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Q2 2017

Earnings Highlights
Daily Active Users

Monthly Active Users

Growth is broad-based, with double-digit percentage
increases for DAU in five of our top 10 global markets.

328M

Y/Y Growth
Q1’16

Total monthly active users

3%

Q2’16

+5%

5%

Q3’16

7%

Q4’16

11%
14%

Q1’17
Q2’17

MAU y/y growth rate

12%

Product contributions to
Twitter’s engagement and
audience growth continued
to increase in Q2.
Live Streaming

1,200+
Hours of live premium video

55M
Unique viewers
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Select partners announced at the
2017 Digital Content NewFronts

Profitability
We achieved greater
operating efficiency.
Our GAAP net loss was
$116 million. Excluding a
$55 million cost-method
investment impairment
charge, we would have
made progress toward
GAAP profitability and
further reduced our GAAP
net loss. We also delivered
better-than-expected
adjusted EBITDA margins
in Q2, despite the year-overyear decline in revenue.

Dear Shareholders,
We look forward to discussing our second quarter 2017 financial results
with you at 5am PT today. As a reminder, to have your questions considered
during Q&A, Tweet to @TwitterIR using #TWTR. Thank you for your interest
and we look forward to speaking with you soon.

Highlights
•

In Q2, product contributions to Twitter’s engagement and audience
growth continued to increase. Monthly active usage (MAU) increased
5% year-over-year and daily active usage (DAU) increased 12% yearover-year, marking the third consecutive quarter of double-digit growth.

•

Underlying business fundamentals also improved. We saw an
improvement in the year-over-year growth rate for total revenue
(relative to Q1), driven by accelerating year-over-year growth in our data
products, continued strong growth in video with a very strong debut at
the 2017 Digital Content NewFronts, and an improvement in the yearover-year growth rate for owned-and-operated (O&O) revenue.

•

Finally, we achieved greater operating efficiency. Our GAAP net loss
was $116 million. Excluding a $55 million cost-method investment
impairment charge, we would have made progress toward GAAP
profitability and further reduced our GAAP net loss. We also delivered
better-than-expected adjusted EBITDA margins in Q2, despite the yearover-year decline in revenue.

Specifically, in Q2, we achieved the following results:
•

Q2 revenue totaled $574 million, a decrease of 5% year-over-year.
• Advertising revenue totaled $489 million, a decrease of
8% year-over-year.
• Data licensing and other revenue totaled $85 million, an
increase of 26% year-over-year.
• US revenue totaled $335 million, a decrease of 7%
year-over-year.
• International revenue totaled $239 million, a decrease of 1%
year-over-year.
• Total ad engagements increased 95% year-over-year.
• Cost per engagement (CPE) decreased 53% year-over-year.

* We define daily active users or daily active usage (DAU) as Twitter users who logged in or were otherwise authenticated
and accessed Twitter through our website, mobile website or mobile applications on any given day. Average DAU for a
period represents the number of DAUs on each day of such period divided by the number of days for such period. To calculate the year-over-year change in DAUs, we subtract the average DAU for the three months ended in the previous year
from the average DAU for the same three months ended in the current year and divide the result by the average DAU in
the previous year. Prior to Q3 2016, Twitter has discussed DAUs and the ratio of monthly active users (MAUs) to DAUs. In
those instances, for comparability and consistency with MAUs, DAUs also included users who accessed Twitter through
our desktop applications and third-party properties.
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Q2 2017 Overview

•
•
•

•

Q2 GAAP expenses totaled $612 million, a decrease of 11%
year-over-year.
Q2 non-GAAP expenses totaled $485 million, a decrease of 5%
year-over-year.
Q2 GAAP net loss of $116 million, an increase of 9% year-over-year,
representing a GAAP net margin of (20%) and GAAP diluted EPS
of ($0.16).
Q2 non-GAAP net income of $56 million and non-GAAP diluted EPS
of $0.08.

