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Securities registered pursuant to Section 12(b) of the Act:

Title of each class: Name of each exchange on which registered:
Class A Common Stock, par value $.00000625 per share The Nasdaq Global Select Market
Securities registered pursuant to Section 12(g) of the Act:

None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes © No x
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or 15(d) of the Act. Yes © No x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that
the registrant was required to submit and post such files). Yes x No ~

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this
Form 10-K or any amendment to this Form 10-K. x

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

Large accelerated filer x Accelerated filer
Non-accelerated filer ~~ (Do not check if a smaller reporting company) Smaller reporting company

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes © No x

The aggregate market value of the voting and non-voting common equity held by non-affiliates of the registrant was approximately
$3,257,034,695 as of the last business day of the registrant s most recently completed second fiscal quarter, based upon the closing sale price on
The NASDAQ Global Select Market reported for such date.
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As of February 15, 2013, there were 598,057,857 shares of the registrant s Class A common stock outstanding, 166,918,231 shares of the
registrant s Class B common stock outstanding and 20,517,472 shares of the registrant s Class C common stock outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant s Proxy Statement for the 2013 Annual Meeting of Stockholders are incorporated herein by reference in Part III of this
Annual Report on Form 10-K to the extent stated herein. The proxy statement will be filed with the Securities and Exchange Commission within
120 days of the registrant s fiscal year ended December 31, 2012.
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Zynga, the Zynga logo and other trademarks or service marks of Zynga appearing in this report are the property of Zynga. Trade names,
trademarks and service marks of other companies appearing in this report are the property of their respective holders.

References in this report to DAUs mean daily active users of our games, MAUs mean monthly active users of our games, MUUs mean monthly
unique users of our games, ABPU means average daily bookings per average DAU and MUPs mean monthly unique payers of our games.

Unless otherwise indicated, these metrics are based on internally-derived measurements across all platforms on which our games are played. For

further information about ABPU, DAUs, MAUs, MUPs, and MUUs as measured by us, see the section titled Management s Discussion and

Analysis of Financial Condition and Results of Operations Key Metrics.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains forward-looking statements. In some cases you can identify these statements by forward-looking
words such as believe, may, will, estimate, continue, anticipate, intend, could, would, project, plan, expect
negative or plural of these words or expressions. These forward-looking statements include, but are not limited to, statements concerning the
following:

]

our future relationship with Facebook, changes in the Facebook platform or changes in our agreements with Facebook;

our ability to launch successful new games and hit games for web and mobile generally in a timely manner;

sustaining and expanding our franchise games;

our ability to expand our offerings across several game genres;

our ability to extend our brand and games to mobile platforms;

our ability to transition our web franchises to mobile and create new franchises on the web and mobile;

the growth of the social games market, including the mobile market and the advertising market

the ability of our games to generate revenue and bookings for a significant period of time after launch and the timing for market
acceptance of new games;

retaining and adding players and increasing the monetization of our player base;

expanding our player network, including creating and building a mobile network and the success of that network;

user traffic and publishing games from third-party developers on our network;

our evaluation of new business opportunities, including our expansion into real money gaming;

our plans and opportunities to expand into real money gaming in the United Kingdom and elsewhere;

our ability to rationalize our product pipeline, reduce marketing and technology expenditures and consolidate certain facilities;
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our cost reduction plans and estimated savings and charges;

capital expenditures and investment in our network infrastructure, including data centers;

successfully acquiring and integrating companies and assets.

our use of working capital in general;

maintaining a technology infrastructure that can efficiently and reliably handle increased player usage, fast load times and the
deployment of new features and products;

attracting and retaining qualified employees and key personnel;

maintaining, protecting and enhancing our intellectual property;

protecting our players information and adequately addressing privacy concerns; and

our stock repurchase program.
These forward-looking statements are subject to a number of risks, uncertainties and assumptions, including those described in Part I. Item 1A.
Risk Factors of this Annual Report on Form 10-K. Moreover, we operate in a very competitive and rapidly changing environment and industry.
We are also highly reliant on Facebook and
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the Facebook platform for a significant portion of our revenue. Our relationship with Facebook, the Facebook platform and our agreements with
Facebook are subject to change. New risks emerge from time to time. It is not possible for our management to predict all of the risks related to
our business and operations, nor can we assess the impact of all factors on our business or the extent to which any factor, or combination of
factors, may cause actual results to differ materially from those contained in any forward-looking statements we may make. In light of these
risks, uncertainties and assumptions, the forward-looking events and circumstances discussed in this Annual Report on Form 10-K may not
occur and actual results could differ materially and adversely from those anticipated or implied in the forward-looking statements.

You should not rely upon forward-looking statements as predictions of future events. Although we believe that the expectations reflected in the
forward-looking statements are reasonable, we cannot guarantee that the future results, levels of activity, performance or events and
circumstances reflected in the forward-looking statements will be achieved or occur. We undertake no obligation to update any forward-looking
statements for any reason to conform these statements to actual results or to changes in our expectations.
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PARTI
ITEM 1. BUSINESS
Overview

Zynga Inc. ( Zynga or we or the Company ) isthe world s leading provider of social game services. We develop, market and operate online social
games as live services played over the Internet and on social networking sites and mobile platforms. Our games are accessible on Facebook and

other social networks, mobile platforms and Zynga.com. Generally, all of our games are free to play, and we generate revenue through the

in-game sale of virtual goods, mobile game download fees and advertising.

We are a pioneer and innovator of social games and a leader in making play a core activity on the Internet. We believe our leadership position in
social games is the result of our significant investment in our people, content, brand, technology and infrastructure. Our leadership position in
social games is defined by the following:

Large and Global Community of Players. According to AppData, as of December 31, 2012, we had five of the top 10 games on
Facebook based on DAUs. Our players are also more engaged, with our games being played by 63 million DAUs, worldwide as of
December 31, 2012. According to comScore, in the month of December 2012, players spent more time playing Zynga s mobile
games than the next five mobile game developers combined.

