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PayPal Holdings, Inc.

(Exact Name of Registrant as Specified in Its Chaetr)

Delaware 47-2989869
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Act. (Check one):
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PayPal Holdings, Inc.

INFORMATION REQUIRED IN REGISTRATION STATEMENT
CROSS-REFERENCE SHEET BETWEEN INFORMATION STATEMENT
AND ITEMS OF FORM 10

Certain information required to be included heilisimcorporated by reference to specifically idéad portions of the body of the
information statement filed herewith as ExhibitRNone of the information contained in the infotima statement shall be incorporated by
reference herein or deemed to be a part hereo$sislech information is specifically incorporatedréference.

ltem 1. Business.

The information required by this item is containettler the sections of the information statemeritledt‘Information Statement
Summary,” “Risk Factors,” “Business,” “Managemeriscussion and Analysis of Financial Condition &webults of Operations,” “Certain
Relationships and Related Party Transactions,™®#fttere You Can Find More Information.” Those sentiare incorporated herein by
reference.

ltem 1A. Risk Factors.

The information required by this item is containettler the section of the information statementledti'Risk Factors.” That section is
incorporated herein by reference.

ltem 2. Financial Information .

The information required by this item is containgdier the sections of the information statemeritledt‘Unaudited Pro Forma
Condensed Combined Financial Statements,” “Selddistwrical Combined Financial Data,” and “Manage'®Discussion and Analysis of
Financial Condition and Results of Operations.” §éeections are incorporated herein by reference.

Item 3.  Properties.

The information required by this item is containetler the section of the information statementledti'Business.” That section is
incorporated herein by reference.

Item 4.  Security Ownership of Certain Beneficial Owners alanagement.

The information required by this item is containgdier the section of the information statementtlenti‘'Security Ownership of Certain
Beneficial Owners and Management.” That sectidndsrporated herein by reference.

Item 5. Directors and Executive Officer.

The information required by this item is containgdier the sections of the information statemeritledt'Directors” and “Management.”
Those sections are incorporated herein by reference

Iltem 6.  Executive Compensatio.

The information required by this item is containetler the sections of the information statemeritledt‘Compensation Discussion and
Analysis” and “Executive Compensation.” Those sewiare incorporated herein by reference.
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ltem 7.  Certain Relationships and Related Transactic.

The information required by this item is containgdier the sections of the information statemeritledt‘'Management” and “Certain
Relationships and Related Party Transactions.” &lsestions are incorporated herein by reference.

Item 8.  Legal Proceeding.

The information required by this item is containettler the section of the information statementledti'Business—Legal and
Regulatory Proceedings.” That section is incorpatdterein by reference.

Item 9.  Market Price of, and Dividends on, the Registr’s Common Equity and Related Stockholder Matt.

The information required by this item is containettler the sections of the information statemeritledt'Dividend Policy,”
“Capitalization,” “The Separation and Distributidand “Description of PayPal’'s Capital Stock.” Tlasections are incorporated herein by
reference.

Item 10. Recent Sales of Unregistered Securit.

The information required by this item is containgdier the sections of the information statemeritledt'‘Description of Material
Indebtedness” and “Description of PayPal's CajStalck—Sale of Unregistered Securities.” Those eastare incorporated herein by
reference.

ltem 11.  Description of Registrar's Securities to be Register.

The information required by this item is containgdier the sections of the information statemernitledt'Dividend Policy,” “The
Separation and Distribution,” and “Description @yPal’'s Capital Stock.” Those sections are incatsat herein by reference.

Iltem 12. Indemnification of Directors and Officer.

The information required by this item is containgdler the section of the information statementtledti‘Description of PayPal's Capital
Stock—Limitations on Liability, Indemnification @fficers and Directors and Insurance.” That secigoncorporated herein by reference.

Item 13.  Financial Statements and Supplementary De.

The information required by this item is containetler the section of the information statementledti‘index to Financial Statements”
and the financial statements referenced thereiat 3éction is incorporated herein by reference.

Item 14. Changes in and Disagreements with Accountants orcéunting and Financial Disclosure.
None.

Item 15. Financial Statements and Exhibit.
(a) Financial Statements

The information required by this item is containgdier the section of the information statementtlentiindex to Financial Statements”
and the financial statements referenced thereiat 3éction is incorporated herein by reference.
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(b) Exhibits

The following documents are filed as exhibits haret

Exhibit
Number
2.1
3.1
3.2
10.1
10.2
10.3
104
10.5
10.6
10.7
10.8
10.9
10.10

10.11
10.12
10.13
10.14
10.15
10.16
10.17
10.18
10.19
10.20
10.21

10.22
10.23
21.1
990.1

Exhibit Description
Separation and Distribution Agreement by and betwetgay Inc. and PayPal Holdings, Inc., dated J@ieQ@15**

Form of Amended and Restated Certificate of Incaapon of PayPal Holdings, Inc

Form of Amended and Restated Bylaws of PayPal Hgkdilnc.t

Form of Operating Agreement by and between eBayadnd PayPal Holdings, Inc

Form of Transition Services Agreement by and betwatay Inc. and PayPal Holdings, In
Form of Tax Matters Agreement by and between eRaydnd PayPal Holdings, Inc

Form of Employee Matters Agreement by and betwéayénc. and PayPal Holdings, Inc
Form of Intellectual Property Matters Agreementesn eBay Inc. and PayPal Holdings, Ir
Form of Colocation Services Agreement between dBayand PayPal Holdings, Inc

Form of Indemnity Agreement between PayPal Holdihgs and individual directors and officer
Form of PayPal Employee Incentive Ple

Form of PayPal Holdings, Inc. 2015 Equity Incent™gard Plant

Form of Global Restricted Stock Unit Award Agreem@mnd Performance-Based Restricted Stock Unit é&mgent) under the
PayPal Holdings, Inc. 2015 Equity Incentive Awatdrf

Form of Global Stock Option Agreement under theARayHoldings, Inc. 2015 Equity Incentive Award P

Form of Director Annual Award Agreement under tlagyPal Holdings, Inc. 2015 Equity Incentive Awarat

Form of Electing Director Quarterly Award Agreememnider the PayPal Holdings, Inc. 2015 Equity InsenfAward Plani
Form of PayPal Holdings, Inc. Employee Stock PuseHalan

Form of PayPal Holdings, Inc. Deferred Compensafitamt

Offer Letter dated September 29, 2014 between é&Bayand Daniel Schulmar

Amendment dated December 31, 2014 to Offer Legtwben eBay Inc. and Daniel Schulm:

Letter dated May 19, 2015 from eBay Inc. to Willidteady

Letter dated May 22, 2015 from eBay Inc. to Jamasdse

Letter dated December 31, 2014 from eBay Inc. tod¢kaDupuist

Form of Braintree, Inc. Restricted Stock Unit Agremt between Braintree, Inc. and William J. Reaated September 25,
2013t

PayPal Holdings, Inc. Change in Control Severanae for Key Employees, dated June 16, 20
PayPal Holdings, Inc. SVP and Above Standard Secer®lan, dated June 16, 20:
List of subsidiaries’

Information Statement of PayPal Holdings, Inc.iprmary and subject to completion, dated Jun¢, 2015**

**  Filed herewith
t  Previously filed.



SIGNATURES

Pursuant to the requirements of Section 12 of #mufties Exchange Act of 1934, the registrantdhdg caused this registration
statement to be signed on its behalf by the ungleesi, thereunto duly authorized.

PayPal Holdings, Inc

By: /s/ Daniel H. Schulman

Name: Daniel H. Schulme
Title: President and CE-Designee
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SEPARATION AND DISTRIBUTION AGREEMENT

This SEPARATION AND DISTRIBUTION AGREEMENT, datedaf June 26, 2015 (this “ Agreeméjtis by and between eB
Inc., a Delaware corporation (* eB8y and PayPal Holdings, Inc., a Delaware corporaf’ PayPal). Capitalized terms used herein and not
otherwise defined shall have the respective mearasgigned to them in Article |

RECITALS

WHEREAS, the board of directors of eBay (the “ eBmard”) has determined that it is in the best intere$tsBay and its
stockholders to create a new publicly traded complaat shall operate the PayPal Business;

WHEREAS, in furtherance of the foregoing, the eBaard has determined that it is appropriate andatgs to separate the
PayPal Business from the eBay Business (the “ &&paf) and, following the Separation, make a distributioma pro rata basis, to holder:
eBay Shares on the Record Date of all of the aulistg PayPal Shares owned by eBay (the “ Distrdmnit);

WHEREAS, PayPal has been incorporated solely ®sdhpurposes and has not engaged in activitiepieixcpreparation for the
Separation and the Distribution;

WHEREAS, the transfer by eBay of the PayPal Asaetsthe PayPal Liabilities to PayPal (the “ Conttiin ”) and the
Distribution, taken together, are intended to dyals a transaction that is generally tax-freeldds. federal income tax purposes under
Section 355 and 368(a)(1)(D) of the Code, andAlgieement is intended to be, and is hereby adaed “plan of reorganization” within the
meaning of Treasury Regulation Section 1.368-2(g);

WHEREAS, eBay expects to receive an opinion ofidatigal counsel regarding the qualification & @ontribution and the
Distribution, taken together, as a transaction ihgenerally tax-free for U.S. federal income paxposes under Sections 355 and 368(a)(1)(D
of the Code (the “ Tax Opinigh;

WHEREAS, PayPal and eBay have prepared, and PagBdiled with the SEC, the Form 10, which incluthes Information
Statement, and which sets forth disclosure conagrRayPal, the Separation and the Distribution; and

WHEREAS, each of eBay and PayPal has determinedt fisappropriate and desirable to set forthghacipal corporate
transactions required to effect the Separationthadistribution and certain other agreementswhihgovern certain matters relating to the
Separation and the Distribution and the relatiomsifiieBay, PayPal and the members of their respe@roups following the Distribution.

NOW, THEREFORE, in consideration of the mutual agnents, provisions and covenants contained inAtlpisement, and for
other good and valuable consideration, the reegigtsufficiency of which are hereby acknowledgkd,farties, intending to be legally bound,
hereby agree as follow



ARTICLE |
DEFINITIONS

For the purpose of this Agreement, the followingrie shall have the following meanings:

“ Action ” shall mean any demand, action, claim, countemt|aispute, suit, countersuit, arbitration, hearinguiry, subpoena,
proceeding, examination or investigation of anyura{whether criminal, civil, legislative, administive, regulatory, prosecutorial, appellate o
otherwise) by or before any federal, state, loiwaikign or international Governmental Authorityaoty arbitration or mediation tribunal.

“ Affiliate " shall mean, when used with respect to a speciieon, a Person that, directly or indirectlyotiyh one or more
intermediaries, controls, is controlled by or iglancommon control with such specified Person.tRempurpose of this definition,_* control
" (including with correlative meanings,_“ contralldy” and “ under common control with), when used with respect to any specified Person
shall mean the possession, directly or indirectfythe power to direct or cause the direction eftanagement and policies of such Person,
whether through the ownership of voting securitiesther interests, by contract or otherwise. #xpressly agreed that, prior to, at and after
the Effective Time, for purposes of this Agreemamd the Ancillary Agreements, (a) no member ofRagPal Group shall be deemed to be ar
Affiliate of any member of the eBay Group and (b)member of the eBay Group shall be deemed to Bdfdiate of any member of the
PayPal Group.

“ Agent” shall mean the trust company or bank duly apairity eBay to act as distribution agent, transjentaand registrar for
the PayPal Shares in connection with the Distrduti

“ Agreement’ shall have the meaning set forth in the Preamble.

“ Ancillary Agreement’ shall mean any agreements (other than this Ages¢hentered into by the Parties or the membetiseif
respective Groups (but as to which no Third P&ty party) in connection with the Separation, tistribution, and the other transactions
contemplated by this Agreement, including the OfiegaAgreement, the Transition Services Agreemiat, Tax Matters Agreement, the
Employee Matters Agreement, the Intellectual Prigpltatters Agreement, the Colocation Services Agreets, the Product Development
Agreement, the Data Sharing Addendum and the Teamxicuments; providedthat no Commercial Agreement shall be an Angillar
Agreement.

“ Approvals or Notifications shall mean any consents, waivers, approvals, {igion authorizations to be obtained from, notices,
registrations or reports to be submitted to, oepfilings to be made with, any third Person, inithg any Governmental Authority.

“ Arbitration Request shall have the meaning set forth_in Section 3.4(a

“ Arbitration Rules’ shall have the meaning set forth_in Section 3.4(a
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“ Assets” shall mean, with respect to any Person, the aspatperties, claims and rights (including gootvaf such Person,
wherever located (including in the possession afiees or other third Persons or elsewhere), ofyekigid, character and description, whether
real, personal or mixed, tangible, intangible antargent, in each case whether or not recordedftaated or required to be recorded or
reflected on the books and records or financidéstants of such Person, including rights and benpiirsuant to any contract, license, permit,
indenture, note, bond, mortgage, agreement, coincessanchise, instrument, undertaking, commitmenderstanding or other arrangement.

“ Cash Amounts shall have the meaning set forth_in Section 2.12
“ Code” shall mean the Internal Revenue Code of 198@nasnded.
“ Colocation Services Agreemeritshall mean the Colocation Services Agreementsetentered into by and between eBay and

PayPal or the members of their respective Grougsimection with the Separation, the Distributiow ¢he other transactions contemplated b
this Agreement.

“ Commercial Agreementsshall mean the agreements entered into by thigeBar the members of their respective Groups gbut
to which no Third Party is a party) set forth orh&gdule 1.1

“ Contribution” shall have the meaning set forth in the Recitals.

“ Data Sharing Addendurhshall mean the Data Sharing Addendum to be edtiete by and between eBay and PayPal or the
members of their respective Groups pursuant t@iherating Agreement and in connection with the &#jmm, the Distribution and the other
transactions contemplated by this Agreement.

“ Delayed eBay Assétshall have the meaning set forth_in Section 2.4(h

“ Delayed eBay Liability’ shall have the meaning set forth_in Section 2.4(h

“ Delayed PayPal Assétshall have the meaning set forth_in Section 2.4(c

“ Delayed PayPal Liability shall have the meaning set forth_in Section 2.4(c

“ Disclosure Documeritshall mean any registration statement (includimg Form 10) filed with the SEC by or on behalfafy
Party or any member of its Group, and also includgsinformation statement (including the InforratiStatement), prospectus, offering
memorandum, offering circular, periodic report ionifar disclosure document, whether or not filedhathe SEC or any other Governmental
Authority, in each case which describes the Sejoarat the Distribution or the PayPal Group or maiity relates to the transactions
contemplated hereby.

“ Dispute” shall have the meaning set forth_in Section.7.1

“ Distribution ” shall have the meaning set forth in the Recitals.
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“ Distribution Date” shall mean the date of the consummation of tharibiution, which shall be determined by the eBaail in
its sole and absolute discretion.

“ Distribution Ratio” shall mean a number equal to one.

“ eBay” shall have the meaning set forth in the Preamble.

“ eBay Accounts' shall have the meaning set forth in Section 2.9(a
“ eBay Assets shall have the meaning set forth_in Section 2.2(b

“ eBay Board’ shall have the meaning set forth in the Recitals.

“ eBay Business$ shall mean (a) the business, operations, prodpieti$orms, services and activities of the Markatplsegment «
eBay conducted at any time prior to the Effectiuad by either Party or any member of its Group, &y terminated, divested or discontinued
businesses, operations and activities that, airtteeof termination, divestiture or discontinuatiguimarily related to the business, operatior
activities described in clause (a) as then condi@eluding those set forth gn Schedule 1.2@nd (c) the Enterprise Business.

“ eBay Data Center Infrastructuteshall mean all: (a) eBay GPI Software; and (Bptmation Technology that is (i) located as of
the Effective Time at the data centers operateeBay or any of its Subsidiaries located in: Las &gdNevada; Reno, Nevada; and Salt Lake
City, Utah and (ii) necessary to operate such dataers (which shall not, for clarity, be deemedhtdude any proprietary Technology of
PayPal or any PayPal Group member).

“ eBay GPI Softwaré shall mean the Software set forth on Schedule 1.3

“ eBay Groug' shall mean eBay and each Person that is a Salpgidi eBay (other than PayPal and any other memwitte
PayPal Group).

“ eBay Indemnified Partiesshall have the meaning set forth_in Section.4.2

“ eBay Liabilities” shall have the meaning set forth_in Section 2.3(b

“ eBay Name and eBay Markshall mean the names, marks, trade dress, logospgrams, domain names and other source or
business identifiers of either Party or any menaféts Group using or containing “eBay”, either adoor in combination with other words or
elements, and all names, marks, trade dress, ldgosain names and other source or business idastdonfusingly similar to or embodying
any of the foregoing either alone or in combinatidth other words or elements, together with thedyeill associated with any of the
foregoing.

“ eBay Patent$ shall mean: (a) the issued patents set forthare8ule 1.4 (b) any patent issuing on any patent applicasiein
forth on_Schedule 1.4(c) any patent claims issuing on any patent apptin that claims priority from, and that coveclsively subject matt:
that is entitled to priority to, any patent or patepplication set forth on Schedule {irtluding any divisional, continuation, continuattin-
part, reissue, reexamination, or extension) wihiarity date that is on or before the DistributiDate; and (d) any foreign counterpart of an
the foregoing patents and patent applications aviphiority date that is on or before the DistribatDate.
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“ eBay Proceedingsshall mean the proceedings set forth in Schetilie

“ eBay Shares shall mean the shares of common stock, par v&lu@01 per share, of eBay.

“ eBay Specified Actions shall mean those Actions set forth on Scheduie 1.

“ eBay Specified Persorishall mean the Persons set forth on Schedule 1.7

“ eBay Stock Exchangeshall mean The NASDAQ Stock Market.

“ Effective Time” shall mean 11:59:59 p.m., New York City time, thie Distribution Date.

“ Employee Matters Agreemehshall mean the Employee Matters Agreement tortiered into by and between eBay and PayPal
or the members of their respective Groups in cotimreavith the Separation, the Distribution and thieer transactions contemplated by this
Agreement.

“ Enterprise Businessshall mean all businesses, operations, prodptasfiorms, services and activities (whether orswith
businesses, operations or activities are or haga terminated, divested or discontinued) of theeEmise segment of eBay conducted at any
time prior to the Effective Time by either Partyasty member of its Group.

“ Escalation Committe&shall have the meaning as set forth in Secti@n 7.

“ Exchange Act shall mean the Securities Exchange Act of 1934armended, together with the rules and regulapoosulgated
thereunder.

“ Executable Codé shall mean the fully compiled version of a congrytrogram that can be executed by a computer sexd oy
an end user without further compilation.

“ Eorce Majeuré’ shall mean, with respect to a Party, an evenbhdythe control of such Party (or any Person aaimgs behalf),
which event (a) does not arise or result from thdtfor negligence of such Party (or any Persoimgan its behalf) and (b) by its nature would
not reasonably have been foreseen by such ParsuébrPerson), or, if it would reasonably have Heesseen, was unavoidable, and includes
acts of God, acts of civil or military authoritymbargoes, epidemics, pandemics, war, riots, instiors, fires, explosions, earthquakes, floods
unusually severe weather conditions, labor problemsavailability of parts. Notwithstanding thedgoing, the receipt by a Party of an
unsolicited takeover offer or other acquisitiongmwsal, even if unforeseen or unavoidable, and Bacty’s response thereto shall not be
deemed an event of Force Majeure
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“ Eorm 10" shall mean the registration statement on Forml&@ by PayPal with the SEC to effect the registratf PayPal Shar
pursuant to the Exchange Act in connection withDistribution, as such registration statement maaimended or supplemented from time to
time prior to the Distribution.

“ Governmental Approvalsshall mean any Approvals or Natifications to bade to, or obtained from, any Governmental
Authority.

“ Governmental Authority shall mean any nation or government, any stateioipality or other political subdivision thereafind
any entity, body, agency, commission, departmesdrdh bureau, court, tribunal or other instrumetytalvhether federal, state, provincial,
local, domestic, foreign, supranational or multioaal, exercising executive, legislative, judici@gulatory, administrative or other similar
functions of, or pertaining to, government and argcutive official thereof, including The NASDAQdBk Market and any similar self-
regulatory body under applicable securities Laws.

“ Group” shall mean either the PayPal Group or the eBayu@ras the context requires.

“ Indemnifying Party’ shall have the meaning set forth_in Section 4.4(a

“ Indemnified Party’ shall have the meaning set forth_in Section 4.4(a

“ Indemnity Payment shall have the meaning set forth in Section 4.4(a

“ Information” shall mean information, whether or not patentalyleopyrightable, in written, oral, electronicather tangible or
intangible forms, stored in any medium, includitigdses, reports, records, books, contracts, ingnts) surveys, discoveries, ideas, concepts
know-how, techniques, designs, specifications, drgsy blueprints, diagrams, models, prototypes pdasn flow charts, data, computer data,
disks, diskettes, tapes, computer programs or athfeware, marketing plans, customer names anddscsupplier names and records,
customer and supplier lists, customer and vendiar alacorrespondence, communications by or toradia (including attorney-client
privileged communications), memos and other mdtepeepared by attorneys or under their directinalgding attorney work product), and
other technical, financial, employee or businefarination or data, files, papers, tapes, keys espondence, plans, invoices, forms, product
data and literature, promotional and advertisingemias, technical data, operating manuals, instvoal documents, quality records and
regulatory and compliance records; providéaat “Information” shall not include Registerd?! |

“ Information Statemeritshall mean the information statement to be ma@déable to the holders of eBay Shares in connactio
with the Distribution, as such information statetnmay be amended or supplemented from time to pirioe to the Distribution.

“ Information Technology shall mean all technology, hardware, computezsyers, workstations, routers, hubs, switches, data
communication lines, network and telecommunicatiessipment, Internet-related information technologyastructure and other information
technology equipment, in each case, other tham@odt
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“ Initial Notice ” shall have the meaning set forth in Section.7.1

“ Insurance Administratiof shall mean, with respect to each insurance patigyntained by eBay or any member of the eBay
Group, the accounting for premiums, retrospectivated premiums, defense costs, indemnity paymdatijctibles and retentions, as
appropriate, under the terms and conditions of sach policy; discussions or negotiations with nessi and the control of any Actions relating
to any such policy; the reporting to excess insceararriers of any losses or claims which may cus@er-occurrence, per claim or aggregat
limits of any such policy to be exceeded; and tis&ibution of Insurance Proceeds as contemplayettiis Agreement.

“ Insurance Proceedsshall mean those monies:

(a) received by an insured from an insurance cawre

(b) paid by an insurance carrier on behalf of tieired;

in any such case net of any costs or expenseg@ttur the collection thereof to the extent sucjustchent is demonstrably related to such
proceeds and net of any applicable premium adjugsnancluding reserves and retrospectively ratednum adjustments (it being understooc
that Insurance Proceeds shall include amountsveteinder a captive insurance arrangement).

“ Intellectual Property Matters Agreemérghall mean the Intellectual Property Matters Agrent to be entered into by and
between eBay and PayPal or any members of thgiectise Groups in connection with the Separatiba,Ristribution and the other
transactions contemplated by this Agreement.

“ Intellectual Property Rightsshall have the meaning set forth in the InteliattProperty Matters Agreement.

“ Joint Proceeding%shall mean the proceedings set forth in Schetille

“ Law " shall mean any national, supranational, inteovetl, federal, state, provincial, local or similaw (including common law),
statute, code, order, ordinance, rule, regulatieaty (including any Tax treaty), license, perraiithorization, approval, consent, decree,
injunction, binding judicial or administrative imfretation or other requirement, in each case,tedapromulgated, issued or entered by a
Governmental Authority.

“LHO " shall have the meaning as set forth in Secti®&(fy.

“ Liabilities " shall mean all debts, guarantees, assurancesnitorants, liabilities, responsibilities, Lossesnesliation,
deficiencies, damages, fines, penalties, settlesneanctions, costs, expenses, interest and dbligatf any nature or kind, whether accrued ol
fixed, absolute or contingent, matured or unmatuaedrued or not accrued, asserted or unassegeaitidted or unliquidated, foreseen or
unforeseen, known or unknown, reserved or unredenredetermined or determinable, including thassirey under any Law, claim (including
any Third-Party Claim), demand, Action, or orderitwudgment, injunction, decree,
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stipulation, determination or award entered by ithwny Governmental Authority or arbitration tritml, and those arising under any contract,
agreement, obligation, indenture, instrument, lepsaEmise, arrangement, release, warranty, commitonedertaking or terms of employment,
whether imposed or sought to be imposed by a Gavental Authority, another third Person, or a Pastigether based in contract, tort, impl
or express warranty, strict liability, criminal owil statute, or otherwise, in each case includiligosts, expenses, interest, attorneys’ fees,
disbursements and expenses of counsel, expertognsdlong fees and costs related thereto or tanhestigation or defense thereof and any
equitable relief that is imposed in connection ¢heth.

“ Licensed eBay Softwareshall mean: (a) solely those software programsiedl in_Schedule 1.9(a)n both Executable Code and
Source Code form, in the form such software prograrist as of the Effective Time; and (b) all doemmation relating thereto, if any, provic
by eBay to PayPal.

“ Licensed PayPal Softwafeshall mean: (a) solely those software prograsted in_Schedule 1.10(ain both Executable Code
and Source Code form, in the form such softwargnamms exist as of the Effective Time; and (b) alhd@umentation relating thereto, if any,
provided by PayPal to eBay.

“ Linked " shall have the meaning set forth_in Section 2.9(a

“ Losses’ shall mean actual losses, costs, damages, pesaltid expenses (including legal and accountirgydind expenses and
costs of investigation and litigation), whethemaot involving a Third-Party Claim.

“ Mediation Request shall have the meaning set forth_in Section.7.3

“ Mediation Rules’ shall have the meaning set forth in Section.7.3

“ Operating Agreemerit shall mean the Operating Agreement to be entetedinand between eBay and PayPal or the memb
their respective Groups in connection with the $&pan, the Distribution and the other transactioostemplated by this Agreement.

“ Other Board Membersshall have the meaning as set forth in Sectién 7.

“ Other IP” shall mean all Technology, other than RegistéRedhat is owned by either Party or any membetso&roup as of the
Effective Time.

“ Parties” shall mean the parties to this Agreement.
“ PayPal” shall have the meaning set forth in the Preamble.

“ PayPal, Inc. Contractshall mean any contract or agreement to whichPRgayinc. or any of its Subsidiaries entered imorao
the Effective Time and to which eBay and the othembers of the eBay Group are not parties.

“ PayPal Accounts shall have the meaning set forth_in Section 2.9(a
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“

PayPal Asset8 shall have the meaning set forth_in Section 2.2(a

“ PayPal Balance She&shall mean the pro forma combined balance shiethteoPayPal Business, including any notes and
subledgers thereto, as of March 31, 2015, as piexémthe Information Statement made availablinéoRecord Holders.

“ PayPal Businessshall mean (a) the business, operations, prodptatforms, services and activities of the Paymergment of
eBay conducted at any time prior to the Effectived by either Party or any of their current or fem$Subsidiaries and (b) any terminated,
divested or discontinued businesses, operationsietindties that, at the time of termination, dittese or discontinuation, primarily related to
the business, operations or activities describediinse (a) as then conducted, including thoséoston_Schedule 1.11(b)

“ PayPal Bylaws' shall mean the Amended and Restated Bylaws oPBlagubstantially in the form of Exhibit.B

“ PayPal Certificate of Incorporatidrshall mean the Amended and Restated Certifichteomrporation of PayPal, substantially in
the form of Exhibit A.

“ PayPal Contractsshall mean the following contracts and agreememtshich either Party or any member of its Grasip party
or by which it or any member of its Group or anyttedir respective Assets is bound, whether or metriting; provided, that PayPal Contracts
shall not include any contract or agreement thabrgemplated to be retained by eBay or any memibire eBay Group from and after the
Effective Time pursuant to any provision of thisrAgment or any Ancillary Agreement:

(a) (i) any marketing, merchant, reseller, distridvpdevelopment, supply or vendor contract or egrent entered into prior to the
Effective Time exclusively related to the PayPakiBess and (ii) with respect to any marketing, fant, supply or vendor contract or
agreement entered into prior to the Effective Tih relates to the PayPal Business but is nouskaly related to the PayPal Business,
that portion of any such customer, distributiorp@y or vendor contract or agreement that relaidhe PayPal Business;

(b) (i) any license agreement or other agreemenfiecong Intellectual Property Rights entered ipt@or to the Effective Time
exclusively related to the PayPal Business anaw{tl) respect to any license agreement enteredointo to the Effective Time that
relates to the PayPal Business but is not excllysreéated to the PayPal Business, that portioanyf such license agreement that relates
to the PayPal Business;

(c) (i) any contract or agreement with a Third fP@drsuant to which such Third Party provides catmn or disaster recovery
services entered into prior to the Effective Timelesively related to the PayPal Information Tedbgy and (ii) with respect to any
contract or agreement with a Third Party pursuanttich such Third Party provides colocation oldier recovery services entered into
prior to the Effective Time that relates to the Palyinformation Technology but is not exclusivedyated to the PayPal Information
Technology, that portion of any such contract aeegent that relates to the PayPal Information fielcgy;
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(d) any customer or user contract or agreementapifyrused or held primarily for use in the PayBakiness as of the Effective
Time;

(e) any joint venture or partnership contract aeagent that relates primarily to the PayPal Bissiras of the Effective Time;

() any guarantee, indemnity, representation, camgrwarranty or other Liability of either Partyamy member of its Group in
respect of any other PayPal Contract, any PayRdlility or the PayPal Business;

(9) (i) any employment, change of control, retemtioonsulting, indemnification, termination, severa or other similar agreement
with any current or former PayPal Group employeeuwrent or former consultant of the PayPal Groofered into prior to the Effective
Time and (ii) any proprietary information and intiens agreement or similar Intellectual Propertgh®$ assignment or license agreer
with any current or former PayPal Group employ@&gyeGroup employee, consultant of the PayPal Goyunsultant of the eBay
Group, in each case entered into prior to the Effecime, to the extent such agreement relatélsed®ayPal Business;

(h) any contract or agreement that is otherwiseesgly contemplated pursuant to this Agreemenhproh the Ancillary
Agreements to be assigned to PayPal or any menfliiee ®ayPal Group;

(i) any interest rate, currency, commodity or oth@ap, collar, cap or other hedging or similar agrents or arrangements related
exclusively to the PayPal Business or enteredbgitor on behalf of any division, business unit amer of the PayPal Group;

() (i) any PayPal, Inc. Contract that is exclugpveslated to the PayPal Business and (ii) wittpees to any PayPal, Inc. Contract
that relates to the PayPal Business but is nouskaly related to the PayPal Business, that poiicany such PayPal, Inc. Contract that
relates to the PayPal Business; and

(k) any contracts, agreements or settlements Imte8chedule 1.12(k)including the right to recover any amounts urslesth
contracts, agreements or settlements.

“ PayPal Designeésshall mean the entities (including corporatiogeneral or limited partnerships, trusts, joint vees,

unincorporated organizations, limited liability #ieis or other entities) that will be members of thayPal Group as of immediately prior to the
Effective Time designated by PayPal to accept Plaf&sets and assume PayPal Liabilities.

“ PayPal GPI Softwartéshall mean the Software set forth on Schedul8 1.1
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“ PayPal Groug shall mean (a) prior to the Effective Time, Pay&ad each Person that will be a Subsidiary of BagB of
immediately after the Effective Time, including theansferred Entities, even if, prior to the EffeetTime, such Person is not a Subsidiary of
PayPal; and (b) on and after the Effective Timg/AH2hand each Person that is a Subsidiary of PayPal

“ PayPal Indemnified Parti€'sshall have the meaning set forth_in Section.4.3

“ PayPal Information Technolodyshall mean: (a) all Software and all Informatidechnology owned or licensed by either Party o
any member of its Group primarily used or primalisld for use in the PayPal Business as of thecE¥e Time, other than any eBay Data
Center Infrastructure, including the Licensed Pa@dtware and any other Software and Informatiealinology set forth on Schedule 1.14
(a); and (b) all Intellectual Property Rights of eitlirarty or any member of its Group in any of theeming.

“ PayPal Intellectual Propertyshall mean: (a) the PayPal Patents; (b) the $ipddPayPal Patents; (c) the other RegisteredtiP se
forth on_Schedule 1.15(¢)d) all Other IP owned by, licensed by or tosablicensed by or to either Party or any membétsdBroup as of the
Effective Time primarily used or primarily held fase in the PayPal Business, including any OtheetRorth on Schedule 1.15(dand (e) all
Intellectual Property Rights of either Party or angmber of its Group in any of the foregoing.

“ PayPal Liabilities’ shall have the meaning set forth in Section 2.3(a

“ PayPal Patentsshall mean: (a) the issued patents set forthare8ule 1.16 (b) any patent issuing on any patent applicasien
forth on_Schedule 1.16(c) any patent claims issuing on any patent appibn that claims priority from, and that coveclessively subject
matter that is entitled to priority to, any patenipatent application set forth on Schedule Tid@uding, but not limited to, any divisional,
continuation, continuation-in-part, reissue, reeietion, or extension) with a priority date thabis or before the Distribution Date; and
(d) any foreign counterpart of any of the foregopajents and patent applications with a prioritiedhat is on or before the Distribution Date.