Beginning this quarter, we are changing how we calculate our non-GAAP
provision for income taxes in accordance with the SEC guidance on nonGAAP financial measures. In order to assist investors to better understand
the change, we are providing the calculations under our prior method and
the new method in the Reconciliation of GAAP to Non-GAAP Financial
Measures section of the Appendix. The “New Method” consists of current
and deferred income tax expense commensurate with the non-GAAP
measure of profitability using our blended US statutory tax rate (which
was 37%). The “Prior Method” consists of current and deferred income
tax expense on a GAAP basis excluding the income tax effects related
to acquisitions. This change will not affect our non-GAAP income before
income taxes, actual cash tax payments, or cash flows, but will result in
significantly higher non-GAAP provision for income taxes. We, however,
do not expect to pay substantial taxes on a GAAP basis in the US and
certain other foreign jurisdictions for the foreseeable future due to our net
operating loss carryforward balances. As of December 31, 2016, we had
US federal net operating loss carryforwards of approximately $3.5 billion
and state net operating loss carryforwards of approximately $1.4 billion.
Over the near term, most of our cash taxes will continue to be mainly
driven by the tax expense of our foreign subsidiaries, which amounts have
not historically been significant. We also believe our long-term effective
GAAP tax rate will be lower than the US statutory tax rate based upon our
established tax structure.
Under the prior method, non-GAAP net income for Q2 would have been $87
million and non-GAAP diluted EPS would have been $0.12.
•
•

Q2 adjusted EBITDA of $178 million, an increase of 2% year-over-year,
representing an adjusted EBITDA margin of 31%.
Average MAUs were 328 million for Q2, an increase of 5% year-overyear and compared to 328 million in the previous quarter.
• Average US MAUs were 68 million for Q2, an increase of 4% yearover-year and compared to 70 million in the previous quarter.

* For a reconciliation of non-GAAP financial measures to their corresponding GAAP measures,
please refer to the reconciliation table at the end of this letter.
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(

)

•

•

Average international MAUs were 260 million for Q2, an increase
of 5% year-over-year and compared to 259 million in the previous
quarter.
DAU grew 12% year-over-year, marking the third consecutive quarter of
double-digit growth.

We remain focused on driving value across our three key areas of our
service: audience, content, and revenue. We believe these areas will have
the biggest impact on our ability to create shareholder value. Let’s go
through each in more detail.

Audience
Over the last year, we’ve seen people return to Twitter more frequently
as we have focused on strengthening our core use case as the best and
fastest place to see what’s happening in the world and what people are
talking about. To achieve this, we increased our focus and discipline to
execute at a faster pace than we’ve done before and ship larger, more
fundamental changes that matter.

Our New Look

In Q2, product contributions to Twitter’s engagement and audience growth
continued to increase, contributing to double-digit percentage increases
for DAU in five of our top 10 global markets. Total DAU in Q2 increased 12%
and MAU increased 5% year-over-year driven primarily by better relevance
in email, push notifications, and the timeline, along with ongoing efforts
in marketing. The positive contributions to MAU growth from product
improvements in Q2 were offset, however, by lower seasonal benefits and
other factors, resulting in flat MAU quarter-over-quarter.
Within the last year, we’ve continually improved the relevance of Tweets
we show people so they can see what matters to them, more quickly. We
also significantly increased efficiency in our infrastructure operations and
fundamentally improved our client infrastructure, which allows us to more
quickly iterate and test our product features across iOS and Android. We
believe our work is allowing us to better serve our customers by simplifying
the app, making it easier for people to see and discuss what matters, and
making Twitter safer.
As a result of this work we were able to launch a Twitter redesign in a
matter of weeks rather than months, which speaks to our improved ability
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Live Events in the Home Timeline

to execute quickly. This change aimed to further simplify the interface,
with a design that features real-time updates and icons that are more
universally recognizable to people who are new to Twitter, and has resulted
in increased usage.
We’re also continuing to make Twitter safer, and we’re seeing results. Our
data shows that we’re now taking action on 10X the number of abusive
accounts every day compared to the same time last year, and we now limit
account functionality or place suspensions on thousands more abusive
accounts each day. We’ve found that accounts who experience this period
of limited functionality subsequently generate 25% fewer abuse reports,
and approximately 65% of these accounts are in this state just once. In
addition, our Quality Filter has led to fewer unwanted interactions: blocks
after @mentions from people you don’t follow are down 40%. While there is
still much work to be done, we believe people are experiencing significantly
less abuse on Twitter today than they were six months ago.
Over the coming several quarters, people can expect a continued focus on
delivering the best of what’s happening in the world. Specific areas of focus
continue to be our commitment to safety, making it easier to get to what
matters to people, and helping people capture and share what’s happening
more quickly.