Leading Portfolio of Social Games. We have many of the most popular and successful online social games, including the FarmVille,
With Friends and Zynga Poker franchises, Bubble Safari, ChefVille, and Draw Something. As of December 31, 2012, according to
AppData, we had three of the top five social games on Facebook based on DAUSs.

Scalable Technology and Data. We process and serve more than a petabyte of content for our players every day, a volume of data
that we believe is unmatched in the social game industry. We continually analyze game data to optimize our games. We believe that
combining data analytics with creative game design enables us to create a superior player experience.
On mobile platforms, we have several of the most popular games, including Words With Friends, Draw Something and Zynga Poker. In March
2012, Apple announced that Words With Friends was number three on the 25 most downloaded iOS apps of all time for the iPhone and tenth
most downloaded for the iPad. In December 2012, Zynga Poker was named the top grossing App of 2012 according to the App Store chart.

We leverage our scale to increase player engagement, cross-promote our portfolio of games, continually enhance existing games, launch new
games and build the Zynga brand. We believe our scale results in network effects that deliver compelling value to our players, and we are
committed to making significant investments to grow our community of players, their engagement and our monetization over time.

Consistent with our free-to-play business model, a small portion of our players have been payers. During the three months ended December 31,
2012, we had approximately 2.9 million MUPs (excluding payers who use certain payment methods for which unique payer data is not
available). Because the opportunity for social interactions increases as the number of players increases, we believe that maintaining and growing
our overall number of players, including the number of players who may not purchase virtual goods, is important to the success of our business.
As a result, we believe that the number of players who choose to purchase virtual goods will continue to constitute a small portion of our overall
players as our business grows.

Our top three games historically have contributed the majority of our revenue. Our top three games accounted for 55%, 57% and 78% of our
online game revenue in 2012, 2011 and 2010, respectively.

Our operations are headquartered in San Francisco, California, and we have several operating locations in the U.S. as well as various
international office locations in Asia and Europe. We were originally organized in
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April 2007 and completed our initial public offering in December 2011, and our Class A common stock is listed on the NASDAQ Global Select
Market under the symbol ZNGA. As of December 31, 2012, we had 3,058 full-time employees.

Our Social Games

We design our social games to provide players with shared experiences that surprise and delight them. Our social games leverage the global
connectivity and distribution on Facebook, other social networks, mobile platforms and the With Friends Network, including Zynga.com. Our
games are generally free to play, span a number of genres and attract a community of players that is demographically and geographically
diverse. We operate our games as live services and update them with fresh content and new features to make them more social, enhance player
engagement and improve monetization. We analyze the data generated by our players game play and social interactions to guide the creation of
new content and features. We use this ongoing feedback loop to keep our games compelling and enhance the player experience.

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

Invest & Express. Represented by our market-leading web games such as FarmVille, CityVille, FarmVille 2, ChefVille and
CastleVille, these games allow our players to express their personalities by customizing the appearances of their characters and
building their own virtual city, farm, restaurant or castle.

Casino. Zynga Poker was our first social game and is the largest free-to-play online poker game in the world; we plan to continue
our investment in this category.

Casual. Includes some of our most popular titles like Words With Friends, Scramble With Friends, Draw Something and Bubble
Safari, these games provide chances for friendly competition and allow our players to quickly connect with friends and family when
they start a game and to build and enhance these relationships throughout the game experience.

Midcore Player versus Player. We began our investment in this category with the launch of Mafia Wars in June 2008 and have
continued that investment with the launch of Ayakashi in 2012 along with recently published games including Horn and
Respawnables.
We generate revenue from the following online services:
Virtual Goods and Paid Downloads
Our primary revenue source is the sale of virtual currency that players use to buy in-game virtual goods. Virtual currency can also be earned for
free through game play or by accepting promotional offers from our advertising partners. We also generate revenue when players purchase
mobile game downloads.

Advertising

Our advertising services offer creative ways for marketers and advertisers to reach and engage with our players. The goal of our
engagement-based advertising is to enhance the player experience while delivering real value to advertisers. Our advertising offerings include:

Branded Virtual Goods and Sponsorships that integrate advertising within game play;

Engagement Ads and Offers in which players can answer certain questions, watch-to-earn engagements or sign up for third party
services to receive virtual currency;
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Mobile Ads through ad-supported free versions of our mobile games, such as Words with Friends;
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Display Ads in our online web games that include banner advertisements; and

Licensing of our brands in toy and game product lines.
With Friends Network

We plan to expand our With Friends Network in 2013 to be accessible to both web players and mobile players alike to make games more
engaging, more social and more profitable. We began this effort with our beta launch of Zynga.com on the web in 2012. The With Friends
Network enables players to meet and connect with other players who share a love for social games across both web and mobile, ultimately
giving them more friends to play with. Players progress faster in their games by connecting with the entire With Friends Network to instantly get
what they need to complete quests, obtain virtual items and advance to the next level.

Our Strategy

Our mission is to connect the world through games. In pursuit of our mission, we encourage entrepreneurship and intelligent risk taking to
produce great games and breakthrough innovations. The key elements of our strategy are:

Make Games Free, Accessible and Fun. We operate our games as live services that are available anytime and anywhere. We design
our social games to provide players with easy access to shared experiences that delight, amuse and entertain, and we will continue to
update our games on an ongoing basis with fresh content and new features to make them more social and fun for our players.

Launch New Games. We will continue to invest in building new games to expand the genres of games that we offer, further engage
with our existing players and attract new players.

Continue Mobile Growth. We believe there is a large opportunity to extend our brand and games to mobile platforms such as Apple
iOS and Google Android. We also believe the With Friends Network, our social gaming network for mobile players, will enhance
our audience and increase the engagement of our mobile players. We will continue to make our games accessible on a large number
of mobile and other Internet-connected devices and invest in developing and acquiring mobile development talent, technologies and
content.

Enhance Existing Franchises. We will continue to enhance our market-leading franchises including FarmVille, Words with Friends
and Zynga Poker. We regularly update our games after launch to encourage social interactions, add new content and features and
improve monetization.

