary of significant accodnting policies (continued) I
© 2.14 Financial instruments {continued)

' Accounting policies applied before 1 January 2018

The company ‘has applied IFRS 9 retrospectively, to apply the modified retrospeetlve approach as
allowed under IFRS 9. As a result, the comparative information’ prowded continued to be accounted
for in accordance with the company S poltcres

(i) Financial assets

Basm financial assets, including. amounts owed by.parent and fellow subsidiary undertakings,-trade

) debtors other debtors and accrued mcome are mrtlatly recogmsed at transaction prlce

Such assets are subsequently carned at amortrsed cost usnng the effecttve mterest method and at:

-the .end’ of each reporting period are assessed for .objective evidence of lmparrment If objective

evidence of impairment |s found, an impairment loss is recognrsed in the statemént of
comprehensive income. .

(il) Financial liabilities ~

-Basic financial liabilities, including trade and other creditors and amounts owed to parent and fellow

subsidiary undeértakings, are. initially recognised at transaction price and subsequently carned at

- amortised cost using the effective interest method.

'Financial liabilities are derecognised when the liability is extinguished, that is when the contractual

obligation is discharged, cancelled or expires.
(iii) Offsetting
Financial assets and liabilities are offset and the net amount reported in the statement of financial

position when there is an enforceable right to set off the recognised amounts and: there is an
intention 1o settle on a net basis or to realise the asset and settie the liability simultaneously.

2. 15 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 effecttve
interest 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 - L . . ¥

Trade debtors that do not have a financing component are recognrsed tmtlatly at falr value
transaction price and subsequently measured at amortised cost using the effective interest method,
less provision for impairment. Recognition and measurement of these financial instruments is dealt
with in Note 2.14.
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Notes to the financial statements
for the year ended 31 December 2018

2,

Summary of signiﬁcant accounting policies (continued)

2.16 Cash and cash equivalents

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 respective
deposit interest-rates. Cash balances from the Facebook group cash pooling arrangement are.
presented in cash and cash equivalents or borrowmgs

217 Credltors

Credutors are oblngat«ons to pay for goods or servrces that have been acquued in the ordinary, course

of busmess fram suppliers. Creditors are classified as current llabnmes if payment is due wnthm one-,
: '_year or Iess If not, they are presented as cred|tors due aﬂer more than one year,’ B

Creditors are recognlsed mmally at faur value and subsequently measured at amomsed cost usmg
the eﬁectlve interest rate method.

2.18 Provisions for liabilities

Provisions are recognised whenAthe company has a'presen‘t Iegal 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 presént 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 vaiue 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 time is recognised as interest expense.

2.19 Asset retirement obligation

The cempa'ny assesses its lease agreements for requirements to return leased premises 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.

.2.20 Called up share capital

Ordinary shares are classified as equity.
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.Facebook UK Limited -

Notes to the financial statements
for the year ended 31 December 2018

2. .

Summary of signifieant accounting policies {continued) -

2.21 Share based payments

Facebook, Inc. (the "ultimate holding company"”) opefate’s a share-based compensation plan.
Employees of the company receive remuneration in the form of restricted ordinary 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 determined by reference to the fair
value of the RSUs granted.

" Non-market performance and service conditions are included in assumptlons about the number of

RSUs that are expected to'vest. The total expense is recognised over the vesting. penod WhICh is

. ‘the penod over Wthh all of the specmed vestmg condmons are to be sahsﬂed

nAt the end of each’ repomng penod the ultamate holdung company revises its” estumates of the,.

number of RSUs that -are expected to vest based on the -non-market vesting conditions. The -
company recognisesthe impact of the revision to original estimates, if any, in the statement of
comprehensnve income. :

When the RSUs are exercised, the ultimate holding company issues new shares.

The grant of RSUs by the ultimate holding company to the empleyees of the company is treated as .
equity-settled, with a corresponding increase in equity as a contribution from the uitimate holding
company. .

~ The ultimate holdir{g company recharged Facebook UK Limited for the value of the RSUs provided

to the employees of the company. The recharge was recorded within equity.

2.22 Pensions

The 60mpany operates a defined contribution pension scheme and the pehsion charge‘rebresents

the amounts payable by the company to the fund in respect of the year.
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Facebook UK Limited

‘Notes to the finanéial statements
for the year ended 31 December 2018

3.  Critical accounting estimates and judgements

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

Thé 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.

(i) Taxation

' Determlmng income tax provnsnons mvolves judgements on the tax. treatment of certain transactlons
Deferred tax is recognised. on deductlble temporary differences- where |t is probable that there wxll be -
taxable i income agamst whlch these | can be offset. See Nole 9 . R e

' (n) Useful economic lives of tanglble assets

The annual depreciation charge for tan‘gible 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 tanglbles and Note 2:12 for the useful economic lives
for each class of assets. . .