Safety

25%

Fewer

abuse reports were
generated by accounts
we put into a period of
limited functionality†

10X
Increase

in the number of abusive
accounts we take action
on each day*

Content
Providing people with a broad selection of compelling, rich content
remains a core part of our strategy to drive conversation, connection, and
engagement on Twitter. In Q2, we delivered more than 1,200 hours of live
premium video from existing and new content partners, an increase from
900 hours in Q1’17 and 600 hours in Q4’16. Our content offering spanned
625 events reaching 55 million unique viewers‡, an increase of 22%
from Q1’17.
We also see evidence that combining live conversation with live streaming
video of a specific event on Twitter drives significantly more conversation
and connection around that event. For example, in Q2, Live Nation
streamed a number of concerts exclusively on Twitter, including a concert
with the Grammy Award-winning San Francisco rock band Train. During
the event, we saw Tweets associated with the concert increase almost
70%, individual authors increase more than 50%, and people saw 4.5X
more Tweets associated with the concert when it was live on Twitter when
Over the last four months.
* From same time last year.
‡
All unique viewership counts referenced herein are based on unique user ID and the MRC video view
standard as defined by the IAB (50% in view for 2 seconds).
†
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Q2 #Live Stats

1,200+
Hours
live premium video

625

Events

55M

Unique
viewers‡

compared to other Train concerts not streamed on our platform. We also
saw live video on Twitter drive similar increases in authors, Tweets created,
and Tweets viewed across MLB and WNBA games, just to name a few.

Q2 New #Live Deals Announced

Our ability to attract audiences and advertising dollars reflects the
breadth of our live streaming content across sports, news and politics,
and entertainment. In Q2, we announced approximately 40 live-streaming
partnerships, including two 24x7 networks and 10 international deals,
extending our total live streaming content deals to well over 200 premium
content partners across Live video and Amplify.

New

We also continued to improve live content discovery in Q2 by integrating
more live video into the Explore tab to make it easier for people to
watch live events unfold, and we partnered with Roku to make Twitter
programming available to everyone with a Roku device or account in
the US.
On Periscope, we also streamed 76 million hours of live user-generated
video in Q2 and made a number of product improvements, including
Custom Hearts, which offer brands an immersive and personalized way to
integrate their campaigns into live video, and Super Hearts, which provide
virtual gifts within the Periscope app that allow select broadcasters in the
US to monetize their live video content through the Super Broadcasters
Program.

Revenue
We made progress executing against our top revenue-generating priorities
in the second quarter and underlying business fundamentals strengthened
as a result. We saw an improvement in the year-over-year growth rate for
total revenue (relative to Q1), driven by accelerating year-over-year growth
in our data products, continued strong growth in video with a very strong
debut at the 2017 Digital Content NewFronts, and an improvement in the
year-over-year growth rate for O&O revenue with linear improvements in
spending across our existing global and US upfront advertisers in May
and June.
We remain focused on improving the performance and measurement
of existing revenue products with ad platform improvements and new
measurement initiatives, tapping into new channels of demand and new
ways to buy ads on Twitter, and continuing to grow our data revenue with a
new product and channel segmented go-to-market approach. While we are
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40

10
International

partnerships

deals

Sports
24-hour
sports network
Original, fully
programmed

Extensive
highlights

Exclusive live
collegiate sporting
events

Classic games
Daily live studio
programming

Reaching underserved audiences

News and Politics
24-hour news channel

Entertainment

Live stream of the
#REVOLVE festival

One Love
Manchester Concert

encouraged by the improvement in our overall revenue trends, we do not expect to see our total
revenue growth rate improve in the second half of 2017 due to headwinds in the second half (of
approximately $75M) associated primarily with de-emphasized revenue products. On a normalized
basis (excluding the impact of these headwinds) we could see an improvement in total revenue
growth by Q4’17.
In Q2, value for advertisers continued to improve driven by improved ad relevance (as measured
by our ad engagement rate), better pricing, and ongoing audience growth. Cost per ad
engagement declined by 53% and ad engagements increased by 95%, both on a year-over-year
basis. Our ads platform team also delivered significant improvements in interest and demographic
targeting, increasing advertiser reach and ROI by almost 10%.
Video remained our largest and fastest-growing ad format in Q2, reflecting strength in our First
View ad format and in pre-roll and mid-roll In-Stream Video Ads. Our live events and In-Stream
Video Ads garnered significant viewership, delivering great reach and a large variety of premium
content categories to advertisers. We also made a very strong debut at the 2017 Digital Content
NewFronts with more than a dozen new premium live streaming content deals across sports,
news, and entertainment, bringing hundreds of hours of new live streaming premium content to
the platform and generating strong demand from advertisers. As just one example, quick-serve
restaurant Wendy’s has come on board as the presenting sponsor of BuzzFeed’s Morning Show.
In addition, automotive brand Toyota has committed to not one, but two of our original daily
shows: BuzzFeed’s Morning Show and Propagate’s #What’sHappening, allowing them to maximize
the power of creative and media working together within premium, mobile video programming.
Also in Q2, data licensing was our fastest-growing product area. Our new tiered product and
channel strategy is helping drive the second consecutive quarter of accelerating year-over-year
growth, with a significant number of new enterprise deals signed in Q2. We expect data licensing
will continue to be an increasingly important contributor to revenue growth and overall profitability
over time.