Create the Leading Game Network. We are committed to creating the leading social game network for players and began this effort
with the launch of Zynga.com for web players in 2012. We plan to further expand our With Friends Network in 2013 to be accessible
to both web players and mobile players alike to make games more engaging, more social and more profitable. We have opened up
our application programming interface (  API ) layer to third party developers and continue to register new developers and partners
who want to launch their games on our network.

Expand Into RMG. In the first half of 2013, we plan to expand into RMG in the United Kingdom through a partnership with
bwin.party, a leading international RMG operator. We believe this is a great opportunity to enter the real money gaming market. We
will continue to look for opportunities to create high quality gaming experiences for our players in this market. In December of 2012
we filed an Application for a Preliminary Finding of Suitability from the Nevada Gaming Control Board.

Table of Contents 11



Edgar Filing: ZYNGA INC - Form 10-K

Extend our Technology Leadership Position. Our proprietary technology stack and data analytics are competitive advantages that
enhance our ability to create the world s best social games. We will continue to innovate and optimize our network infrastructure to
cost-effectively ensure high performance and high availability for our social games.
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Our Technology Stack

We have invested extensively in developing our proprietary technology stack, which has the ability to handle sudden bursts of activity for
millions of players over a short period of time with high levels of performance and reliability, to support the growth of our business. Our
proprietary technology stack includes datacenter and cloud computing management, a shared code base, network and cross-promotional features
and proprietary data analytics. Our technology stack also supports the growth of our 2D and 3D game engines across the mobile business in
addition to supporting high-level security and anti-fraud infrastructure. We believe that our technology stack is a competitive advantage and we
will continue to innovate and optimize our stack to extend our technology leadership.

Marketing

We acquire most of our players through unpaid channels. We have been able to build a large community of players through the viral and sharing
features provided by social networks, the social innovations in our games and the network effects of our games.

We are committed to connecting with our players. We have fan pages, generally on Facebook, for each of our games to connect with our
players; and we leverage various other forms of social media, including Twitter, to communicate with them. We periodically host live and online
player events. We also use traditional advertising activities, primarily online advertising spending on Facebook.

Agreements with Facebook

To date, we have derived a significant portion of our bookings (81% in 2012) and revenue (86% in 2012) and acquired substantially all of our
players from our games played on Facebook. We expect to continue to derive a significant portion of our revenue from games played on the
Facebook platform for the foreseeable future. We have entered into two addenda to Facebook s standard terms of service that govern the
distribution, promotion and operation of our games through the Facebook platform. Our first addendum requires us to use Facebook Credits as
the primary payment method for any of our games that are either on the Facebook platform or that utilize the data from the Facebook social
graph, and requires Facebook to remit to us an amount equal to 70% of the price stated to our players. The second addendum obligated us to use
Facebook Credits as the sole in-game payment mechanism in any games launched on our own social gaming network, and entitled Facebook to
retain 30% of the stated price for transactions on our network. The second addendum also required us to use Facebook as the exclusive social
platform for the Zynga properties and to exclusively launch certain of our games on the Facebook platform for up to twelve months, subject to
certain exceptions.

In June 2012, Facebook announced its plans to discontinue the use of Facebook Credits and instead will offer pricing of our virtual goods in
local currencies. Facebook will continue to retain 30% of the stated price for transactions on their platform under the terms of their new
payments program. We expect to begin our transition away from Facebook Credits and to adopt Facebook s local currency-based payments
model in the first half of 2013.

On November 28, 2012, we amended our agreements with Facebook such that our use of the Facebook platform and any data from Facebook on
any Zynga service offered through a Zynga game page (for example, the With Friends Network) will be governed by Facebook s standard terms
of service beginning on March 31, 2013. Under the current terms of service, we will be limited in our ability to use a Facebook user s friends list
and Facebook s communication channels to promote the With Friends Network. In December 2012, Facebook amended its standard terms of
service to prohibit (i) apps on the Facebook canvas from promoting or linking to game sites other than Facebook and (ii) the use of emails
obtained from Facebook to promote or link to desktop web games on platforms other than Facebook. We will be prohibited from
cross-promoting traffic to games that are offered on platforms other than Facebook from our games on Facebook. We will not be permitted to
use e-mail addresses obtained from Facebook to promote desktop web games that are not on the Facebook platform, subject to certain limited
exceptions.
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Beginning on March 31, 2013, we will no longer be obligated to display Facebook advertising units or utilize Facebook s payment services
(Facebook Credits and/or local-currency based payments) on any Zynga game pages. We will have the right to process our own payments, and
Facebook will no longer have the right to receive 30% of the proceeds from payments made on the With Friends Network.

In addition, as of March 31, 2013, we will no longer be required to use Facebook as the exclusive social platform for the Zynga properties, or be
required to grant certain title exclusivities of Zynga games on the Facebook platform, subject to certain exceptions. However, any social game
launched after March 31, 2013 by Zynga will generally be available through the Facebook web site concurrent with, or shortly following, the
time such game is made available on another social platform or a Zynga property.

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

Intellectual Property

Our business is significantly based on the creation, acquisition, use and protection of intellectual property. Some of this intellectual property is in
the form of software code, patented technology and trade secrets that we use to develop our games and to enable them to run properly on
multiple platforms. Other intellectual property we create includes product and feature names and audio-visual elements, including graphics,
music, story lines and interface design.

While most of the intellectual property we use is created by us, we have acquired rights to proprietary intellectual property. We have also
obtained rights to use intellectual property through licenses and service agreements with third parties. These licenses typically limit our use of
intellectual property to specific uses and for specific time periods.

We protect our intellectual property rights by relying on federal, state and common law rights, as well as contractual restrictions. We actively
seek patent protection covering inventions originating from the company and acquire patents we believe may be useful or relevant to our
business. We control access to our proprietary technology by entering into confidentiality and invention assignment agreements with our
employees and contractors, and confidentiality agreements with third parties. We also actively engage in monitoring and enforcement activities
with respect to infringing uses of our intellectual property by third parties.