(iii) Provisions
The company makes an estimate of the present value of the 4dilapidation 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 17.
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Facebook UK Limited

Notes to the financial statements
for the year ended 31 December 2018

4, Revenue from contracts with customers

All revenue recognised relates to revenue from contracts with customers.:

- 2018 2017

} £000 . £000

Advertising reseller revenue . S ‘ 68,126 52,461
Sales support marketmg services and englneerlng support revenue 728,932 477,714
Total revenue - _ ' 797,088 530,175

Reconciliation between gross amounts from advertisers and others with amounts reported as revenue:

2018 7 2017

. £000 . T£000
Gross emouhts from'adveni:sers end others =~ - ' . 1, 655 855 ) 1,265,210 -
Cost of sales - reseller expense . ' . (858,797) (735,035)

797,058 .530,i75.

Advertising reseller and other revenue

5. Operating profit

The operatingv profit is stated after cha@ng/(cﬁediting);

2018 2017
. : ~ £000 £000
-Loss on disposal of fixed assets - 931 =

Depreciation of tangible fixed assets (Note 11) : 14,349 6.810

Amortisation of intangible assets (Note 10) ‘ - 52 58
Foreign exchange loss/(galn) ' S ) _ 162 . (594)
Research, development. and engineering expenses R : 356,214 263,682
Operating lease rentals : o . 33574 25365
Auditor's remuneration - audit services - , . 64 - 24

Audltors remuneratlon non audlt servnces - -

The directors of the company, during the current and previous year, were also.senior executives of, and -
.were remunerated by other Facebook entities and recelved no . remuneration for servnces to_ this
company. . - . . .
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Notes to the financial statements ;
for the year ended 31 December 2018

6.  Staffcosts

Staff costs were as follows:

-*  Wages and salaries’
Sacial security costs
Pension costs (Note 20)
- Share based payments charge (Note 19) U

The average monthly number of empioyees during the year was as follows;

 Engineering team )
Sales support and marketing team

7. Interest receivable and similar income .

Interest receivable from group undertakings
Bank interest receivable :

8. Interest’payAable and similar charges

Unwinding of. discount on provision (Note 17)
_ Other interest payable
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2018 2017
£000 _£000
230,245 144,989
45,415 27,090
10,412 6,551
145,641 115,275
431,713 - 293,905
2018 2017
‘No. No:
-'1,108 712
857 . 578
1,965 1,290
2018 2017
£000 £000
713
147 2
147 " 715
2018 2017
€000 . . £000 .
205 19
5
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Facebook UK Limited

Notes to the financial statements | S )

e

for the year ended 31 December 2018
Taxation ' .
.2018 2017
£000 £000
Corporation tax
Current tax on prbﬁt for the year - . - ' , - 30376 15792
*_Total current tax - o , ) © 30,376 . 15,792
Deferred tax
‘ .Oriéinatiéq_'énd A(éﬂ}er’sél of tiMiﬁg differg'nqés R B R _:‘ ' (2,594) o ; 448 '
.. Effects.of changes intaxrates ... . o ST S 879 - 0 952 -
Total deferred tax I (1,915 1,400
Tax charge on profit on ordinary activities . ' ' 28,461 17,192

_Factors affe;:ting tax charge for the year

The tax assessed for the year is different to the standard rate of corporation tax in the UK of 19% (2017:

. 19.25%). The differences are explained below:

. - 2018 2017
£000 £000
Profit on ordinary activities before tax ‘ . 96,600 62,767

Profit on ordinary activities multiplied by standard rate of corporation tax in

the UK of 19% (2017 19.25%) . ' 18,354 12.083
Effects of: ‘ ’ :

Expehses not deductible for tax purposes - ' 28,762 A 23,302
Additional expenses deductible for tax purposes ' . (19,334) - (19,145)
Effects of chariges in tax rates _ . 679 o ) 95_2.
Total tax charge for the year . ' , 28461 17,192

Factofs that rhay affect future ta'x 6hafges

Changes to,the UK corporation tax rates were substantively enacted as part of the Finance Bill 2016 (on
7 September 2016). These include reductions to the main rate to reduce the rate to 17% from 1 Aprit
2020. Deferred taxes at the balance sheet date have been measured using these enacted tax rates and
reflected in these financial statements.

&
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'Notes to the financial statements-
. for the year ended 31 December 2018

10. Intangible assets

Computer
software-
£000

Cost . ,
At 1 January 2018 S ' T ' o 173
Additions . ’ ' : .. 54
Disposals C .. e . (163)
© At31December2018 < . -~ . . L 4

‘Amo,rtis}at-ioﬁ"" _ , T _ e
At1Jdanuary 2018 - e T T T s R £ 1)

Charge for the year - _ : S ' . 52
Disposals S . ‘ (157)
-At 31 December 2018 o 14

Net book value.