“ PayPal Permit$ shall mean all Permits owned or licensed by eifP@&rty or member of its Group primarily used anfarily held
for use in the PayPal Business as of the Effeivee.

“ PayPal Proceedingsshall mean the proceedings set forth in SchediUl@.

“ PayPal Real Propertyshall mean (a) all of the Real Property ownecelifier Party or member of its Group as of the Hifiec
Time listed or described on Schedule 1.18@)d (b) all the Real Property Leases to whidhegiParty or member of its Group is party as of
the Effective Time set forth on Schedule 1.18(b)

“ PayPal Sharesshall mean the shares of common stock, par v@u@001 per share, of PayPal.

“ PayPal Specified Actionsshall mean those Actions set forth on Schedul® 1.
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“ PayPal Specified Persofishall mean the Persons set forth_.on Schedule.1.20

“ PayPal Stock Exchandeshall mean The NASDAQ Stock Market.

“ Permits” shall mean permits, approvals, authorizationsisents, licenses or certificates issued by any Bovental Authority.

“ Person’ shall mean an individual, a general or limitedtparship, a corporation, a trust, a joint ventameunincorporated
organization, a limited liability entity, any othentity and any Governmental Authority.

“ Plan of Reorganizatiohshall have the meaning set forth_in Section 2.1(a

“ Prime Rate’ shall mean the rate that Bloomberg displays as¥{® Rate by Country United States” at
www.bloomberg.com/markets/rates-bonds/key-ratesh a Bloomberg terminal at PRIMBB Index.

“ Privileged Informatiori’ shall mean any information, in written, oral, etecic or other tangible or intangible forms, indiugl any
communications by or to attorneys (including atéytlient privileged communications), memoranda atineér materials prepared by attorneys
or under their direction (including attorney wontogduct), as to which a Party or any member of itsup would be entitled to assert or have
asserted a privilege, including the attorney-clemd attorney work product privileges.

“ Product Development Agreeménshall mean the Product Development Agreementteritered into by and between eBay and
PayPal or the members of their respective Groupsuamt to the Operating Agreement and in conneetitinthe Separation, the Distribution
and the other transactions contemplated by thigé&mgent.

“ Real Property shall mean land together with all easements tsigind interests arising out of the ownership thfeve appurtenant
thereto and all buildings, structures, improvemamd fixtures located thereon.

“ Real Property Leasésshall mean all leases to Real Property and, écetttent covered by such leases, any and all bgidi
structures, improvements and fixtures located threre

“ Record Daté' shall mean the close of business on the date ebermined by the eBay Board as the record datetermining
holders of eBay Shares entitled to receive PayRates pursuant to the Distribution.

“ Record Holders shall mean the holders of record of eBay Shasasfdhe Record Date.

“ Regqistered IP shall mean all Intellectual Property Rights that megistered, filed, issued or granted under thiecaity of, with or
by, any Governmental Authority, including all patgrinvention registrations, registered copyrighggistered trademarks, registered service
marks, registered trade secrets, registered Iritdomeain names, and all applications for any offtinegoing.
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“ Representative’sshall mean, with respect to any Person, any ohdRerson’s directors, officers, employees, ageotssultants,
advisors, accountants, attorneys or other repratess.

“ Residual Informatiori shall mean information in notangible form that may be retained in the unaideshory of Representativ
of a Party or members of such Party’s Group whahsad access to confidential and proprietary in&tiom concerning the other Party or any
member of the other Party’s Group.

“ SEC” shall mean the U.S. Securities and Exchange Casion.

“ Security Interest shall mean any mortgage, security interest, pbedign, charge, claim, option, right to acquireting or other
restriction, right-of-way, covenant, condition, eagent, encroachment, restriction on transfer, loeroéncumbrance of any nature whatsoever.

“ Separatiori’ shall have the meaning set forth in the Recitals.

“ Shared Contingent Liabiliti€sshall mean the following Liabilities of either Raor any member of its Group:

(a) any Liabilities relating to, arising out of @sulting from a general corporate matter of eBeguaring or existing at or prior to
the Effective Time, including any such Liabilitiéacluding any Liabilities relating to, arising oot or resulting from stockholder
litigation or controversies arising out of or régtto actions or omissions occurring prior to Eféective Time, to the extent unresolved
prior to the Effective Time and any amount paighayable after the Effective Time by either Partyaoy member of its Group in respect
of such Liabilities, and any Liabilities under fedleand state securities laws) relating to, arigingof or resulting from claims made by
on behalf of holders of any of eBay’s securitieglfiding debt securities), in their capacitieswashsin respect of such general corporate
matter;

(b) any Liabilities relating to, arising out of msulting from any Action with respect to the Segi@n or the Distribution (other th.
any Action related to any Disclosure Document) madierought by any Third Party against either Partgny member of its Group (but
excluding any Action by a Party or a member of sBahty’s Group, on the one hand, against anothey Bamember of either Party’s
Group, on the other hand);

(c) any Liabilities relating to, arising out of @sulting from any (i) claims for indemnificatiory lany current or former directors,
officers or employees of eBay or any of its curr@ntormer Subsidiaries, in their capacities assoc (ii) claims for breach of fiduciary
duties brought against current or former directofficers or employees of eBay or any of its cutr@nformer Subsidiaries, in their
capacities as such, in each case, relating to esy@missions or events at or prior to the Effecfiime; and
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(d) any Liabilities relating to, arising out of msulting from the Actions set forth on Schedul1{d);

except, in each case, (i) any Liability that isesthise specified to be a PayPal Liability or an gBability, (ii) any Liability for Taxes, which
shall be governed by the Tax Matters Agreemeixaiiiy Liability that is otherwise specifically altated under this Agreement or any other
Ancillary Agreement or (iv) any Liability relatin, arising out of or resulting from any eBay Prediags, Joint Proceedings or PayPal
Proceedings.

“ Shared Contractshall have the meaning set forth_in Section 2.8(a

“ Software” shall mean any and all (a) computer programs, distany and all software implementation of alduoris, models ar
methodologies, whether in source code, object doa®an readable form or other form, (b) databasdsampilations, including any and all
data and collections of data, whether machine fdada otherwise, (c) descriptions, flow charts attter work products used to design, plan,
organize and develop any of the foregoing, (d)estseuser interfaces, report formats, firmwaregtigpment tools, templates, menus, buttons
and icons and (e) documentation, including useruanand other training documentation, relatingrtg of the foregoing.

“ Source Code shall mean the human-readable version of a coemgarbgram that can be compiled into ExecutableeCod

“ Specified eBay Patentsshall mean: (a) the issued patents set forthare8ule 1.22 (b) any patent issuing on any patent
application set forth on Schedule 1.22) any patent claims issuing on any patent apfibn that claims priority from, and that cover
exclusively subject matter that is entitled to gtioto, any patent or patent application set fanthSchedule 1.2@ncluding any divisional,
continuation, continuation-in-part, reissue, reeietion, or extension) with a priority date thabis or before the Distribution Date; and
(d) any foreign counterpart of any of the foregopajents and patent applications with a prioritiedhat is on or before the Distribution Date.

“ Specified PayPal Pateritshall mean: (a) the issued patents set forthare8ule 1.23 (b) any patent issuing on any patent
application set forth on Schedule 1;28) any patent claims issuing on any patent apfibn that claims priority from, and that cover
exclusively subject matter that is entitled to gtioto, any patent or patent application set fanthSchedule 1.2@ncluding any divisional,
continuation, continuation-in-part, reissue, reeietion, or extension) with a priority date thabis or before the Distribution Date; and
(d) any foreign counterpart of any of the foregopajents and patent applications with a prioritiedhat is on or before the Distribution Date.

“ Subsidiary” shall mean, with respect to any Person, any aaitpm, limited liability company, joint venture partnership of
which such Person (a) beneficially owns, eitheedtily or indirectly, more than fifty percent (50%)(i) the total combined voting power of all
classes of voting securities, (ii) the total conguirequity interests or (iii) the capital or profiterests, in the case of a partnership, or
(b) otherwise has the power to vote, either diyeatlindirectly, sufficient securities to elect ajority of the board of directors or similar
governing body.
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“ Tangible Informatiori’ shall mean Information that is contained in veniitf electronic or other tangible forms.

“ Tax " shall have the meaning set forth in the Tax Mat#ggreement.

“ Tax Matters Agreemeritshall mean the Tax Matters Agreement to be edtar® by and between eBay and PayPal in connectic
with the Separation, the Distribution and the oth@nsactions contemplated by this Agreement.

“ Tax Opinion” shall have the meaning set forth in the Recitals.
“ Tax Return” shall have the meaning set forth in the Tax Mati#ggreement.

“ Technical Informatiori shall have the meaning set forth in the IntellattProperty Matters Agreement.

“ Technology” shall have the meaning set forth in the IntellettProperty Matters Agreement, in each case, ahizer Software.
“ Third Party” shall mean any Person other than the Partiesypngmbers of their respective Groups.

“ Third-Party Claim” shall have the meaning set forth_in Section 4.5(a

“ Transfer Document$shall have the meaning set forth_in Section 2.1(b

“ Transferred Cash Amoufitshall have the meaning set forth in Section 2.12

“ Transferred Entitie8 shall mean the entities set forth on Scheduld 1.2

“ Transition Committeé shall have the meaning set forth_in Section 2.14

“ Transition Services Agreemehshall mean the Transition Services Agreement terttered into by and between eBay and Pa
or any members of their respective Groups in cotmreavith the Separation, the Distribution and ttleer transactions contemplated by this
Agreement.

“ Unreleased eBay Liabilitiesshall have the meaning set forth_in Section 2ijb.

“ Unreleased PayPal Liabiliti¢sshall have the meaning set forth_in Section J(4ija
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ARTICLE Il
THE SEPARATION

2.1 Transfer of Assets and Assumption of Liabiitie

(a) On or prior to the Effective Time, but in argse, prior to the Distribution, in accordance vtitta plan and structure set forth on
Schedule 2.1(athe “ Plan of Reorganizatioi:

(i) Transfer and Assignment of PayPal AsseBay shall, and shall cause the applicable mesriféts Group to, contribute,
assign, transfer, convey and deliver to PayPah@applicable PayPal Designees, and PayPal orRayial Designees shall accept from
eBay and the applicable members of the eBay Gralupf eBay’s and such eBay Group members’ respedirect or indirect right, title
and interest in and to all of the PayPal Assetsgjing understood that if any PayPal Asset is bgld Transferred Entity or a wholly
owned Subsidiary of a Transferred Entity, such RayBset may be assigned, transferred, conveyedeaindred to PayPal as a result of
the transfer of all of the equity interests in siicansferred Entity from eBay or the applicable rhens of the eBay Group to PayPal or
the applicable PayPal Designee);

(i) Acceptance and Assumption of PayPal Liabiliti®ayPal and the applicable PayPal Designeesadwdpt, assume and
agree faithfully to perform, discharge and fuléill the PayPal Liabilities in accordance with theispective terms (it being understood
that if any PayPal Liability is a liability of a &nsferred Entity or a wholly owned Subsidiary dfransferred Entity, such PayPal Liabi
may be assumed by PayPal as a result of the trasfsfdl of the equity interests in such TransfdrEntity from eBay or the applicable
members of the eBay Group to PayPal or the appédaayPal Designee); providethat PayPal shall cause such Transferred Emiity a
such PayPal Designee to perform, discharge anidl &llfsuch PayPal Liabilities. PayPal and suclyPa Designees shall be responsible
for all PayPal Liabilities, regardless of when dreke such PayPal Liabilities arose or arise, orthdrehe facts on which they are based
occurred prior to or subsequent to the Effectiv@d,iregardless of where or against whom such Pay&tilities are asserted or
determined (including any PayPal Liabilities argsimut of claims made by eBay’s or PayPal’s respec@ubsidiaries, Affiliates or
Representatives, or by the respective Represeesatifitheir Subsidiaries or Affiliates, against amgmber of the eBay Group or the
PayPal Group) or whether asserted or determined farithe date hereof, and regardless of whetligingrfrom or alleged to arise from
negligence, recklessness, violation of Law, frauchsrepresentation by any member of the eBay Gaoupe PayPal Group, or any of
their respective Subsidiaries, Affiliates or Represtives;

(iii) Transfer and Assignment of eBay AssetBay and PayPal shall cause PayPal and the PAgBrjnees to contribute,
assign, transfer, convey and deliver to eBay diagemembers of the eBay Group designated by e®ayeBay or such members of the
eBay Group shall accept from PayPal and the PdyPsijnees, all of PayPal’'s and such PayPal Desiynespective direct or indirect
right, title and interest in and to all eBay Asdedtd by PayPal or a PayPal Designee; and
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(iv) Acceptance and Assumption of eBay LiabilitieBay and the applicable members of the eBay Gdesjgnated by eBay
shall accept and assume and agree faithfully tiopar discharge and fulfill all of the eBay Lialiés in accordance with their respective
terms. eBay and the applicable members of the €&Bayp shall be responsible for all eBay Liabilitirsaccordance with their respective
terms, regardless of when or where such eBay lifi#silarose or arise, whether the facts on whiely tire based occurred prior to or
subsequent to the Effective Time, where or agaiuh&tm such eBay Liabilities are asserted or detezth{including any such eBay
Liabilities arising out of claims made by eBay’sRayPal’s respective Subsidiaries, Affiliates opRsentatives, or by the respective
Representatives of their Subsidiaries or Affiliategainst any member of the eBay Group or the HayRaup) or whether asserted or
determined prior to the date hereof, and regardieasether arising from or alleged to arise froegligence, recklessness, violation of
Law, fraud or misrepresentation by any member efaBay Group or the PayPal Group, or any of tlesipective Subsidiaries, Affiliates
or Representatives.

(b) Transfer Documentsin furtherance of the contribution, assignmenansfer, conveyance and delivery of the Assetslamd
acceptance and assumption of the Liabilities iredance with Section 2.1(aji) each Party shall execute and deliver, andl shase the
applicable members of its Group to execute andrélelsuch bills of sale, quitclaim deeds, stock pmycertificates of title, assignments of
contracts and other instruments of transfer, coameg and assignment as and to the extent necéssarglence the transfer, conveyance and
assignment of all of such Party’s and the applieabémbers of its Group’s right, title and inteliesind to such Assets to the other Party and
the applicable members of its Group in accordaritte 8ection 2.1(a) and (ii) each Party shall execute and delived, ghvall cause the
applicable members of its Group to execute andreelio the other Party such assumptions of cotsti@ed other instruments of assumption a:
and to the extent necessary to evidence the vaticeEective assumption of the Liabilities by suRdrty or the applicable members of its Gr
in accordance with Section 2.1(a)ll of the foregoing documents contemplated kg Bection 2.1(b3hall be referred to collectively herein as
the “ Transfer Document$

(c) Misallocations. In the event that at any time or from time todi{whether prior to, at or after the Effective T)mnene Party (or
any member of such Pargytespective Group) shall receive or otherwise ggxsany Asset that is allocated to the other Rartsgny member ¢
such Party’s Group) pursuant to this AgreemenngrAncillary Agreement, such Party shall promptirisfer, or cause to be transferred, sucl
Asset to the Party so entitled thereto (or to aeyntoer of such Party’s Group), and such Party (anb® of such Party’s Group) shall accept
such Asset. Prior to any such transfer, the Pemsogiving or possessing such Asset shall hold swssket in trust for any such other Person. In
the event that at any time or from time to time éttier prior to, at or after the Effective Time)gedParty hereto (or any member of such Party’
respective Group) shall receive or otherwise assamyed_iability that is allocated to the other Pajdy any member of such Party’s Group)
pursuant to this Agreement or any Ancillary Agreemsuch Party shall promptly transfer, or causeetdransferred, such Liability to the Party
responsible therefor (or to the applicable memibeuoh Party’s Group), and such Party (or membeuch Party’s Group) shall accept,
assume and agree to faithfully perform such LigbillThe Parties shall, and shall cause the appéaalembers of their respective Group to,
execute such Transfer Documents and take suclefuatitions as may be required to effectuate thasfeas denoted in this Section 2.1
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(d) Waiver of Bulk-Sale and Bulk-Transfer LawRayPal hereby waives compliance by each and enemgber of the eBay Group

with the requirements and provisions of any “bualkes or “bulk-transfer” Laws of any jurisdictiondahmay otherwise be applicable with
respect to the transfer or sale of any or all efBlayPal Assets to any member of the PayPal GeRay hereby waives compliance by each
every member of the PayPal Group with the requirgmand provisions of any “bulk-sale” or “bulk-tsdfar” Laws of any jurisdiction that may
otherwise be applicable with respect to the tranmfesale of any or all of the eBay Assets to amynher of the eBay Group.

(e) Intellectual Property Rights

(i) If and to the extent that, as a matter of Lavany jurisdiction, eBay or the applicable memlwdritgs Group cannot assign,
transfer or convey any of eBay'’s or such eBay Gnogmnbers’ respective direct or indirect rightgtiind interest in and to any
Registered IP, Other IP, Software or Intellectualperty Rights included in the PayPal Assets, thethe extent possible, eBay shall,
shall cause the applicable members of its Grouprocably grant to PayPal, or the applicableFRdyDesignees, an exclusive,
irrevocable, assignable, transferable, sublicensealoridwide, perpetual, royalty-free license seuexploit and commercialize in any
manner now known or in the future discovered amdvoatever purpose, any such right, title or irgere

(ii) If and to the extent that, as a matter of Liavany jurisdiction, PayPal or the applicable mersha its Group cannot
assign, transfer or convey any of PayPal’s or $tayPal Group memben®spective direct or indirect right, title and irgst in and to ar
Registered IP, Other IP, Software or Intellectualperty Rights included in the eBay Assets, therthé extent possible, PayPal shall,
shall cause the applicable members of its Grouprajocably grant to eBay, or the applicable eB&gignees, an exclusive, irrevocable,
assignable, transferable, sublicenseable, worldvgdrmetual, royalty-free license to use, explod aommercialize in any manner now
known or in the future discovered and for whatguanpose, any such right, title or interest.

2.2 PayPal Assets; eBay Assets

(a) PayPal AssetsFor purposes of this Agreement, “ PayPal Assstwall mean:

(i) all issued and outstanding capital stock oeotquity interests of the Transferred Entitie$ #ra owned by either Party or
any members of its Group as of the Effective Time;

(i) all Assets (including cash and cash equivapnf either Party or any of the members of itsu@rincluded or reflected as
assets of the PayPal Group on the PayPal Balaresst, Subject to any dispositions of such Assetsemient to the date of the PayPal
Balance Sheet; providedhat the amounts set forth on the PayPal Bal&hezt with respect to any Assets shall not beetdeas
minimum amounts or limitations on the amount ofteAssets that are included in the definition of PalyAssets pursuant to this
subclause (ii);
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(iii) all Assets of either Party or any of the mesndbof its Group as of the Effective Time that@ira nature or type that wot
have resulted in such Assets being included asta&\s$é&ayPal or members of the PayPal Group o ooma combined balance sheet
of the PayPal Group or any notes or subledgergtihers of the Effective Time (were such balancetsimetes and subledgers to be
prepared on a basis consistent with the determimati the Assets included on the PayPal Balancetghebeing understood that (x) the
PayPal Balance Sheet shall be used to determirtggbe of, and methodologies used to determinagtiissets that are included in the
definition of PayPal Assets pursuant to this sulm@a(iii); and (y) the amounts set forth on thefRdyBalance Sheet with respect to any
Assets shall not be treated as minimum amountsnitations on the amount of such Assets that ackuded in the definition of PayPal
Assets pursuant to this subclause (iii);

(iv) all Assets of either Party or any of the memshef its Group as of the Effective Time that axpressly provided by this
Agreement or any Ancillary Agreement as Assetsetdransferred to or owned by PayPal or any othenbes of the PayPal Group;

(v) all PayPal Contracts as of the Effective Time all rights, interests or claims of either Pamtyany of the members of its
Group thereunder as of the Effective Time;

(vi) all PayPal Intellectual Property and all righinterests or claims of either Party or any effrembers of its Group
thereunder as of the Effective Time;

(vii) all PayPal Information Technology and alllig, interests or claims of either Party or anthefmembers of its Group
thereunder as of the Effective Time;

(viii) all rights of PayPal and any member of theeyPal Group under any license of Technology, Softvea Intellectual
Property Rights granted by eBay or any member@&®ay Group pursuant to the terms of the InteleddProperty Matters Agreement;

(ix) all rights of PayPal and any member of thePayGroup under any covenant not to sue grantexBay or any member
the eBay Group pursuant to the terms of the Inteld Property Matters Agreement;

(x) any lease, sublease, license or right to use@Bay Data Center Infrastructure granted by eBang member of the eBay
Group to PayPal or any member of the PayPal Grougupnnt to the terms of the Colocation Servicesagrents;
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(xi) all PayPal Permits as of the Effective Timelafl rights or interests of either Party or anyte members of its Group
thereunder as of the Effective Time;

(xii) all PayPal Real Property as of the Effectiiene;

(xiii) to the extent not already identified in ckas (i) through (xii) of this Section 2.2(all Assets of either Party or any of
the members of its Group as of the Effective Tihed tire exclusively used or exclusively held fag irsthe PayPal Business;

(xiv) subject to applicable Law and the provisiafithe applicable Ancillary Agreements, to the exteot already identified
in clauses (i) through (xii) of this Section 2.2(all rights, interests and claims of either Partyany of the members of its Group as of
Effective Time with respect to Information thakisclusively related to the PayPal Assets, the PayiBhilities, the PayPal Business or
the Transferred Entities, and a non-exclusive rigtall Information that is related to, but not ksively related to, the PayPal Assets, the
PayPal Liabilities, the PayPal Business or the 3fiemed Entities (it being understood that no menalb¢he eBay Group or the PayPal
Group shall be required to delete any Informatimm¥ its systems); and

(xv) any and all Assets set forth on Schedule 2(2¢a.

Notwithstanding the foregoing, the PayPal Assesdl stot in any event include any Asset referredhtolauses (i), (i) or (iv) through (vii) ¢

Section 2.2(b)

(b) eBay AssetsFor the purposes of this Agreement, “ eBay Assshall mean all Assets of either Party or the meratof its
Group as of the Effective Time, other than the Rhy¥3sets, it being understood that the eBay Asdwt include:

(i) all Assets that are expressly contemplatedhisy Agreement or any Ancillary Agreement (or théa&tules hereto or
thereto) as Assets to be retained by eBay or amr sbhember of the eBay Group;

(ii) all Contracts of either Party or any of thenmmeers of its Group as of the Effective Time (ottihem the PayPal Contracts);

(iii) all Registered IP, Other IP, and Softwaresgher Party or any of the members of its Groupfake Effective Time (othe
than the PayPal Intellectual Property and PayHatimation Technology, all rights of PayPal and amymber of the PayPal Group under
any license of technology, Software or Intellecteedperty Rights granted by eBay or any membeh®&Bay Group pursuant to the
terms of the Intellectual Property Matters Agreetnati rights of PayPal and any member of the PagPaup under any covenant not to
sue granted by eBay or any member of the eBay Gpauguant to the terms of the Intellectual Propktatters Agreement and any lea
sublease, license or right to use the eBay DataeCénfrastructure granted by eBay or any membéhefeBay Group to PayPal or any
member of the PayPal Group pursuant to the terrttsedinformation Technology Services Agreemeng)luding the eBay Name and

eBay Marks, the eBay Patents, the Licensed eBayvadd, the Specified eBay Patents, and the Regiie, Software and Technology
set forth on Schedule 2.2(b)(iii)
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(iv) all Permits of either Party or any of the mearbof its Group as of the Effective Time (otharthhe PayPal Permits);

(v) all Real Property of either Party or any of thembers of its Group as of the Effective Time ¢otihan the PayPal Real
Property);

(vi) any and all cash proceeds, securities or ptgpeceived by either Party or any of the memloéiigs Group as a result of
the sale, spin-off, initial public offering or oth@isposition or divestiture of all or a portiontbe Enterprise Business; and

(vii) any and all Assets set forth on Schedule i) .

2.3 PayPal Liabilities; eBay Liabilities

(a) PayPal Liabilities. For the purposes of this Agreement, “ PayPaliliteds " shall mean the following Liabilities of either Pya
or any of the members of its Group:

(i) all Liabilities included or reflected as liabiés or obligations of PayPal or the members effiayPal Group on the PayPal
Balance Sheet, subject to any discharge of sudbilities subsequent to the date of the PayPal Ral@heet; providedthat the amounts
set forth on the PayPal Balance Sheet with redpeanty Liabilities shall not be treated as minimamounts or limitations on the amount
of such Liabilities that are included in the defioim of PayPal Liabilities pursuant to this subdadi);

(ii) all Liabilities as of the Effective Time thare of a nature or type that would have resulteslizh Liabilities being include
or reflected as liabilities or obligations of PayBathe members of the PayPal Group on a pro faromabined balance sheet of the
PayPal Group or any notes or subledgers theratbthe Effective Time (were such balance sheegesiand subledgers to be prepared o
a basis consistent with the determination of thabllities included on the PayPal Balance Sheeljgiitg understood that (x) the PayPal
Balance Sheet shall be used to determine the tfpasd methodologies used to determine, thoseilltiab that are included in the
definition of PayPal Liabilities pursuant to thiseelause (ii); and (y) the amounts set forth onRhgPal Balance Sheet with respect to
any Liabilities shall not be treated as minimum amts or limitations on the amount of such Lialeiithat are included in the definition
of PayPal Liabilities pursuant to this subclaugg (i

(iii) all Liabilities relating to, arising out ofraesulting from actions, inactions, events, onoissj conditions, facts or
circumstances occurring or existing prior to théeEtive Time (whether or not such Liabilities ceéging contingent, mature, become
known, are asserted or foreseen, or accrue, inesshbefore, at or after the Effective Time),anlecase, to the extent that such
Liabilities relate to, arise out of or result fralre PayPal Business or a PayPal Asset;
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(iv) fifty percent (50%) of the Shared Contingernalhilities;

(v) all Liabilities that are expressly provided thys Agreement or any Ancillary Agreement (or theh&dules hereto or
thereto) as Liabilities to be assumed by PayPahgrother member of the PayPal Group, and all ageeés, obligations and Liabilities
any member of the PayPal Group under this Agreemeany of the Ancillary Agreements;

(vi) all Liabilities relating to, arising out of gesulting from the PayPal Contracts, the PayRalléttual Property, the PayPal
Information Technology, the PayPal Permits or tagHl Real Property;

(vii) all Liabilities (A) relating to, arising oudf or resulting from the PayPal Specified ActiomgB) set forth on Schedule 2.3
(a)(vii) ;

(viii) all Liabilities arising out of claims madeytany Third Party (including eBay’s or PayPal'spestive directors, officers,
stockholders, current and former employees andtapgagainst any member of the eBay Group or thé&a@roup to the extent relating

to, arising out of or resulting from the PayPal Bess or the PayPal Assets or the other businpssations, activities or Liabilities
referred to in clauses (i) through (vii) above;

providedthat, notwithstanding the foregoing, the Partieeadhat (A) the Liabilities set forth in Sectior3@) shall not be PayPal Liabilities
but instead shall be eBay Liabilities and (B) thelilities of each Party relating to, arising ofibo resulting from any eBay Proceedings, Joint
Proceedings or PayPal Proceedings shall be govestadsively by Schedule 5.6

(b) eBay Liabilities. For the purposes of this Agreement, “ eBay Liib8 " shall mean the following Liabilities of either Raor
any of the members of its Group:

(i) all Liabilities relating to, arising out of @esulting from actions, inactions, events, omissjaonditions, facts or
circumstances occurring or existing prior to théeEtive Time (whether or not such Liabilities ceaging contingent, mature, become
known, are asserted or foreseen, or accrue, ineashbefore, at or after the Effective Time) of emember of the eBay Group and, prior
to the Effective Time, any member of the PayPaluprim each case, to the extent that such Liakslgies not PayPal Liabilities or Shared
Contingent Liabilities;

(i) fifty percent (50%) of the Shared Contingerihilities;

(iii) all Liabilities that are expressly provided khis Agreement or any Ancillary Agreement (or 8ehedules hereto or
thereto) as Liabilities to be assumed or retainediay or any other member of the eBay Group, drmbeeements, obligations and
Liabilities of any member of the eBay Group undes tAgreement or any of the Ancillary Agreements;
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(iv) all Liabilities relating to, arising out of gesulting from the sale, spin-off, initial pubtiéfering or other disposition or
divestiture of all or a portion of the Enterprisedihess, and all fees and expenses of brokergrfindounsel, financial advisors,
accountants, consultants and other professionaadvincurred by either Party or any member oGiteup in connection with such sale,
spin-off, initial public offering or other dispo&it or divestiture;

(v) all Liabilities arising out of claims made bgyaThird Party (including eBay’s or PayPal's respexdirectors, officers,
stockholders, current and former employees andtapagainst any member of the eBay Group or théBla@roup to the extent relating
to, arising out of or resulting from the eBay Busin or the eBay Assets; and

(vi) all Liabilities all Liabilities (A) relating ®, arising out of or resulting from the eBay SpiecifActions or (B) set forth on
Schedule 2.3(b)(vi)

2.4 Approvals and Notifications

(a) Approvals and Notifications for PayPal Assef® the extent that the transfer or assignmeangfPayPal Asset, the assumptior
of any PayPal Liability, the Separation, or thetBligition requires any Approvals or Notificationise Parties shall use their commercially
reasonable efforts to obtain or make such ApprovaNotifications as soon as reasonably practicaisievided, that, except to the extent
expressly provided in this Agreement or any ofAlneillary Agreements or as otherwise agreed betveay and PayPal, neither eBay nor
PayPal shall be obligated to contribute capitgday any consideration in any form (including pronglany letter of credit, guaranty or other
financial accommodation) to any Person in ordestt@min or make such Approvals or Notifications.

(b) Delayed PayPal Transferdf and to the extent that the valid, complete padected transfer or assignment to the PayPalisro
of any PayPal Asset or assumption by the PayPalob any PayPal Liability would be a violationayplicable Law or require any Approv
or Notifications in connection with the Separat@rthe Distribution that have not been obtainechade by the Effective Time then, unless the
Parties mutually shall otherwise determine, thedfer or assignment to the PayPal Group of sucP&ayssets or the assumption by the
PayPal Group of such PayPal Liabilities, as the caay be, shall be automatically deemed deferrdchag such purported transfer, assignr
or assumption shall be null and void until suchetias all legal impediments are removed or such éyals or Notifications have been obtair
or made. Notwithstanding the foregoing, any sucgjPRhAssets or PayPal Liabilities shall continueadastitute PayPal Assets and PayPal
Liabilities, as the case may be, for all other pggs of this Agreement.

(c) Treatment of Delayed PayPal Assets and Delayed &dyiBbilities . If any transfer or assignment of any PayPal Asseiny
assumption of any PayPal Liability intended to famsferred, assigned or assumed hereunder, aagbemay be, is not consummated on or
prior to the Effective Time, whether as a resulthaf provisions of Section 2.4(b) for any other reason (any such PayPal AsseDaldyed
PayPal Assetand any such PayPal Liability, a “ Delayed PayHability "), then, insofar as reasonably possible and
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subject to applicable Law, the member of the eBeyu@ retaining such Delayed PayPal Asset or sudhyed PayPal Liability, as the case
may be, shall thereafter hold such Delayed PayBsaétor Delayed PayPal Liability, as the case neaydr the use and benefit (or the
performance and obligation, in the case of a Lighibf the member of the PayPal Group entitledele (at the expense of the member of the
PayPal Group entitled thereto). In addition, therther of the eBay Group retaining such Delayed Pla&Bset or such Delayed PayPal
Liability shall, insofar as reasonably possible émthe extent permitted by applicable Law, tremttsDelayed PayPal Asset or Delayed PayP:
Liability in the ordinary course of business in aaance with past practice and take such othesrzetis may be reasonably requested by the
member of the PayPal Group to whom such Delaye®&aysset is to be transferred or assigned, orlwhitt assume such Delayed PayPal
Liability, as the case may be, in order to placchsmember of the PayPal Group in a substantiaylai position as if such Delayed PayPal
Asset or Delayed PayPal Liability had been tramsterassigned or assumed as contemplated herelsoahdt all the benefits and burdens
relating to such Delayed PayPal Asset or DelaygPRlaLiability, as the case may be, including uisk of loss, potential for gain, and
dominion, control and command over such DelayedPBbgsset or Delayed PayPal Liability, as the caag be, and all costs and expenses
related thereto, shall inure from and after thee&ffre Time to the PayPal Group.