In addition to these contractual arrangements, we also rely on a combination of trade secret, copyright, trademark, trade dress, domain name and
patents to protect our games and other intellectual property. We typically own the copyright to the software code to our content, as well as the
brand or title name trademark under which our games are marketed. We pursue the registration of our domain names, copyrights, trademarks,
and service marks in the United States and in locations outside the United States. Our registered trademarks in the United States include Zynga,
the names of our games and company taglines, among others.

Circumstances outside our control could pose a threat to our intellectual property rights. For example, effective intellectual property protection
may not be available in the United States or other countries in which our games are distributed. Also, the efforts we have taken to protect our
proprietary rights may not be sufficient or effective. Any significant impairment of our intellectual property rights could harm our business or
our ability to compete. Also, protecting our intellectual property rights is costly and time-consuming. Any unauthorized disclosure or use of our
intellectual property could make it more expensive to do business, thereby harming our operating results.
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Companies in the Internet, games, social media, technology and other industries may own large numbers of patents, copyrights and trademarks
and may frequently request license agreements, threaten litigation or file suit against us based on allegations of infringement or other violations
of intellectual property rights. From time to time, we have faced, and we expect to face in the future, allegations by third parties, including our
competitors and non-practicing entities, that we have infringed their copyrights, trademarks, patents and other intellectual property rights. As we
face increasing competition and as our business grows, we will likely face more claims of infringement.

Competition

We face significant competition in all aspects of our business. Specifically, we compete for the leisure time, attention and discretionary spending
of our players with other social game developers on the basis of a number of factors, including quality of player experience, brand awareness
and reputation and access to distribution channels.

We believe we compete favorably on these factors. However, our industry is evolving rapidly and is becoming increasingly competitive. Other
developers of social games could develop more compelling content that competes with our social games and adversely affects our ability to
attract and retain players and their entertainment time. These competitors, including companies of which we may not be currently aware, may
take advantage of social networks, access to a large user base and their network effects to grow rapidly and virally.

Our competitors include:

Game Developers for Facebook and Other Social Networks: We face competition from a number of competitors who develop social
games for use on Facebook and other social networks. These competitors, some of which have significant financial, technical and
other resources, greater name recognition and have longer operating histories, may create similar games to reach our players. Some
of these competitors include Crowdstar, Inc., DeNA, Electronic Arts Inc., King.com, Social Point, The Walt Disney Company,
Vostu, Ltd. and Wooga GmbH. Because our games are free to play, we compete primarily on the basis of player experience rather
than price. We could face additional competition if large companies with significant online presences, such Facebook, Inc., Google
Inc., Microsoft Corporation and Tencent Holdings Limited, choose to enter or expand in the social games space or develop
competing social games.

Game Developers for Mobile: The mobile game sector is characterized by frequent product introductions, rapidly emerging mobile
platforms, new technologies and new mobile application storefronts. Some of our competitors in the mobile game market include
Addmired, DeNA Co. Ltd., Disney Mobile, Electronic Arts, Gameloft, Glu Mobile, GREE International Inc., Rovio Mobile Ltd,
Storm8, Inc. and Supercell. We expect new mobile-game competitors to enter the market and existing competitors to allocate more
resources to develop and market competing games and applications.

Other Game Developers: Our players may also play other games on personal computers and consoles, some of which include social
features that compete with our social games and have community functions where game developers can engage with their players.
Some of these competitors include Activision Blizzard, Inc., Electronic Arts, SEGA of America, Inc., The Walt Disney Company
and THQ Inc.

Other Forms of Media and Entertainment: We compete more broadly for the leisure time and attention of our players with providers
of other forms of Internet and mobile entertainment, including social networking, online casual entertainment and music. To the
extent existing or potential players choose to read, watch or listen to online content or streaming video or radio, play interactive
video games at home or on their computer or mobile devices rather than play social games, these content services pose a competitive
threat.
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Our Core Values

We were founded on a deeply held passion for games and for family and friends playing together. Our passion for play is at the core of our
mission: to connect the world through games. Our mission and our core values drive everything that we do: design social games that everyone
wants to play, assemble and retain talented teams, prioritize our opportunities and make investment decisions.

Our core values have enabled us to scale our organization and innovate a new way to play. We encourage innovation, the creation of compelling
game experiences and acting quickly. These factors are critical to extending our leadership position as we seek to continue building successful
franchises. We embrace ownership, meritocracy, career growth and focus on the long-term to motivate our employees and attract and retain
world class game design, product management, engineering and operational talent. We remain steadfast in our commitment to surprise and
delight our players. We believe our unique company culture serves as the foundation of our success. Our core values are:

Build games that you and your friends love to play

Surprise and delight our players

Zynga is a meritocracy

Be a CEO and own outcomes

Work Zynga smart

Zynga first; decisions for the greater good

Always innovate
Research and Development

We believe continued investment in enhancing existing games and developing new games, and in software development tools and code
modification, is important to attaining our strategic objectives. Our research and development expenses were $645.6 million, $727.0 million and
$149.5 million in 2012, 2011 and 2010, respectively, which included stock-based expense of $200.6 million, $374.9 million and $10.2 million,
respectively. We expect research and development expense to rise due to the increasing required investment to launch high quality games across
multiple devices and platforms.