At31 December 2018 ' R o )
- At 31 December 2017 . : - : 54"
o o
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Notes to the financial statements
for the year ended 31 December 2018

11. Tangible fixed assets

Assets in

: . the course
Leasehold Fixtures &. ‘Office  Computer of
improvements fittings equipment ~ equipment construction . Total
£000 £000 £000 £000 £000 £000
Cost . ‘ ) _
At 1 January 2018 78,338 1,568 15,543 2,562 . 992 99,003
Additions . Co- 11,684 » 152 5,995 305 5,149 © 23,285
Transfers intra N T R _ :‘
cogroup e T e e s 192 384 e s 192
. Disposals - 0. (1,389). .. (M) (3,018) . - (278) . . - " - (4,660)
2018 88,663 1,709 18,331 2,976 6,141 117,820
Depreciation . .
At 1 January 2018 10,776 788 5,472 . 1,062 . - 18,098
Charge for the year 7,821 . 315 5,346 867 - 14,349
Transfers intra . : . : . :
group : - - (43) (23) - - ~ (66)
Disposals . (437) 11) (3,015) (275) - (3,738) .
At 31 December e : - - - — - = JE—
2018 : . 18,160 1,092 7,760 1,631 - 28,643
Net book value
At 31 December , : - A C
. 2018 70,503 617 10,571 ' 1,345 6,141 . 89,177
At 31 December _ . 4 :
2017 ' 67,562 780 10,071 1,500 ' 992 ' 80,905
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Notes to the financial statements
for the year’ended 31 December 2018

12.

Debtors )
. S 2018 2017
‘ o £000 £000
Due after more than one year , ’ ' :
Deferred taxation (Note 16) . - 19,969 21,054
- ' 19,969 . 21,054 .
Due within one year '
" Trade debtors - .. 31742 269401 .
Amounts owed by group undertaklngs oo . ’ ’ . - 183,414 '_1,.53,306

"n'.Prepayments T PR S 8,318 93885 .

13.

© 511,474+ 432,592

Total debtors ‘ : ' ' 531,443 453,646

~ Trade debtor; are stated after provisions for impairment of £5.8 million (2017: £3.7 million).

Amounts owed by grdup undertakings are unsecured and repayable on demand.

Cash and cash equivalents

2018 2017

£000 £000
Cash and cash equivalents : "153,194 33,556

" The company together with other Iegal entities in the Facebook 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 nononally pooled balance of aII accounts |n the pool at the end of each
day is at least zero,, .

As part of this arrangement, cash and cash.equivalents amounting to £134.1 million (2017: Enil) 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 isa beneﬁcuary of a guarantee given by Facebook, Inc. under the Cash Pool Agreement to
guarantee the amounts owed to the third-party bank provider.
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14.  Creditors: amounts falling due within one year

) Trade creditors )
Amounts owed to group undertakings
Corporation tax o
Other taxation and socidl security
Accruals and deferred rent

2017

: ‘Am‘_é)q(its owed to group underfakings afe unsecured, r.épayable‘_oi’h defand 'éhq carry r.‘.\d_.'_intere_s.t{f o

15.-  Creditors: amounts falling due after more than one year

Amounts owed to group underlakmgs
Deferred rent

2018
£000 £000
15,251 5,313
320,801 234,407
7,540 2,987
62,509. 47,017
53,561 47,223 -
459,752 336,947
2018 - 2017
£000 £000
1,262 1,262
35,367 16,384
17,646

36,629

Amounts owed to group undertakings are unsecured and interest free. Whilst there is no fixed
. repayment date repayment of this balance will not be sought within twelve months of the statement of

financial position date.

16. Deferred taxation

v

At beglnmng of year - '
Credlted/(charged) to the statement of comprehensnve income
* Utilised in year :

" At end of year

Page 29

2018

2017.

£000 .- £000
21,054 28,130
1,915 (1,400)
(3,000) - (5.676)
19,969. - 21,054




" Facebook UK Limited

Notes to the financial stetements

16. -

17.

18.

for the year ended 31 December 2018

Deferred taxation (continued)

The deferred taxation balance is made up as follows:

2018 2017

£000 £000
Deductible temporary differences . : - . 19,969 21.054

The deferred tax asset mainly relates to unvested employee RSUs which are subject to a UK corporation
tax deductron on vestlng and deductlble temporary dlfferences on tanglble ftxed assets

: The deferred tax asset of £200 mrllron (2017 £21 1 mrlhon) has been recogntsed on the basrs rt is

probabte there will be sufficient future taxabte profits. agamst whrch the deductlble temporary dtfferences'

) can be utmsed

Provisions
| : . 2018 2017
. : ' o £000 . £000
Ditapidations o :
At beginning of year ' , e T . 13,080 - 6,105
Additions : ] = . 6,956
Unwinding of discount (Note 8) Py ) : B 205 19 -

A-t3‘t December' ) - ' ) 13,285 13,080

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 lncluded wrthln interest payable and similar charges. :

Share capital

2018 - 2017

) o £000 . £000
Authorised, allotted, called up and fully paid ] )

1,000 Ordinary-shares of £1 each  *. - . ' 1 1

All shares carry equal voting rights.
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19.