(d) Transfer of Delayed PayPal Assets and Delayed PhlyRailities . If and when the Approvals or Notifications, tHesance of
which caused the deferral of transfer or assignraahy Delayed PayPal Asset or the deferral afimggion of any Delayed PayPal Liability
pursuant to Section 2.4(bare obtained or made, and, if and when any ddyad impediments for the transfer or assignmeranyf Delayed
PayPal Asset or the assumption of any Delayed Ray#tality have been removed, the transfer or gissient of the applicable Delayed Pay
Asset or the assumption of the applicable DelaysdPBl Liability, as the case may be, shall be &t accordance with the terms of this
Agreement and/or the applicable Ancillary Agreement

(e) Costs for Delayed PayPal Assets and Delayed Paly@allities . Any member of the eBay Group retaining a DelayagiPal
Asset or Delayed PayPal Liability due to the defieof the transfer or assignment of such DelayedPBbAsset or the deferral of the
assumption of such Delayed PayPal Liability, ascthee may be, shall not be obligated, in conneetitinthe foregoing, to expend any money
unless the necessary funds are advanced (or ofeemade available) by PayPal or the member of alg®& Group entitled to the Delayed
PayPal Asset or Delayed PayPal Liability, othentheasonable out-of-pocket expenses, attorneys’dad recording or similar fees, all of
which shall be promptly reimbursed by PayPal orrtireaber of the PayPal Group entitled to such DeldgyPal Asset or Delayed PayPal
Liability.

(H Approvals and Notifications for eBay Assel® the extent that the transfer or assignmeangfeBay Asset or the assumptior
any eBay Liability requires any Approvals or Nat#tions, the Parties shall use their commercialsonable efforts to obtain or make such
Approvals or Notifications as soon as reasonabdgtirable; providedthat, except to the extent expressly provideithism Agreement or any
the Ancillary Agreements or as otherwise agreed/beh eBay and PayPal, neither eBay nor PayPallshalbligated to contribute capital or
pay any consideration in any form (including prorglany letter of credit, guaranty or other finad@ccommodation) to any Person in orde
obtain or make such Approvals or Notifications.
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(g) Delayed eBay Transferdf and to the extent that the valid, complete padected transfer or assignment to the eBay Gobup
any eBay Asset or assumption by the eBay Groumped8ay Liability would be a violation of applicablaw or require any Approval or
Notification that has not been obtained or mad¢hkyEffective Time then, unless the Parties muwsibll otherwise determine, the transfe
assignment to the eBay Group of such eBay Assdteaissumption by the eBay Group of such eBayilitiab, as the case may be, shall be
automatically deemed deferred and any such pumgbtrg@sfer, assignment or assumption shall beamdlvoid until such time as all legal
impediments are removed or such Approval or Natfan has been obtained or made. Notwithstandieddregoing, any such eBay Assets or
eBay Liabilities shall continue to constitute eBegsets and eBay Liabilities, as the case may bealfother purposes of this Agreement.

(h) Treatment of Delayed eBay Assets and Delayed eBailities . If any transfer or assignment of any eBay Assetry
assumption of any eBay Liability intended to bensferred, assigned or assumed hereunder, as thenegsbe, is not consummated on or priol
to the Effective Time whether as a result of thevgions of this Section 2.4(loy for any other reason (any such eBay Asset, alay®d eBay
Asset” and any such eBay Liability, a_* Delayed eBayliildy "), then, insofar as reasonably possible, the mermobthe PayPal Group
retaining such Delayed eBay Asset or such Delaay d.iability, as the case may be, shall theredftdd such Delayed eBay Asset or
Delayed eBay Liability, as the case may be, forube and benefit (or the performance or obligatiothe case of a Liability) of the member
the eBay Group entitled thereto (at the expenskeomember of the eBay Group entitled theretoaddition, the member of the PayPal Group
retaining such Delayed eBay Asset or such Delaay d.iability shall, insofar as reasonably possitfe to the extent permitted by applicable
Law, treat such Delayed eBay Asset or Delayed dBalyility in the ordinary course of business in aaance with past practice. Such men
of the PayPal Group shall also take such otheomsgis may be reasonably requested by the member eBay Group to which such Delayed
eBay Asset is to be transferred or assigned, ochwhill assume such Delayed eBay Liability, as¢hse may be, in order to place such
member of the eBay Group in a substantially sinplasition as if such Delayed eBay Asset or Delag®dy Liability had been transferred,
assigned or assumed and so that all the benefitbandens relating to such Delayed eBay Asset ¢ayiee eBay Liability, and all costs and
expenses related thereto, shall inure from and tfeeEffective Time to the eBay Group.

(i) Transfer of Delayed eBay Assets and Delayed eBayjlities . If and when the Approvals or Notifications, tHesance of which
caused the deferral of transfer or assignment pslayed eBay Asset or the deferral of assumpifcany Delayed eBay Liability, are
obtained or made, and, if and when any other ligédiments for the transfer or assignment of aelaied eBay Asset or the assumption of
any Delayed eBay Liability have been removed, thedfer or assignment of the applicable Delayed/eBset or the assumption of the
applicable Delayed eBay Liability, as the case ayshall be effected in accordance with the terfhikis Agreement and/or the applicable
Ancillary Agreement.
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(j) Costs for Delayed eBay Assets and Delayed eBaylitieh. Any member of the PayPal Group retaining a Delagf@ay Asset
or Delayed eBay Liability due to the deferral of tihansfer or assignment of such Delayed eBay Assbie deferral of the assumption of such
Delayed eBay Liability, as the case may be, shalbe obligated, in connection with the foregoittgexpend any money unless the necessary
funds are advanced (or otherwise made availableBay or the member of the eBay Group entitledvéoDelayed eBay Asset or Delayed
eBay Liability, other than reasonable out-of-poakgbenses, attorneys’ fees and recording or sirfaks, all of which shall be promptly
reimbursed by eBay or the member of the eBay Geamjpled to such Delayed eBay Asset or Delayed dBRalility.

2.5 Novation of Liabilities

(a) Novation of PayPal Liabilities.

(i) Each of eBay and PayPal, at the request obther, shall use its commercially reasonable efftartobtain, or to cause to
obtained, as soon as reasonably practicable, arseat, substitution, approval or amendment requoetvate or assign all PayPal
Liabilities and obtain in writing the unconditionalease of each member of the eBay Group thap#ts to or otherwise bound by any
such arrangements, so that, in any such case,ahwars of the PayPal Group shall be solely resptan&ir such PayPal Liabilities;
provided, that, except as otherwise expressly providedigiAgreement or any of the Ancillary Agreementstimer eBay nor PayPal
shall be obligated to contribute any capital or pay consideration in any form (including providiagy letter of credit, guaranty or other
financial accommodation) to any third Person frohom any such consent, substitution, approval, amendor release is requested.

(i) If eBay or PayPal is unable to obtain, or tmse to be obtained, any such required conserstiuion, approval,
amendment or release and the applicable membbe@Bay Group continues to be bound by such agreefease, license or other
obligation or Liability (each, an* Unreleased PalPBiability "), PayPal shall, to the extent not prohibited anl, as indemnitor,
guarantor, agent or subcontractor for such membiieceBay Group, as the case may be, (A) paypparaind discharge fully all the
obligations or other Liabilities of such membettld eBay Group that constitute Unreleased PayRdlilities from and after the Effecti
Time and (B) use its commercially reasonable effayteffect such payment, performance or dischange to the time any demand for
such payment, performance or discharge is perntittée made by the obligee thereunder on any meoflibe eBay Group. If and wh
any such consent, substitution, approval, amendorartiease shall be obtained or the UnreleaseB& dyabilities shall otherwise
become assignable or able to be novated, eBayiaatiptly assign, or cause to be assigned, anddPayfhe applicable PayPal Group
member shall assume, such Unreleased PayPal tiedbilithout exchange of further consideration.
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(b) Novation of eBay Liabilities.

(i) Each of eBay and PayPal, at the request obther, shall use its commercially reasonable effttobtain, or to cause to
obtained, as soon as reasonably practicable, arseat, substitution, approval or amendment requoetvate or assign all eBay
Liabilities and obtain in writing the unconditionalease of each member of the PayPal Group tleapisty to or otherwise bound by any
such arrangements, so that, in any such case,ahars of the eBay Group shall be solely respoméilslsuch eBay Liabilities;
provided, that, except as otherwise expressly providedigiAgreement or any of the Ancillary Agreementstimer eBay nor PayPal
shall be obligated to contribute any capital or pay consideration in any form (including providiagy letter of credit, guaranty or other
financial accommodation) to any third Person frohom any such consent, substitution, approval, amendor release is requested.

(i) If eBay or PayPal is unable to obtain, or tmse to be obtained, any such required conserstisuion, approval,
amendment or release and the applicable membkeddyPal Group continues to be bound by such mgrgelease, license or other
obligation or Liability (each, an* Unreleased eBagbility "), eBay shall, to the extent not prohibited by L.as indemnitor, guarantor,
agent or subcontractor for such member of the RayRaup, as the case may be, (A) pay, perform aschdrge fully all the obligations
or other Liabilities of such member of the PayPedp that constitute Unreleased eBay Liabilitiesyfrand after the Effective Time and
(B) use its commercially reasonable efforts to@frich payment, performance or discharge pritinédime any demand for such
payment, performance or discharge is permittecetmbde by the obligee thereunder on any membéedPayPal Group. If and when
any such consent, substitution, approval, amendorartiease shall be obtained or the Unreleasegl eBailities shall otherwise becor
assignable or able to be novated, PayPal shallpigm@ssign, or cause to be assigned, and eBayaplicable eBay Group member
shall assume, such Unreleased eBay Liabilitiesowitlexchange of further consideration.

2.6 Release of Guaranteds furtherance of, and not in limitation of, tbkeligations set forth in Section 2.5

(a) On or prior to the Effective Time or as soompexcticable thereafter, each of eBay and PayRdl, sth the request of the other

Party and with the reasonable cooperation of stivhrd?arty and the applicable member(s) of suctyBaBroup, use commercially reasonable
efforts to (i) have any member(s) of the eBay Grmempoved as guarantor of or obligor for any PayRability to the extent that they relate to
PayPal Liabilities, including the removal of anyc8ety Interest on or in any eBay Asset that mayeas collateral or security for any such
PayPal Liability; and (ii) have any member(s) of ayPal Group removed as guarantor of or obligoafiy eBay Liability to the extent that
they relate to eBay Liabilities, including the rembof any Security Interest on or in any PayPadeighat may serve as collateral or security
for any such eBay Liability.
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(b) To the extent required to obtain a release feoguarantee of:

(i) any member of the eBay Group, PayPal shall eteea guarantee agreement in the form of the agigfuarantee or such
other form as is agreed to by the relevant partiessich guarantee agreement, which agreementistlalile the removal of any Security
Interest on or in any eBay Asset that may servaolateral or security for any such eBay Liabiligxcept to the extent that such existing
guarantee contains representations, covenantfer rms or provisions either (A) with which PalRauld be reasonably unable to
comply or (B) which PayPal would not reasonablyabke to avoid breaching; and

(i) any member of the PayPal Group, eBay shaltaiea guarantee agreement in the form of theiegiguarantee or such
other form as is agreed to by the relevant pattiesich guarantee agreement, which agreementistlaitie the removal of any Security
Interest on or in any PayPal Asset that may ses\eoHateral or security for any such PayPal Lighikexcept to the extent that such
existing guarantee contains representations, coweia other terms or provisions either (A) withigtheBay would be reasonably una
to comply or (B) which eBay would not reasonablyaltie to avoid breaching.

(c) If eBay or PayPal is unable to obtain, or tasmato be obtained, any such required removallease as set forth in clauses
(a) and (b) of this Section 2,&i) the Party or the relevant member of its Grthat has assumed the Liability with respect tchayicarantee
shall indemnify, defend and hold harmless the guaraor obligor against or from any Liability arigj from or relating thereto in accordance
with the provisions of Article I\and shall, as agent or subcontractor for such guarar obligor, pay, perform and discharge fullytiae
obligations or other Liabilities of such guarantorobligor thereunder; and (ii) each of eBay angHeéd, on behalf of itself and the other
members of their respective Group, agree not teweor extend the term of, increase any obligatiorder, or transfer to a Third Party, any
loan, guarantee, lease, contract or other obligdbowhich the other Party or a member of its Gr@ior may be liable unless all obligation:
such other Party and the members of such othey’®&toup with respect thereto are thereupon tesutaith by documentation satisfactory in
form and substance to such other Party.

2.7 Termination of Agreements

(a) Except as set forth in Section 2.7(b) furtherance of the releases and other prowssaf_Section 4.1 PayPal and each member
of the PayPal Group, on the one hand, and eBayacikl member of the eBay Group, on the other hardply terminate any and all
agreements, arrangements, commitments or undeisggnavhether or not in writing, between or amomagfal and/or any member of the
PayPal Group, on the one hand, and eBay and/omanyber of the eBay Group, on the other hand, éffeets of the Effective Time. No such
terminated agreement, arrangement, commitmentagrgtanding (including any provision thereof whmhrports to survive termination) shall
be of any further force or effect after the EffeetiTime. Each Party shall, at the reasonable requdid¢ise other Party, take, or cause to be takel
such other actions as may be necessary to efie¢btbgoing.
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(b) The provisions of Section 2.7(shall not apply to any of the following agreemeatsangements, commitments or
understandings (or to any of the provisions thgrddfthis Agreement, the Ancillary Agreements ahd Commercial Agreements (and each
other agreement or instrument expressly contenplagehis Agreement or any Ancillary Agreement an@nercial Agreement to be entered
into by any of the Parties or any of the membeitheir respective Groups or to be continued fromh after the Effective Time); (ii) any
agreements, arrangements, commitments or undeisggridsted or described on Schedule 2.7(b)(lil) any agreements, arrangements,
commitments or understandings to which any ThindyHa a party; (iv) any intercompany accounts fdgar accounts receivable accrued as
of the Effective Time that are reflected in the k®and records of the Parties or otherwise docusdentwriting in accordance with past
practices, which shall be settled in the manneteroplated by Section 2.7(cjv) any agreements, arrangements, commitments or
understandings to which any non-wholly owned Subsjdof eBay or PayPal, as the case may be, istg filabeing understood that directors’
qualifying shares or similar interests will be digarded for purposes of determining whether a Siargiis wholly owned); and (vi) any Sha
Contracts.

(c) All of the intercompany accounts receivable andounts payable between any member of the eBaypGon the one hand, and
any member of the PayPal Group, on the other hautdtanding as of the Effective Time and arisingaiuhe contracts or agreements
described in Section 2.7(by out of the provision, prior to the Effective Témof the services to be provided following theeEfive Time
pursuant to the Ancillary Agreements or the Comna¢sgreements shall be repaid or settled followihg Effective Time in the ordinary
course of business or, if otherwise mutually agnesal to the Effective Time by duly authorized repentatives of PayPal and eBay, cance
assigned or assumed by PayPal or one or more P&yBsidiaries. All other intercompany accounts inat#e and accounts payable between
any member of the eBay Group, on the one handaapanember of the PayPal Group, on the other hautdfanding as of the Effective Time
shall be repaid or settled as promptly as praciécafter the Effective Time.

2.8 Treatment of Shared Contracts

(a) Subject to applicable Law and without limititige generality of the obligations set forth in $mtR.1, unless the Parties
otherwise agree or the benefits of any contrackegent, arrangement, commitment or understandiagribed in this Section 2e8e
expressly conveyed to the applicable Party purstgathis Agreement or an Ancillary Agreement, anyéntract or agreement, a portion of
which is a PayPal Contract, and the remainder afhvis an eBay Asset or (ii) any contract or agreetrentered into prior to the Effective
Time that relates to the PayPal Business but i€xdusively related to the PayPal Business anld migpect to which the portion that relates t
the PayPal Business cannot be divided (any suctnamror agreement, a “ Shared Contfacshall be assigned in relevant part to the
applicable member(s) of the applicable Group, issignable, or appropriately amended prior togroafter the Effective Time, so that each
Party or applicable member of its Group shall, fabe Effective Time, be entitled to the rights drehefits, and shall assume the related pc
of any Liabilities, inuring to its respective bussses; providedthat (A) in no event shall any member of any Qrbe required to assign (or
amend) any Shared Contract in its entirety or gigasa portion of any Shared Contract which isassignable (or cannot be amended) by its
terms (including any terms imposing consents odi&@ns on an assignment where such
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consents or conditions have not been obtainedlfited) and (B) if any Shared Contract cannot bepsirtially assigned by its terms or
otherwise or cannot be amended, if such assignareamnendment would impair the benefit the partiesdto derive from such Shared Cont
or if such Shared Contract is listed or describe@ohedule 2.8(3)then the Parties shall, and shall cause eadieahembers of their
respective Groups to, take such other reasonabl@emissible actions (including by providing prdmpitten notice to the other Party with
respect to any relevant claim of Liability or othielevant matters arising in connection with a 8daontract so as to allow such other Party
the ability to exercise any applicable rights unslech Shared Contract) to cause a member of theaP&roup or the eBay Group, as the case
may be, to receive the rights and benefits of ploation of each Shared Contract that relates tdPtydPal Business or the eBay Business,
respectively (in each case, to the extent so @lates if such Shared Contract had been assign@d sonended to admit) a member of the
applicable Group pursuant to this Section,2a8d to bear the burden of the corresponding Liigsi (including any Liabilities that may arise
reason of such arrangement), as if such Liabilligd been assumed by a member of the applicablgpGnarsuant to this Section 2.8

(b) Each of eBay and PayPal shall, and shall ctesenembers of its Group to, (i) treat for all Tmxposes the portion of each
Shared Contract inuring to its respective busireaseAssets owned by, and/or Liabilities of, adiagple, such Party, or the members of its
Group, as applicable, not later than the Effecliime, and (ii) neither report nor take any Tax iosi(on a Tax Return or otherwise)
inconsistent with such treatment (unless requinedgplicable Law).

(c) Nothing in this Section 2 ghall require any member of any Group to make amy de minimipayment (except to the extent
advanced, assumed or agreed in advance to be nesieably any member of the other Group), incur amy-de minimisobligation or grant an
non-de minimisconcession for the benefit of any member of theo@roup in order to effect any transaction contiewegd by this Section 2.8

2.9 Bank Accounts; Cash Balances

(a) Each Party agrees to take, or cause the mermbissGroup to take, at the Effective Time (ockwearlier time as the Parties r
agree), all actions necessary to amend all costmcigreements governing each bank and brokecagert owned by PayPal or any other
member of the PayPal Group (collectively, the “PalyAccounts) and all contracts or agreements governing eaatk lor brokerage account
owned by eBay or any other member of the eBay G(oaltectively, the “ eBay Account$ so that each such PayPal Account and eBay
Account, if currently Linked (whether by automati¢hdrawal, automatic deposit or any other authadion to transfer funds from or to,
hereinafter “ Linked) to any eBay Account or PayPal Account, respetyivis de-Linked from such eBay Account or PayRatount,
respectively.

(b) It is intended that, following consummationtioé actions contemplated by Section 2.9there will be in place a cash
management process pursuant to which the PayPalufitz will be managed and funds collected willta@sferred into one (1) or more
accounts maintained by PayPal or a member of the&a&roup.
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(c) It is intended that, following consummationtié actions contemplated by Section 2.9¢aEere will continue to be in place a
cash management process pursuant to which the A&apunts will be managed and funds collected wélittansferred into one (1) or more
accounts maintained by eBay or a member of the €Bayp.

(d) With respect to any outstanding checks issuqmhgments initiated by eBay, PayPal, or any ofrtteenbers of their respective
Groups prior to the Effective Time, such outstagdihecks and payments shall be honored followieggtiective Time by the Person or
Group owning the account on which the check is dramfrom which the payment was initiated, respestyi.

(e) As between eBay and PayPal (and the membdhgiofrespective Groups), all payments made amdlreisements or other
payments received after the Effective Time by eitharty (or member of its Group) that relate taiaibess, Asset or Liability of the other P:
(or member of its Group), shall be held by suchyPiartrust for the use and benefit of the Partiitlerd thereto and, promptly following receipt
by such Party of any such payment or reimbursenset) Party shall pay over, or shall cause theigage member of its Group to pay over,
to the other Party the amount of such paymentiortngrsement without right of set-off.

2.10 Ancillary AgreementsEffective on or prior to the Effective Time, eamheBay and PayPal will, or will cause the apiea
members of their Groups to, execute and deliveAmdiillary Agreements to which it is a party.

2.11 Disclaimer of Representations and Warrantie&CH OF EBAY (ON BEHALF OF ITSELF AND EACH MEMBERF THE
EBAY GROUP) AND PAYPAL (ON BEHALF OF ITSELF AND EAEB MEMBER OF THE PAYPAL GROUP) UNDERSTANDS AND
AGREES THAT, EXCEPT AS EXPRESSLY SET FORTH HEREIR@N ANY ANCILLARY AGREEMENT OR COMMERCIAL
AGREEMENT, NO PARTY TO THIS AGREEMENT, ANY ANCILLAR AGREEMENT OR COMMERCIAL AGREEMENT, ANY
OTHER AGREEMENT OR DOCUMENT CONTEMPLATED BY THIS AREEMENT, ANY ANCILLARY AGREEMENT, ANY
COMMERCIAL AGREEMENT OR OTHERWISE, IS REPRESENTINGR WARRANTING IN ANY WAY AS TO THE ASSETS,
BUSINESSES OR LIABILITIES TRANSFERRED OR ASSUMED ASONTEMPLATED HEREBY OR THEREBY, AS TO ANY
CONSENTS OR APPROVALS REQUIRED IN CONNECTION THEREW, AS TO THE VALUE OR FREEDOM FROM ANY
SECURITY INTERESTS OF, OR ANY OTHER MATTER CONCERWNG, ANY ASSETS OF SUCH PARTY, OR AS TO THE ABSENCE
OF ANY DEFENSES OR RIGHT OF SETOFF OR FREEDOM FRCGRUNTERCLAIM WITH RESPECT TO ANY CLAIM OR OTHER
ASSET, INCLUDING ANY ACCOUNTS RECEIVABLE, OF ANY PRTY, OR AS TO THE LEGAL SUFFICIENCY OF ANY
ASSIGNMENT, DOCUMENT OR INSTRUMENT DELIVERED HEREUBER TO CONVEY TITLE TO ANY ASSET OR THING OF
VALUE UPON THE EXECUTION, DELIVERY AND FILING HERE® OR THEREOF. EXCEPT AS MAY EXPRESSLY BE SET FORTH
HEREIN OR IN ANY ANCILLARY AGREEMENT OR ANY COMMERGQAL AGREEMENT, ALL SUCH ASSETS ARE BEING
TRANSFERRED ON AN “AS IS,” “WHERE IS” BASIS (AND,N THE CASE OF ANY REAL PROPERTY, BY MEANS OF A
QUITCLAIM OR SIMILAR FORM OF DEED OR CONVEYANCE) AD
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THE RESPECTIVE TRANSFEREES SHALL BEAR THE ECONOMAND LEGAL RISKS THAT (1) ANY CONVEYANCE WILL
PROVE TO BE INSUFFICIENT TO VEST IN THE TRANSFEREEOOD AND MARKETABLE TITLE, FREE AND CLEAR OF ANY
SECURITY INTEREST, AND (II) ANY NECESSARY APPROVALSR NOTIFICATIONS ARE NOT OBTAINED OR MADE OR THAT
ANY REQUIREMENTS OF LAWS OR JUDGMENTS ARE NOT COMHD WITH.

2.12 Cash TransferPrior to the Effective Time and pursuant to themPRf Reorganization, eBay shall transfer, or edts
Subsidiaries to transfer (including by one (1) mrentransfers or capital contributions), to Payd®al/or the applicable PayPal Designees an
aggregate amount of cash and cash equivalentssft 8mounts’) equal to $3,800,000,000 (such Cash Amounts; firansferred Cash
Amount”). All Cash Amounts held by PayPal or any member efRayPal Group as of the Effective Time shall BagPal Asset, and all Ce
Amounts held by eBay or any member of the eBay @miof the Effective Time shall be an eBay Asset.

2.13 Financial Information Certification®Bay’s disclosure controls and procedures aratnat control over financial reporting (as
each is contemplated by the Exchange Act) are tlyrapplicable to PayPal as its Subsidiary. Ineottd enable the principal executive officer
and principal financial officer of PayPal to make tertifications required of them under Sectios 8Dthe Sarbanes-Oxley Act of 2002, eBay
within thirty-five (35) days of the end of any falauarter during which PayPal remains eBay’s Sliési, shall provide PayPal with one (1) or
more certifications (in a format to be agreed byyBnd PayPal in good faith) with respect to susbldsure controls and procedures, its
internal control over financial reporting and ttigeetiveness thereof. Such certification(s) shallgoovided by eBay (and not by any officer or
employee in their individual capacity).

2.14 Transition CommitteePrior to the Effective Time, the Parties shatab8ish a transition committee (the * Transition
Committee”) that shall consist of an equal number of memlien® eBay and PayPal. The Transition Committed! Sigaresponsible for
monitoring and managing all matters related to @fipe transactions contemplated by this Agreeroeany Ancillary Agreements. The
Transition Committee shall have the authority toggtablish one (1) or more subcommittees from tortéme as it deems appropriate or as
may be described in any Ancillary Agreements, witich such subcommittee comprised of one (1) or merabers of the Transition
Committee or one (1) or more employees of eithetyRa any member of its respective Group, and each subcommittee having such scope
of responsibility as may be determined by the TiteomsCommittee from time to time; (b) delegateatny such committee any of the powers of
the Transition Committee; (c) combine, modify titeyge of responsibility of, and disband any suctceoimittees; and (d) modify or reverse
any such delegations. The Transition Committed sis#éblish general procedures for managing thgoresbilities delegated to it under this
Section 2.14 and may modify such procedures from time to tikledecisions by the Transition Committee or anpsommittee thereof shall
be effective only if mutually agreed by both Pati€he Parties shall utilize the procedures s¢h fiorArticle VIl to resolve any matters as to
which the Transition Committee is not able to reaatecision.
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ARTICLE Il
THE DISTRIBUTION

3.1 Sole and Absolute Discretion; Cooperation

(a) eBay shall, in its sole and absolute discretitatermine the terms of the Distribution, incluglthe form, structure and terms of
any transaction(s) and/or offering(s) to effectEhstribution and the timing and conditions to temsummation of the Distribution. In additi
eBay may, at any time and from time to time uiit# tonsummation of the Distribution, modify or charthe terms of the Distribution,
including by accelerating or delaying the timingtloé consummation of all or part of the DistribatitéNothing shall in any way limit eBay’s
right to terminate this Agreement or the Distributias set forth in Article IXr alter the consequences of any such terminatan those
specified in Article 1X.

(b) PayPal shall cooperate with eBay to accomplhistDistribution and shall, at eBay’s directionpmptly take any and all actions
necessary or desirable to effect the Distributioaluding in respect of the registration under Exehange Act of PayPal Shares on the Form
10. eBay shall select any investment bank or mariagmnnection with the Distribution, as well as/dinancial printer, solicitation and/or
exchange agent and financial, legal, accountingodiner advisors for eBay. PayPal and eBay will fevo the Agent any information requil
in order to complete the Distribution.

3.2 Actions Prior to the DistributionPrior to the Effective Time and subject to thens and conditions set forth herein, the Parties
shall take, or cause to be taken, the followingoastin connection with the Distribution:

(a) Notice to eBay Stock ExchangeBay shall, to the extent possible, give the eBimgk Exchange not less than ten (10) days’
advance notice of the Record Date in complianck Riile 10b-17 under the Exchange Act.

(b) PayPal Certificate of Incorporation and PayPal Byia. On or prior to the Distribution Date, eBay ang/Pal shall take all
necessary actions so that, as of the Effective TihePayPal Certificate of Incorporation and thgfal Bylaws shall become the certificate of
incorporation and bylaws of PayPal, respectively.

(c) PayPal Directors and OfficersOn or prior to the Distribution Date, eBay ang/Pal shall take all necessary actions so that
the Effective Time: (i) the directors and executdfficers of PayPal shall be those set forth inltifermation Statement made available to the
Record Holders prior to the Distribution Date, wsl®therwise agreed by the Parties; and (ii) Pastidl have such other officers as the board
of directors of PayPal shall appoint.

(d) PayPal Stock Exchange ListingayPal shall prepare and file, and shall usee@sonable best efforts to have approved, an
application for the listing of the PayPal Sharebeadistributed in the Distribution on the PayP@lcR Exchange, subject to official notice of
distribution.
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(e) Securities Law MattersPayPal shall file any amendments or supplemerttset Form 10 as may be necessary or advisable in
order to cause the Form 10 to become and remadotafé as required by the SEC or federal, statethmr applicable securities Laws. eBay
PayPal shall cooperate in preparing, filing wite ®EC and causing to become effective registratiatements or amendments thereof that are
required to reflect the establishment of, or amesnbto, any employee benefit and other plans sacgsr advisable in connection with the
transactions contemplated by this Agreement and\ttodlary Agreements. eBay and PayPal will prepared PayPal will, to the extent
required under applicable Law, file with the SE§ aoch documentation and any requisite no-actitterlethat eBay determines are necessar
or desirable to effectuate the Distribution, anéhwgBnd PayPal shall each use its reasonable liesseb obtain all necessary approvals from
the SEC with respect thereto as soon as practicaBky and PayPal shall take all such action asbmayecessary or appropriate under the
securities or blue sky Laws of the United Statesl @y comparable Laws under any foreign jurisdigtin connection with the Distribution.

(fH Availability of Information StatemeneBay shall, as soon as is reasonably practiedtdethe Form 10 is declared effective
under the Exchange Act and the eBay Board has apgribe Distribution, cause the Information Statente be mailed to the Record Holders
or, in connection with the delivery of a noticelofernet availability of the Information Stateméatsuch holders, posted on the Internet.

(g) The Distribution AgenteBay shall enter into a distribution agent agrestmvith the Agent or otherwise provide instructida
the Agent regarding the Distribution.

(h) Stock-Based Employee Benefit Plar8ay and PayPal shall take all actions as mayebessary to approve the grants of
adjusted equity awards by eBay (in respect of eBmyes) and PayPal (in respect of PayPal shareshimection with the Distribution in order
to satisfy the requirements of Rule 16b-3 undeigkehange Act.

3.3 Conditions to the Distribution

(a) The consummation of the Distribution will béogct to the satisfaction, or waiver by eBay insitde and absolute discretion, of
the following conditions:

(i) The SEC shall have declared effective the Fb@nno order suspending the effectiveness of tiHE® shall be in effect;
and no proceedings for such purposes shall haveibsttuted or threatened by the SEC.

(ii) The Information Statement shall have been ethtb the Record Holders or, in connection withdbvery of a notice of
Internet availability of the Information Statemémtsuch holders, posted on the Internet.

(iii) eBay shall have received the Tax Opinion melijag the qualification of the Contribution and théstribution, taken
together, as a transaction that is generally tee for U.S. federal income tax purposes under @e855 and 368(a)(1)(D) of the Code.
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(iv) The transfer of the PayPal Assets (other thiay Delayed PayPal Asset) and PayPal Liabiliti¢isgiothan any Delayed
PayPal Liability) contemplated to be transferraahfreBay to PayPal on or prior to the Distributitwals have occurred as contemplated
by Section 2.1 and the transfer of the eBay Assets (other tingrDelayed eBay Asset) and eBay Liabilities (otivan any Delayed
eBay Liability) contemplated to be transferred frBiayPal to eBay on or prior to the Distribution ®ahall have occurred as
contemplated by Section 2,in each case pursuant to the Plan of Reorgaoizati

(v) The actions and filings necessary or appropriatder applicable U.S. federal, U.S. state orratheurities Laws or blue
sky Laws and the rules and regulations thereuritl save been taken or made, and, where applichalee become effective or been
accepted.

(vi) Any Approvals or Notifications of any Governmtal Authorities required for the consummationted Separation and
Distribution, including any required Approvals oofifications of the Commission de Surveillance d@ect8ur Financier, the Bank
Centrale du Luxembourg or the European Central Baake been obtained.

(vii) Each of the Ancillary Agreements shall haweeh duly executed and delivered by the applicahitgs thereto.

(viii) No order, injunction or decree issued by d@gvernmental Authority of competent jurisdictionather legal restraint or
prohibition preventing the consummation of the $afian, the Distribution or any of the transactioekted thereto shall be in effect.

(ix) The PayPal Shares to be distributed to theyedackholders in the Distribution shall have baenepted for listing on the
PayPal Stock Exchange, subject to official notitdistribution.

(x) PayPal and/or the applicable PayPal Designleglt Isave received the Transferred Cash Amount.

(xi) No other events or developments shall existhall have occurred that, in the judgment of tBayeBoard, in its sole and
absolute discretion, make it inadvisable to effaetSeparation, the Distribution or the transacticontemplated by this Agreement or
Ancillary Agreement.

(b) The foregoing conditions are for the sole biérdfeBay and shall not give rise to or create daty on the part of eBay or the

eBay Board to waive or not waive any such conditioin any way limit eBay’s right to terminate ttAgreement as set forth in Article It
alter the consequences of any such termination fharse specified in Article IXAny determination made by the eBay Board pricth®
Distribution concerning the satisfaction or waieérany or all of the conditions set forth_in Seati® 3(a)shall be conclusive and binding on-
Parties. If eBay waives any material conditiorshiall promptly issue a press release disclosing faat and file a Current Report on Form 8-K
with the SEC describing such waiver.
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3.4 The Distribution

(a) Subject to Section 3,3n or prior to the Effective Time, PayPal willlider to the Agent, for the benefit of the Recordléters,
book-entry transfer authorizations for such number efdhtstanding PayPal Shares as is necessary tb #féeDistribution, and shall cause
transfer agent for the eBay Shares to instrucAtnnt to distribute at the Effective Time the apprate number of PayPal Shares to each suc
holder or designated transferee or transfereesalf kolder by way of direct registration in bookrgrform. PayPal will not issue paper stock
certificates in respect of the PayPal Shares. TikiBution shall be effective at the Effective Bm

(b) Subject to Sections 3ahd_3.4(c) each Record Holder will be entitled to receivéhia Distribution a number of whole PayPal
Shares equal to the number of eBay Shares helddiyRecord Holder on the Record Date multipliedHgyDistribution Ratio, rounded down
to the nearest whole number.