Government Regulation

We are subject to a number of foreign and domestic laws and regulations that affect companies conducting business on the Internet, many of
which are still evolving and could be interpreted in ways that could harm our business. In the United States and internationally, laws relating to
the liability of providers of online services for activities of their users and other third parties are currently being tested by a number of claims,
including actions based on invasion of privacy and other torts, unfair competition, copyright and trademark infringement, and other theories
based on the nature and content of the materials searched, the ads posted, or the content provided by users. Any court ruling or other
governmental action that imposes liability on providers of online services for the activities of their users and other third parties could harm our
business. We are potentially subject to a number of foreign and domestic laws and regulations that affect the offering of certain types of content,
such as that which depicts violence, many of which are ill defined, still evolving and could be interpreted in ways that could harm our business
or expose us to liability.
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In addition, rising concern about the use of social networking technologies for illegal conduct, such as the unauthorized dissemination of
national security information, money laundering or supporting terrorist activities may in the future produce legislation or other governmental
action that could require changes to our games or restrict or impose additional costs upon the conduct of our business.
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Some of our games are based upon traditional casino games, such as poker. We have structured and operate our casino-themed games, including,
Zynga Poker, with the gambling laws in mind and believe that playing such games does not constitute gambling. However, we have begun
efforts to expand our business to include RMG. We recently announced a partnership agreement with bwin.party to develop, test and operate
certain real money online poker and casino games in the United Kingdom. The real money games will be powered by the established operating
platform and software of bwin.party and will operate under bwin.party s gambling licenses in the applicable jurisdictions. In addition, in
December 2012 we filed an Application for a Preliminary Finding of Suitability with the Nevada Gaming Control Board. RMG is subject to
stringent, complicated and rapidly changing licensing and regulatory requirements, both federally and in each state, as well as internationally.
Regulatory and legislative developments, including excessive taxation, may prevent or significantly limit our ability to enter into or succeed in
RMG. Becoming familiar with and complying with these requirements will increase our costs and subject our business to greater scrutiny by
regulators in many different jurisdictions.

We also sometimes offer our players various types of sweepstakes, giveaways and promotion opportunities. We are subject to laws in a number
of jurisdictions concerning the operation and offering of such activities and games, many of which are still evolving and could be interpreted in
ways that could harm our business. Any court ruling or other governmental action that imposes liability on providers of online services could
result in criminal or civil liability and could harm our business.

In the area of information security and data protection, many states have passed laws requiring notification to users when there is a security
breach for personal data, such as the 2002 amendment to California s Information Practices Act, or requiring the adoption of minimum
information security standards that are often vaguely defined and difficult to implement. The costs of compliance with these laws may increase
in the future as a result of changes in interpretation. Furthermore, any failure on our part to comply with these laws may subject us to significant
liabilities.

We are also subject to federal, state and foreign laws regarding privacy and protection of player data, including the collection of data from
minors. We post our Privacy Policy and Terms of Service online, in which we describe our practices concerning the use, transmission and
disclosure of player data. Any failure by us to comply with our posted privacy policy or privacy related laws and regulations could result in
proceedings against us by governmental authorities or others, which could harm our business. In addition, the interpretation of data protection
laws, and their application to the Internet is unclear and in a state of flux. There is a risk that these laws may be interpreted and applied in
conflicting ways from state to state, country to country, or region to region, and in a manner that is not consistent with our current data
protection practices. Complying with these varying international requirements could cause us to incur additional costs and change our business
practices. Further, any failure by us to adequately protect our players privacy and data could result in a loss of player confidence in our services
and ultimately in a loss of players, which could adversely affect our business.

In addition, some concern has been expressed in Europe and in certain countries that social gaming should be regulated to protect consumers, in
particular minors and persons susceptible to addiction to social games. This concern could lead to the adoption of legislation or regulations that
may impose additional burdens upon us, prohibit the offering of our games to certain users or territories, increase our costs or require changes to
our games.

Also, because our services are accessible worldwide, certain foreign jurisdictions have claimed and others may claim that we are required to
comply with their laws, including in jurisdictions where we have no local entity, employees or infrastructure.

Available Information

Our website is located at www.zynga.com, and our investor relations website is located at http://investor.zynga.com. The following filings are
available through our investor relations website after we file
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them with the SEC: Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and our Proxy Statements
for our annual meetings of stockholders, for the last year. These filings are also available for download free of charge on our investor relations
website. Further, a copy of this Annual Report on Form 10-K is located at the SEC s Public Reference Room at 100 F Street, NE, Washington,
D.C. 20549. Information on the operation of the Public Reference Room can be obtained by calling the SEC at 1-800-SEC-0330.

We webcast our earnings calls and certain events we participate in or host with members of the investment community on our investor relations
website. Additionally, we provide notifications of news or announcements regarding our financial performance, including SEC filings, investor
events, press and earnings releases as part of our investor relations website. Investors and others can receive notifications of new information
posted on our investor relations website in real time by signing up for email alerts and RSS feeds. Further corporate governance information,
including our certificate of incorporation, bylaws, governance guidelines, board committee charters, and code of conduct, is also available on our
investor relations website under the heading Corporate Governance. The contents of our websites are not incorporated by reference into this
Annual Report on Form 10-K or in any other report or document we file with the SEC, and any references to our websites are intended to be
inactive textual references only.

ITEM 1A. RISK FACTORS

We have identified the following risks and uncertainties that may have a material adverse effect on our business, financial condition or results of
operations. The risks described below are not the only ones we face. Additional risks not presently known to us or that we currently believe are
not material may also significantly impair our business operations. Our business could be harmed by any of these risks. The trading price of our
Class A common stock could decline due to any of these risks, and you may lose all or part of your investment. In assessing these risks, you
should also refer to the other information contained in this Annual Report on Form 10-K, including our condensed consolidated financial
statements and related notes.

Risks Related to Our Business and Industry
If Facebook changes its standard terms and conditions for developers in a way that is detrimental to us, our business will suffer.

Facebook is currently the primary distribution, marketing, promotion and payment platform for our games. To date, we have derived a
significant portion of our bookings (81% in 2012) and revenue (86% in 2012) and acquired substantially all of our players through Facebook.
We expect to continue to derive a significant portion of our bookings and revenue from the Facebook platform for the foreseeable future. Except
for the addenda described below, we are subject to Facebook s standard terms and conditions for application developers, which govern the
promotion, distribution and operation of games and other applications on the Facebook platform, and which are subject to change by Facebook
at its sole discretion at any time. If Facebook changes its standard terms and conditions in a way that is detrimental to us, our business would be
harmed and our operating results would be adversely affected.