Q2’17 Financial and Operational Detail
We continue to make further progress with disciplined execution across our strategic priorities.
In the second quarter, we saw an improvement in year-over-year growth rates across both O&O
and non-O&O advertising revenue (relative to Q1), and continued solid growth in data licensing
and other revenue. Our GAAP net loss was $116 million. Excluding a $55 million cost-method
investment impairment charge, we would have made progress toward GAAP profitability and
further reduced our GAAP net loss. We also matched our highest adjusted quarterly EBITDA
margin to date, despite the year-over-year decline in revenue.
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Revenue
Total revenue reached $574 million in the second quarter, a decrease of
5% year-over-year and compared to a decrease of 8% year-over-year in
Q1. Excluding TellApart, which we are de-emphasizing, total revenue in the
second quarter would have decreased 2% year-over-year, compared to a
decrease of 7% year-over-year in Q1, indicating a meaningful improvement.
Total advertising revenue was $489 million, a decrease of 8% year-overyear and compared to a decrease of 11% year-over-year in Q1. Twitter
O&O advertising revenue was $436 million, a decrease of 9% year-overyear and compared to a decrease of 11% year-over-year in Q1. We believe
the revenue deceleration improvement in Q2 reflects improving customer
demand due to better ROI, positive momentum from the 2017 Digital
Content NewFronts, and improved execution in our revenue organization.
Non-O&O advertising revenue reached $53 million, or 11% of advertising
revenue, a decrease of 1% year-over-year and compared to a decrease
of 8% year-over-year in Q1. This slight decrease was driven as expected
by significantly lower contribution from TellApart, and offset by strong
performance from Twitter Audience Platform (TAP).
By product, video remained our largest and fastest-growing ad format.
Continued growth in video was offset by year-over-year declines in
traditional Promoted Tweet and direct response ad formats.
Data licensing and other revenue totaled $85 million in the second quarter,
an increase of 26% year-over-year and representing 15% of total revenue,
and compared to 11% of total revenue in Q2’16.
Advertising metrics
Total ad engagements increased 95% year-over-year, driven by a continuing
mix shift toward video ad impressions as well as higher clickthrough
rates, as a result of better targeting and ad relevance, across nearly all ad
formats on a like-for-like basis. Average CPE decreased 53% year-overyear, reflecting a higher mix of video ad engagements, and lower CPEs
across the majority of ad formats compared to the prior year. Total yield
per impression improved year-over-year, driven both by a mix shift toward
higher yield ad formats as well as the higher clickthrough rates across most
ad formats.
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Costs
Total GAAP expenses declined 11% year-over-year to $612 million, due
to lower R&D and sales and marketing expenses. These decreases were
partially offset by an increase in cost of revenue, reflecting higher content
revenue shares and depreciation. Traffic acquisition costs were $26 million
or 49% of non-O&O advertising revenue, a decrease of 7% year-over-year.
On a non-GAAP basis, total expenses in Q2 declined 5% year-over-year to
$485 million.
Stock-based compensation (SBC) expense was $113 million, which was less
than our $115 to $125 million forecasted range. SBC expense decreased
for the fourth consecutive quarter and decreased by more than $50 million,
or 32%, year-over-year in Q2. We ended the quarter with more than 3,200
employees.
Income and margin
GAAP loss from operations was $38 million. Interest expense was $26
million and net other expense was $48 million, the latter reflecting a costmethod investment impairment charge of $55 million. We are writing down
the value of a cost-method investment based on our recent assessment
that there has been a significant decline in the investment’s fair value.
GAAP loss before income taxes was $113 million and our GAAP provision
for income taxes was $3 million, resulting in a GAAP net loss of $116 million
or (20%) of total revenue, compared to a net loss of $107 million, or (18%) of
total revenue in Q2’16. GAAP diluted EPS was ($0.16) compared to ($0.15) in
the prior year.
Beginning this quarter, we are changing how we calculate our non-GAAP
provision for income taxes in accordance with the SEC guidance on nonGAAP financial measures. In order to assist investors to better understand
the change, we are providing the calculations under our prior method and
the new method in the Reconciliation of GAAP to Non-GAAP Financial
Measures section of the Appendix. The “New Method” consists of current
and deferred income tax expense commensurate with the non-GAAP
measure of profitability using our blended US statutory tax rate (which
was 37%). The “Prior Method” consists of current and deferred income
tax expense on a GAAP basis excluding the income tax effects related
to acquisitions. This change will not affect our non-GAAP income before
income taxes, actual cash tax payments, or cash flows, but will result in
significantly higher non-GAAP provision for income taxes. We, however,
do not expect to pay substantial taxes on a GAAP basis in the US and
certain other foreign jurisdictions for the foreseeable future due to our net