(c) No fractional shares will be distributed ordited to book-entry accounts in connection with Eiigtribution, and any such
fractional shares interests to which a Record Haldmuld otherwise be entitled shall not entitletsiecord Holder to vote or to any other
rights as a stockholder of PayPal. In lieu of amghsfractional shares, each Record Holder whofdsuhe provisions of this Section 3.4(c)
would be entitled to receive a fractional sharerniest of a PayPal Share pursuant to the Distribugball be paid cash, without any interest
thereon, as hereinafter provided. As soon as ped# after the Effective Time, eBay shall dirdxet Agent to determine the number of whole
and fractional PayPal Shares allocable to eachri@édolder, to aggregate all such fractional shareswhole shares, and to sell the whole
shares obtained thereby in the open market ahdreprevailing prices on behalf of each Record Eiolgho otherwise would be entitled to
receive fractional share interests (with the Agenits sole and absolute discretion, determinitngm how and through which broker-dealer
and at what price to make such sales), and to dausedistributed to each such Record Holdeiign of any fractional share, such Record
Holder’s or owner’s ratable share of the total pexts of such sale, after deducting any Taxes idjtirbe withheld and applicable transfer
Taxes, and after deducting the costs and expefsesio sale and distribution, including brokerssfaad commissions. None of eBay, PayPal
or the Agent will be required to guarantee any munin sale price for the fractional PayPal Shared isohccordance with this Section 3.4(c)
Neither eBay nor PayPal will be required to pay emgrest on the proceeds from the sale of fraetishares. Neither the Agent nor the br+
dealers through which the aggregated fractionaleshare sold shall be Affiliates of eBay or PayBalely for purposes of computing fractio
share interests pursuant to this Section 3difd)Section 3.4(e)the beneficial owner of eBay Shares held of @@othe name of a nominee
any nominee account shall be treated as the Rétadkr with respect to such shares.

(d) Notwithstanding anything herein to the contrafyhe distribution of PayPal Shares pursuarthtDistribution is not permitted
under the applicable Law of any jurisdiction (eaclkeh jurisdiction, a “ Prohibited Jurisdictity each Record Holder in such Prohibited
Jurisdiction who, but for such applicable Law, wbblve received a PayPal Share pursuant to thelbisbn, shall receive a distribution of
cash, without any interest thereon, in lieu of sBelyPal Share to the extent permitted by the agigkcLaw of such Prohibited
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Jurisdiction. The procedures set forth in Sectigif@ with respect to fractional shares shall apply ®drstribution of PayPal Shares to Recort
Holders in Prohibited Jurisdictionsutatis mutandis with each reference to a “fractional share” intsgentences being deemed a reference t
a PayPal Share that, but for this Section 3.4(u) for applicable Law, would have been distribytatsuant to the Distribution to a Record
Holder in a Prohibited Jurisdiction.

(e) Any PayPal Shares or cash in lieu of PayPateSh@r fractions thereof) that remain unclaimedby Record Holder one
hundred and eighty (180) days after the Distribufiate shall be delivered to PayPal, and PayPd#lilsbld such PayPal Shares for the accoun
of such Record Holder, and the Parties agree thabliggations to provide such PayPal Shares arsth,cghany, in lieu of PayPal Shares (or
fractions thereof) shall be obligations of PayBabject in each case to applicable escheat or atierdoned property Laws, and eBay shall
have no Liability with respect thereto.

(f) Until the PayPal Shares are duly transferreddoordance with this Section 3Ad applicable Law and subject to Section 3.4(d)
from and after the Effective Time, PayPal will redjthe Persons entitled to receive such PayPakSts record holders of PayPal Shares in
accordance with the terms of the Distribution withcequiring any action on the part of such PersBagPal agrees that, subject to any
transfers of such shares, from and after the E¥fedtime (i) each such holder will be entitled &xeive all dividends payable on, and exercise
voting rights and all other rights and privilegeishwespect to, the PayPal Shares then held by Isoicker, and (ii) each such holder will be
entitled, without any action on the part of sucldko, to receive evidence of ownership of the Pagghares then held by such holder.

ARTICLE IV
MUTUAL RELEASES; INDEMNIFICATION

4.1 Release of PiBistribution Claims

(a) PayPal Release of eBayxcept as provided in Sections 4.14cd 4.3, effective as of the Effective Time, PayPal doesehy,
for itself and each other member of the PayPal @rand their respective successors and assignstaatie: extent permitted by Law, all
Persons who at any time prior to the Effective Timage been stockholders, directors, officers, agenemployees of any member of the
PayPal Group (in each case, in their respectivaaiigs as such), surrender, relinquish, releadda@ever discharge (i) eBay and the member
of the eBay Group, and their respective successatsassigns, and (ii) all Persons who at any tirier o the Effective Time have been
stockholders, directors, officers, agents or emgdsyof any member of the eBay Group (in each caslegir respective capacities as such),
their respective heirs, executors, administraguscessors and assigns, and (iii) all Persons waoyatime prior to the Effective Time are or
have been stockholders, directors, officers, agenésnployees of a Transferred Entity and who ateas of immediately following the
Effective Time, directors, officers or employeesPafyPal or a member of the PayPal Group, in eagd ftam: (A) all PayPal Liabilities, (B)
Liabilities arising from or in connection with theansactions and all other activities to implemtbetSeparation and the Distribution and (C) al
Liabilities arising from or in connection with agtis, inactions, events, omissions, conditionssfacicircumstances occurring or existing prior
to the Effective Time (whether or not such Lialgl cease being contingent, mature, become knawrgsserted or foreseen, or accrue, in
case before, at or after the Effective Time), ioheease to the extent relating to, arising outraksulting from the PayPal Business, the PayPs
Assets or the PayPal Liabilities.
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(b) eBay Release of PayP&xcept as provided in Sections 4.1#c)d 4.2, effective as of the Effective Time, eBay doeshgr for
itself and each other member of the eBay Grouptlagid respective successors and assigns, andg Extbnt permitted by Law, all Persons
who at any time prior to the Effective Time havemhatockholders, directors, officers, agents orleypges of any member of the eBay Group
(in each case, in their respective capacities @s)saurrender, relinquish, release and forevarhdige (i) PayPal and the members of the
PayPal Group and their respective successors aighasand (ii) all Persons who at any time priothe Effective Time have been
stockholders, directors, officers, agents or emgdsyof any member of the PayPal Group (in each ta#eeir respective capacities as such),
and their respective heirs, executors, adminigsaguccessors and assigns, from (A) all eBay liiigsi, (B) all Liabilities arising from or in
connection with the transactions and all othewéets to implement the Separation and the Distidyuand (C) all Liabilities arising from or in
connection with actions, inactions, events, omissi@onditions, facts or circumstances occurringxasting prior to the Effective Time
(whether or not such Liabilities cease being cayirt, mature, become known, are asserted or fareseaccrue, in each case before, at or
after the Effective Time), in each case to the mixtelating to, arising out of or resulting froneteBay Business, the eBay Assets or the eBay
Liabilities.

(c) Obligations Not AffectedNothing contained in Sections 4.1¢)4.1(b)shall impair any right of any Person to enforcs thi
Agreement, any Ancillary Agreement or any agreementrangements, commitments or understandingsitbapecified in Section 2.7(b)
the applicable Schedules thereto as not to termissbf the Effective Time, in each case in acourdavith its terms. Nothing contained in
Sections 4.1(adr 4.1(b)shall release any Person from:

(i) any Liability provided in or resulting from arggreement among any members of the eBay GroupedrayPal Group that
is specified in Section 2.7(loy the applicable Schedules thereto as not to textmias of the Effective Time, or any other Lidpili
specified in_Section 2.7(l&s not to terminate as of the Effective Time;

(ii) any Liability, contingent or otherwise, assutnéransferred, assigned or allocated to the Godwghich such Person is a
member in accordance with, or any other Liabilityapy member of any Group under, this Agreemeranyr Ancillary Agreement;

(iii) any Liability for the sale, lease, construariior receipt of goods, property or services pusedaobtained or used in the
ordinary course of business by a member of one GSfimum a member of the other Group prior to theeEffre Time;

(iv) any Liability for unpaid amounts for produais services or refunds owing on products or sesviiee on a value-received
basis for work done by a member of one Group atéhaest or on behalf of a member of the other @rou
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(v) any Liability provided in or resulting from ar§ontract or understanding that is entered interafte Effective Time
between any Party (and/or a member of such Paagdsip), on the one hand, and any other Party (adieember of the other Party’s
Group), on the other hand;

(vi) any Liability that the Parties may have wittspect to indemnification or contribution pursutanthis Agreement, any
Ancillary Agreement or otherwise for claims brouglgiainst the Parties by third Persons, which Ligtshall be governed by the
provisions of this Article IVand_Article Vand, if applicable, the appropriate provisionshaf Ancillary Agreements; or

(vii) any Liability the release of which would rdsin the release of any Person other than a Perdeased pursuant to this
Section 4.1

In addition, nothing contained in Section 4.1¢hall release any member of the eBay Group fronofiog its existing obligations to indemnify
any director, officer or employee of PayPal who w&akrector, officer or employee of any memberhaf €Bay Group on or prior to the
Effective Time, to the extent such director, offioe employee becomes a named defendant in angri\atith respect to which such director,
officer or employee was entitled to such indematficn pursuant to such existing obligations, inigeinderstood that, if the underlying
obligation giving rise to such Action is a PayPalhility, PayPal shall indemnify eBay for such Liié (including eBay’s costs to indemnify
the director, officer or employee) in accordancthwiie provisions set forth in this Article IV

(d) No Claims.PayPal shall not make, and shall not permit any begrof the PayPal Group to make, any claim or deinan
commence any Action asserting any claim or demiuetlyding any claim of contribution or any indemaétion, against eBay or any other
member of the eBay Group, or any other Personsetepursuant to Section 4.1(ayith respect to any Liabilities released pursuant
Section 4.1(a) eBay shall not make, and shall not permit angiothember of the eBay Group to make, any claimeonahd, or commence &
Action asserting any claim or demand, including al@ym of contribution or any indemnification agstifPayPal or any other member of the
PayPal Group, or any other Person released pursu&uaction 4.1(b) with respect to any Liabilities released pursuarection 4.1(b)

(e) Execution of Further Releasest any time at or after the Effective Time, at tieguest of either Party, the other Party shalle
each member of its respective Group to executedalider releases reflecting the provisions of ®éstion 4.1

4.2 Indemnification by PayPaExcept as otherwise specifically set forth irstAgreement or in any Ancillary Agreement, to the
fullest extent permitted by Law, PayPal shall, ahdll cause the other members of the PayPal Gmupdemnify, defend and hold harmless
eBay, each member of the eBay Group and each infréspective past, present and future directdfiens, employees and agents, in each
case in their respective capacities as such, atfdafahe heirs, executors, successors and assigag/ of the foregoing (collectively, the “
eBay Indemnified Parti€9, from and against any and all Liabilities of taBay Indemnified Parties relating to, arising olior resulting from,
directly or indirectly, any of the following iterm&ithout duplication):
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(a) any PayPal Liability;

(b) any failure of PayPal, any other member ofRagPal Group or any other Person to pay, perforott@mrwise promptly
discharge any PayPal Liabilities in accordance widir terms, whether prior to, on or after theeefive Time;

(c) the PayPal Specified Actions and fifty perc@tt%) of the Shared Contingent Liabilities;

(d) any breach by PayPal or any other member oPthdal Group of this Agreement or any of the Aagil Agreements (other
than the Ancillary Agreements set forth on Schedu®d), which shall be subject to the indemnificationypstns contained therein);

(e) except to the extent it relates to an eBayilitgbany guarantee, indemnification or contrilmrtiobligation, surety bond or other
credit support agreement, arrangement, commitmemaerstanding for the benefit of any member efflayPal Group by any member of the
eBay Group that survives following the Distributi@nd

(fH any untrue statement or alleged untrue stat¢wfem material fact or omission or alleged omiedio state a material fact requil
to be stated therein or necessary to make thersats therein not misleading, with respect tordthimation contained in the Form 10, the
Information Statement (as amended or supplemehtalyPal shall have furnished any amendments glsments thereto) or any other
Disclosure Document, other than the matters desdriib clause (f)of Section 4.3

4.3 Indemnification by eBayExcept as otherwise specifically set forth irstAgreement or in any Ancillary Agreement, to the
fullest extent permitted by Law, eBay shall, andlsbause the other members of the eBay Groumtemnify, defend and hold harmless
PayPal, each member of the PayPal Group and edbkipfespective past, present and future directufficers, employees or agents, in each
case in their respective capacities as such, attfdafahe heirs, executors, successors and assigng/ of the foregoing (collectively, the “
PayPal Indemnified Parti€s from and against any and all Liabilities of tRayPal Indemnified Parties relating to, arisingaflor resulting
from, directly or indirectly, any of the followinigems (without duplication):

(a) any eBay Liability;

(b) any failure of eBay, any other member of theBroup or any other Person to pay, perform oemtlse promptly discharge
any eBay Liabilities in accordance with their teymbiether prior to, on or after the Effective Time;

(c) the eBay Specified Actions and fifty percer@¥® of the Shared Contingent Liabilities;

(d) any breach by eBay or any other member of Baye&sroup of this Agreement or any of the Ancill&greements (other than
the Ancillary Agreements set forth on Scheduled).2(vhich shall be subject to the indemnificationypstons contained therein);
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(e) except to the extent it relates to a PayPalilifipbany guarantee, indemnification or contritmrtiobligation, surety bond or otf
credit support agreement, arrangement, commitmemaerstanding for the benefit of any member efédBay Group by any member of the
PayPal Group that survives following the Distrilouti and

() any untrue statement or alleged untrue stat¢wfem material fact or omission or alleged omiedio state a material fact requil
to be stated therein or necessary to make thersats therein not misleading, with respect to statgs made explicitly in eBay’s name in the
Form 10, the Information Statement (as amendedmplemented if PayPal shall have furnished any amemts or supplements thereto) or
any other Disclosure Document; it being agreedtthastatements set forth on Schedule 43(8l be the only statements made explicitly in
eBay’s name in the Form 10, the Information Statgnoe any other Disclosure Document, and all othfarmation contained in the Form 10,
the Information Statement or any other Disclosuoeinent shall be deemed to be information supjieBayPal.

4.4 Indemnification Obligations Net of Insurance&eds and Other Amounts

(a) The Parties intend that any Liability subjextrtdemnification, contribution or reimbursementsuant to this Article I\or
Article V will be net of Insurance Proceeds or other amoaciisally recovered (net of any out-of-pocket castexpenses incurred in the
collection thereof) from any Person by or on bebéathe Indemnified Party in respect of such ind#iable Liability. Accordingly, the amount
that either Party (an_* Indemnifying Paffyis required to pay to any Person entitled toeimehification or contribution hereunder (an “
Indemnified Party) will be reduced by any Insurance Proceeds oeiodmounts actually recovered (net of any out-afkpb costs or expenses
incurred in the collection thereof) from any Persgror on behalf of the Indemnified Party in redpefche related Liability. If an Indemnified
Party receives a payment (an “ Indemnity Payrieander this Agreement from an Indemnifying Pdrtyespect of any Liability and
subsequently receives Insurance Proceeds or aay attounts in respect of the same Liability, thenlhdemnified Party will pay to the
Indemnifying Party an amount equal to the excesh®fndemnity Payment received over the amouthi@indemnity Payment that would
have been due if the Insurance Proceeds or sueh atmounts (net of any out-pBcket costs or expenses incurred in the colledhiereof) ha
been received, realized or recovered before thenmity Payment was made.

(b) The Parties agree that an insurer that wouldretise be obligated to pay any claim shall notdlieved of the responsibility
with respect thereto or, solely by virtue of angyision contained in this Agreement or any Ancill&greement, have any subrogation rights
with respect thereto, it being understood thatrrsoiier or any other Third Party shall be entitted twindfall” (i.e., a benefit they would not
entitled to receive in the absence of the inderoaifbon provisions) by virtue of the liability allation, indemnification and contribution
provisions hereof. Accordingly, any provision herthat could have the result of giving any insumeother Third Party such a “windfall” shall
be suspended or amended to the extent necessauy poovide such “windfall.” Each Party shall, astthll cause the members of its Group to,
use commercially reasonable efforts (taking intcoant the probability of success on the meritsthrdcost of expending such efforts,
including attorneys’ fees and expenses) to
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collect or recover any Insurance Proceeds thatlmagollectible or recoverable respecting the Liaed for which indemnification or
contribution may be available under this Article.IMotwithstanding the foregoing, an Indemnifyingtiyanay not delay making any
indemnification payment required under the termthisf Agreement, or otherwise satisfying any indéietion obligation, pending the
outcome of any Action to collect or recover InswiProceeds, and an Indemnified Party need nahptt® collect any Insurance Proceeds
prior to making a claim for indemnification or cabution or receiving any Indemnity Payment othessvowed to it under this Agreement or
any Ancillary Agreement.

4.5 Procedures for Indemnification of ThiRé&rty Claims

(a) Notice of Claimslf, at or following the date of this Agreement, lademnified Party shall receive notice or otherwessn of th
assertion by a Person (including any Government#hdxrity) who is not a member of the eBay Groupher PayPal Group of any claim or of
the commencement by any such Person of any Actigiiettively, a “ ThirdParty Claim”) with respect to which an Indemnifying Party may
be obligated to provide indemnification to suchdmmhified Party pursuant to Sections dr24.3, or any other Section of this Agreement or
Ancillary Agreement, such Indemnified Party shallegsuch Indemnifying Party written notice withhirty (30) days of becoming aware of
such Third-Party Claim (or sooner if the naturehaf Third-Party Claim so requires). Any such noshball describe the Third-Party Claim in
reasonable detail, including, to the extent sehfor or readily apparent from the notices and doents received by the Indemnified Party, the
facts and circumstances giving rise to such clanirffdemnification, and include copies of all nescand documents (including court papers)
received by the Indemnified Party relating to thrd-Party Claim. Notwithstanding the foregoinge flailure of an Indemnified Party to
provide notice in accordance with this Section@).5kall not relieve an Indemnifying Party of its ing@fication obligations under this
Agreement, except to the extent to which the Indgrmy Party is prejudiced by the Indemnified Pastjailure to provide notice in accordar

with this Section 4.5(a)

(b) Control of DefenseAn Indemnifying Party may elect to control the defe of (and unless the Indemnifying Party has §ipdci
any reservations or exceptions, seek to settl®mpcomise), at its own expense and with its owmsel any Third-Party Claim; provided
that, prior to the Indemnifying Party assuming andtrolling defense of such Third-Party Claim g} first confirm to the Indemnitee in
writing that, assuming the facts presented to tidemnifying Party by the Indemnitee being true,Itfttemnifying Party shall indemnify the
Indemnitee for any such Damages to the extenttiegutom, or arising out of, such Third-Party-QhaiNotwithstanding the foregoing, if the
Indemnifying Party assumes such defense and, indhese of defending such Third-Party Claim, (§ thdemnifying Party discovers that the
facts presented at the time the Indemnifying Pactynowledged its indemnification obligation in respof such Third-Party Claim were not
true in all material respects or that such factsjesrue in all material respects, do not form fasis upon which such Third-Party Claim is
predicated €.g., as a result of the allegations made in such TRacdy Claim changing over time) and (ii) such utttror change provides a
reasonable basis for asserting that the Indemumgjfiziarty does not have an indemnification obligatiorespect of such ThirBarty Claim, thel
(A) the Indemnifying Party shall not be bound bgtsacknowledgment, (B) the Indemnifying Party spatimptly thereafter provide the
Indemnitee written notice of its
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assertion that it does not have an indemnificatioligation in respect of such Third-Party Claimv{gg the reasons therefor) and (C) the
Indemnitee shall have the right to assume the defefsuch Third-Party Claim. Within thirty (30)ydaafter the receipt of a notice from an
Indemnified Party in accordance with Section 4.%¢a)sooner, if the nature of the Third-Party Clamrequires), the Indemnifying Party shall
provide written notice to the Indemnified Partyizating whether the Indemnifying Party shall assuesponsibility for defending the Third-
Party Claim, which written notice shall specify amgervations or exceptions by the IndemnifyingyRdf an Indemnifying Party elects not to
assume responsibility for defending any Third-P&tgim or fails to notify an Indemnified Party ¢§ ielection within thirty (30) days after
receipt of the notice from an Indemnified Partypesvided in_Section 4.5(axhen the Indemnified Party that is the subjectuath Third-Party
Claim shall be entitled to continue to conduct aadtrol the defense of such Third-Party Claim. Ntitatanding an election by an
Indemnifying Party to defend a Third-Party Clainrguant to this Section 4.5(b)he Indemnified Party may, upon written noticette
Indemnifying Party, elect to take over the defemisguch Third-Party Claim (although the IndemnifyiRarty may continue to participate but
not control such defense) if (1) in its exercisgedisonable business judgment, the Indemnified Batermines that the Indemnifying Party is
not defending such Third-Party Claim competentlynogood faith, (I1) the Indemnified Party determin good faith that such Indemnified
Party and the Indemnifying Party have actual oeptial differing defenses or conflicts of interbstween them that make joint representation
inappropriate, (Il) the Indemnifying Party makegeneral assignment for the benefit of creditoas, filed against it or files a petition in
bankruptcy or insolvency or is declared bankrugheolvent or declares that it is bankrupt or insalk, or (IV) there occurs a change of contro
of the Indemnifying Party.

(c) Allocation of Defense Costdf an Indemnifying Party has elected to assumsedisfense of a Third-Party Claim, then such
Indemnifying Party shall be solely liable for atlels and expenses incurred by it in connection tivdétdefense of such Third-Party Claim and
shall not be entitled to seek any indemnificatiomedmbursement from the Indemnified Party for aogh fees or expenses incurred by the
Indemnifying Party during the course of the defemfssuch Third-Party Claim by such Indemnifying fyaregardless of any subsequent
decision by the Indemnifying Party to reject orasthise abandon its assumption of such defense. lidemnifying Party elects not to assume
responsibility for defending any Third-Party Claémfails to notify an Indemnified Party of its etim within thirty (30) days after receipt of a
notice from an Indemnified Party as provided intiec4.5(a)or the Indemnified Party takes over the defensengfThird Party-Claim
pursuant to Section 4.5(bjand the Indemnified Party conducts and contlasdefense of such Third-Party Claim and the IndBsing Party
has an indemnification obligation with respectuels Third-Party Claim, then the Indemnifying Pashall be liable for all reasonable fees and
expenses incurred by the Indemnified Party in cotioe with the defense of such Third-Party Claim.

(d) Right to Monitor and ParticipatéAn Indemnified Party that does not conduct and mbihe defense of any Third-Party Claim,
or an Indemnifying Party that has failed to electiéfend any Third-Party Claim as contemplatedtheog from whom the Indemnified Party
has taken over control of defense of the claimymmsto Section 4.5(h)nevertheless shall have the right to employ sgpaounsel (includin
local counsel as necessary) of its own choosimgdnbitor and participate in (but not control) thdasesse of any Third-Party Claim for which it
is a potential Indemnified Party or Indemnifying®abut the
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fees and expenses of such counsel shall be borsedhylindemnified Party or non-controlling Indergnify Party, as the case may be, and the
provisions of Section 4.5(shall not apply to such fees and expenses; provittet if the Indemnifying Party has elected toethef the Third-
Party Claim but has specified, and continues terasany reservations or exceptions, then the Imifiging Party shall reimburse the reasoni
fees and expenses of such counsel for the potémdiamnified Party. Notwithstanding the foregoibgt subject to Sections 6and 6.8, and
whether or not participating in the defense ofaang| such Party shall use commercially reasondfidet® to cooperate with the Party entitlec
conduct and control the defense of such TRadty Claim in such defense and make availablea@aontrolling Party, all withesses, informa
and materials in such Party’s possession or unddr Barty's control relating thereto as are reaslynmaquired by the controlling Party (with
the reasonable out-of-pocket costs associatedsnith cooperation being at the expense of the Intdgimy Party). In addition to the
foregoing, if any Indemnified Party shall in goaith determine that such Indemnified Party andidemnifying Party have actual or poten
differing defenses or conflicts of interest betwd#ieem that make joint representation inappropridten the Indemnified Party shall have the
right to employ separate counsel (including localrtsel as necessary) and to participate in (butortrol) the defense, compromise, or
settlement thereof, and the Indemnifying Party Idbedr the reasonable fees and expenses of onesuobkel and local counsel (as appropr
for all Indemnified Parties.

(e) No SettlemeniThe Indemnifying Party may not settle or compronaisg Third-Party Claim without the consent of the
Indemnified Party, which consent may not be unreably withheld, unless such settlement or comprerisisolely for monetary damages,
does not involve any finding or determination obwgdoing or violation of Law by the other Party gdvides for a full, unconditional and
irrevocable release of the other Party from albllity in connection with the Third-Party Claim. &h Indemnifying Party elects not to assume
responsibility for defending any Third-Party Claimfails to notify an Indemnified Party of its etin within thirty (30) days after receipt of a
notice from an Indemnified Party as provided intec4.5(a), and the Indemnified Party conducts and contfasdefense of such Thidarty
Claim, the Indemnified Party may enter into a reatde settlement or compromise of such Third-P@taym without the consent of the
Indemnifying Party. If the Indemnified Party takeger the defense of any Third Party-Claim purstaiBection 4.5(b) the Indemnified Party
may not settle or compromise any Third-Party Claiithout the consent of the Indemnifying Party, whaonsent may not be unreasonably
withheld or delayed. The Parties hereby agreeitlaaParty presents the other Party with a writtetice containing a proposal to settle or
compromise a Third-Party Claim for which eithertias seeking to be indemnified hereunder and #i¢yReceiving such proposal does not
respond in any manner to the Party presenting pragosal within thirty (30) days (or within any sushorter time period that may be requirec
by applicable Law or court order) of receipt oflsycoposal, then the Party receiving such propsisall be deemed to have consented to the
terms of such proposal.

() Legal Hold Orders PayPal shall prepare and circulate a legal haléra* LHO ") covering relevant categories of documents a:
promptly as practical following receipt of any roatipursuant to Section 4.5ith respect to any Action that PayPal determinegaiod faith i
meritorious and shall promptly notify eBay aftecku.HO has been circulated. eBay shall preparecandlate a LHO covering documents in
the possession, custody or control of the eBay @with respect to any Action so notified to PayR&lay shall prepare and
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circulate an LHO covering relevant categories afudnents as promptly as practical following receipany notice pursuant to Section 4.5(a)
with respect to any Action that eBay determinegand faith is meritorious and shall promptly notifayPal after such LHO has been
circulated. PayPal shall prepare and circulate ®lddvering documents in the possession, custodgmrol of the PayPal Group with respect
to any Action so notified to eBay.

(g9) Reporting. An Indemnifying Party shall provide the IndemaediParty with a monthly written report identifyiagy Third-Party
Claims that such Indemnifying Party has electedetiend pursuant to Section 4.5(lthe Actions relating to the Shared Contingenbllites
and the eBay Specified Actions or the PayPal Sigechctions, as applicable. In addition, the Indéging Party shall establish a procedure
reasonably acceptable to the Indemnified Partyitoraatically send electronic notice from the Indéying Party to the Indemnified Party
through the litigation management system or angessor system when any such Third-Party Claimoisedl, regardless of whether such
Third-Party Claim was decided by settlement, verdicsmissal or was otherwise disposed of.

4.6 Additional Matters

(a) Timing of Paymentd$ndemnification or contribution payments in respafcany Liabilities for which an Indemnified Paiity
entitled to indemnification or contribution undeig Article IV shall be paid reasonably promptly (but in any eweittiin thirty (30) days of th
final determination of the amount that the IndenecifParty is entitled to indemnification or contrilon under this Article 1\) by the
Indemnifying Party to the Indemnified Party as suw@bilities are incurred upon demand by the Indéimd Party, including reasonably
satisfactory documentation setting forth the b&mishe amount of such indemnification or contribatpayment, including documentation w
respect to calculations made and consideratiompirgssurance Proceeds that actually reduce the atdsuch Liabilities. The indemnity and
contribution provisions contained in this Artick shall remain operative and in full force and effeegardless of (i) any investigation made
or on behalf of any Indemnified Party, and (ii) trwledge by the Indemnified Party of Liabilitifes which it might be entitled to
indemnification hereunder.

(b) Notice of Direct ClaimsAny claim for indemnification or contribution undtris Agreement or any Ancillary Agreement that
does not result from a Thildarty Claim shall be asserted by written noticegiley the Indemnified Party to the applicable Inddéwing Party;
provided, that the failure by an Indemnified Party to ssesisany such claim shall not prejudice the abdityhe Indemnified Party to do so ¢
later time except to the extent (if any) that thddmnifying Party is prejudiced thereby. Such Indiéyng Party shall have a period of thirty
(30) days after the receipt of such notice withhak to respond thereto. If such Indemnifying Paitgs not respond within such thirty (30)-
day period, such specified claim shall be conckigideemed a Liability of the Indemnifying Partyden this Section 4.6(tr, in the case of
any written notice in which the amount of the cldon any portion thereof) is estimated, on sucérldate when the amount of the claim (or
such portion thereof) becomes finally determinéduth Indemnifying Party does not respond withiatsthirty (30)-day period or rejects such
claim in whole or in part, such Indemnified Partyal, subject to the provisions of Article V|lbe free to pursue such remedies as may be
available to such party as contemplated by thissAgrent and the Ancillary Agreements, as applicatithout prejudice to its continuing rigl
to pursue indemnification or contribution hereunder
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(c) Pursuit of Claims Against Third Partiel§.(i) a Party incurs any Liability arising out dfis Agreement or any Ancillary
Agreement; (ii) an adequate legal or equitable mjnme not available for any reason against therd@aaty to satisfy the Liability incurred by
the incurring Party; and (iii) a legal or equitabdenedy may be available to the other Party agaifistird Party for such Liability, then the
other Party shall use its commercially reasonafitate to cooperate with the incurring Party, a thcurring Party’s expense, to permit the
incurring Party to obtain the benefits of such legeequitable remedy against the Third Party.

(d) Subrogationin the event of payment by or on behalf of any md#ying Party to any Indemnified Party in conneaotwith any
Third-Party Claim, such Indemnifying Party shalldadbrogated to and shall stand in the place of sudmnified Party as to any events or
circumstances in respect of which such Indemniflaty may have any right, defense or claim relatinguch Third-Party Claim against any
claimant or plaintiff asserting such Third-Partyait or against any other Person. Such IndemnifaatiyBhall cooperate with such
Indemnifying Party in a reasonable manner, antleatbst and expense of such Indemnifying Partgrasecuting any subrogated right, defe
or claim.

(e) SubstitutionIn the event of an Action for which a Party is #atl to indemnification hereunder in which the Imdéfying Party
is not a named defendant, if either the IndemniRady or Indemnifying Party shall so request,Pagties shall endeavor to substitute the
Indemnifying Party for the named defendant. If saghstitution or addition cannot be achieved for mason or is not requested, the named
defendant shall allow the Indemnifying Party to 1age the Action as set forth in Section drfl this Section 4.6and the Indemnifying Party
shall fully indemnify the named defendant agaitist@sts of defending the Action (including coudsts, sanctions imposed by a court,
attorneys’ fees, experts fees and all other extexenses), the costs of any judgment or settlemrshthe cost of any interest or penalties
relating to any judgment or settlement.

4.7 Right of Contribution

(a) Contribution.If any right of indemnification contained in Sect®4.2or 4.3is held unenforceable or is unavailable for any
reason, or is insufficient to hold harmless an indiied Party in respect of any Liability for whigluch Indemnified Party is entitled to
indemnification hereunder, then the Indemnifyingtyahall contribute to the amounts paid or paydyli¢he Indemnified Parties as a result of
such Liability (or actions in respect thereof) itk proportion as is appropriate to reflect thatreé fault of the Indemnifying Party and the
members of its Group, on the one hand, and themindfieed Parties entitled to contribution, on thbethand, as well as any other relevant
equitable considerations.

(b) Allocation of Relative FauliSolely for purposes of determining relative faultguant to this Section 4:7i) any fault associate
with the business conducted with the Delayed PagBsts or Delayed PayPal Liabilities (except Far gross negligence or intentional
misconduct of a member of the eBay Group) or withdwnership, operation or
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activities of the PayPal Business prior to the &tffe Time shall be deemed to be the fault of PagRd the other members of the PayPal
Group, and no such fault shall be deemed to béathieof eBay or any other member of the eBay Grdiipany fault associated with the
business conducted with Delayed eBay Assets oryedlaBay Liabilities (except for the gross negligenr intentional misconduct of a
member of the PayPal Group) shall be deemed thébfatilt of eBay and the other members of the éBayup, and no such fault shall be
deemed to be the fault of PayPal or any other mewfthe PayPal Group; (iii) any fault associatethwhe ownership, operation or activities
of the eBay Business prior to the Effective Timalshe deemed to be the fault of eBay and the atlemnbers of the eBay Group, and no suct
fault shall be deemed to be the fault of PayPalnyrother member of the PayPal Group; and (iV) &iily fault associated with the ownership,
operation or activities of the PayPal Businessrgddhe Effective Time shall be deemed to be thétfof PayPal and the other members of the
PayPal Group, and no such fault shall be deemébd the fault of eBay or any other member of theyeBeoup.