We have entered into two addenda to Facebook s standard terms of service that govern the distribution, promotion and operation of our games
through the Facebook platform. The first addendum required us to use Facebook Credits as the primary payment method for any of our games
that are either on the Facebook platform or that utilize the data from the Facebook social graph, and requires Facebook to remit to us an amount
equal to 70% of the price stated to our players. The second addendum obligated us to use Facebook Credits as the sole in-game payment
mechanism in any games launched on our own social gaming network, and entitled Facebook to retain 30% of the stated price for transactions
on our network. The second addendum also required us to use Facebook as the exclusive social platform for the Zynga properties and to
exclusively launch certain of our games on the Facebook platform for up to twelve months, subject to certain exceptions.
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In June 2012, Facebook announced its plans to discontinue the use of Facebook Credits and instead will offer pricing of our virtual goods in
local currencies. Facebook will continue to retain 30% of the stated price for transactions on their platform under the terms of their new
payments program. We expect to begin our transition away from Facebook Credits and to adopt Facebook s local currency-based payments
model in the first half of 2013.

On November 28, 2012, we amended our agreements with Facebook such that our use of the Facebook platform and any data from Facebook on
any Zynga service offered through a Zynga game page (for example, the With Friends Network) will be governed by Facebook s standard terms
of service beginning on March 31, 2013. Under the current terms of service, we will be limited in our ability to use a Facebook user s friends list
and Facebook s communication channels to promote the With Friends Network. This may limit our ability to reach Facebook users from the With
Friends Network and may limit the number of players that use the With Friends Network. In December 2012, Facebook amended its standard
terms of service to prohibit (i) apps on the Facebook canvas from promoting or linking to game sites other than Facebook and (ii) the use of
emails obtained from Facebook to promote or link to desktop web games on platforms other than Facebook. We will be prohibited from
cross-promoting traffic to games that are offered on platforms other than Facebook from our games on Facebook. We will not be permitted to

use e-mail addresses obtained from Facebook to promote desktop web games that are not on the Facebook platform, subject to certain limited
exceptions.

Beginning on March 31, 2013, we will no longer be obligated to display Facebook advertising units or utilize Facebook s payment services
(Facebook Credits and/or local-currency based payments) on any such Zynga game pages. We will have the right to process our own payments,
and Facebook will no longer have the right to receive 30% of the proceeds from payments made on the With Friends Network.

In addition, as of March 31, 2013, we will no longer be required to use Facebook as the exclusive social platform for the Zynga properties, or be
required to grant certain title exclusivities of Zynga games on the Facebook platform, subject to certain exceptions. However, any social game
launched after March 31, 2013 by Zynga will generally be available through the Facebook web site concurrent with, or shortly following, the
time such game is made available on another social platform or a Zynga property.

The addenda, including our recent amendments, with Facebook will each expire in 2015. Our current agreements with Facebook allow our users
to use Zynga/Facebook co-branded game cards for the redemption of Facebook Credits and also allows for our own Zynga game cards, which
were previously printed and delivered to our distributors and retailers, to continue to be sold to game players until all such cards are sold. We do
not plan to print and sell more of our own cards for redemption on the Facebook platform, however we have the right to sell our own game cards
on other platforms, including on the With Friends Network after March 31, 2013.

Our business may be harmed if:

Facebook discontinues or limits access to its platform by us;

Facebook terminates or does not renew or modifies our addenda or seeks to terminate our contractual relationship altogether;

Facebook determines that we are a competitor or otherwise prohibits us from offering our games on the Facebook platform;

Facebook modifies its terms of service or other policies, including fees charged to, or other restrictions on, us, other application
developers, or Facebook changes how the personal information of its users is made available to application developers on the
Facebook platform or shared by users;

Facebook establishes more favorable relationships with one or more of our competitors; or

Facebook develops its own competitive offerings.
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In addition, we have benefited from Facebook s strong brand recognition and large user base. If Facebook loses its market position or otherwise
falls out of favor with Internet users or other factors cause its user base to stop growing or shrink, we would need to identify alternative channels
for marketing, promoting and distributing our games, which would consume substantial resources and may not be effective, or available at all.
As noted above, Facebook has broad discretion to change its terms of service and other policies with respect to us and other developers, and
those changes may be unfavorable to us. For example, starting in April 2011, Facebook s policy requiring that applications on Facebook accept
only its virtual currency, Facebook Credits, as payment from users, provided Facebook with a greater share of payments made by our players
than it did when other payment options were allowed. Facebook may also change its fee structure, add fees associated with access to and use of
the Facebook platform, change how the personal information of its users is made available to application developers on the Facebook platform
or restrict how Facebook users can share information with friends on their platform or across platforms other than Facebook. Beginning in early
2010, Facebook changed its policies for application developers regarding use of its communication channels. These changes limited the level of
communication among users about applications on the Facebook platform. As a result, the number of our players on Facebook declined. In
addition, Facebook s policy requiring that applications on Facebook accept only Facebook Credits as payment from users provided Facebook
with a greater share of payments made by our players than it did when other payment options were allowed. Our current agreements with
Facebook allow our users to use Zynga-branded game cards for the redemption of Facebook Credits in our games on Facebook. Our game cards
that were previously printed and delivered to our distributors and retailers may continue to be sold to game players until all such cards are sold.
We do not plan to print and sell more of our cards for redemption on the Facebook platform; however, we have the right to sell our own game
cards for use on other platforms, including the With Friends Network after March 31, 2013. Our future bookings and revenue may be negatively
impacted during this transition period and upon the expiration of our game card program. Any such changes in the future could significantly
alter how players experience or interact within our games, which may harm our business.

We operate in a new and rapidly changing industry, which makes it difficult to evaluate our business and prospects.