* For a reconciliation of non-GAAP financial measures to their corresponding GAAP measures,
please refer to the reconciliation table at the end of this letter.
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operating loss carryforward balances. As of December 31, 2016, we had
US federal net operating loss carryforwards of approximately $3.5 billion
and state net operating loss carryforwards of approximately $1.4 billion.
Over the near term, most of our cash taxes will continue to be mainly
driven by the tax expense of our foreign subsidiaries, which amounts have
not historically been significant. We also believe our long-term effective
GAAP tax rate will be lower than the US statutory tax rate based upon our
established tax structure.
As a result of this change, non-GAAP income before income taxes was
$89 million and our non-GAAP provision for income taxes reported under
the new method was $33 million, resulting in non-GAAP net income of
$56 million and non-GAAP diluted EPS of $0.08 per share. Under the prior
method, non-GAAP net income for Q2 would have been $87 million and
non-GAAP diluted EPS would have been $0.12 per share.
Adjusted EBITDA for Q2 was $178 million, or 31% of total revenue,
compared to $175 million or 29% of total revenue in the previous year. We
outperformed our forecasted ranges of $95 to $115 million of adjusted
EBITDA and 21% to 21.5% adjusted EBITDA margins due to better-thanexpected revenue, infrastructure savings, and sales mix reflecting greater
revenue contribution from our data licensing offerings.
Balance sheet and statement of cash flows
We ended the quarter with $4.1 billion in cash, cash equivalents, and
marketable securities. GAAP net cash provided by operating activities in
the period was $190 million, a decrease from $215 million in the previous
year. Adjusted free cash flow for Q2 was $113 million, compared to $154
million in Q2’16.
Engagement and audience
In Q2, total DAUs grew 12% year-over-year. Growth continues to be broadbased, with double-digit year-over-year growth in five of our top 10 markets,
as well as in the aggregate across all other markets outside of the top 10
countries.
Total MAUs for Q2 were 328 million, flat from the prior quarter and an
increase of 5% year-over-year. On a sequential basis, we saw positive
growth from product improvements, which were offset by lower seasonal
benefits in Q2 versus Q1 and other factors.

* For a reconciliation of non-GAAP financial measures to their corresponding GAAP measures,
please refer to the reconciliation table at the end of this letter.
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$113

Outlook
Similar to the last three quarters, we are providing adjusted EBITDA, adjusted EBITDA margin, and
stock-based compensation expense guidance.
For Q3, we expect:
• Adjusted EBITDA to be between $130 million and $150 million
• Adjusted EBITDA margin to be between 25% and 26%
• SBC to be between $100 million and $110 million
For FY
•
•
•

2017, we expect:
Total non-GAAP expenses to be down 3% to down 6%, compared to full year 2016
SBC to be down 25% to 30%, compared to full year 2016
Capital expenditures to be between $300 million and $400 million