4.8 Covenant Not to Sudeach Party hereby covenants and agrees thataidnehe members of such Party’s Group or anysBer
claiming through it shall bring suit or otherwisgsart any claim against any Indemnified Party ssee a defense against any claim asserted |
any Indemnified Party, before any court, arbitratoediator or administrative agency anywhere invtbed, alleging that: (a) the assumptior
any PayPal Liabilities by PayPal or a member ofRagPal Group on the terms and conditions set forthis Agreement and the Ancillary
Agreements is void or unenforceable for any reafmnthe retention of any eBay Liabilities by eBatya member of the eBay Group on the
terms and conditions set forth in this Agreemernt e Ancillary Agreements is void or unenforcedbieany reason; or (c) the provisions of
this Article IV are void or unenforceable for any reason.

4.9 Remedies Cumulativerhe remedies provided in this Article Bhhall be cumulative and, subject to the provisioiArticle
VIII_, shall not preclude assertion by any IndemnifiadyPof any other rights or the seeking of any aldther remedies against any
Indemnifying Party.

4.10_Survival of IndemnitiesThe rights and obligations of each of eBay angPRhand their respective Indemnified Parties under
this Article IV shall survive (a) the sale or other transfer bigeziParty or any member of its Group of any asseksisinesses or the assignn
by it of any liabilities; or (b) any merger, consiaition, business combination, sale of all or satally all of its Assets, restructuring,
recapitalization, reorganization or similar trartgatinvolving either Party or any of the membefé® Group.

4.11 Coordination with Ancillary Agreements

(a) The provisions of Sections 4t’ough 4.1thereof shall not apply with respect to Taxes or fratters (including the control of
Tax related proceedings), which shall be governethé Tax Matters Agreement. In the case of anylicbbetween this Agreement and the
Tax Matters Agreement in relation to any mattedrasised by the Tax Matters Agreement, the Tax kag&greement shall control.
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(b) The provisions of Sections 4f&ough_4.1Chereof shall not apply (except as expressly s#h farthe applicable Ancillary
Agreement) with respect to the representationstamties, covenants and agreements set forth i@ieeating Agreement, the Transition
Services Agreement, the Colocation Services Agre¢snehe Data Sharing Addendum and the Product IDprent Agreement, which shall
be governed by the Operating Agreement, the Tians8ervices Agreement, the Colocation ServicesAgrents, the Data Sharing Addenc
and the Product Development Agreement, respectively

(c) In the case of any conflict between this Agreatrand the Operating Agreement in relation toraagters addressed by the
Operating Agreement, the Operating Agreement sioallrol. In the case of any conflict between thigggement and the Transition Services
Agreement in relation to any matters addressed&@ytansition Services Agreement, the TransitioviBes Agreement shall control. In the
case of any conflict between this Agreement andnitedlectual Property Matters Agreement in relatio any matters addressed by the
Intellectual Property Matters Agreement, the Itetilal Property Matters Agreement shall controthimcase of any conflict between this
Agreement and a Colocation Services Agreementiatioe to any matters addressed by the Colocatemi&s Agreement, the Colocation
Services Agreement shall control. In the case gfamflict between this Agreement and the Data iBgakddendum in relation to any matters
addressed by the Data Sharing Addendum, the DatanghAddendum shall control. In the case of anyfloct between this Agreement and 1
Product Development Agreement in relation to anytens.addressed by the Product Development AgreerienProduct Development
Agreement shall control.

ARTICLE V
CERTAIN OTHER MATTERS

5.1 Insurance Matters

(a) eBay and PayPal agree to cooperate in goduttajprovide for an orderly transition of insurarmserage from the date hereof
through the Effective Time. In no event shall eBayy other member of the eBay Group or any eBagrmfied Party have Liability or
obligation whatsoever to any member of the PayPalsin the event that any insurance policy or otmatract or policy of insurance shall be
terminated or otherwise cease to be in effectigrraason, shall be unavailable or inadequateercany Liability of any member of the
PayPal Group for any reason whatsoever, or shalbb@oenewed or extended beyond the current eiqirdate.

(b) From and after the Effective Time, with resptecany losses, damages and Liability incurredtyyraember of the PayPal
Group prior to the Effective Time, eBay will pro@dPayPal with access to, and PayPal may, upon\gritien notice to eBay in accordance
with procedures to be mutually agreed upon and miectied by the Parties from time to time (which doented procedures shall be binding
upon the Parties), make claims under, eBay’s mior contracts of insurance in place immediatalyr po the Effective Time and eBay’s
historical policies of insurance, but solely to theéent that such policies provided coverage fomivers of the PayPal Group prior to the
Effective Time;_provided that such access to, and the right to make claimder, such insurance policies, shall be subgetit¢ terms and
conditions of such insurance policies, including &mits on coverage or scope, any deductiblesathdr fees and expenses, and shall be
subject to the following additional conditions:
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(i) PayPal shall report any claim to eBay, as priyrgs practicable, and in any event in sufficigme so that such claim may
be made in accordance with eBay’s claim reportireg@dures in effect immediately prior to the EffeetTime (or in accordance with
any modifications to such procedures after thedfffe Time communicated by eBay to PayPal in wgiin

(i) PayPal and the members of the PayPal Groul isidemnify, hold harmless and reimburse eBay #tmedmembers of the
eBay Group for any deductibles, self-insured réventother than any such retention under an eBay@captive insurance
arrangement), fees and expenses incurred by eBayyomembers of the eBay Group to the extent ieguitom any access to, any
claims made by PayPal or any other members of alg@& Group under, any insurance provided purdioathis_Section 5.1(h)
including any indemnity payments, settlements, jndgts, legal fees and allocated claims expenseslaimd handling fees, whether st
claims are made by PayPal, its employees or thérdds (it being understood that amounts recouemnddr an eBay Group captive
insurance arrangement shall not be deemed to baafebexpenses incurred by eBay or any membeedBlay Group); and

(i) PayPal shall exclusively bear (and neitheagBor any members of the eBay Group shall haveoatigation to repay or
reimburse PayPal or any member of the PayPal Gialijand shall be liable for all uninsured, unc@asrunavailable or uncollectible
amounts of all such claims made by PayPal or anylee of the PayPal Group under the policies asigealfor in this Section 5.1(h)

In the event an insurance policy aggregate is estedyor believed likely to be exhausted, due taad claims, the PayPal Group, on the
one hand, and the eBay Group, on the other haad,tshresponsible for their pro rata portion & teinstatement premium, if any, ba:
upon the losses of such Group submitted to eBagisrance carrier(s) (including any submissionsrgddhe Effective Time). To the
extent that the eBay Group or the PayPal Groufidsaied more than its pro rata portion of suchnpten due to the timing of losses
submitted to eBay’s insurance carrier(s), the optaety shall promptly pay the first party an amosmthat each Group shall be properly
allocated its pro rata portion of the reinstatenmaetmium. Subject to the following sentence, eBay mlect not to reinstate the policy
aggregate. In the event that eBay elects not tstate the policy aggregate, it shall provide promitten notice to PayPal, and PayPal
may direct eBay in writing to, and eBay shall, itls case, reinstate the policy aggregate; provideat PayPal shall then be responsible
for all reinstatement premiums and other costscatea with such reinstatement.

In the event that any member of the eBay Grouprgany losses, damages or Liability prior to ordspect of the period prior to the Effective
Time for which such member of the eBay Group istledtto coverage under PayPal’s insurance politclessame process pursuant to this
Section 5.1(b¥hall apply, substituting “eBay” for “PayPal” anBdyPal” for “eBay.”
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(c) Except as provided in Section 5.1(lfijom and after the Effective Time, neither Payal any member of the PayPal Group
shall have any rights to or under any of the inscegpolicies of eBay or any other member of theyeBmup. At the Effective Time, PayPal
shall have in effect all insurance programs reglicecomply with PayPal’s contractual obligatiomsl duch other insurance policies required
by Law or as reasonably necessary or appropriatecfmpanies operating a business similar to PagPalich insurance programs may include
general liability, commercial auto liability, worke compensation, employer’s liability, productdibty, professional services liability,
property, cargo, employment practices liability,doyee dishonesty/crime, directors’ and officerabllity and fiduciary liability.

(d) Neither PayPal nor any member of the PayPalgrim connection with making a claim under anynasice policy of eBay or
any member of the eBay Group pursuant to_this &e&il, shall take any action (other than the act of mgkihe claim) that would be
reasonably likely to (i) have an adverse impacthenthen-current relationship between eBay or aagnber of the eBay Group, on the one
hand, and the applicable insurance company, ootttex hand; (ii) result in the applicable insuranoepany terminating or reducing coverz
or increasing the amount of any premium owed byyeBaany member of the eBay Group under the appkcamsurance policy; or
(iii) otherwise compromise, jeopardize or interfaii¢h the rights of eBay or any member of the eBagup under the applicable insurance
policy. eBay and the other members of the eBay @risuconnection with reporting, administering anklling a claim on behalf of PayPal or
any member of the PayPal Group under any insurpoley of eBay or any member of the eBay Group pamns to this Section 5.lwill use
commercially reasonable efforts to avoid taking aatfon (other than the act of making the claina thould be reasonably likely to have an
adverse impact on the then-current relationshipvéen PayPal or any member of the PayPal Grouhenorie hand, and the applicable
insurance company, on the other hand, if such ame company is also an insurer of PayPal or amglrae of the PayPal Group. All payme
and reimbursements by PayPal pursuant to this@estilwill be made within thirty (30) days after PayRaléceipt of an invoice therefor frc
eBay. If eBay incurs costs to enforce PayPal'sgabions herein, PayPal agrees to indemnify and hatchless eBay for such enforcement
costs, including reasonable attorneys’ fees putsoaBection 4.6(b)

(e) eBay shall retain responsibility for and hawe ¢xclusive right to control Insurance Administratof its insurance policies and
programs and any and all other rights with respeits insurance policies and programs, includmgright to exhaust, settle, release, comn
buyback or otherwise resolve disputes with resfmeany of its insurance policies and programs arahtend, modify or waive any rights un
any such insurance policies and programs, notveititshg whether any such policies or programs afgpgny PayPal Liabilities and/or claims
PayPal has made or could make in the future, anderaber of the PayPal Group shall (without therpsidtten consent of eBay) erode,
exhaust, settle, release, commute, buyback orwiberesolve disputes with eBay’s insurers witlpegs to any of eBay’s insurance policies
and programs, or amend, modify or waive any rigimder any such insurance policies and program$&ahall cooperate with eBay and
share such information as is reasonably necessagrinit eBay to manage and conduct its insuraratéens as it deems appropriate. Neither
eBay nor any of the members of the eBay Group $laakt any obligation to secure extended reportingiiy claims under any Liability
policies of eBay or any member of the eBay Groupafoy acts or omissions by any member of the Pa@Ralp incurred prior to the Effective
Time.
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(f) eBay shall, and shall cause the members oéBwy Group to, (i) use commercially reasonablereffat PayPal's reasonable
request (and provided that PayPal complies withrélq@irements of Section 5.1(h)o assist PayPal in making claims under the @Bsyranc
policies described in Section 5.1(k(ji) notify PayPal within thirty (30) days of argfection by eBay to control any claim under anyeBa
insurance policy or program to the extent suchntlalates to a PayPal Asset and/or PayPal Lialality (iii) promptly (and in any event with
thirty (30) days after eBay’s receipt thereof) mayer to PayPal or the applicable member of the Ba@Poup any Insurance Proceeds that are
received by eBay or any member of the eBay Groupspect of such claims.

(9) This Agreement shall not be considered as @mgted assignment of any policy of insurance @ esntract of insurance and
shall not be construed to waive any right or remefdgny member of the eBay Group in respect ofinayrance policy or any other contract or
policy of insurance.

(h) PayPal does hereby, for itself and each ottember of the PayPal Group, agree that no memkbeafBay Group shall have
any Liability whatsoever as a result of the insempolicies and practices of eBay and the memidaree@Bay Group as in effect at any time,
including as a result of the level or scope of angh insurance, the creditworthiness of any ins@a@arrier, the terms and conditions of any
policy, the adequacy or timeliness of any noticarg insurance carrier with respect to any claimaiential claim or otherwise.

5.2 Directors and Officers InsurancBrior to the Effective Time, eBay shall obtairddully pay for a directors and officers liabili
run-off insurance policy for claims made after Bféective Time covering wrongful acts that have wced prior to and through the Effective
Time and arising out of or relating to PayPal, atieer members of the PayPal Group or the PayPah8ss (as the PayPal Business exists |
immediately after the Effective Time), with a pgliperiod of at least six (6) years from and after Effective Time, covering (a) any Persons
who, as of or at any time prior to the Effectiveng, are or have been directors or officers of elagny other member of the eBay Group;

(b) any Persons who, as of or at any time prighéoEffective Time, are or have been directorsfficers of PayPal or the other members of
PayPal Group; and (c) eBay, the other memberseoéBay Group, PayPal, the other members of thed*&tf®up and the PayPal Business (a
the PayPal Business exists as of immediately #fteEffective Time). Such directors and officeebllity run-off insurance policy shall be
consistent in all material respects with the diseztand officers liability insurance policy maimtad by eBay as of the Effective Time (except
for the policy period and provisions excluding cage for wrongful acts occurring after the Effeetiime).

5.3 Late PaymentsExcept as expressly provided to the contrarhig; Agreement or in any Ancillary Agreement, anyoamt not
paid when due pursuant to this Agreement or anyillang Agreement (and any amounts billed or otheeninvoiced or demanded and prop
payable that are not paid within thirty (30) dayswach bill, invoice or other demand) shall accnterest at a rate per annum equal to Prime
Rate plus two percent (2%).
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5.4 Inducement PayPal acknowledges and agrees that eBay’s grildies to cause, effect and consummate the Sepeaatitthe
Distribution has been conditioned upon and indune&ayPal’'s covenants and agreements in this Aggeeand the Ancillary Agreements,
including PayPal’'s assumption of the PayPal Liibgipursuant to the Separation and the provisibtisis Agreement and PayPal’s covenants
and agreements contained in Article.lV

5.5 PostEffective Time Conduct The Parties acknowledge that, after the Effeclivee, each Party shall be independent of the
other Party, with responsibility for its own act®and inactions and its own Liabilities relatingadsing out of or resulting from the conduct
its business, operations and activities following Effective Time, except as may otherwise be plediin any Ancillary Agreement, and each
Party shall (except as otherwise provided in Aetidl ) use commercially reasonable efforts to preveahduabilities from being
inappropriately borne by the other Party.

5.6 Conduct of Certain Intellectual Property Mate€ommencing as of the Effective Time, the Pantidlscooperate and
coordinate on the conduct of the defense or prasecaf the Joint Proceedings, eBay Proceedings PayPal Proceedings as set forth in
Schedule 5.6 The provisions of Sections 42rough 4.1thereof shall not apply with respect to any suchtJ®roceedings, eBay Proceedings
or PayPal Proceedings, which shall be governedchedile 5.6

ARTICLE VI
EXCHANGE OF INFORMATION; CONFIDENTIALITY

6.1 Agreement for Exchange of Information

(a) Subject to Section 6,%ny other applicable confidentiality obligatioasy Ancillary Agreement or any other agreementvbet
the Parties, each of eBay and PayPal, on behaeaf and each member of its respective Groupegto use commercially reasonable effort:
to provide or make available, or cause to be pexvior made available, to the other Party and thalmees of such other Party’s Group, at any
time before, on or after the Effective Time, asrsae reasonably practicable after written requesefor, any information (or a copy thereot
the possession or under the control of such Paiitg &roup which the requesting Party or its Gréathe extent that (i) such information
relates (A) to the PayPal Business, or any PayBséfor PayPal Liability, if PayPal is the requestarty, or (B) to the eBay Business, or any
eBay Asset or eBay Liability, if eBay is the reqtigg Party; (ii) such information is required byetlrequesting Party to comply with its
obligations under this Agreement or any Ancillargréement; or (iii) such information is requiredthg requesting Party to comply with any
obligation imposed by any Governmental Authoritsgwyided, that if the Party to whom the request has beetendatermines that, in the
reasonable good faith judgment of such Party, ah grovision of information could be detrimentathe Party providing the information,
then the Parties shall use commercially reasoreffdets to permit compliance with such obligatidaghe extent and in a manner that avoids
any such harm or consequence. Notwithstandingattezybing, this Section 6shall not require the Party to whom the requestieasn made to
provide such information if such Party determirtest loing so would, in the reasonable good faitlgjment of such Party, reasonably be
expected to result in any violation of any Law greement or waive any privilege available undetiapple Law, including any attorney-client
privilege; provided that the Parties shall use commercially
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reasonable efforts to cooperate in seeking todimday to permit compliance with such obligationsh® extent and in a manner that avoids
such consequence. The Party providing informatimsyeant to this Section 6shall only be obligated to provide such informatiorthe form,
condition and format in which it then exists, anchb event shall such Party be required to per@amgnimprovement, modification, conversit
updating or reformatting of any such informationgdanothing in this Section 6shall expand the obligations of a Party under $adi4.

(b) Without limiting the generality of the foregginuntil the first PayPal fiscal year end duringieththe Distribution Date occurs
(and for a reasonable period of time afterwardsqsired for each Party to prepare consolidateghfifal statements or complete a financial
statement audit for the fiscal year during which Bistribution Date occurs), each Party shall tseammercially reasonable efforts to
cooperate with the other Party’s information redsiés enable (i) the other Party to meet its tirbketdior dissemination of its earnings releases
financial statements and management’s assessmére effectiveness of its disclosure controls art@dures and its internal control over
financial reporting in accordance with Items 30@ 808, respectively, of Regulation S-K promulgateder the Exchange Act; and (ii) the
other Party’s accountants to timely complete theifew of the quarterly financial statements anditaof the annual financial statements,
including, to the extent applicable to such Padtsyauditor’s audit of its internal control ovenéincial reporting and management’s assessmer
thereof in accordance with Section 404 of the SabaOxley Act of 2002, the SEC’s and Public Compaagounting Oversight Board’s
rules and auditing standards thereunder and ary affplicable Laws.

(c) Without limiting the generality of the foreggineach Party shall deliver to the other Partyaa@aably complete draft (to the
extent practicable) of (i) its first quarterly repon Form 10-Q to be filed with the Commissionttimeludes its respective financial statements,
(i) its first annual report on Form 10-K to beefil with the Commission that includes its respediimeual financial statements in the form
expected to be covered by the audit report of aty’s independent auditor and (iii) the proxy emngls to be filed with the Commission in
respect of such Party’s first annual meeting ofkttolders following the Distribution Date (the dowents described in clauses (i), (i) and (iii),
the “ Financial Reporting and Proxy Materigisat least fifteen (15) days prior to the expectet dé filing and to deliver to the other Party ¢
supplements, amendments or significant revisiotlieviing such delivery. Each Party shall notify thiner Party as soon as reasonably
practicable after it becomes aware of any matagabunting differences between its Financial Répg@nd Proxy Materials and the other
Party’s Financial Reporting and Proxy Materialshwigspect to transactions or activities conductést fo or at the Effective Time, and the
Parties shall subsequently confer and use comniigrasonable efforts to consult with each otlmegaod faith and resolve such differences
prior to the filing of the applicable Financial Refing and Proxy Materials.

6.2 Ownership of InformationThe provision of any information pursuant to $at6.1or Section 6.%hall not affect the ownerst
of such information (which shall be determined kole accordance with the terms of this Agreemart the Ancillary Agreements), or
constitute a grant of rights in or to any such infation.
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6.3 Compensation for Providing InformatioBubject to any Ancillary Agreement or any othgreement between the Parties, the
Party requesting information agrees to reimbursesther Party for the reasonable costs, if angredting, gathering, copying, transporting
otherwise complying with the request with respeduch information (including any reasonable casts expenses incurred in any review of
information for purposes of protecting the Privideignformation of the providing Party or in connentwith the restoration of backup media
for purposes of providing the requested informatidxcept as may be otherwise specifically providegwhere in this Agreement, any
Ancillary Agreement or any other agreement betwéerParties, such costs shall be computed in aanoedwith the providing Party’s
standard methodology and procedures as providggetother Party from time to time.

6.4 Record RetentionTo facilitate the possible exchange of informafursuant to this Article Vnd other provisions of this
Agreement after the Effective Time, the Partieseado use their commercially reasonable effortschvhhall be no less rigorous than those
used for retention of such Party’s own informatitntetain all information in their respective pession or control on the Effective Time
(including information that is subject to an LH@)accordance with the policies of eBay as in effecthe Effective Time or such other polic
as may be adopted by eBay after the Effective Tipm®vided, that in the case of PayPal, eBay notifies PagPahy such change). Except in
accordance with its, or its applicable Subsidiarigslicies and ordinary course practices, no Patitlydestroy, or permit any of its Subsidiaries
to destroy, any information that would, in accoramwith such policies or ordinary course practibesarchived or otherwise filed in a
centralized filing system by such party or its aggible Subsidiaries and, without limiting the fooatg, comply with the requirements of any
LHO that relates to (x) any Action that is pendasyof the Effective Time; or (y) any Action thaisas or becomes threatened or reasonably
anticipated after the Effective Time as to whichls®arty or its Subsidiaries has received a nati¢the applicable LHO from the other Party.
Notwithstanding anything in thArticle VI to the contrary, (a) the Tax Matters Agreementligi@mlern the retention of Tax related records anc
the exchange of Tax related information, (b) theplayee Matters Agreement shall govern the retergfoemployment and benefits related
records and (c) the Data Sharing Addendum will govke retention of the records specified therein.

6.5 Limitations of Liability. Neither Party shall have any Liability to the ettParty in the event that any information exchangre
provided pursuant to this Agreement is found tanaecurate in the absence of gross negligencelfulbvhisconduct by the Party providing
such information. Neither Party shall have any Lighto any other Party if any information is dested after commercially reasonable efforts
by such Party to comply with the provisions of $stb.4.

6.6 Other Agreements Providing for Exchange of imfation.

(a) The rights and obligations granted under thigche VI are subject to any specific limitations, qualifioas or additional
provisions on the sharing, exchange, retentioroafidential treatment of information set forth inyaAncillary Agreement.

-54-



(b) Any party that receives, pursuant to a reqfegshformation in accordance with this Article YTangible Information that is not
relevant to its request shall (i) return it to gireviding Party or, at the providing Party’s redie@gstroy such Tangible Information; and
(ii) deliver to the providing Party written confiation that such Tangible Information was returnedeastroyed, as the case may be, which
confirmation shall be signed by an authorized repnéative of the requesting Party.

6.7 Production of Witnesses; Records; Cooperation

(a) After the Effective Time, except in the casenfadversarial Action or Dispute between eBayRayPal or as prohibited by
applicable Law, or any members of their respedBveups, each Party shall use its reasonable estsefwhich shall not impose undue bur
on such Party) to make available to the other Papgn written request, the former and then-curdénetctors, officers, employees, other
personnel and agents of the members of its respeeBtioup as witnesses and any books, records er ddtuments within its possession,
custody or control, to the extent that any suclsqeigiving consideration to business demands df directors, officers, employees, other
personnel and agents) or books, records or otfmmdents may reasonably be required in connectitihany Action in which the requesting
Party (or member of its Group) may from time todibve involved, regardless of whether such Actica nisatter with respect to which
indemnification may be sought hereunder. The remge®arty shall bear all costs and expenses inection therewith.

(b) If an Indemnifying Party chooses to defend @hird-Party Claim, the other Party shall make alal# to such Indemnifying
Party (without undue burden to such other Partydnuwritten request, the former and then-currergtatiors, officers, employees, other
personnel and agents of the members of its respeeBtioup as witnesses and any books, records er ddtuments within its possession,
custody or control, to the extent that any sucls@exgiving consideration to business demands di directors, officers, employees, other
personnel and agents) or books, records or othfmmdents may reasonably be required in connectitimsuich defense, or such prosecution,
evaluation or pursuit, as the case may be, andl siharwise cooperate in such defense, or suctepub®n, evaluation or pursuit, as the case
may be.

(c) Without limiting the foregoing, the Parties Bleoperate and consult with each other to themtxteasonably necessary with
respect to any Actions.

(d) The obligation of the Parties to provide witses pursuant to this Section &ntended to be interpreted in a manner so as to
facilitate cooperation and shall include the oliigato provide as witnesses inventors and othigcest without regard to whether the witness
or the employer of the witness could assert a ptesbusiness conflict (subject to the exceptiorf@gh in the first sentence of Section 6.7(a)

6.8 Privileged Matters

(a) The Parties recognize that legal and othereggibnal services that have been and will be peavitior to the Effective Time
(whether by outside counsel, in-house counsellwerdegal professionals) have been and will be esgdifor the collective benefit of each of
the members of the eBay Group and the PayPal Gemgpthat each of the members of
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the eBay Group and the PayPal Group shall be deémaelthe client with respect to such servicesHerpurposes of asserting all privileges
which may be asserted under applicable Law in cctioretherewith. The Parties recognize that legal ether professional services will be
provided following the Effective Time, which seregwill be rendered solely for the benefit of tiBag Group or the PayPal Group, as the
may be.

(b) The Parties agree as follows:

(i) eBay shall be entitled, in perpetuity, to cahthe assertion or waiver of all privileges andriomities in connection with
any Privileged Information that relates solelytie €Bay Business and not to the PayPal Businegthetor not the Privileged
Information is in the possession or under the abmi any member of the eBay Group or any membehefPayPal Group. eBay shall
also be entitled, in perpetuity, to control theemsn or waiver of all privileges and immunitiesgonnection with any Privileged
Information that relates solely to the eBay Spedifictions or to any eBay Liabilities resultingfrany other Actions that are now
pending or may be asserted in the future, whethaobthe Privileged Information is in the possessir under the control of any mem
of the eBay Group or any member of the PayPal Graog

(ii) PayPal shall be entitled, in perpetuity, towtrol the assertion or waiver of all privileges amnunities in connection with
any Privileged Information that relates solelytie PayPal Business and not to the eBay Businegthetor not the Privileged
Information is in the possession or under the @i any member of the PayPal Group or any merob#re eBay Group. PayPal shall
also be entitled, in perpetuity, to control theemsn or waiver of all privileges and immunitiesgonnection with any Privileged
Information that relates solely to the PayPal SjegtiActions or to any PayPal Liabilities resultifrgm any other Actions that are now
pending or may be asserted in the future, whethaobthe Privileged Information is in the possessir under the control of any mem
of the PayPal Group or any member of the eBay Group

(iii) If the Parties do not agree as to whethetaiarinformation is Privileged Information, thencbunformation shall be
treated as Privileged Information, and the Parsy believes that such information is Privilegedmmfiation shall be entitled to control the
assertion or waiver of all privileges and immurstia connection with any such information until Buicne as it is finally judicially
determined that such information is not Privilegigfdrmation, unless the Parties otherwise agree.Hérties shall use the procedures se
forth in Article VII to resolve any disputes as to whether any infomnattlates solely to the eBay Business, solelfé¢oRayPal Busine:
or to both the eBay Business and the PayPal Busines

(c) Subject to the remaining provisions of thist#er6.8, the Parties agree that they shall have a shainégtége or immunity with
respect to all privileges and immunities not altecapursuant to Section 6.8@d all privileges and immunities relating to angtidns or othe
matters that involve both Parties (or one or moeentmers of their respective Groups) and in respeeh@h both Parties have Liabilities under
this Agreement, and that no such shared privilegsmmunity may be waived by either Party without thritten consent of the
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other Party. The Parties will enter into commoriiast or joint defense agreements as deemed nacesgaeserve privilege, allow
coordination of defenses, and avoid waivers ofil@ge in connection with any Privileged Informatithrat relates to Shared Contingent
Liabilities, whether or not the Privileged Infornmat is in the possession or under the control gfraember of the PayPal Group or any
member of the eBay Group.

(d) If any Dispute arises between the Parties gma@mbers of their respective Group regarding wdredhprivilege or immunity
should be waived to protect or advance the interafseither Party and/or any member of their respecroups, each Party agrees that it shal
(i) negotiate with the other Party in good faitii); éndeavor to minimize any prejudice to the rgybf the other Party; and (iii) not unreasonably
withhold consent to any request for waiver by thieeo Party. Further, each Party specifically agthasit shall not withhold its consent to the
waiver of a privilege or immunity for any purposeept in good faith to protect its own legitimanteerests.

(e) Subject to Section 6,9n the event of any adversarial Action or Disploégween eBay and PayPal, or any members of their
respective Groups, either Party may waive a pgélan which the other Party or member of such oftaety’s Group has a shared privilege,
without obtaining consent pursuant to Section §.8fcovided, that such waiver of a shared privilege shallfiiecéive only as to the use of
information with respect to the Action or Disputetlveen the Parties and/or the applicable membeteofrespective Groups, and shall not
operate as a waiver of the shared privilege witipeet to any Third Party.

(f) Upon receipt by either Party, or by any memdkits respective Group, of any subpoena, discoeergther request (or of writte
notice that it will or has received such subpoeligcovery or other request) that may reasonabkxpected to result in the production or
disclosure of Privileged Information subject tohaed privilege or immunity or as to which anotRerty has the sole right hereunder to assel
a privilege or immunity, or if either Party obtaikisowledge or becomes aware that any of its, omaamber of its respective Group’s, current
or former directors, officers, agents or employesee received any subpoena, discovery or otheestg|jor have received written notice that
they will or have received such subpoena, discovether requests) that may reasonably be expéztexbult in the production or disclosure
of such Privileged Information, such Party shatimptly notify the other Party of the existencelad tequest (which notice shall be delivere
such other Party no later than five (5) businegs diallowing the receipt of (or of written noticledt it will or has received) any such subpoena
discovery or other request) and shall provide therParty a reasonable opportunity to review ttidl®ged Information and to assert any
rights it or they may have, under this Sectiond.8therwise, to prevent the production or disctesaf such Privileged Information; provided
that if such Party is prohibited by applicable Litam disclosing the existence of the request, Sty shall provide written notice of such
related information for which disclosure is not Ipitited by applicable Law and use commercially opable efforts to inform the other Party
any related information such Party determinestsimliscretion, is necessary or appropriate foiother Party to be informed of to enable the
other Party to review the Privileged Informatiordda assert its rights, under this Sectiond.8therwise, to prevent the production or
disclosure of such Privileged Information.

-57-



(g) Any furnishing of, or access or transfer ofy amformation pursuant to this Agreement is madeeliance on the agreement of
eBay and PayPal set forth in this Sectiona@h8 in_Section 6.8b maintain the confidentiality of Privileged Infoation and to assert and
maintain all applicable privileges and immuniti€he Parties agree that their respective rightsiyoacess to information, withnesses and othe
Persons, the furnishing of notices and documerdso#trer cooperative efforts between the Partiesecoplated by this Agreement, and the
transfer of Privileged Information between the Rarand members of their respective Groups purgoahts Agreement, shall not be deem:
waiver of any privilege that has been or may bertsd under this Agreement or otherwise. The Paftigher agree that (i) the exchange by
one Party to the other Party of any Privileged dmfation that should not have been transferred jputstio the terms of this Article \dhall not
be deemed to constitute a waiver of any privilegenmunity that has been or may be asserted uhiieAgreement or otherwise with respect
to such Privileged Information; and (ii) the Pamtgeiving such Privileged Information shall prompeturn such Privileged Information to the
Party who has the right to assert the privilegaronunity.

(h) In connection with any matter contemplated bgt®n 6.70r this_Section 6.8the Parties agree to, and to cause the applicable
members of their Group to, use reasonable effontsaintain their respective separate and jointilpges and immunities, including by
executing joint defense and/or common interesteagemts where necessary or useful for this purpose.

6.9 Confidentiality.

(a) Confidentiality.Subject to Section 6.18hd any Ancillary Agreement, from and after theeEfive Time until the five (5) year
anniversary of the Effective Time (other than ia ttase of any item of Technical Information, forieththe obligations in this Section 68l
continue until such time as any of the excepti@idarth in clauses (A) through (C) of this Sect®f(a)have been satisfied with respect to
such item of Technical Information), each of eBag &#ayPal, on behalf of itself and each membetsakispective Group, agrees to hold, and
to cause its respective Representatives to hokltrict confidence, with at least the same degfeau® that applies to eBay’s confidential and
proprietary information pursuant to policies ineff as of the Effective Time, all confidential gmdprietary information concerning the other
Party or any member of the other Party’s Groupheirtrespective businesses that is either (i)sipassession (including confidential and
proprietary information in its possession priothe date hereof) or (ii) furnished by any such ptharty or any member of such Party’s Group
or their respective Representatives at any timeyant to this Agreement, any Ancillary Agreemenbitrerwise, and shall not use any such
confidential and proprietary information other tfansuch purposes as shall be expressly perntigegunder or thereunder, except, in each
case, to the extent that such confidential andnetapy information is or was (A) in the public dam or generally available to the public, ot
than as a result of a disclosure by such Partypm@ember of such Party’s Group or any of theipeesive Representatives in violation of this
Agreement, (B) later lawfully acquired from otheusces by such Party (or any member of such Pa@ydsip) which sources are not
themselves bound by a confidentiality obligatiorotirer contractual, legal or fiduciary obligatiohconfidentiality with respect to such
confidential and proprietary information, or (Cilependently developed or generated without referémor use of any proprietary or
confidential information of the other Party or

-58-



any member of such Party’s Group. If any confiderdind proprietary information of one Party or amymber of its Group is disclosed to the
other Party or any member of such other Party’su@iia connection with providing services to suaktfParty or any member of such first
Party’s Group under this Agreement or any Ancillary Agneat, then such disclosed confidential and progryeinformation shall be used ol
as required to perform such services.