The social game industry, through which we derive substantially all of our revenue, is a new and rapidly evolving industry. The growth of the
social game industry and the level of demand and market acceptance of our games are subject to a high degree of uncertainty. Our future
operating results will depend on numerous factors affecting the social game industry, many of which are beyond our control, including:

our ability to extend our brand and games to mobile platforms and the timing and success of such mobile game launches;

continued worldwide growth in the adoption and use of Facebook and other social networks;

changes in consumer demographics and public tastes and preferences;

the availability and popularity of other forms of entertainment;

the worldwide growth of personal computer, broadband Internet and mobile device users, and the rate of any such growth;

the transition of our players from the web to mobile devices; and

general economic conditions, particularly economic conditions adversely affecting discretionary consumer spending.
Our ability to plan for game development, distribution and promotional activities will be significantly affected by our ability to anticipate and
adapt to relatively rapid changes in the tastes and preferences of our current and potential players. New and different types of entertainment may
increase in popularity at the expense of social games. A decline in the popularity of social games in general, or our games in particular would
harm our business and prospects.
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Our growth prospects may suffer if the With Friends Network is unsuccessful.

We plan to expand our With Friends Network in 2013 to be more accessible to both web players and mobile players alike to make games more
engaging, more social and more profitable. We began this effort with our beta launch of Zynga.com on the web in 2012. Our ability to increase
our player base and revenue will depend, in part, on the successful operation and growth of the With Friends Network, including its extension to
mobile. If the With Friends Network fails to engage players, interest third-party game developers or attract advertisers, we may fail to generate
sufficient revenue or bookings to justify our investment in the development and operation of the With Friends Network. We have limited
experience launching third-party developed games on the With Friends Network, or supporting games developed by third parties. We may also
encounter technical and operational challenges operating a network

On November 28, 2012, we amended our agreements with Facebook such that our use of the Facebook platform and any data from Facebook on
any Zynga service offered through a Zynga game page (for example, the With Friends Network) will be governed by Facebook s standard terms
of service beginning on March 31, 2013. Under the current terms of service, we will be limited in our ability to use a Facebook user s friends list
and Facebook s communication channels to promote the With Friends Network. This may limit our ability to reach Facebook users from the With
Friends Network, and may limit the number of players that use the With Friends Network. In December 2012, Facebook amended its standard
terms of service to prohibit (i) apps on the Facebook canvas from promoting or linking to game sites other than Facebook and (ii) the use of
emails obtained from Facebook to promote or link to desktop web games on platforms other than Facebook. We will be prohibited from
cross-promoting traffic to games that are offered on platforms other than Facebook from our games on Facebook. We will not be permitted to
use e-mail addresses obtained from Facebook to promote desktop web games that are not on the Facebook platform, subject to certain limited
exceptions. If we are not successful with the overall monetization of the With Friends Network, we may not be able to maintain or grow our
revenue as anticipated and our financial results could be adversely affected.

Our revenue, bookings and operating margins may decline.

From 2010 to 2011, our revenue increased from $0.60 billion to $1.14 billion and from 2011 to 2012, our revenue increased from $1.14 billion
to $1.28 billion, which represent an annual increase of 91% and 12%, respectively. From 2010 to 2011, our bookings increased from $0.84
billion to $1.16 billion, which represents an annual increase of 38%, and from 2011 to 2012 our bookings decreased from $1.16 billion to $1.15
billion, which represents an annual decrease of approximately 1%. We expect that our revenue and bookings will decline in the first quarter of
2013. In addition, we believe that our operating margin will continue to experience downward pressure as a result of increasing competition and
the need for increased operating expenditures for many aspects of our business. Further, the increased stock-based expense associated with
restricted stock units ( ZSUs ) issued to our directors, employees and consultants, which we had not recognized prior to our initial public offering,
will also exert downward pressure on our operating margin. We expect to continue to expend substantial financial and other resources on game
development, including mobile games, the expansion of our With Friends Network, international expansion and our network infrastructure. Our
operating costs will increase if we do not effectively manage costs. In addition, weak economic conditions or other factors could cause our
business to contract, requiring us to implement significant additional cost cutting measures, including a decrease in research and development,
which could harm our long-term growth.

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

Developing games for mobile platforms is an important component of our strategy. We have devoted and we expect to continue to devote
substantial resources to the development of our mobile games, and we cannot guarantee that we will continue to develop games that appeal to
players or advertisers. In addition, we may encounter difficulty in integrating features on games developed for mobile platforms that a sufficient
number of players will pay for or otherwise sufficiently monetizing mobile games. Generally, our mobile games monetize at a lower rate than
our web-based games and we may not be successful in our efforts to increase our monetization
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from mobile games. If we are unable to implement successful monetization strategies for our mobile games, our ability to grow revenue and our
financial performance will be negatively affected.

Our ability to successfully develop games for mobile platforms will depend on our ability to:

anticipate and effectively respond to the growing number of players switching from web-based to mobile games, the changing
mobile landscape and the interests of players on mobile platforms;

attract, retain and motivate talented game designers, product managers and engineers who have experience developing games for
mobile platforms;

expand on our current mobile games;

effectively market new mobile games to our existing web-based players and players of our current mobile games;

expand our With Friends Network to mobile;

minimize launch delays and cost overruns on the development of new games;

effectively monetize mobile games without degrading the social game experience for our players;

develop games that provide for a compelling and optimal user experience through existing and developing third party technologies,
including third party software and middleware utilized by our players; and

acquire and successfully integrate high quality mobile game assets, personnel or companies.
These and other uncertainties make it difficult to know whether we will succeed in continuing to develop successful mobile games. If we do not
succeed in doing so, our growth prospects will suffer.

Any failure or significant interruption in our network could impact our operations and harm our business.