Share based payments

At 31 December 2018 Facebook, Inc. had one active stock based employee conipensation 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 Facebook UK
Limited. 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 permits the grant of RSUs over ordmary shares (class B common stock) in Facebook, Inc. The
per-share éxercise price of RSUs’ granted is generalty nil.

The falr value of each RSU is esumated on the date of grant as the share pnce at the date of grant

RSUs are granted to emptoyees under the Ptan upon htre or based on performance cnterla estabhshed '

by management ‘R8Us are |ndependent of ordinary share opttons and are. subject to’ forfelture if’

employmenit termmates prior to the release of.the restnctnons ’

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

A reconciliation of movements in the number of RSUs outstanding are as follows:

2018 2017
RSUs RSUs
) Number - Number
Outstanding at 1AJanuary ) 2,349,721 2,927,252 .
Granted . : 1,715,837 1,486,782
Movements* , : ’ (118,037) - (273,022)
Settled - : o (1,75,785)  (1,371,147)

Forfeited - - ' ) (191,337)  (420,144) -

Outstanding at 31 December 2,580,399 = 2,349,721

Vested, but not settled at 31 December 2018 ' - E '

-..* This.accounts for the net.change in outstanding "awards.due‘to:emplpyee transfers.across territaries.

The fair value of RSUs granted in the yearwas £123,0B (US$167.14) (2017: £116.11 (US$146.77)).

The weighted average share price during the year for RSUs settled was £128.54 (US$171.67) (2017:
£121.33(US$156.58)).

The total charge for the year relating to employee share based payment plans was £1456 mtlllon
(US$195.4 million) (2017 £115 3 'million (US$150.6 mulllon)) '
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20.

21.

. 22.

Pension commitments

The company operates a defined contributions pension scheme, The cost of contributions to- the defined
contribution scheme amounts to £10.4 million (2017: £6.6 million). There was an amount outstanding at
th_e year end totalling £0.9 miltion (2017: £0.4 million). Co

. First time adoption of IFRS 15, Revenue from contracts with c:ustomers

The changes to the company's accounting policies arising from the adoption of IFRS 15 set out in Note
2.3 has resulted in no recognition or measurement differences. Consequently. there |s no adjustment to

' openrng reserves to account for the new standard

- in. accordance with, the transrtlon provrsrons in IFRS 15 the company has adopted the new rules i
. ~retrospectrve|y and has restated comparatives for the 2017 finaricial year. The adoption of IFRS 16 has -
" resulted in a-change to the presentatron of revenue relatrng to the resale of advertising and such reseller -
reyenués are presented net. of assaciated costs of sales in the statemerit of comprehensrve income for
* the year ended 31 December 2018 and its restated comparatives for 2017 financial year. A reconciliation

between. gross reseller revenue from advertisers with the net reseller revenue reported for the year ended
31 Decémber 2018 and its comparatives have been provided in Note 4.

The impact on the 2017 comparatives is outlined in the table below:

As reported under . If reported.under
IFRS 15 Adjustment IAS 18
L , ) £'000 £'000 . £'000 -
Financial statement line item . e -
Revenue ' 530,175 . 735,035 1,265,210 .
‘Costofsales : (23,631) (735,035) "(758,666)

Commitments under-operating leases

At 31 December 2018 the company had future minimum lease payments under non-cancellable
operating leases as foIIows -

2018 2017

£000 £000
Not later than 1 year : B 40,878 7,552
Later than 1 year and not later than 5 years ' 164,521 101,012

- Later than 5 years ' . : SR 693,378 224,737 -

898,777, 333301
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23.

24.

25

“for the year ended 31 December 2018 )

Events since the end of the financial year

There have been no significant events affeﬁting the company since the'year end..

_Immediate parent undertaking and ultimate controliing party

The company's immediate parent undertaking i is Facebook Global Holdrngs il, LLC, a company registered
in Delaware, USA. . -

The company's ultimate parent undertaking is Facebook Inc., a company registered in Delaware USA
Facebook Inc prepares consolldated ﬁnancral statements which are pubhcly avallable at investor.fb.com,

:The company has availed of the exemptlon in FRS 101 paragraph 8(k) from d|sclosmg related pany.
._transactuons entered mto between two or more wholly owned members of the Facebook group S

Approval of the financial statererits

The financial statements were approved and authorised for issue by the directors on 23 September'2018..
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