(b) No Release; Return or Destructideach Party agrees not to release or disclose, ronifp® be released or disclosed, any
information addressed in Section 6.%@pny other Person, except its Representativesngld to know such information in their capacitiss
such (who shall be advised of their obligationsehader with respect to such information), and ekozepompliance with Section 6.10
Without limiting the foregoing, when any such infaation is no longer needed for the purposes corlaatpby this Agreement or any
Ancillary Agreement, each Party shall, at its optémd as promptly as practicable after receivimgitien request from the other Party, either
(i) return to the other Party all such informatiara tangible form (including all copies thereoflall notes, extracts or summaries based
thereon) or (ii) certify to the other Party thah#s destroyed such information (and such cop@®difiand such notes, extracts or summaries
based thereon); providedhat such Party’'s Representatives may retainbneopy of such information to the extent requibgdapplicable
Law or professional standards, and shall not beired to destroy any such information located ioksap, archival electronic storage).

(c) Third-Party Information; Privacy or Data Protectidraws.Each Party acknowledges that it and members @riesip may
presently have and, following the Effective Timegyngain access to or possession of confidentiptaprietary information of, or personal
information relating to, Third Parties (i) that waseived under confidentiality or non-disclosugeegments entered into between such Third
Parties, on the one hand, and the other Party orbes of such Party’s Group, on the other handy poi the Effective Time; or (ii) that, as
between the Parties, was originally collected leydther Party or members of such Party’s Grouptlaidmay be subject to and protected by
privacy, data protection or other applicable La®sbject to the Data Sharing Addendum and any &heillary Agreement, each Party agrees
that it shall hold, protect and use, and shall eahe members of its Group and its and their rdseRepresentatives to hold, protect and use
in strict confidence the confidential and propnigtaformation of, or personal information relatitmy Third Parties in accordance with privacy,
data protection or other applicable Laws and theadeof any agreements that were either enterecbigfiare the Effective Time or affirmative
commitments or representations that were made édferEffective Time by, between or among the ofteaty or members of the other Pasty’
Group, on the one hand, and such Third Partieth@other hand.

(d) Residual Information Notwithstanding anything to the contrary hereiach Party and the members of such Party’s Groalp sh
be free to use for any purpose the Residual Infoomaesulting from access Representatives of asty or the members of its Group have
had to confidential and proprietary information ceming the other Party or any member of the dieety’s Group. The Parties acknowledge
and understand that the foregoing does not cotestitlicense under any patents or copyrights.
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6.10_Protective Arrangement#n the event that a Party or any member of itsupreither determines on the advice of its counsel
that it is required to disclose any informationguant to applicable Law or receives any requedeorand under lawful process or from any
Governmental Authority to disclose or provide imf@tion of the other Party (or any member of theeofarty’s Group) that is subject to the
confidentiality provisions hereof, such Party simaitify the other Party (to the extent legally péted) as promptly as practicable under the
circumstances prior to disclosing or providing sutbrmation and shall cooperate, at such othetyRacost and expense, in seeking any
appropriate protective order reasonably requestdtidother Party. In the event that such othetyRails to receive such appropriate
protective order in a timely manner and the Pagteiving the request or demand reasonably detesrtiirag its failure to disclose or provide
such information will actually prejudice the Parégeiving the request or demand, then the Party¢loaived such request or demand may
thereafter disclose or provide information to thkeeat required by such Law (as so advised by itssel) or by lawful process or such
Governmental Authority, and the disclosing Partglispromptly provide the other Party with a copytleé information so disclosed, in the se
form and format so disclosed, together with adfstll Persons to whom such information was disadigsn each case to the extent legally
permitted.

ARTICLE VII
DISPUTE RESOLUTION

7.1 GoodFaith Negotiation Subject to Section 7. %either Party seeking resolution of any disputatioversy or claim arising out
of or relating to this Agreement or Ancillary Agraent (including regarding whether any Assets agdPRbAssets, any Liabilities are PayPal
Liabilities or the validity, interpretation, breaoh termination of this Agreement or any Ancillakgreement) (a * Disput® that cannot be
resolved by the Transition Committee, shall prowidéten notice thereof to the other Party (thaitial Notice”), and within thirty (30) days
of the delivery of the Initial Notice, the Partigisall attempt in good faith to negotiate a resolutyf the Dispute. The negotiations shall be
conducted by executives who hold, at a minimumtitleof senior vice president or general courssel who have authority to settle the
Dispute. All such negotiations shall be confiddraiad shall be treated as compromise and settlenegytiations for purposes of applicable
rules of evidence. If the Parties are unable fgrr@ason to resolve a Dispute within thirty (30yslafter the delivery of such notice or if a P
reasonably concludes that the other Party is niihg/ito negotiate as contemplated by the precedemgences of this Section 7.the Dispute
shall be submitted to the Escalation Committee.

7.2 Escalation CommitteeAs of the Effective Time, the Parties shall ebstban escalation committee (the * Escalation Caite

") with six (6) members, consisting of the Chiefdeutive Officer of each of PayPal and eBay, thei@ten of the board of each of PayPal anc
eBay, a member of the eBay Board who shall be apgdiby eBay and a member of the board of directbPayPal who shall be appointed by
PayPal (together with the member of the eBay Bahel; Other Board Membef$. Each of eBay and PayPal will use its good faitforts to
avoid replacing the initial Other Board Membersthog first two (2) years after the Effective Tinfdwereafter, eBay and PayPal will, to the
extent practicable, honor the other Party’s reaslenabjections to any replacements of Other Boaednlders. While any person is serving as &
member of the Escalation Committee, such personmoagesignate any substitute or proxy for purpagedtending or voting at an Escalation
Committee meeting. The Escalation Committee wileirad least annually and will make a good faittoeffo promptly
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(and in any event within forty-five (45) days oetHispute being referred to the Escalation Comajittesolve all Disputes referred to it.
Escalation Committee decisions made with the cdrsfesit least four (4) members, including at lemst (1) eBay member and at least one
(1) PayPal member, will be binding on eBay, Paypal their respective Group members. If the Escalafiommittee does not agree to a
resolution of a Dispute within the forty-five (48xy period following the referral of such Dispubethe Escalation Committee, the Parties may
refer the Dispute to mediation in accordance wiht®n 7.3

7.3 NonBinding Mediation. Any Dispute not resolved pursuant to Sectionsha&ll, upon the written request of a Party (a “
Mediation RequesY, be submitted to nonbinding mediation in accaorawith the then current JAMS International MediatRules (the “
Mediation Rules), except as modified herein. The mediation shalheld in (i) San Jose, California or (ii) suchestplace as the Parties may
mutually agree in writing. The Parties shall hawverty (20) days from receipt by a Party of a MddimRequest to agree on a mediator. If no
mediator has been agreed upon by the Parties wvtitlenty (20) days of receipt by a party of a MediatRequest, then a Party may request (o
written notice to the other Party), that JAMS appai mediator in accordance with the Mediation Rufdl mediation pursuant to this clause
shall be confidential and shall be treated as comjme and settlement negotiations for purposeppliGble rules of evidence, and no oral or
documentary representations made by the Parti@sgdsmich mediation shall be admissible for any paepin any subsequent proceedings. No
Party shall disclose or permit the disclosure of mformation about the evidence adduced or theid@mnts produced by the other Party in the
mediation proceedings or about the existence, otste results of the mediation without the prigitign consent of such other Party, excef
the course of a judicial or regulatory proceeding®may be required by Law or requested by a Govental Authority or securities exchan
Before making any disclosure permitted by the plemesentence, the Party intending to make suatiadisre shall, to the extent reasonably
practicable, give the other Party reasonable writtetice of the intended disclosure and afforddtter party a reasonable opportunity to
protect its interests. If the Dispute has not besiolved within sixty (60) days of the appointmeh& mediator, or within ninety (90) days after
receipt by a Party of a Mediation Request (which@geurs sooner), or within such longer periodn@sRarties may agree to in writing, then
Dispute shall be submitted to binding arbitratioraccordance with Section 7.4

7.4 Arbitration; Litigation.

(a) In the event that a Dispute has not been redakithin sixty (60) days of the appointment of adiator in accordance with
Section 7.3 or within ninety (90) days after receipt by atiyaf a Mediation Request (whichever occurs soqraeryithin such longer period
as the Parties may agree to in writing, then, wllee amount in dispute, inclusive of all claimsl @ounterclaims, totals $250 million or more
or the Dispute involves primarily non-monetary eéliin which case such Dispute shall be addresseddordance with Section 7.4feyuch
Dispute shall, upon the written request of a Péaty" Arbitration Reques? be submitted to be finally resolved by bindindpi&ration pursuant
to the then current CPR Arbitration Commercial Andtion Rules of the American Arbitration Assoaieti(the “_Arbitration Rule$). The
arbitration shall be held in the same locationh@smediation pursuant to Section 713nless otherwise agreed by the Parties in writamy
Dispute to be decided by binding arbitration purdua this_Section 7.4ill be decided (i) before a sole independent aabit if the amount in
dispute, inclusive of all claims and counterclaitesals $50 million or less; or (ii) by a paneltbfee (3) arbitrators if the amount in dispute,
inclusive of all claims and counterclaims, totalsrenthan $50 million but less than $250 million.
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(b) The panel of three (3) arbitrators will be oloss follows: (i) within fifteen (15) days frometidate of the receipt of the
Arbitration Request, each Party will name an aalatr; and (ii) the two (2) Party-appointed arbiratwill thereafter, within thirty (30) days
from the date on which the second of the two (Bjteators was named, name a third, independentraita who will act as chairperson of the
arbitral tribunal. In the event that either Padild to name an arbitrator within fifteen (15) ddrg@m the date of receipt of the Arbitration
Request, then upon written application by eithatyR#hat arbitrator shall be appointed pursuarth®Arbitration Rules. In the event that the
two (2) Party-appointed arbitrators fail to appdhe third, then the third, independent arbitratdr be appointed pursuant to the Arbitration
Rules. If the arbitration will be before a soleépéndent arbitrator, then the sole independentraidyi will be appointed by agreement of the
Parties within fifteen (15) days of the date ofeipt of the Arbitration Request. If the Partiesmatnagree to a sole independent arbitrator, ther
upon written application by either party, the soldependent arbitrator will be appointed pursuarthe Arbitration Rules.

(c) If the amount in dispute, inclusive of all ¢ted and counterclaims, totals $25 million or lessnteach Party shall provide the
arbitrator with its respective resolution of thespute, including the net amount to be paid or kexkby such Party, together with the
supporting calculations and analyses preparedmitpect thereto, and the arbitrator shall sel¢iceethe resolution of the Dispute as propose
by eBay or by PayPal; providedhat the arbitrator may award only one or theeptf the net amounts so submitted. If the amaunispute,
inclusive of all claims and counterclaims, totalsrenthan $25 million but less than $250 milliore #rbitrator(s) will have the right to award,
on an interim basis, or include in the final awady monetary relief which it deems proper in tliewnstances, including money damages
(with interest on unpaid amounts from the due datel) attorneys’ fees and costs. The arbitratoriispecide the substance of all claims in
accordance with applicable Law, including recogdipenciples of equity, and will honor all claimgprivilege recognized by Law. In no ew
shall the arbitrator(s) award any relief not sgealfy requested by the parties or award any irdjngunitive, exemplary, remote, speculative o
similar damages in excess of compensatory damddhe other arising in connection with the transatt contemplated hereby (other than
such Liability with respect to a Thifdarty Claim). Upon selection of the arbitrator@)dwing any grant of interim relief by a speciabarator
or court pursuant to Section 7.8e arbitrator(s) may affirm or disaffirm thatie€, and the parties will seek modification or¢ssion of the
order entered by the court as necessary to acdtindive decision of the arbitrator(s). The awardhef arbitrator(s) shall be final and bindinc
the Parties, and may be enforced in any court ofpatent jurisdiction. The Parties shall share dgulé administration and arbitrator fees
associated with the arbitration.

(d) The initiation of mediation or arbitration puest to this Article Vllwill toll the applicable statute of limitations ftiie duration
of any such proceedings.
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(e) If the amount in dispute, inclusive of all ola and counterclaims, totals $250 million or maréd the Dispute involves
primarily non-monetary relief, then such Disputalshot be submitted to arbitration, and eithertyaray commence litigation in the Delaware
Court of Chancery (or, if such court does not hawgject matter jurisdiction thereof, any other fadler state court located in the State of
Delaware with subject matter jurisdiction).

7.5 Litigation and Unilateral Commencement of Ardtiton. Notwithstanding the foregoing provisions of tAiticle VII , (a) a
Party may seek preliminary provisional or injunetjudicial relief with respect to a Dispute withdinst complying with the procedures set
forth in Sections 7.10 7.4if such action is reasonably necessary to avogparable damage and (b) either Party may initiddi¢ration before
the expiration of the periods specified in Sectiér8and_7.4if (i) such Party has submitted a Mediation Requedgtrbitration Request, as
applicable, and the other Party has failed, withmapplicable periods set forth_in Section,A@agree upon a date for the first mediation
session to take place within thirty (30) days affter appointment of such mediator or such longeaoges the Parties may agree to in writin
(ii) such Party has failed to comply with Sectiad in good faith with respect to commencement and geg@nt in arbitration. In such event,
the other Party may commence and prosecute suithaidn unilaterally in accordance with the Arhition Rules. Immediately following the
issuance of any preliminary provisional or injuretrelief pursuant to clause (a) of the immediapeceding sentence, the Party seeking sucl
relief will consent to the stay of any judicial peeedings pending the resolution of the Disputeyansto the procedures set forth in
Sections 7.10 7.4.

7.6 Conduct During Dispute Resolution Proceldsless otherwise agreed in writing, the Partieslsand shall cause their
respective members of their Group to, continueatoon all commitments under this Agreement and éawtillary Agreement to the extent
required by such agreements during the coursespfitk resolution pursuant to the provisions of gticle VII , unless such commitments are
the specific subject of the Dispute at issue.

ARTICLE VI
FURTHER ASSURANCES AND ADDITIONAL COVENANTS

8.1 Further Assurances

(a) In addition to the actions specifically prouidier elsewhere in this Agreement, each of thei®asghall use its reasonable best
efforts, prior to, on and after the Effective Tint@ take, or cause to be taken, all actions, ambf@r cause to be done, all things, reasonably
necessary, proper or advisable under applicables| sagulations and agreements to consummate ane efifgctive the transactions
contemplated by this Agreement and the Ancillaryesgnents.

(b) Without limiting the foregoing, prior to, on dmfter the Effective Time, each Party hereto st@tiperate with the other Party,
and without any further consideration, but at theemse of the requesting Party, to execute andedelr use its reasonable best efforts to
cause to be executed and delivered, all instrumemsiding instruments of conveyance, assignmadtteansfer, and to make all filings with,
and to obtain all Approvals or Notifications of yaBovernmental Authority or any other Person urader permit, license, agreement, indentur
or other instrument (including any Governmental Agyals) and to take all such other actions as Satty may reasonably be requested to
by the other Party from time to time,
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consistent with the terms of this Agreement andiheillary Agreements, in order to effectuate tlmevisions and purposes of this Agreement
and the Ancillary Agreements, the transfers ofRagPal Assets and the eBay Assets, the assignmeatsaumption of the PayPal Liabilities
and the eBay Liabilities and the other transactmorgemplated hereby and thereby. Without limitimg foregoing, each Party will, at the
reasonable request, cost and expense of the adingr Bake such other actions as may be reasomallyssary to vest in such other Party good
and marketable title to the Assets transferredlocaed to such Party under this Agreement orarihie Ancillary Agreements, free and clear
of any Security Interest, if and to the extensipracticable to do so.

(c) On or prior to the Effective Time, eBay and Palin their respective capacities as direct addéat stockholders of the
members of their respective Groups, shall eacfyratiy actions that are reasonably necessary amrathesto be taken by eBay, PayPal or any
of the members of their respective Groups, as&ise may be, to effectuate the transactions conéetpby this Agreement and the Ancillary
Agreements.

ARTICLE IX
TERMINATION

9.1 Termination This Agreement and all Ancillary Agreements maytérminated and the Distribution may be amendedlified
or abandoned at any time prior to the Effective &iny eBay, in its sole and absolute discretiomouit the approval or consent of any other
Person, including PayPal. After the Effective Tirties Agreement may not be terminated except bgggaement in writing signed by a duly
authorized officer of each of the Parties.

9.2 Effect of Termination In the event of any termination of this Agreemerobr to the Effective Time, no Party (nor anyjitsf
directors, officers or employees) shall have arabllity or further obligation to the other Party tBason of this Agreement.

ARTICLE X
MISCELLANEOUS

10.1 Counterparts; Entire Agreement; Corporate Powe

(a) This Agreement and each Ancillary Agreement iipagxecuted in one or more counterparts, all aflwbkhall be considered ¢
and the same agreement, and shall become effedtign one or more counterparts have been signeddiyaf the Parties and delivered to the
other Party.

(b) This Agreement, the Ancillary Agreements anel Exhibits, Schedules and appendices hereto anetoheontain the entire
agreement between the Parties with respect tauthject matter hereof, supersede all previous agga&snnegotiations, discussions, writings,
understandings, commitments and conversationsregbect to such subject matter, and there are me@gnts or understandings between th
Parties other than those set forth or referreceteih or therein.
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(c) eBay represents on behalf of itself and eabkrahember of the eBay Group, and PayPal represartighalf of itself and each
other member of the PayPal Group, as follows:

(i) each such Person has the requisite corporatéher power and authority and has taken all catgoor other action
necessary in order to execute, deliver and pertbisnAgreement and each Ancillary Agreement to Wwhids a party and to consummate
the transactions contemplated hereby and thereloly; a

(ii) this Agreement and each Ancillary Agreemenwich it is a party has been duly executed antveled by it and
constitutes a valid and binding agreement of iberdable in accordance with the terms thereof.

(d) Each Party acknowledges that it and each &®hey is executing certain of the Ancillary Agreartseby facsimile, stamp or
mechanical signature, and that delivery of an etegtoounterpart of a signature page to this Agreemeany Ancillary Agreement (whether
executed by manual, stamp or mechanical signabyrécsimile or by email in portable document fotfRDF) shall be effective as delivery
such executed counterpart of this Agreement orfargjllary Agreement. Each Party expressly adopts @nfirms each such facsimile, stamp
or mechanical signature (regardless of whetheveladd in person, by mail, by courier, by facsinateby email in portable document format
(PDF)) made in its respective name as if it weneamual signature delivered in person, agreestthall inot assert that any such signature or
delivery is not adequate to bind such Party tostiree extent as if it were signed manually and dediy in person and agrees that, at the
reasonable request of the other Party at any ttmaél] as promptly as reasonably practicable cae@eh such Ancillary Agreement to be
manually executed (any such execution to be dseoflate of the initial date thereof) and delivaregerson, by mail or by courier.

10.2_Governing Law This Agreement and, unless expressly providegttheeach Ancillary Agreement (and any claims igpdtes
arising out of or related hereto or thereto ot transactions contemplated hereby and theretnytbe inducement of any party to enter he
and therein, whether for breach of contract, tagioonduct or otherwise and whether predicatecbamuon law, statute or otherwise) shall be
governed by and construed and interpreted in aaceewith the Laws of the State of Delaware irretipe of the choice of laws principles of
the State of Delaware including all matters of di&yi, construction, effect, enforceability, perfante and remedies.

10.3_Assignability. Except as set forth in any Ancillary Agreemehis tAgreement and each Ancillary Agreement shalbibeing
upon and inure to the benefit of the Parties ardotirties thereto, respectively, and their respeatiiccessors and permitted assigns; providec
that neither Party nor any such party thereto nsajga its rights or delegate its obligations urtiex Agreement or any Ancillary Agreement
without the express prior written consent of tHeeotParty hereto or other parties thereto, as egdgk. Notwithstanding the foregoing, no such
consent shall be required for the assignment @frtys rights and obligations under this Agreenmemd the Ancillary Agreements (except as
may be otherwise provided in any such Ancillary égment) in wholei(e., the assignment of a party’s rights and obligationder this
Agreement and all Ancillary Agreements all at thens time) in
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connection with a change of control of a Partymsyglas the resulting, surviving or transferee Reessumes all the obligations of the relevant
party thereto by operation of Law or pursuant t@agreement in form and substance reasonably satisfato the other Party. Nothing hereir
intended to, or shall be construed to, prohibheitParty or any member of its Group from beingyptr or undertaking a change of control.

10.4 ThirdParty Beneficiaries Except for the indemnification rights under tAigreement of any eBay Indemnified Party or Pa)
Indemnified Party in their respective capacitiesach, (a) the provisions of this Agreement andheaacillary Agreement are solely for the
benefit of the Parties and are not intended toerompon any Person except the Parties any rightsneedies hereunder, and (b) there are no
third-party beneficiaries of this Agreement or @mcillary Agreement and neither this Agreement any Ancillary Agreement shall provide
any third person with any remedy, claim, Liabilitgimbursement, claim of action or other right xtess of those existing without reference to
this Agreement or any Ancillary Agreement.

10.5 Notices All notices, requests, claims, demands or otberraunications under this Agreement and, to thenéxspplicable
and unless otherwise provided therein, under eatedAncillary Agreements shall be in writing, &ifer with a copy by electronic mail
(which shall not constitute notice), and shall beeg or made (and shall be deemed to have beengiwdyp or made upon acknowledgment of
receipt) by delivery in person, by overnight couservice, or by registered or certified mail (@ag prepaid, return receipt requested) to the
respective Parties at the following addressest(sueh other address for a Party as shall be $peédif a notice given in accordance with this
Section 10.5:

If to eBay, to:

eBay Inc.

2065 Hamilton Avenue
San Jose, California 95125
Attention: General Counsel
Email: mhuber@ebay.com

If to PayPal, to:

PayPal Holdings, Inc.

2211 North First Street

San Jose, California 95131
Attention: General Counsel
Email: apentland@paypal.com

A Party may, by notice to the other Party, chamgeaddress to which such notices are to be given.

10.6_Severability If any provision of this Agreement or any AncijfaAgreement or the application thereof to any Bersr
circumstance is determined by a court of compgteisdiction to be invalid, void or unenforceahtlee remaining provisions hereof or thereof,
or the application of such provision to Personsimumstances or in jurisdictions other
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than those as to which it has been held invalidnenforceable, shall remain in full force and effend shall in no way be affected, impaired ol
invalidated thereby. Upon such determination, thgi€s shall negotiate in good faith in an efforagree upon such a suitable and equitable
provision to effect the original intent of the Rast

10.7 Force MajeureNo Party shall be deemed in default of this Agrest or, unless otherwise expressly provided theesiy
Ancillary Agreement for any delay or failure tofilllany obligation (other than a payment obligatidiereunder or thereunder so long as at
the extent to which any delay or failure in thdfifishent of such obligation is prevented, frustidtéindered or delayed as a consequence of
circumstances of Force Majeure. In the event ofsarch excused delay, the time for performance df sibligations (other than a payment
obligation) shall be extended for a period equahtime lost by reason of the delay. A Partyrmlag the benefit of this provision shall, as
soon as reasonably practicable after the occurreinary such event, (a) provide written noticelte tther Party of the nature and extent of
such Force Majeure condition; and (b) use commigyaiasonable efforts to remove any such causégsesume performance under this
Agreement and the Ancillary Agreements, as appl&as soon as reasonably practicable.

10.8 No SeDff . Except as set forth in any Ancillary Agreemengasrotherwise mutually agreed to in writing by Beeties, neither
Party nor any member of such Party’s Group shalelany right of set-off or other similar rights tvitespect to (a) any amounts received
pursuant to this Agreement or any Ancillary Agreemmer (b) any other amounts claimed to be owetthéoother Party or any member of its
Group arising out of this Agreement or any Ancill&greement.

10.9 Publicity. Prior to the Effective Time, each of PayPal aBdyeshall consult with each other prior to issuamy press releases
or otherwise making public statements with respetie Separation, the Distribution or any of tiigeo transactions contemplated hereby or
under any Ancillary Agreement and prior to makimy &lings with any Governmental Authority with mgsct thereto.

10.10_ExpensesExcept as otherwise expressly set forth in thgse&ment or any Ancillary Agreement, or as othegveigreed to in
writing by the Parties, (a) all out-of-pocket feegsts and expenses incurred prior to the Effediwee in connection with the preparation,
execution, delivery and implementation of this Agreent and any Ancillary Agreement, the Separattom Plan of Reorganization, the Form
10, the Distribution and the consummation of tlaasactions contemplated hereby and thereby witidsee by eBay and (b) all out-of-pocket
fees, costs and expenses incurred following thedgffe Time will be borne by the Party or its apphle Subsidiary incurring such fees, costs
or expenses.

10.11 HeadingsThe article, section and paragraph headings twtan this Agreement and in the Ancillary Agreenseare for
reference purposes only and shall not affect inveay the meaning or interpretation of this Agreetr@rany Ancillary Agreement.

10.12_Survival of CovenantsExcept as expressly set forth in this Agreememtny Ancillary Agreement, the covenants,
representations and warranties contained in thieé&gent and each Ancillary Agreement, and Liabftitythe breach of any obligations
contained herein, shall survive the Separationthadistribution and shall remain in full force agffiect in accordance with their terms.
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10.13_Waivers of DefaultWaiver by a Party of any default by the othertyPaf any provision of this Agreement or any Anail}
Agreement shall not be deemed a waiver by the wgiliarty of any subsequent or other default, nall #fprejudice the rights of the other
Party. No failure or delay by a Party in exercisamy right, power or privilege under this Agreemenany Ancillary Agreement shall operate
as a waiver thereof, nor shall a single or pagiarcise thereof prejudice any other or furtherese thereof or the exercise of any other right,
power or privilege.

10.14 Specific Performance&ubject to the provisions of Article Vlin the event of any actual or threatened defaulthr breach o
any of the terms, conditions and provisions of fggeement or any Ancillary Agreement, the Partyarties who are, or are to be, thereby
aggrieved shall have the right to specific perfanogaand injunctive or other equitable relief inpest of its or their rights under this Agreenr
or such Ancillary Agreement, in addition to any aldother rights and remedies at law or in equatyd all such rights and remedies shall be
cumulative. The Parties agree that the remedilesvafior any breach or threatened breach, includiogetary damages, are inadequate
compensation for any loss and that any defensmyiraation for specific performance that a remedwatwould be adequate is waived. Any
requirements for the securing or posting of anydbeith such remedy are waived by each of the Partie

10.15 AmendmentsNo provisions of this Agreement or any Ancill&greement shall be deemed waived, amended, supptethe
or modified by a Party, unless such waiver, amemdnseipplement or modification is in writing andrséd by the authorized representative of
the Party against whom it is sought to enforce suaiver, amendment, supplement or modification.

10.16_InterpretationIn this Agreement and any Ancillary Agreemen},Wards in the singular shall be deemed to inchindeplural
and vice versa and words of one gender shall beé@e¢o include the other genders as the contexines] (b) the terms “hereof,” “herein,”
and “herewith” and words of similar import shalhless otherwise stated, be construed to referigoMireement (or the applicable Ancillary
Agreement) as a whole (including all of the ScheduExhibits and Appendices hereto and theretonahtb any particular provision of this
Agreement (or such Ancillary Agreement); (c) ArticBection, Schedule, Exhibit and Appendix refeesrare to the Articles, Sections,
Schedules, Exhibits and Appendices to this Agreerwrthe applicable Ancillary Agreement) unlesBestvise specified; (d) unless otherwise
stated, all references to any agreement shall emee to include the exhibits, schedules and anrtexasch agreement; (e) the word
“including” and words of similar import when usedthis Agreement (or the applicable Ancillary Agreent) shall mean “including, without
limitation,” unless otherwise specified; (f) the mid'or” shall not be exclusive; (g) unless othemvipecified in a particular case, the word
“days” refers to calendar days; (h) referencedtesiness day” shall mean any day other than a &atya Sunday or a day on which banking
institutions are generally authorized or requirgdaw to close in the United States or San Joskfo@da,; (i) references herein to this
Agreement or any other agreement contemplatedrhehgill be deemed to refer to this Agreement on siticer agreement as of the

-68-



date on which it is executed and as it may be aedndodified or supplemented thereafter, unlessraiise specified; and (j) unless expressly
stated to the contrary in this Agreement or in Angillary Agreement, all references to “the datedod,” “the date of this Agreement,”
“hereby” and “hereupon” and words of similar impshtall all be references to June 26, 2015.

10.17 Limitations of Liability. Notwithstanding anything in this Agreement to toatrary, neither PayPal or any member of the
PayPal Group, on the one hand, nor eBay or any reenflihe eBay Group, on the other hand, shalldi®d under this Agreement to the other
for any indirect, punitive, exemplary, remote, agative or similar damages in excess of compengatamages of the other arising in
connection with the transactions contemplated hefetner than any such Liability to the extent galgato a Third-Party with respect to a
Third-Party Claim).

10.18_PerformanceeBay will cause to be performed, and hereby quaes the performance of, all actions, agreements a
obligations set forth in this Agreement or in anycllary Agreement to be performed by any membeahefeBay Group. PayPal will cause to
be performed, and hereby guarantees the perforntdpal actions, agreements and obligations sgi fio this Agreement or in any Ancillary
Agreement to be performed by any member of the BlagPoup. Each Party (including its permitted sssoes and assigns) further agrees tha
it will (&) give timely notice of the terms, conidibts and continuing obligations contained in thiggdement and any applicable Ancillary
Agreement to all of the other members of its Graod (b) cause all of the other members of its Grmto take any action or fail to take any
such action inconsistent with such Party’s obligradi under this Agreement, any Ancillary Agreemerthe transactions contemplated hereby
or thereby.

10.19_Mutual Drafting This Agreement and the Ancillary Agreements shaltleemed to be the joint work product of thei®sirt
and any rule of construction that a document dk@lhterpreted or construed against a drafter df siocument shall not be applicable.

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, the Parties have caused thig@ion and Distribution Agreement to be exectgtheir duly authorized
representatives.

EBAY INC.

By: /s/ John J. Donahoe

Name: John J. Donah
Title: President and Chief Executive Offic

PAYPAL HOLDINGS, INC.

By: /s/ Daniel H. Schulman

Name: Daniel H. Schulme
Title: President and CE-Designee

[Signature Page to Separation and Distribution Agresnt]
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[e], 2015
Dear eBay Inc. (“eBay”) Stockholder:

Exhibit 99.1

In September 2014, we announced plans to separafeayments business and our Marketplaces busifiesseparation will occur by
means of a distribution of a newly formed corpanathamed PayPal Holdings, Inc. (“PayPal”), whichl wontain the businesses that make up
our Payments segment. eBay, the existing publielged corporation, will continue to operate our Kédplaces business. As two distinct
publicly traded corporations, eBay and PayPal bélbetter positioned to capitalize on significamvgh opportunities and focus their resou
on their respective businesses and strategic peieri

eBay and PayPal are two great businesses withigagibbal positions in commerce and payments, rtimady. For more than a decade,
eBay and PayPal have mutually benefited from bparg of one company, creating substantial stocldroldlue. As part of its strategic
planning process, the board of directors has asdegisether eBay and PayPal should remain togdtimil. September 2014, the combination
of the two businesses and the synergies and betiedly offered to each other were so valuablettteaboard determined that separation was
not appropriate. But the commerce and paymentstape is rapidly changing, and each business thffesent competitive opportunities and
challenges. Consequently, in September 2014 thel lteided to separate the businesses. As indepecai@panies, we expect eBay and
PayPal will be sharper and stronger, and more ftasd competitive as leading, standalone compantbeir respective markets. eBay and
PayPal also will benefit from additional flexibiliand agility to pursue new market and partnerspiportunities.

The new eBay will be a global commerce leader adbelieve, the most inspiring and engaging plaadigcover great value and unique
selection anytime, anywhere. We have an increditstyng position, with 155 million active buyers lgédly as of the end of 2014. In 2014,
eBay Marketplaces handled approximately $83 bilbbgross merchandise volume, growing 9% year gear. Additionally, eBay is one of
the world’s top 30 global brands. Offering consusne@orldwide extraordinary value and selection, eBagt more than 800 million live listings
at the end of 2014, and approximately 80% of s@ithg are new. And the company is well-positioned Esder in the growth areas of mobile
and cross-border commerce. With over 250 milliomgBpp downloads since inception, eBay generat8d$iion in mobile volume in 2014.
During the same time, cross-border commerce repted@pproximately 17% of eBay’s gross merchandideme, and 60% of Marketplaces’
revenue was international. Looking ahead, eBayaaititinue to focus on enhancing its unique assetapabilities and creating new
commerce experiences to ensure long-term growttoargbing commerce leadership.