Note that our outlook for Q3 and the full year 2017 reflects foreign exchange rates as of
July 14, 2017.
For more information regarding the non-GAAP financial measures discussed in this letter, please
see “Non-GAAP Financial Measures” and “Reconciliation of GAAP to Non-GAAP Financial
Measures” below. Guidance for Adjusted EBITDA and Adjusted EBITDA margin excludes
stock-based compensation expense, depreciation and amortization expense, interest and
other expense, net, provision (benefit) for income taxes, restructuring charges, and one-time
nonrecurring gain. We have not reconciled Adjusted EBITDA guidance to GAAP net loss because
we do not provide guidance on GAAP net loss or the reconciling items between Adjusted
EBITDA and GAAP net loss, other than stock-based compensation expense, as a result of the
uncertainty regarding, and the potential variability of, these items. The actual amount of net loss
and such reconciling items will have a significant impact on our Adjusted EBITDA and Adjusted
EBITDA margin. Accordingly, a reconciliation of the non-GAAP financial measure guidance to the
corresponding GAAP measure is not available without unreasonable effort.

Appendix
Webcast and Conference Call Details
Twitter will host a conference call today, Thursday, July 27, 2017, at 5am Pacific Time (8am
Eastern Time) to discuss financial results. The company will be following the conversation about
the earnings announcement on Twitter. To have your questions considered during the Q&A,
Tweet your question to @TwitterIR using #TWTR. To listen to a live audio webcast, please visit
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the company’s Investor Relations page at investor.twitterinc.com. Twitter has used, and intends
to continue to use, its Investor Relations website and the Twitter accounts of @jack, @Twitter,
and @TwitterIR as means of disclosing material nonpublic information and for complying with its
disclosure obligations under Regulation FD.
About Twitter (NYSE: TWTR)
Twitter is what’s happening in the world and what people are talking about right now. From
breaking news and entertainment to sports, politics, and everyday interests, see every side of
the story. Join the open conversation. Watch live streaming events. Available in more than 40
languages around the world, the service can be accessed via twitter.com, an array of mobile
devices, and SMS. For more information, please visit about.twitter.com, follow @Twitter, and
download both the Twitter and Periscope apps at twitter.com/download and periscope.tv.
Forward-Looking Statements
This letter to shareholders contains forward-looking statements within the meaning of Section 27A
of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. Forwardlooking statements generally relate to future events or Twitter’s future financial or operating
performance. In some cases, you can identify forward-looking statements because they contain
words such as “may,” “will,” “should,” “expects,” “plans,” “anticipates,” “going to,” “could,”
“intends,” “target,” “projects,” “contemplates,” “believes,” “estimates,” “predicts,” “potential,”
or “continue,” or the negative of these words or other similar terms or expressions that concern
Twitter’s expectations, strategy, priorities, plans, or intentions. Forward-looking statements in
this letter to shareholders include, but are not limited to, statements regarding Twitter’s future
financial and operating performance, including its outlook and guidance; Twitter’s expectations
regarding its tax expense and cash taxes; Twitter’s strategies, product, and business plans,
including areas of focus and product initiatives; strategies for increasing shareholder value
and improving safety; the development of, investment in and demand for content, its products,
product features, and services, including video (particularly Live video), and the impact thereof on
its business; machine learning and data licensing; the behavior of Twitter’s users and advertisers;
Twitter’s expectations regarding the growth of its revenue, profitability, audience, engagement,
and monetization, advertiser base and spending, allocation of resources, and ad engagements
and the impact of 2017 Digital Content NewFronts and products that will be emphasized or deemphasized. Twitter’s expectations and beliefs regarding these matters may not materialize, and
actual results in future periods are subject to risks and uncertainties that could cause actual
results to differ materially from those projected. These risks include the possibility that: Twitter’s
user base and engagement do not grow or decline; Twitter’s strategies, priorities, or plans take
longer to execute than anticipated; Twitter’s new products and product features do not meet
expectations; advertisers reduce or discontinue their spending on Twitter; data partners reduce or
discontinue their purchases of data licenses from Twitter; and Twitter experiences expenses that
exceed its expectations. The forward-looking statements contained in this letter to shareholders
are also subject to other risks and uncertainties, including those more fully described in Twitter’s
Annual Report on Form 10-K for the fiscal year ended December 31, 2016, and Quarterly
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Report on Form 10-Q for the quarter ended March 31, 2017, each filed with the Securities and
Exchange Commission. Additional information will also be set forth in Twitter’s Quarterly Report