Our technology infrastructure is critical to the performance of our games and to player satisfaction. Our games run on a complex distributed
system, or what is commonly known as cloud computing. We own, operate and maintain the primary elements of this system, but some elements
of this system are operated by third parties that we do not control and which would require significant time to replace. We have experienced, and
may in the future experience, website disruptions, outages and other performance problems due to a variety of factors, including infrastructure
changes, human or software errors and capacity constraints. For example, the operation of CityVille was interrupted for several hours in April of
2011 and the operation of most of our games was interrupted for several hours in January of 2013, in each case due to network outages. If a
particular game is unavailable when players attempt to access it or navigation through a game is slower than they expect, players may stop
playing the game and may be less likely to return to the game as often, if at all. A failure or significant interruption in our game service would
harm our reputation and operations. We expect to continue to make significant investments to our technology infrastructure to maintain and
improve all aspects of player experience and game performance. To the extent that our disaster recovery systems are not adequate, or we do not
effectively address capacity constraints, upgrade our systems as needed and continually develop our technology and network architecture to
accommodate increasing traffic, our business and operating results may suffer. We do not maintain insurance policies covering losses relating to
our systems and we do not have business interruption insurance.
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Security breaches, computer malware and computer hacking attacks have become more prevalent in our industry, have occurred on our systems
in the past and may occur on our systems in the future. Any security
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breach caused by hacking, which involves efforts to gain unauthorized access to information or systems, or to cause intentional malfunctions or
loss or corruption of data, software, hardware or other computer equipment, and the inadvertent transmission of computer viruses could harm
our business, financial condition and operating results. We have experienced and will continue to experience hacking attacks. Because of our
prominence in the social game industry, we believe we are a particularly attractive target for hackers.

In addition, our games involve the storage and transmission of players personal information in our facilities and on our equipment, networks and
corporate systems. Security breaches could expose us to litigation, remediation costs, increased costs for security measures, loss of revenue,
damage to our reputation and potential liability. Our player data and corporate systems and security measures may be breached due to the actions
of outside parties, employee error, malfeasance, a combination of these, or otherwise, and, as a result, an unauthorized party may obtain access

to our data or our players data. Additionally, outside parties may attempt to fraudulently induce employees or players to disclose sensitive
information in order to gain access to our players data. We must continuously examine and modify our security controls and business policies to
address the use of new devices and technologies enabling players to share data and communicate in new ways, and the increasing focus by our
players and regulators on controlling and protecting user data.

Because the techniques used to obtain unauthorized access, disable or degrade service, or sabotage systems change frequently or may be
designed to remain dormant until a predetermined event and often are not recognized until launched against a target, we may be unable to
anticipate these techniques or implement adequate preventative measures. Though it is difficult to determine what harm may directly result from
any specific interruption or breach, any failure to maintain performance, reliability, security and availability of our network infrastructure to the
satisfaction of our players may harm our reputation and our ability to retain existing players and attract new players.

If an actual or perceived breach of our security occurs, the market perception of the effectiveness of our security measures could be harmed, we
could lose players, and we could suffer financial exposure due to such events or in connection with remediation efforts, investigation costs,
changed security, and system protection measures.

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

Compared to all players who play our games in any period, only a small portion are paying players. During the year ended December 31, 2012,
we had approximately 3.4 million MUPs (excluding payers who use certain payment methods for which unique payer data is not available), who
represent approximately two percent of our total players. We lose players in the ordinary course of business. In order to sustain our revenue
levels, we must attract, retain and increase the number of players or more effectively monetize our players. To retain players, we must devote
significant resources so that the games they play retain their interest and attract them to our other games. If we fail to grow or sustain the number
of our players, or if the rates at which we attract and retain players declines or if the average amount our players pay declines, our business may
not grow and our financial results will suffer.

We have a new business model and a short operating history, which makes it difficult to evaluate our prospects and future financial results
and may increase the risk that we will not be successful.

We began operations in April 2007, and we have a short operating history and a new business model, which makes it difficult to effectively
assess our future prospects. Our business model is based on offering games that are free to play. To date, only a small portion of our players pay
for virtual goods.

If we fail to effectively manage our human resources, our business and operating results could be harmed.

We have experienced significant turnover in our headcount over the last year, which has placed and will continue to place significant demands
on our management and our operational, financial and technological
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infrastructure. As of December 31, 2012, approximately 35% of our employees had been with us for less than one year and approximately 70%
for less than two years. We have implemented certain cost reduction initiatives to better align our operating expenses with our revenue,
including reducing our headcount, rationalizing our product pipeline, reducing marketing and technology expenditures and consolidating certain
facilities, and we plan to continue to manage costs to better and more efficiently manage our business. However, we must continue to expend
significant resources to identify, hire, integrate, develop, motivate and retain a large number of qualified employees. Our cost reduction
initiatives could negatively impact our ability to hire and retain key employees. If we fail to effectively manage our hiring needs, successfully
integrate our new hires and retain key employees, our ability to continue launching new games and enhance existing games, including in each
case on mobile, and to expand our With Friends Network, could suffer.

To effectively manage our business and operations, we will need to continue to focus on spending significant resources to improve our
technology infrastructure, our operational, financial and management controls, and our reporting systems and procedures by, among other
things:

monitoring and updating our technology infrastructure to maintain high performance and minimize down time;

enhancing information and communication systems to ensure that our employees and offices around the world are well-coordinated
and can effectively communicate with each other; and

enhancing our internal controls to ensure timely and accurate reporting of all of our operations.
These enhancements and improvements will require capital expenditures and allocation of valuable management and employee resources. In
addition, we cannot be sure that the cost reduction initiatives will be as successful in reducing our overall expenses as expected or that additional
costs will not offset any such reductions. If our operating costs are higher than we expect or if we do not maintain adequate control of our costs
and expenses, our operating results will suffer.

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

One of our core values is to focus on surprising and delighting our players, which we believe is essential to our success and serves the best,
long-term interests of Zynga and our stakeholders. Therefore, we have made in the past and we may make in the future, significant investments
or changes in strategy that we think will benefit our players, even if our decision negatively impacts our operating results in the short term. For
example, in late 2009 and in 2010 we reduced in-game advertising offers in order to improve player experience. This decrease in in-game offers
led to a reduction of advertising revenue in 2010 as compared to 2009. Our decisions may not result in the long-term benefits that we expect, in
which case the success of our games, business and operating results could be harmed.

If we lose the services of our founder and Chief Executive Officer or certain other members of our senior management team, we may not be
able to execute our business strategy.

Our success depends in a large part upon the continued service of our senior management team. In particular, our founder and Chief Executive
Officer, Mark Pincus, is critical to our vision, strategic direction, culture, products and technology. We do not maintain key-man insurance for
Mr. Pincus or any other member of our senior management team. The loss of our founder and Chief Executive Officer or certain other members
of senior management could harm our business.

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