The separation will provide current eBay stockhmddeith equity ownership in both eBay and PayPas. &¥pect that the distribution of
PayPal common stock will be tax-free, for U.S. faflencome tax purposes, to eBay stockholders.

The separation will be effected by means of a pta distribution of 100% of the outstanding shafeBayPal common stock to holder:
eBay common stock. Each eBay stockholder will iee@ine share of PayPal common stock for each slfi@®ay common stock held as of
close of business on July 8, 2015, the record fdatie distribution. No vote of eBay stockholdersequired for the distribution. You do not
need to take any action to receive shares of PaydPamon stock to which you are entitled as an e®®agkholder, and you do not need to pay
any consideration or surrender or exchange youesha eBay common stock.

We encourage you to read the attached informateeraent, which is being provided to all eBay sthmilers who held shares of eBay
common stock on the record date for the distribbutiche information statement describes the sejparatidetail and contains important
business and financial information about PayPal.

We believe the separation provides tremendous ¢ypities for our businesses and our stockholdarsyeawork to continue building
long-term stockholder value. We appreciate youtiooimg support of eBay, and look forward to youture support of both companies.

Sincerely,

John J. Donahoe Pierre M. Omidyar
President and Chief Executive Offic Chairman of the Boar
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P payPai

[e], 2015

Dear Future PayPal Stockholder:

It is my pleasure to welcome you as a future stolddr of our company, PayPal Holdings, Inc. Follogvthe distribution of all of the
outstanding shares of PayPal common stock by eBayd its stockholders, PayPal will be an indegedpublicly traded company focusec
making money work better for people and busineasasnd the world.

The access to and movement of money is an impartariet that affects the lives of almost everyd@er. mission is to increase our
relevance for consumers, merchants, friends andyfamaccess and move their money anywhere imtbied, anytime, on any platform and
through any device (e.g., mobile, tablets, personaiputers or wearables).

We operate a proprietary global technology platftinat connects merchants and consumers aroundatbe. gn 2014, approximately
162 million active customer accounts processed paysmon our platform. Total payment volume overléis¢ 12 months increased by 26% to
$235 billion, as more consumers and merchantsuliuBayPal to pay and get paid. We have signifigkntial reach, processing transactions in
more than 200 markets, allowing our customersdeive payments in more than 100 currencies, withiduads to their bank accounts in 57
currencies and hold balances in their PayPal adsanr26 currencies. We are a leader in mobile patsand processed nearly 1 billion
mobile transactions in 2014 for our customers.

Our stockholder value proposition is simple. Wévstto provide superior returns to PayPal stockéady maintaining our leadership
position in the payments industry and investinthie growth of our newly standalone company.

We invite you to learn more about PayPal, our lessrand our strategic initiatives by reading thedamed information statement. We
urge you to read the information statement cangfafid in its entirety. We are excited by the tredwrs opportunity we have in front of us and
look forward to your support as a holder of our coom stock.

Sincerely,
Daniel H. Schulman

President and CEO-Designee
PayPal Holdings, Inc
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Information contained herein is subject to completbn or amendment. A Registration Statement on Form@ relating to these securities
has been filed with the U.S. Securities and ExchaagCommission under the U.S. Securities Exchange Aat 1934, as amended.

PRELIMINARY AND SUBJECT TO COMPLETION, DATED JUNE 2 6, 2015

INFORMATION STATEMENT

P payPai

PayPal Holdings, Inc.

This information statement is being furnished inmection with the distribution by eBay Inc. (“eBaybd its stockholders of all of the
outstanding shares of common stock of PayPal Hgidimc. (“PayPal”)a wholly owned subsidiary of eBay that will holdeditly or indirectly
the assets and liabilities associated with eBagigients business. To implement the distributiormyeill distribute all of the shares of
PayPal common stock on a pro rata basis to eBaktsttders in a transaction that is intended toifjuak tax-free for U.S. federal income tax
purposes. Please refer to the “Presentation ofrimdtion” below for how we refer to “eBay Inc.,” “el$” and “PayPal” in this Information
Statement.

You will receive one share of PayPal common stackefch share of eBay common stock held of recgrgbl as of the close of busin
on July 8, 2015, the record date for the distritrutiAs discussed under “The Separation and Distaba-Trading Between the Record Date
and Distribution Date,” if you sell your eBay commstock in the “regular-way” market after the ratdate and before the distribution, you
also will be selling your right to receive sharé®ayPal common stock in connection with the sdjmaraThe separation and distribution is
subject to the satisfaction (or to the extent walble, waiver by eBay in its sole discretion) oftagr conditions set forth in more detail in this
information statement. Subject to the satisfactiowaiver of these conditions, PayPal expects liages of PayPal common stock to be
distributed by eBay to you at 11:59 p.m., EastameTl on July 17, 2015. We refer to the date ofdis&ribution of the shares of PayPal
common stock as the “distribution date.”

No vote of eBay stockholders is required for theriiution. Therefore, you are not being askedafproxy, and you are requested not to
send eBay a proxy, in connection with the distiifiut You do not need to pay any consideration, argle or surrender your existing shares of
eBay common stock or take any other action to vecgour shares of PayPal common stock.

There is no current trading market for PayPal comistock, although PayPal expects that a limitecketacommonly known as a “when-
issued” trading market, will develop on or sholilsfore the record date for the distribution, angA& expects “regular-waytading of PayPe
common stock to begin on the first trading daydeiihg the completion of the distribution. PayPas la@plied to have its common stock
authorized for listing on The NASDAQ Stock Marketder the symbol “PYPL.” Following the spin-off, gBaommon stock will continue to
trade on The NASDAQ Stock Market under the symixBAY.”

In reviewing this information statement, you shouldcarefully consider the matters described under the
caption “ Risk Factors” beginning on page 16.

Neither the U.S. Securities and Exchange Commissiaror any state securities commission has approved disapproved these
securities or determined if this information statenent is truthful or complete. Any representation tothe contrary is a criminal offense.

This information statement does not constitute anféer to sell or the solicitation of an offer to buyany securities.
The date of this information statement is [e ], 2015.

This information statement was first mailed to eBaystockholders on or about [e ], 2015.
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Presentation of Information

On September 30, 2014, eBay Inc. (“eBay”) annouriseiditent to separate its payments businessantmdependent, publicly-traded
company. To accomplish this separation, in JanRafyp, eBay incorporated PayPal Holdings, Inc. (FRayHoldings”), which will become the
parent of PayPal, Inc. and will hold directly odirectly all of the assets and liabilities assaaiatvith PayPal, Inc. References to “we,” “our,”
“us,” “the Company” or “PayPalfefer to the combined entities of the paymentsimss of eBay, including PayPal, Inc. and certdieoassel
and liabilities that have been historically heldret eBay corporate level, but are specificallynidfable and attributable to the payments
business.

Except as otherwise indicated or unless the cowtifverwise requires, the information included iis ihformation statement about PayPal
assumes the completion of all of the transactiefeyred to in this information statement in conigectvith the separation and distribution.
References in this information statement to “eBafér to eBay Inc., a Delaware corporation, anddtssolidated subsidiaries, which prior to
the separation and distribution, but not after suete, includes the business and operations ofdtayP

Trademarks, Trade Names and Service Marks

PayPal owns or has rights to use the trademarkgceanarks and trade names that it uses in cotipmwith the operation of its business.
Some of the more important trademarks that Paywasor has rights to use that appear in this infdion statement include: PayPal|
Braintree and Venmo, which may be registered alemzarked in the United States and other jurisdisti®®ayPal’s rights to some of these
trademarks may be limited to select markets. Egatetnark, trade name or service mark of any othepany appearing in this information
statement is, to PayF s knowledge, owned by such other comp:
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QUESTIONS AND ANSWERS ABOUT THE SEPARATION AND DISTRIBUTION

What is PayPal and why is eBay separating Pay s PayPal Holdings, Inc., which is currently a whadhyned subsidiary of eBay, was forn

business and distributing PayPal stock?

Why am | receiving this document?

to own and operate eBay’s Payments business. Haga®n of PayPal from eBay and
the distribution of PayPal common stock are intehteprovide you with equity
ownership in two separate, publicly traded compathat will be able to focus
exclusively on each of their respective businessBay and PayPal expect that the
separation will result in enhanced loteym performance of each business for the ree
discussed in the section entitled “The Separati@hRistribution—Reasons for the
Separatior”

eBay is delivering this document to you becauseare a holder of eBay common stock.
Each holder of eBay common stock as of the recatd @ill be entitled to receive one
share of PayPal common stock for each share of eBaynon stock held at the close of
business on such date. This document will helpymderstand how the separation and
distribution will affect your po-separation ownership in eBay and PayPal, respégt

How will the separation of PayPal from eBay worl To accomplish the separation, eBay will distriballeof the outstanding shares of PayPa

Why is the separation of PayPal structured a
distribution?

What is the record date for the distributior

When will the distribution occur?

What do stockholders need to do to particip
in the distribution?

common stock to eBay stockholders on a pro rate loas distribution intended to be
tax-free for U.S. federal income tax purpos

eBay believes that a tax-free distribution, for Ufedleral income tax purposes, of shares
of PayPal stock to eBay stockholders is an effioresy to separate its Payments busil

in a manner that will create long-term value foagBPayPal and their respective
stockholders

The record date for the distribution will be July2®15.

It is expected that all of the shares of PayPalmomstock will be distributed by eBay
11:59 p.m., Eastern Time, on July 17, 2015 to hsldé record of shares of eBay
common stock at the close of business on July 85,2Me record date for the
distribution. eBay may delay or rescind the disttibn. See “Risk Factors—Risks
Related to the Separation—The distribution of PAgBmmon stock may be delayed or
rescinded if certain required regulatory approaaésnot obtaine”

Stockholders of eBay as of the record date fodth&ibution will not be required to take
any action to receive PayPal common stock in th&idution, but you are urged to read
this entire information statement carefully. Nocktaolder approval of the distribution is
required. You are not being asked for a proxy. ¥owot need to pay any consideration,
exchange or surrender your existing shares of eéBaymon stock or take any other
action to receive your shares of PayPal commorksilease do not send in your eBay
stock certificates. The distribution will not affabe number of outstandir

1
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How will shares of PayPal common stock be issut

How many shares of PayPal common stc
will | receive in the distribution?

Will PayPal issue fractional shares of its comm:
stock in the distribution?

What conditions must be satisfied to complete
the distribution?

shares of eBay common stock or any of your rightaraeBay stockholder, although it
will affect the market value of each outstandingrshof eBay common stoc

You will receive shares of PayPal common stockiugh the same channels that you
currently use to hold or trade shares of eBay comstock, whether through a broker:
account, 401(k) plan or other channel. Receiptayl shares will be documented for
you in the same manner that you typically receharsholder updates, such as mon
broker statements and 401(k) stateme

If you own shares of eBay common stock, includingres owned in certificate form, as
of the close of business on July 8, 2015, the dbdate for the distribution, eBay, with
the assistance of Computershare Trust Company, NtAComputershare, the
distribution agent, will electronically distribughares of PayPal common stock to you ol
to your brokerage firm on your behalf in boektry form. Computershare will mail yot
book-entry account statement that reflects youreshaf PayPal common stock, or your
bank or brokerage firm will credit your account fbe shares

eBay will distribute to you one share of PayPal owm stock for each share of eBay
common stock held by you as of the close of businesthe record date for the
distribution. Based on approximately 1.22 billidrages of eBay common stock
outstanding as of June 1, 2015, a total of apprateiy 1.22 billion shares of PayPal
common stock will be distributed. For additiongbirmation on the distribution, see
“The Separation and Distribution.” PayPal sharesbaing issued on a pro rata basis,
which means that every eBay stockholder will hdneedame ownership percentage in
PayPal following the distribution as they held Beg as of the record dal

No. PayPal will not issue fractional shares otiisnmon stock in the distributio
Fractional shares that eBay stockholders wouldratise have been entitled to receive
any, will be aggregated and sold in the public retly the distribution agent. The
aggregate net cash proceeds of these sales vdistvébuted pro rata (based on the
fractional share such holder would otherwise béledtto receive) to those stockholders
who would otherwise have been entitled to receigetional shares. Recipients of cas
lieu of any fractional shares will not be entitkedany interest on the amounts of payn
made in lieu of fractional share

The distribution is subject to the satisfactionif@uch condition is waiveable, waiver by
eBay in its sole discretion) of the following cotidins:

« the transfer of assets and liabilities from eBajayPal shall be completed in
accordance with the separation and distributioeagent

» eBay shall have received an opinion from eBaytside legal counsel regarding
the qualification of the distribution, togett

2
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with certain related transactions, as transactioasare generally tax free for U.S.
federal income tax purposes under Sections 36§(B){and 355 of the Internal
Revenue Code (tt*Code");

» the U.S. Securities and Exchange Commission“8E€”) shall have declared
effective the registration statement of which ithfermation statement forms a pi
and no stop order suspending the effectivenedseafdgistration statement shall be
in effect and no proceedings for such purpose $leafiending before or threatened
by the SEC

« this information statement shall have been madé#adla to the eBay stockholde

« all actions or filings necessary or appropriatder applicable U.S. federal, U.S.
state or other securities laws shall have beemtakd, where applicable, have
become effective or been accepted by the appligdlernmental entity

* any approvals of any governmental entities rexglifor the consummation of the
separation and distribution have been obtainedijdittg any required approvals of
the Commission de Surveillance du Secteur Finarfttier"CSSF”), the Bank
Centrale du Luxembourg (tt*“BCL") and the European Central Bank (“ECB");

« the transaction agreements relating to the stparshall have been duly executed
and delivered by the partie

* no order, injunction, or decree issued by anyrtoofuicompetent jurisdiction or
other legal restraint or prohibition preventing temsummation of the separation,
distribution or any of the related transactiondidhain effect;

« the shares of PayPal common stock to be disatbshall have been accepted for
listing on The NASDAQ Stock Market, subject to oféil notice of distribution

» eBay shall have transferred or caused the otleenlvars of the eBay Group to
transfer an aggregate of $3.8 billion of cash tpHRé (including through one or
more capital contributions); ar

* no other event or development shall exist or leogairred that, in the judgment of
eBay’s board of directors, in its sole discretimould make it inadvisable to effect
the separation or the distributic

eBay and PayPal cannot assure you that any of tiese conditions will be met and
may also waive any of the conditions to the disttitn. In addition, eBay may delay or
rescind its declaration of the distribution eveteathe record date for the distribution, as
discussed in more detail under “Risk Factors—RR&Rted to the Separation—The
distribution of PayPal common stock may be delayegkscinded if certain required
regulatory approvals are not obtained.” For a cetepdiiscussion of all of the conditions
to the
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What is the expected date of completion of
separation?

distribution, se¢ The Separation and Distribut—Conditions to the Distributio”

The completion and timing of the separation areedépnt upon a number of conditions.
It is expected that the shares of PayPal commank stdl be distributed by eBay at
11:59 p.m., Eastern Time, on July 17, 2015 to thlddrs of record of shares of eBay
common stock at the close of business on July 85 2be record date for the
distribution. However, no assurance can be provasetb the timing of the separation or
that all conditions to the distribution will be m

Can eBay decide to cancel the distribution of PaylYes. Until the distribution has occurred, eBay thasright to terminate the distribution,
common stock even if of all the conditions have even if all of the conditions are satisfied.

been met?

What if | want to sell my shares of eB:

common stock or my PayPal common stock?

You should consult with your financial advisors¢lsas your stockbroker, bank or tax
advisor.

What is“ regular-way”’ and“ ex-distribution” trading Beginning on or shortly before the record datettier distribution and continuing up to

of eBay common stock?

Where will | be able to trade shares of PayPal
common stock?

and through the distribution date, it is expectet there will be two markets in eBay
common stock: a “regular-way” market and an “exriisition” market. Shares of eBay
common stock that trade in the “regular-way” mark@t trade with an entitlement to
shares of PayPal common stock distributed purdoahe distribution. Shares that trade
in the “ex-distribution” market will trade withoain entittement to shares of PayPal
common stock distributed pursuant to the distridmutif you hold shares of eBay
common stock on the record date and then decideltany shares of eBay common
stock before the distribution date, you should mske your stockbroker, bank or other
nominee understands whether you want to sell yioares of eBay common stock with
without your entitlement to PayPal common stockspant to the distributior

PayPal has applied to list its common stock on NA&DAQ Stock Market under the
symbol “PYPL.” PayPal anticipates that trading lrases of its common stock will begin
on a “when-issued” basis on or shortly before 8419015, the record date for the
distribution, and will continue up to and throudle distribution date and that “regular-
way” trading in PayPal common stock will begin twe first trading day following the
completion of the separation. If trading beginsadwhen-issued” basis, you may
purchase or sell PayPal common stock up to andigfir¢the distribution date, but your
transaction will not settle until after the distrthon date. PayPal cannot predict the
trading prices for its common stock before, onfterahe distribution date

4
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What will happen to the listing of eBa
common stock?

Will the number of shares of eBay commu
stock that | own change as a result of the
distribution?

Will the distribution affect the market price ¢
my eBay common stock?

What are the material U.S. federal income tax
consequences of the distribution?

What will PayPal’s relationship be with eBay
following the separation?

eBay common stock will continue to trade on The MA®) Stock Market after the
distribution under the symb“EBAY.”

No. The number of shares of eBay common stockykatown will not change as a res
of the distribution.

Yes. As a result of the distribution, eBay expéitstrading price of shares of eBay
common stock immediately following the distributitmbe lower than the “regular-way”
trading price of such shares immediately prioti® distribution because the trading p
will no longer reflect the value of the Paymentsibass. There can be no assurance the
the aggregate market value of the eBay common stndkhe PayPal common stock
following the separation will be higher or loweaththe market value of eBay common
stock if the separation and distribution did natuwrc This means, for example, that the
combined trading prices of one share of eBay comstock and one share of PayPal
common stock after the distribution may be equagjteater than or less than the trading
price of one share of eBay common stock beforalisteibution.

It is a condition to the completion of the disttiiom that eBay receive an opinion from
eBay’s outside legal counsel regarding the qualifia of the distribution, together with
certain related transactions, as transactionsatieagenerally tax-free for U.S. federal
income tax purposes under Sections 368(a)(1)(D)3&bddof the Code. Assuming that
distribution, together with certain related trargats, so qualifies, you will not recogni
any gain or loss and no amount will be includegldar income, upon your receipt of
shares of PayPal common stock pursuant to thehdistn for U.S. federal income tax
purposes. You will, however, recognize gain or liesdJ.S. federal income tax purposes
with respect to cash received in lieu of a fradishare of PayPal common sto

You should consult your own tax advisor as to tagipular consequences of the
distribution to you, including the applicability dueffect of any U.S. federal, state and
local tax laws, as well as foreign tax laws. Forenaformation regarding the material
U.S. federal income tax consequences of the digtob, see the section entitled
“Material U.S. Federal Income Tax Consequel’

After the distribution, eBay and PayPal will be @egie companies with separate
management teams and separate boards of diredetyBal will enter into a separation
and distribution agreement with eBay to effectdbparation and provide a framework
for PayPal’s relationship with eBay after the safian and will enter into certain other
agreements, such as an operating agreement, ditnaisgrvices agreement, a tax mal
agreement, an employee matters agreement, aretttedl property matters agreement,
colocation services agreements, a data sharinghdddeand a product development
agreement. These agreements will provide for tleeaion between PayPal and eBay of
eBay's assets, employe¢

5
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Who will manage PayPal after the separatio

Are there risks associated wi
owning PayPal common stock?

Does PayPal plan to pay dividend

Will PayPal incur any indebtedness pric
to or at the time of the distribution?

Who will be the distribution agent, transfe

liabilities and obligations (including its investnts, property and employee benefits and
tax-related assets and liabilities) attributablpedods prior to, at and after PayPal's
separation from eBay and will govern the relatigpstbetween PayPal and eBay
subsequent to the completion of the separationaBditional information regarding the
separation and distribution agreement and othas&@tion agreements, see the sections
entitled “Risk Factors—Risks Related to the Sepamat&and “Certain Relationships and
Related Party Transactio”

PayPal will benefit from a management team witledensive background in the
payments industry. Led by Daniel H. Schulman, wliblve PayPal’s Chief Executive
Officer and President after the separation, PagPaiinagement team will possess deep
knowledge of, and extensive experience in, its stigu For more information regarding
PayP¢’'s management, s“Managemen”

Yes. Ownership of PayPal common stock is subjebbtb general and specific risks
relating to PayPal’'s business, the industry in Wlii@perates, its ongoing contractual
relationships with eBay and its status as a sepgpablicly traded company. Ownership
of PayPal common stock is also subject to rislatired to the separation. These risks are
described in the “Risk Factors” section of thisoimfhation statement beginning on page
15. You are encouraged to read that section céye

PayPal does not currently expect that it will payegular cash dividend. The declaration
and payment of any dividends in the future by Payilhbe subject to the sole
discretion of its board of directors and will dedampon many factors. See “Dividend
Policy.”

See “Description of Material Indebtedness” and kRtgactors—Risks Related to
PayP¢'s Busines!”

The distribution agent, transfer agent and regi$trathe PayPal common stock will be

agent and registrar for the PayPal common stock€omputershare. For questions relating to the tearm@fmechanics of the stock

Where can | find more information abot
eBay and PayPal?

distribution, you should contact Computershareftek at (877) 37-6374.

Before the distribution, if you have any questiogiating to eBay’s business
performance, you should conta

eBay Inc.

2065 Hamilton Avenue

San Jose, California 95125
Attention: Investor Relations
(408) 376-7493

After the distribution, PayPal stockholders whodawny questions relating to PayPal’s
business performance should contact PayP

PayPal Holdings, Inc
2211 North First Street

6
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San Jose, California 95131
Attention: Investor Relations
investorrelations@paypalcorp.com

The PayPal investor relations website will be asitds prior to the distribution at
http://investor.payp«corp.com.
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INFORMATION STATEMENT SUMMARY

Except as otherwise indicated or unless the comttidrwise requires, the information included irstimformation statement about
PayPal assumes the completion of all of the tratisas referred to in this information statementomnection with the separation a
distribution. Unless the context otherwise require$erences in this information statement to “Pal/Refer to PayPal Holdings, Inc., a
Delaware corporation, and its combined subsidiariReferences to PayF's historical business and operations refer to flusiness and
operations of eBayg Payments business that will be transferred toFR@&yn connection with the separation and distribat References i
this information statement to “eBay” refer to eBlag., a Delaware corporation, and its consolidagdsidiaries, which prior to the
distribution, but not after such date, includes bhusiness and operations of PayPal.

PayPal

PayPal is a leading technology platform company ¢hables digital and mobile payments on behatfoolsumers and merchants
worldwide. We put our customers at the center efghing we do. We strive to increase our relevédoceonsumers, merchants, friends
and family to access and move their money anywinetifee world, anytime, on any platform and throwagty device (e.g., mobile, tablets,
personal computers or wearables). We provide seiféisimpler ways for businesses of all sizes tegtgoayments from merchant
websites, mobile devices and applications, andfiteretail locations through a wide range of psnt solutions across our Payments
Platform, including PayPal, PayPal Credit, Venmd Bnaintree products.

We enable global commerce by providing paymentt&ois for our approximately 162 million active cmster accounts in over 200
markets, while providing customers a choice of by would like to pay or get paid. A market isemgraphic area or political
jurisdiction, such as a country, territory or piteate, in which we offer our services. A countgyritory or protectorate is identified by
distinct set of laws and regulations. An activetomer account is a registered account that suadBssént or received at least one
payment or payment reversal through our Paymeat$oin, excluding transactions processed througlgateway products, in the past
12 months. Our gateway products include our Payf@ayments and certain Braintree products. A payma&eway links a merchant’s
website to that merchant’s processing network aacthant account.
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We offer our customers the flexibility to use theatount to both purchase and be paid for goodselss transfer and withdraw
funds. A consumer can typically fund a purchasaegisi bank account, a PayPal account balance, aaP@y#lit account, a credit or debit
card, or other stored value products such as caugod gift cards. Our PayPal and Venmo productsratike it safer and simpler for
friends and family to transfer funds to each otlsng several of these funding sources. We offechemts an end-to-end payments
solution that provides authorization and settlenoapiabilities, as well as instant access to fuléishelp merchants connect with their
customers and manage risk. We measure the releefoce products in the lives of our customers, Hratefore the success of our
business, through both payment volume and paymamgdctions. Payment volume is the value of paysneet of payment reversals,
successfully completed through our Payments Platfexcluding transactions processed through owvwgat products (“Total Payment
Volume” or “TPV”). During 2014, our TPV was approxately $235 billion, representing growth of 26% 1026813. “Payment
transactions” is the total number of payments ofigiayment reversals, successfully completed thraug Payments Platform, excluding
transactions processed through our gateway prodDating 2014, payment transactions were approxaipat.0 billion, representing
growth of 22% over 2013.

Strong Foundation

L2 $235 Billion il +26%

Total Payment Valume Total Payment Vidlume Growth YoY

MNew Markets Added In 2014

& 4 Billion

Payment Transactions Payrment Tranaacton Growth Yo

162 Million +19M

Active Customer Accounts Active Cuslorrar Accaimnts Galresd i 2014

| [ e e P W I S )
Al melniss a8 af G A0 &

Our Payments Platform is built to make the existifgbal financial infrastructure work for peoplethre digital age. PayPal allows
people to make seamless transactions betweenatiffararkets and networks. Our Payments Platformexis with financial institutions
around the world, and allows consumers to makehas&s using a broad range of payment methodsdiegaiof where a merchant is
located. Consumers who use our Payments Platfonneregage in cross-border shopping by sending pagmerach other in over 200
markets across the globe and in more than 100rmie® This enables merchants to increase salamedby allowing them to sell across
borders to a much larger base of consumers.

We generate revenues by charging fees for provitlamgsaction processing and other payment-relaedces, primarily based on
the volume of activity, or TPV, processed througih Bayments Platform. We also
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earn revenue by providing value added servicestsumers and merchants, such as PayPal Creditgisour revenue growth is
influenced by, among other things, consumer spgnplatterns, merchant adoption of payment methdukyr dhan traditional credit and
debit cards and cash, the expansion of multi-cHametel, the growth of mobile devices and mercheapplications on those devices, the
growth of consumers with access to the internetallyg, the pace of transition from paper-based ®aohpayment to digital forms of
payment, our share of the digital payments magddd, our ability to innovate new methods of paynikat merchants and consumers fing
to be valuable. Our strategy is to drive revenuewtn by:

. Growing our core businesses globally througbeexling our base of active customer accounts,asorg our customersise ol
our products and services by better addressingusiomers’ everyday needs in managing and movinmgesnand expanding
the adoption of our solutions by new merchantsamsumers

. Diversifying our existing business by seekimgvrareas of growth in markets around the worldfandsing on innovation both
in the digital and the physical worl

. Providing software application developers vidhbls to quickly and easily integrate PayPal’s grpayment solutions into
merchant and next generation mobile applicationd;

. Leveraging the data we accumulate through procgssamsactions to build strong risk capabilitiesttenable the identificatic
of illegal, high-risk, or fraudulent transactiongthe highest level of accuracy, without impagtlagitimate transactions and
while incurring minimal losse:

Our Strategy for Driving Growth

® ® @ @

Grow our active Increase customer Increase merchant Expand glabally
account base engagement adoption of solutions

Drive innovation to Equip developers with Leverage and extend
launch new services the best tools Risk Management

PayPal is a popular form of payment for mobile cargr, and our business has grown with the increadeption of mobile
devices. In December 2013, we completed our adouisdf Braintree to strengthen our position in i@Ipayments and extend our
coverage to a new class of retailers who offertbeivices primarily through mobile applications part of that acquisition, we also
acquired Venmo, which offers a leading mobile aggilon to move money between friends and familpgisheir mobile device.
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We operate globally and in a rapidly evolving regaty environment characterized by a heightenedladgry focus on all aspects
the payments industry. Some of the laws and reigalato which we are subject were enacted recamitymany such laws and
regulations, including those enacted prior to ttheeat of digital and mobile payments, are contiguim evolve through legislative and
regulatory action and judicial interpretation. Cgas in or non-compliance with laws and regulati@hgnges in the interpretation of lawd
and regulations, and the enactment of new lawsegaations applicable to us could have a matadakrse impact on our business.
Therefore, we monitor these areas closely to ersumliant solutions for our customers who depemd®

Summary of Risk Factors

An investment in our common stock is subject tamber of risks, including risks relating to PayBdlusiness, results of operations
and financial condition, risks related to the safian and risks related to our common stock. Sghfleelow are some, but not all, of thesd
risks. Please read the information in the sectaptioned “Risk Factors” for a more thorough degwipof these and other risks.

Risks Related to PayPal's Business, Results of @fens and Financial Condition

. Our operating and financial results come prilmdrom transactions involving payments made ireporting period and are
therefore subject to fluctuations that could adelraffect our business, financial condition, résoff operations and cash
flows, as well as the trading price of our commtutk.

. Global and regional economic conditions could hatmbusiness

. Our success depends to a large degree on ity sibsuccessfully address the rapidly evolvingrket for transactions on
mobile devices

. If we cannot keep pace with rapid technolog@mlelopments to provide new and innovative progrgroducts and services,
the use of our products and our revenues couldnde

. Changes in how consumers fund their PayPal traiosaatould harm our busine:
. Our business is subject to online security risksluding security breache

. Systems failures and resulting interruptionthim availability of our websites, applicationspgucts or services could harm ou
business

. Changes to payment card networks or bank feess,rafgractices could harm our busine

. Failure to deal effectively with fraud, fictitiousansactions, bad transactions, and negative cesterperiences would incre:
our loss rate and harm our business, and couldelgwdiminish merchant and consumer confidencenh @se of our service

. Any factors that reduce crc-border trade or make such trade more difficult ddwdrm our busines

. Our business is subject to extensive governmendatign and oversight relating to the provisiorfinhncial services
. We are subject to consumer protection laws andaégus.

. We are subject to a-money laundering and cour-terrorist financing laws and regulatiol

. Regulation in the areas of privacy and protectibnser data could harm our busine

. PayPal is not a bank or licensed lender indthited States and relies upon third parties to ni@&tes and provide the other
products critical to our busines

. Our credit products expose us to additional ri
. New and proposed laws and regulations could hambwsiness

. Substantial and increasingly intense competitionavade in the global payments industry may harm lousiness

11
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Risks Related to the Separation
. The distribution of PayPal common stock may beydslzor rescinded if certain required regulatoryrapals are not obtaine

. The combined post-separation value of eBayRaydPal common stock may not equal or exceed thegparation value of
eBay common stocl

. We may not achieve some or all of the expectedflierté the separation, and the separation coutcht@ur busines:

. If the distribution, together with certain rid transactions, does not qualify as a transattiahis generally tax-free for U.S.
federal income tax purposes under Sections 36§(B)(&nd 355 of the Internal Revenue Code, or thede,” eBay, PayPal
and eBay stockholders could be subject to sigmifitax liabilities and, in certain circumstanceg, eould be required to
indemnify eBay for material taxes pursuant to indéication obligations under the tax matters agreety

. eBay will be a significant source of our revenuisrahe distribution

Risks Related to our Common Stock

. We cannot be certain that an active tradingketaior our common stock will develop or be sustdimafter the separation, and
following the separation, and the price of our canrstock may fluctuate significantl

. There may be substantial changes in our stockhblales

The Separation and Distribution

On September 30, 2014, eBay announced its intesggarate its Payments business and its Markeplastness into two
independent, publicly traded companies—PayPal &ag.eThe separation will occur by means of a pta distribution to the eBay
stockholders of 100% of the shares of common stbékayPal, which was formed to own and operate &BRgyments business.

On June 26, 2015, the eBay board of directors arthe distribution of all of PayPal’'s issued autistanding shares of common
stock on the basis of one share of PayPal comnoak §br each share of eBay common stock held diseo€lose of business on July 8,
2015, the record date for the distribution.

PayPal's Post-Separation Relationship with eBay

After the distribution, eBay and PayPal will be aegie companies with separate management teanseparhte boards of directors,
PayPal will have entered into a separation andiligion agreement with eBay, which is referredntthis information statement as the
“separation agreement” or the “separation andidigion agreement.” In connection with the separagtPayPal will also enter into
various other agreements to effect the separatidrpeovide a framework for its relationship withaBafter the separation, such as an
operating agreement, a transition services agreemeax matters agreement, an employee matteeg@gnt, an intellectual property
matters agreement, colocation services agreenegedtta sharing addendum and a product developrgesgraent. These agreements wil
provide for the allocation between PayPal and eifa@Bay’s assets, employees, liabilities and oliliges (including its investments,
property and employee benefits and tax-relatedaase liabilities) attributable to periods prior &it and after PayPal’'s separation from
eBay and will govern key relationships between RhgRd eBay after the separation. For additiorfakimation regarding the separation
agreement and other transaction agreements, seedtiens entitled “Risk Factors—Risks Relatechto$eparation” and “Certain
Relationships and Related Party Transactions.”