on Form 10-Q for the quarter ended June 30, 2017. The forward-looking statements in this letter
to shareholders are based on information available to Twitter as of the date hereof, and Twitter
disclaims any obligation to update any forward-looking statements, except as required by law.
Non-GAAP Financial Measures
To supplement Twitter’s financial information presented in accordance with generally accepted
accounting principles in the United States of America, or GAAP, Twitter considers certain financial
measures that are not prepared in accordance with GAAP, including Adjusted EBITDA, non-GAAP
net income, non-GAAP expenses, non-GAAP income before income taxes, non-GAAP provision
for income taxes, Adjusted EBITDA margin, non-GAAP diluted EPS and adjusted free cash flow.
Twitter defines Adjusted EBITDA as net loss adjusted to exclude stock-based compensation
expense, depreciation and amortization expense, interest and other expenses, net, provision
(benefit) for income taxes, restructuring charges, and one-time nonrecurring gain; Twitter defines
non-GAAP net income as net loss adjusted to exclude stock-based compensation expense,
amortization of acquired intangible assets, non-cash interest expense related to convertible
notes, non-cash expense related to acquisitions, cost-method investment impairment charges,
restructuring charges and one-time nonrecurring gain, and adjustment to income tax expense
based on the non-GAAP measure of profitability using Twitter’s blended US statutory tax rate
(which was 37%). Twitter defines non-GAAP expenses as total costs and expenses adjusted to
exclude stock-based compensation expense, amortization of acquired intangible assets, non-cash
expense related to acquisitions, restructuring charges, and one-time nonrecurring gain; Twitter
defines non-GAAP income before income taxes as loss before income taxes adjusted to exclude
stock-based compensation expense, amortization of acquired intangible assets, non-cash interest
expense related to convertible notes, non-cash expense related to acquisitions, cost-method
investment impairment charges, restructuring charges, and one-time nonrecurring gain; and Twitter
defines non-GAAP provision for income taxes as the current and deferred income tax expense
commensurate with the non-GAAP measure of profitability using Twitter’s blended US statutory tax
rate. Adjusted EBITDA margin is calculated by dividing adjusted EBITDA by revenue. Non-GAAP
diluted EPS is calculated by dividing non-GAAP net income by non-GAAP share count. NonGAAP share count is GAAP share count plus potential common stock instruments such as stock
options, RSUs, shares to be purchased under employee stock purchase plan, unvested restricted
stock, the conversion feature of convertible senior notes, and warrants. Adjusted free cash flow
is GAAP net cash provided by operating activities less capital expenditures (i.e., purchases of
property and equipment including equipment purchases that were financed through capital leases,
less proceeds received from disposition of property and equipment). Twitter is presenting these
non-GAAP financial measures to assist investors in seeing Twitter’s operating results through the
eyes of management, and because it believes that these measures provide an additional tool for
investors to use in comparing Twitter’s core business operating results over multiple periods with
other companies in its industry.
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Twitter uses the non-GAAP financial measures of Adjusted EBITDA, non-GAAP net income, nonGAAP income before income taxes, non-GAAP provision for income taxes, non-GAAP expenses,
Adjusted EBITDA margin and non-GAAP diluted EPS in evaluating its operating results and for
financial and operational decision-making purposes. Twitter believes that Adjusted EBITDA, nonGAAP net income, non-GAAP expenses, Adjusted EBITDA margin, and non-GAAP diluted EPS
help identify underlying trends in its business that could otherwise be masked by the effect of
the expenses and one-time gains or charges that it excludes in Adjusted EBITDA, non-GAAP net
income, non-GAAP expenses, Adjusted EBITDA margin, and non-GAAP diluted EPS. Twitter also
believes that Adjusted EBITDA, non-GAAP net income, non-GAAP expenses, Adjusted EBITDA
margin, and non-GAAP diluted EPS provide useful information about its operating results, enhance
the overall understanding of Twitter’s past performance and future prospects, and allow for
greater transparency with respect to key metrics used by Twitter’s management in its financial and
operational decision-making. Twitter uses these measures to establish budgets and operational
goals for managing its business and evaluating its performance. In addition, Twitter believes
that adjusted free cash flow provides useful information to management and investors about the
amount of cash from operations and that it is typically a more conservative measure of cash flows.
However, adjusted free cash flow does not necessarily represent funds available for discretionary
use and is not necessarily a measure of its ability to fund its cash needs.
These non-GAAP financial measures should not be considered in isolation from, or as a substitute
for, financial information prepared in accordance with GAAP. These non-GAAP financial measures
are not based on any standardized methodology prescribed by GAAP and are not necessarily
comparable to similarly titled measures presented by other companies.
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