Reasons for the Separation

In the past, the eBay Inc. board of directors lassiclered whether and when it would make senseparate PayPal from eBay.
Until September 2014, the combination of the tweibesses and the synergies and benefits they dffereach other were so valuable
that the board determined that separation waspprbariate. The eBay board of directors believes the creation of two independent
public companies, with the
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new PayPal operating eBay’s Payments businessBay operating the Marketplaces business is ifbéist interests of eBay and its
stockholders for a number of reasons. The eBaydbofadirectors believes that:

. The separation will allow each business to nedfectively pursue its own distinct operating pities, strategies and
opportunities for lon-term growth and profitability in the global commer@nd payments landsca

. The separation will speed up decision-makingaath company and allow each to adapt more quiokiye rapidly changing
market and customer dynamics in their respectivikets.

. The separation will provide each company wittréased flexibility to pursue new partnership sindtegic opportunities that
may have previously been unavailable for strategiather reason:

. The separation will permit each company to enpént a capital structure appropriate to its sgsatend business needs and to
concentrate its financial resources solely onita operations, providing greater flexibility to iest capital in its business in a
time and manner appropriate for its distinct stratend business needs. This will facilitate a neffieient allocation of capita

. The separation will facilitate incentive compation arrangements for employees more directtitbehe performance of each
company’s business, and enhance employee hiringeg@adtion by, among other things, improving thigrahent of
management and employee incentives with performandegrowth objective:

. The separation will provide each company witlect access to capital markets and facilitateathiity for each to capitalize on
its unique growth opportunities and effect futucguisitions utilizing its common stoc

. The separation will allow investors to sepdset@lue eBay and PayPal based on their distingtstment identities, including
the merits, performance, growth profile, and futprespects of their respective businesses. Theagpawill also provide
investors with two distinct and targeted investmapyortunities

The eBay board of directors also considered a nuwfgotentially negative factors in evaluating threation of independent public
companies, including, among others, risks relatintpe loss of synergy benefits between eBay ag@&aand increased operating costs
and one-time separation costs relating to the ioreaf a new public company, but concluded thataserof the synergy benefits could be
preserved, at least for some significant periotinoé, through the operating and other agreementstat the potential benefits from
separation outweighed these factors. For morerimdtion, see the sections entitled “The Separatmhistribution—Reasons for the
Separation” and “Risk Factors” included elsewharthis information statement.

Corporate Information

PayPal Holdings, Inc. was incorporated in Delawarganuary 2015 for the purpose of owning and dpey&Bay’s Payments
business in connection with the separation andiloligion described herein. Prior to the contribataf this business to PayPal, which will
occur prior to the distribution, PayPal will have operations. The address of PayPal’s principat@xee offices is PayPal Holdings, Inc.,
2211 North First Street, San Jose, California 95P2¥/Pal’s telephone number after the distributidhbe (408) 967-1000. PayPal
maintains an Internet site @tvw.paypal.comand its investor relations site will be accessiilior to the distribution at
http://investor.paypal-corp.comPayPal’'s websites and the information contaiiedein or connected thereto shall not be deeméd to
incorporated herein, and you should not rely onsurgh information in making an investment decision.

Reason for Furnishing this Information Statement

This information statement is being furnished sotelprovide information to stockholders of eBayonill receive shares of PayF
common stock in the distribution. It is not anah@t to be construed as an inducement or encouragembuy or sell any of PayPal’s
securities. The information contained in this imh@tion statement is believed by PayPal to be atezasaof the date set forth on the covel
of this information statement. Changes may occtar &fiat date and neither eBay nor PayPal will tgtlze information except in the
normal course of their respective disclosure oltiliges and practices, or as required by applicabie |
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Summary Historical and Unaudited Pro Forma Condensé Combined Financial Data

The following summary financial data reflects tlenbined operations of PayPal. PayPal derived thereary combined statement
of income data for the years ended December 34,2013 and 2012, and summary combined balance dhteas of December 31,
2014 and 2013, as set forth below, from its auditadbined financial statements, included elsewhretiis information statement. Pay!
derived the summary combined statement of incontee fda the quarter ended March 31, 2015 and 20@4sammary combined balance
sheet data as of March 31, 2015, as set forth hdtom its unaudited combined financial statemeimsuded elsewhere in this
information statement. PayPal derived the summamlined balance sheet data as of March 31, 201&€andmber 31, 2012 from
PayPal's underlying financial records, which weegiwkd from the financial records of eBay. The dnisial results do not necessarily
indicate the results expected for any future periadensure a full understanding of this summamgricial data, you should read the
summary combined financial data presented belogomunction with “Managemerd’Discussion and Analysis of Financial Conditiod
Results of Operations” and the combined finandetiesnents and accompanying notes included elsevilnénés information statement.

The summary unaudited pro forma condensed comliakhce sheet data as of March 31, 2015 has bepaned to reflect the
separation as of March 31, 2015. The unauditedgma condensed combined statement of income dasepted for the year ended
December 31, 2014 and for the quarter ended MatcB@L5 assumes the spff-occurred on January 1, 2014. The assumptioad aac
pro forma adjustments derived from such assumptoadased on currently available information aagHal believes such assumptions
are reasonable under the circumstances.

The unaudited pro forma condensed combined finastEtements may not be indicative of PayPed'sults of operations or financ
condition had the distribution and its anticipapedt-separation capital structure been completeati@dates assumed. Also, they may ndg
reflect the results of operations or financial dtind that would have resulted had PayPal beenatipgy as an independent, publicly
traded company during such periods. In additioay #re not necessarily indicative of its futureutessof operations or financial conditic

Historical basic and diluted earnings per shareatg@resented because PayPal’s financial infoomdtas been prepared on a
combined basis. These financial statements haveeaest prepared for a single legal entity that Hedtescapital throughout the entire
historical period and, accordingly, earnings parstior these periods has not been provided.
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“Capitalization,
statement.

3 Months Ended March 31,

Year Ended December 31

You should read this summary financial data togettith “Unaudited Pro Forma Condensed Combined riéia Statements,”
Selected Historical Combined Bimcial Data of PayPal,” “Management’s Discussiod Analysis of Financial
Condition and Results of Operations” and the comdbifinancial statements and accompanying notesdedl in this information

Pro Forma Pro Forma
2015 2015 2014 2014 2014 2013 2012
(In millions) (In millions)

Combined statement of income dati
Net revenue $ 213¢ $2,137 $187¢ $ 8,01z $8,02¢ $6,727 $ 5,662
Operating incom 314 322 31¢ 1,237 1,26¢ 1,091 88C
Net income 24¢ 25k (382) 391 41¢€ 95¢ 77¢
Pro forma earnings per shz

Basic $0.20 $0.31

Diluted $0.20 $0.31

3 Months Ended March 31, Year Ended December 31
Pro Forma
2015 2015 2014 2014 2013 2012
(In millions) (In millions)

Combined balance sheet data
Cash and cash equivalel $ 6,168 $ 2,36F $ 2,19¢ $ 2201 $1,60¢ $ 1,41
Current asset 21,38: 18,207 15,38: 17,56¢ 14,62( 12,40:
Nonr-current assel 4 56: 4,37 4,451 4,352 4,54( 3,78(
Total asset 25,94 22,57¢ 19,83: 21,91° 19,16( 16,18:
Current liabilities 12,797 13,54¢ 12,25: 13,28: 11,26: 9,57¢
Long term liabilities 61¢ 39C 461 38€ 50¢ 42¢
Total liabilities 13,41¢ 13,93¢ 12,71 13,66¢ 11,77( 10,00:
Total equity 12,52¢ 8,64( 7,12( 8,24¢ 7,39( 6,181
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RISK FACTORS

The following discussion is divided into three grwd. The first section, which begins immediatelpiving this paragraph, discusses
some of the risks that may affect our businessiteesf operations and financial condition. The@ae section, captioned “Risk Related to the
Separation,”discusses some of the risks relating to our plasearate PayPal into an independent publicly tchdempany. The third sectic
captioned “Risks Related to Our Common Stock,” ases some of the risks relating to an investnrmeRaiyPal’'s Common Stock. You should
carefully review all of these sections, as welbas combined financial statements and notes theaatbthe other information appearing in this
report, for important information regarding riskisdt affect us.

Risk Factors That May Affect Our Business, Resultef Operations and Financial Condition

Our operating and financial results come primaffilgm transactions involving payments made in a répg period and are therefore
subject to fluctuations that could adversely affaat business, financial condition, results of ggg@ns and cash flows, as well as the trading
price of our common stoc

Our operating and financial results have varied quarterly basis during our operating history ar&y continue to fluctuate significan
as a result of a variety of factors, including assult of the risks set forth in this “Risk Fagtbsection. It is difficult for us to forecast thevel
or source of our revenues or earnings (loss) atayrdn view of the rapidly evolving nature of dousiness, period-to-period comparisons of
our operating results may not be meaningful, andsfwuld not rely upon them as an indication dfifeitperformance. We do not have
backlog, and substantially all of our net revene®sh quarter come primarily from transactions iawa payments during that quarter. Due to
the inherent difficulty in forecasting revenuessitlso difficult to forecast expenses as a peeggnof net revenues. Quarterly and annual
expenses as a percentage of net revenues reflaated combined financial statements may be sigaifily different from historical or
projected rates. Our operating results in one aerfiture quarters may fall below the expectatiohsecurities analysts and investors. The
trading price of our common stock could declinehpes substantially, as a result of the factorsrilesd in this paragraph.

Global and regional economic conditions could haran business.

Our operations and performance depend significantlglobal and regional economic conditions. Adeersonomic conditions and
events (including volatility or distress in the @guwand/or debt or credit markets and fluctuation®reign currency exchange rates) have in th
past negatively impacted regional and global fin@moarkets and will likely continue to do so fraime to time in the future. These events
conditions could have a negative and adverse ingrathie companies and customers with which we dinbss. In addition, financial turmoil
affecting the banking system or financial marketsld cause additional consolidation of the finahs&vices industry, or significant financial
service institution failures, new or incrementghtiening in the credit markets, low liquidity, aextreme volatility in fixed income, credit,
currency, and equity markets. Adverse impactsecctimpanies and customers with which we do busitlies$anking system, or financial
markets could have a material adverse effect ofbosiness, including a reduction in the volume prices of transactions on our payments
platforms.

Our success depends to a large degree on ourwhilisuccessfully address the rapidly evolving refir transactions on mobile
devices.

Mobile devices are increasingly used for ecommémmesactions and payments. A significant and grgwgiortion of our customers acc
our platforms through mobile devices. We may lasg@mers if we are not able to continue to meettagtomers’ mobile and multi-screen
experience expectations. The variety of technindl@her configurations across different mobileides and platforms increases the challel
associated with this environment. In addition, enber of other companies with significant resouiaed a number of innovative startups have
introduced products and services focusing on mabdekets.
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Our ability to successfully address the challengesed by the rapidly evolving market for mobilengactions is crucial to our continued
success, and any failure to continuously increlaserdlume of mobile transactions effected throughpdatforms could harm our business.

If we cannot keep pace with rapid technologicalelegments to provide new and innovative programsycts and services, the use of
our products and our revenues could decline.

Rapid, significant technological changes contirmiednfront the industries in which we operate,udahg developments in smart cards,
tokenization, ecommerce, mobile, and radio frequema proximity payment devices, such as conta@yments. We cannot predict the
effect of technological changes on our businesadtition to our own initiatives and innovations vely in part on third parties, including
some of our competitors, for the development of armkss to new technologies. We expect that nevicesrand technologies applicable to the
industries in which we operate will continue to egee These new services and technologies may leisupo, or render obsolete, the
technologies we currently use in our products amdises. Incorporating new technologies into owduicts and services may require
substantial expenditures and take considerable @ ultimately may not be successful. In addijtimur ability to adopt new services and
develop new technologies may be inhibited by ingustide standards, payments networks, new laws andatgns, resistance to change fr
consumers or merchants, or third parties’ intellatproperty rights. Our success will depend onataility to develop new technologies and
adapt to technological changes and evolving inglstindards.

Changes in how consumers fund their PayPal tramsastcould harm our business.

We pay significant transaction fees when consurfugrd payment transactions using credit cards, Idees when consumers fund
payments with debit cards, nominal fees when coessiiund payment transactions by electronic trarcfféunds from bank accounts, and no
fees when consumers fund payment transactions droexisting PayPal account balance or through dy@& Credit products. Our financial
success is highly sensitive to changes in theatateéhich our consumers fund payments using creuditdebit cards, which can significantly
increase our costs. Some of our consumers mayrpeefise credit and debit cards if these cardg éfiflectionality and benefits not associated
with the use of their bank accounts. Some of oferinfys, including the ability of consumers to makkémited number of “guest” payments
without opening a PayPal account, have a higherafpayment card funding than our basic produferiofy. An increase in the portion of our
payment volume using credit and debit cards woudtenially and adversely affect our financial penfi@ance. Some of our plans to lower our
funding costs, including both the PayPal Credidpicis and the ability for consumers to defer paytrfera short period of time on some
transactions, may increase the risk to us of nomgsy by consumers. An increase in fees associatbdwr funding mix or in losses
associated with nonpayment by consumers could barmbusiness.

Our business is subject to online security risksluding security breaches.

Our business involves the storage and transmisgionstomers’ personal financial information. Irdaibn, a significant number of our
customers authorize us to bill their payment caabants directly for all transaction and other felearged by us. We have built our reputation
on the premise that our payments platform offestauers a secure way to make payments. An incig@asimber of websites, including those
owned by several other large Internet and offliampanies, have disclosed breaches of their secadtye of which have involved
sophisticated and highly targeted attacks on pustif their websites or infrastructure. In May 204Bay Inc. publicly announced that
criminals were able to penetrate and steal cedaiia, including user names, encrypted user passveod other non-financial user data from
certain of its Marketplaces business unit databagleish led to Marketplaces requiring a passwosgtrand fewer transactions using our
PayPal services. A breach of security at PayPdtduave negative consequences to our reputatioichvadould result in our customers using
our services less often, and have significant dyteaket financial impact.

17



Table of Contents

The techniques used to obtain unauthorized acdestle, or degrade service, or sabotage systdrasge frequently, may be difficult to
detect for a long time, and often are not recoghirgtil launched against a target. Certain efforéy be state sponsored and supported by
significant financial and technological resourced therefore may be even more difficult to detésta result, we may be unable to anticipate
these techniques or to implement adequate prewsntatasures. Unauthorized parties may also atteargdin access to our systems or
facilities through various means, including hackingp our systems or facilities, fraud, trickeryather means of deceiving our employees,
contractors and temporary staff. A party that ile ab circumvent our security measures could misgmpate our or our customers’ personal
proprietary information, cause interruption in ayerations and damage our computers or those afustiomers. In addition, our customers
have been and likely will continue to be targetgghbrties using fraudulent “spoof” and “phishinghails to misappropriate user names,
passwords, payment card numbers, or other pergdpamnation or to introduce viruses or other malevifirough “trojan horse” programs to
our customers’ computers. Also, our informatiorhtemogy and infrastructure may be vulnerable toecghiacks or security incidents and third
parties may be able to access our customers’ gtapyiinformation and payment card data that aneedton or accessible through our system:
Any security breach at a company providing servtoass or our customers could have similar effd@ésause we promote to our customers
that our payments platform offers a secure way a@ypayments, a security breach would have a ggnifimpact on our reputation.

In addition, under payment card rules and our @atsrwith our card processors, if there is a bredgayment card information that we
store, or that is stored by our direct payment paotessing customers, we could be liable to tlyeneat card issuing banks for their cost of
issuing new cards and related expenses. If we weable to accept payment cards, our business vibeulchrmed. Additionally, financial
services regulators in various jurisdictions, inlihg the United States and the European Union, lmapgkemented or are considering proposals
to impose new authentication requirements on bankispayment processors intended to reduce onhwel fivhich could impose significant
costs, require us to change our business practitaes it more difficult for new customers to joiayPal, and reduce the ease of use of our
products, which could harm our business.

We may also need to expend significant additioesburces to protect against security breachesredtess problems caused by
breaches. These issues are likely to become mffimitiand costly as we expand the number of mirkéere we operate. Additionally, our
insurance policies carry low coverage limits, whicly not be adequate to reimburse us for lossesedawy security breaches and we may no
be able to fully collect, if at all, under thessumnance policies.

Systems failures and resulting interruptions in d@hailability of our websites, applications, prodsior services could harm our business.

Our systems may experience service interruptiortiegradation because of hardware and softwaretdefemalfunctions, computer
denial-of-service and other cyberattacks, humaor ggarthquakes, hurricanes, floods, fires, natlisgsters, power losses, disruptions in
telecommunications services, fraud, military orjical conflicts, terrorist attacks, computer viess or other events. Our systems are also
subject to break-ins, sabotage and intentionala&otandalism. Some of our systems are not fultjurelant and our disaster recovery planning
is not sufficient for all eventualities. In additioas a provider of payments solutions, we areestlhp increased scrutiny by regulators that ma
require specific business continuity and disasteovery plans and more rigorous testing of suchspl@his increased scrutiny may be costly
and time consuming and may divert our resources frsther business priorities.

We have experienced and will likely continue to exgnce system failures, denial of service attaridsother events or conditions from
time to time that interrupt the availability or tex the speed or functionality of our websites iauadbile applications. These events have
resulted and likely will result in loss of revendeprolonged interruption in the availability ordection in the speed or other functionality of
our websites and mobile applications could matlgrtzirm our business. Frequent or persistent impdions in our services could
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cause current or potential customers to believedhiasystems are unreliable, leading them to $wtitcour competitors or to avoid our sites,
and could permanently harm our reputation and laMdreover, to the extent that any system faiturgimilar event results in damages to
customers or their businesses, these customer seek significant compensation from us for thesses and those claims, even if
unsuccessful, would likely be time-consuming anstlydor us to address.

Our website has suffered significant intermittemawailability, including for example, transactiailfires which affected some customers
in the United Kingdom for over 24 hours in Auguétl2 and mobile login failures which affected sorastomers for several hours in April
2014. Reliability is particularly critical for ussbause the full-time availability of our PayPah$egs is critical to our goal of gaining
widespread acceptance among consumers and merébiadigital and mobile payments. We have undematertain system upgrades and re-
platforming efforts designed to improve our rellapiand speed. These efforts are costly and tioresaming, involve significant technical risk
and may divert our resources from new featurespaoducts, and there can be no guarantee that éfiests will succeed. Because we are a
regulated financial institution, frequent or petesi site interruptions could lead to regulatorsusay, significant fines and penalties, or
mandatory and costly changes to our business pes¢tand ultimately could cause us to lose exiditegses we need to operate or prevent us
from obtaining additional licenses that we needxpand.

We also rely on facilities, components and servizgsplied by third parties, including eBay, and business may be materially adver:
affected to the extent these components or serdicemt meet our expectations or these third padéase to provide the services or facilities.
In particular, a decision by any of our third pamysting providers to close a facility that we asald cause system interruptions and delays,
result in loss of critical data and cause lengtttgriruptions in our services. We do not carry bessninterruption insurance sufficient to
compensate us for losses that may result fromrigg&ons in our service as a result of systemsifedl and similar events.

Changes to payment card networks or bank feess rotepractices could harm our business.

We do not directly access the payment card netwstch as Visa and MasterCard, that enable ouptaree of credit cards and debit
cards (including some types of prepaid cards). Assalt, we must rely on banks or other paymentgssors to process transactions, and mus
pay fees for the services. From time to time, payroard networks have increased, and may increabeifuture, the interchange fees and
assessments that they charge for each transadtich awccesses their networks. Our payment carcepsaes have the right to pass any
increases in interchange fees and assessmentsusrasowell as increase their own fees for prongs#iny changes in interchange fees and
assessments could increase our operating costednce our operating income.

In addition, in some jurisdictions, governmentsénasquired Visa and MasterCard to reduce interobh&egs, or have opened
investigations as to whether Visa's or MasterCaidterchange fees and practices violate antitawstIn the United States, the Federal Res
Board issued a final rule capping debit card irtange fees at significantly lower rates than VisMasterCard previously charged. In the
European Union, the Multilateral Interchange FédIE”) Regulation limits credit and debit interchanfges for payments to 0.3% and 0.2%,
respectively. The MIF Regulation, which is expedietbecome effective in the second half of 2015y significantly impact our pricing policy
in the European Union. Any such material reductiooredit or debit card interchange rates in théééhStates or other markets could
jeopardize our competitive position against tradiéil credit and debit card processors, althougloitld also lower our costs. Future change
those regulations or to our business could poténtiause us to be treated as a payment card nletwbich could subject us to additional
regulation and require us to change our businesgipes, which could reduce our revenue and adyeaffect our business.

We are required by our processors to comply withmgant card network operating rules, including speaperating rules for payment
service providers to merchants, and we have adoesdmburse our processors for
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any fines they are assessed by payment card netvasré result of any rule violations by us or oerchants. The payment card networks set
and interpret the card operating rules. Payment watworks have from time to time alleged thatmasiaspects of our business model violate
these operating rules. If such allegations aregesilved, they could result in material fines ardaities or require changes in our business th
may be costly. The payment card networks could tdeyw operating rules or interpret or re-intergmesting rules that we or our processors
might find difficult or even impossible to follover costly to implement. As a result, we could lose ability to give consumers the option of
using payment cards to fund their payments or kiwéce of currency in which they would like theirddo be charged. If we were unable to
accept payment cards or were meaningfully limitedur ability to do so, our business would be hatme

We and our payment card processors have implemspgdfic business processes for merchants in éodsymply with operating rules
for providing services to merchants, but any falto comply could result in fines. We also coulddmad in the past have been, subject to fine:
from payment card networks if we fail to detectttimerchants are engaging in activities that aegéll or that are considered “high risk,”
primarily the sale of certain types of digital cent. For “high risk” merchants, we must either gr&tvsuch merchants from using our PayPal
services or register such merchants with the payoead networks and conduct additional monitoririthwespect to such merchants. Althot
the amount of these fines has not been materddt®, any additional fines in the future could bmeanaterial and could result in a terminatior
of our ability to accept payment cards or requirargyes in our process for registering new custaridis would significantly damage our
business. Our retail point-ahle solution and PayPal Here product are als@suty) payment card network operating rules, whiely increas
the costs of those products or otherwise negativgbact their deployment.

Failure to deal effectively with fraud, fictitiotiansactions, bad transactions, and negative custoemperiences would increase our loss
rate and harm our business, and could severelyrighimerchant and consumer confidence in and userdagervices.

We incur substantial losses due to claims from goress that merchants have not performed or thatdbeds or services do not match
the merchant’s description. We seek to recover fgges from the merchant, but may not be abledowver in full if the merchant is unwilling
or unable to pay. We also incur losses from claimas the consumer did not authorize the purchass Eonsumer fraud, from erroneous
transmissions and from customers who have closekl decounts or have insufficient funds in thematisfy payments. In addition, if losses
incurred by us related to payment card transacti@e®me excessive, they could potentially resuttuinlosing the right to accept payment
cards for payment. In the event that we were un@béecept payment cards, the number of transacporcessed through our PayPal services
would decrease substantially and our business dmuttarmed. We are similarly subject to the riskafidulent activity associated with
merchants, consumers of PayPal Credit productstarttparties handling our user information. We éngaken measures to detect and reduce
the risk of fraud, but these measures need to bencally improved and may not be effective agaimesty and continually evolving forms of
fraud or in connection with new product offerinfghese measures do not succeed, our businesd beuiarmed.

Any factors that reduce cross-border trade or msikeh trade more difficult could harm our business.

Crossborder trade is an important source of both revemakeprofits for us. For the year ended Decembge2@14, approximately 24%
total payment volume (“TPV”) involved cross-bordexde (i.e., transactions where the merchant andwuoer were in different countries).
Cross-border transactions generally provide higleenues and operating income than similar traimsescthat take place within a single
country or market. Cross-border trade also reptssair primary (or in some cases, only) presen@eitain important markets, such as China

Cross-border trade is subject to, and may be inepldny, foreign exchange rate fluctuations. In addjtthe potential interpretation and
application of laws of multiple jurisdictions (e.the jurisdiction of the merchant and the consyraer often extremely complicated in the
context of cross-border trade. The interpretatiod/ar
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application of such laws could impose restrictionsross-border trade. Any factors that increasectists of cross-border trade or restrict,
delay, or make cross-border trade more difficulingoractical would lower our revenues and profitsl @ould harm our business.

Our business is subject to extensive governmemntatign and oversight relating to the provisionfiofancial services.

We are subject to various laws and regulationséninited States and other countries where we tgpe3ach laws and regulations
include those governing banking, deposit takingssfborder and domestic money transmission, forexghange, and payment services, such
as payment processing and settlement servicede@hkand regulatory requirements that apply teary in the markets where we operate anc
have increased over time as the geographical smugpeomplexity of our business and products hapamoed. While we have a compliance
program focused on compliance with applicable lamnd regulations and have increased the resourdoesi&d to that program in the last
several years, we may still be subject to finegtber enforcement actions in one or more jurisdigior be required to make changes to our
business practices or compliance programs in theduNon-compliance could also result in significeriminal and civil lawsuits, penalties,
forfeiture of significant assets, or other enforeatnactions. Costs associated with fines, enforo¢metions, as well as reputational harm,
changes in compliance requirements or limits onadnility to expand our product offerings could hasar business.

PayPal has obtained licenses to operate as a ni@msynitter (or its equivalent) in the United S¢ate the states where it is required,
the District of Columbia, the U.S. Virgin IslandscaPuerto Rico. Our subsidiary, Venmo, is alsonszsl as a money transmitter in certain U.S
states. As licensed money transmitters, PayPalantho are subject to restrictions with respech#rtinvestment of customer funds,
reporting requirements, bonding requirements aspgdntion by state regulatory agencies. Accordinglycould be subject to liability and/or
additional restrictions, forced to cease doing hess$ with residents of certain states, forced émgh our business practices or be required to
obtain additional licenses or regulatory approtadg could impose substantial cost if we violatesthlaws or regulations.

While we currently allow our consumers with creghitds to send payments from approximately 200 ntsyrises allow customers in only
approximately half of those markets (including thated States) to also receive payments, in soreescaith significant restrictions on the
manner in which customers can withdraw funds. Thieséations may affect our ability to grow in tresarkets. Of the markets whose
residents can use our PayPal services, approxiyrzdainarkets are in member states of the EuropeéonUWe provide localized versions of
our service to customers in the European UnioruindPayPal (Europe) S.ar.l. et Cie, SCA (“PayEatdpe)”), our wholly-owned subsidiary
that is licensed and subject to regulation as & bahuxembourg. Accordingly, PayPal (Europe) ibjgeat to significant fines or other
enforcement action if it violates the disclosueparting, anti-money-laundering, capitalizatiomds management, corporate governance,
privacy, information security, bank secrecy, tas@atisanctions, or other requirements imposed orinipourg banks. Any fines or other
enforcement actions could adversely affect ourriess. In addition, European Union laws and regratare typically subject to different and
potentially inconsistent interpretations by the miies that are members of the European Union, kvbén make compliance more costly and
operationally difficult to manage.

In many markets, such as China, much of Southesistad South America, we serve our customers gfr®ayPal Pte. Ltd., our
wholly-owned subsidiary that is based in SingapBayPal Pte. Ltd. is supervised by the Monetanhgrity of Singapore as a holder of a
stored value facility and does not hold a remitealimense. As a result, PayPal Pte. Ltd. is na &dbbffer remittance payments (including
donations to charities) in Singapore, and can offgr payments for the purchase of goods and sesvin many of the markets (other than
Singapore) served by PayPal Pte. Ltd., it is nesircivhether our Singapore-based service is subjdgto Singapore law or, if it is subject to
local laws, whether such local laws would requigagiment processor like us to be licensed as a twafikancial institution or otherwise.
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In Australia, we serve our customers through PaypRatralia Pty. Ltd., which is licensed by the Aadian Securities and Investments
Commission as a financial product and by the AliatraPrudential Regulation Authority as a purchagagment facility provider, which is a
type of authorized depository institution. Accomglin PayPal Australia would be subject to significfines or other enforcement action if it
violates the disclosure, reporting, anti-money thanmg, capitalization, privacy, corporate goveeor other requirements imposed on
Australian depository institutions.

We are also subject to regulation in other marketshich we do business and we have been and et@eontinue to be required to
apply for various licenses, certifications and tatary approvals in a number of the countries wivegehave operations, such as Canada,
Turkey, China, Mexico, Brazil and Hong Kong. Theem be no assurance that PayPal will be able twirohhy such licenses. Even if PayPal
were able to obtain such licenses, there are suigtaosts and potential product changes invoimadaintaining such licenses, and PayPal
would be subject to fines or other enforcemenbadiiit violates disclosure, reporting, anti-morlayndering, capitalization, corporate
governance or other requirements of such liceridesse factors could impose substantial additioasiscand involve considerable delay to the
development or provision of PayPal’s products iriae countries.

In many other countries it may not be clear whethemre required to be licensed as a bank, finaimsgtution or otherwise. In such
markets, we may rely on partnerships with localkdsaio process payments and conduct foreign excharlgeal currency. Local regulators
may use their power to slow or halt payments talloterchants conducted through our local bankimthpa Such regulatory actions or the
need to obtain licenses, certifications or othgutatory approvals could impose substantial castsiavolve considerable delay to the
provision or development of our PayPal services given market, or could require significant andtyooperational changes or prevent us
from providing any services in a given market.

We are subject to consumer protection laws and legiguns.

We are subject to consumer protection laws andaégos in the United States and the other coumtriavhich we operate. We are
focused on compliance with these laws and reguiatamd have programs designed to comply with naleaisting consumer protection
requirements. However, any errors, failures, oagein complying with such consumer protection lawwd regulations could result in
significant criminal and civil lawsuits, penaltiderfeiture of significant assets, or other enfonemit actions, as well as reputational harm. Any
new consumer protection laws and regulations (anghs to, or expansion of, the interpretation pliegtion of existing laws and regulations)
applicable to us could subject us to additionalrig®ns on our operations, additional compliaaoel licensure requirements, and increased
regulatory scrutiny, which could force us to change business practices or limit our ability togrour business. Costs associated with fin
enforcement actions, changes in compliance reqeinesnor limitations on our ability to grow our Inesss, could have an adverse effect on ot
financial results and harm our business.

Although there have been no definitive interpretasito date, we have taken actions as though owcss are subject to the Electronic
Fund Transfer Act and Regulation E issued by thesGmer Financial Protection Bureau (“CFPB”). Unslach regulations, among other
things, we are required to provide advance disctoetichanges to our services, to follow speciéetr resolution procedures and to reimbi
consumers for losses from certain transactionsathtorized by the consumer. Additionally, even técél violations of these laws can resul
penalties of up to $1,000 for each non-compliaarigaction or up to $500,000 per violation in arasslaction, and we could also be liable for
plaintiffs’ attorneys’ fees. In the second quag&P010, two putative class-action lawsuits (Dewitéernando and Vadim Tsigel v. PayPal, Inc
and Moises Zepeda v. PayPal, Inc.) were filed énUhS. District Court for the Northern District G&lifornia. These lawsuits contain
allegations related to violations of aspects offlectronic Fund Transfer Act and Regulation E wiathtions of a previous settlement
agreement related to Regulation E, and/or allegeviie improperly held consumer funds or otherwisproperly limited consumer accounts.
These lawsuits seek damages as well as changes boigsiness practices, among other remedies. Arditation that there have been
violations of the Electronic Fund Transfer
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Act, Regulation E or violations of other laws rélgtto our business practices could expose ugtufgiant liability. Any changes to our
business practices resulting from these lawsuitédoeequire us to incur significant costs and tpend substantial resources, which could d
other planned product launches or improvementdatider harm our business.

The financial services sector has been increassgtject to regulatory scrutiny. In January 20h2, €FPB finalized rules under
Regulation E, mandated by the Dodd-Frank Act, whéxfuired us, beginning in October 2013, to prowadditional disclosures, error
resolution rights, and cancellation rights to Lt&isumers who make international remittance paysnémtNovember 2014, the CFPB
proposed a new prepaid account rule that wouldyapgbrepaid cards and mobile wallets, includingfRa accounts. In December 2014, we
became subject to CFPB supervision and examingtiosuant to a new regulation that allows the CFP8upervise all companies, including
PayPal, that provide more than one million inteorel money transfers per year. Under the reguiat@PB examiners are now able to
examine us for compliance with the remittance fiemsile and other laws and regulations. For othatters relating to regulation by the CFl
please see the section of this information statémetitied “Business—Legal and Regulatory Procegslin

PayPal (Europe) implements its localized servindsturopean Union countries through a “passportification process through the
Luxembourg regulator to regulators in other Europgaion member states pursuant to European Unicecbies, and has completed the
“passport’notification process in all European Union membmirdries other than Croatia. The regulators indghlmsintries could notify PayF
(Europe) of local consumer protection laws thathappits business, in addition to Luxembourg cansu protection law, and could also see
persuade the Luxembourg regulator to order PayRabfe) to conduct its activities in the local coythrough a branch office. These or
similar actions by these regulators could incréhsecost of, or delay, our plans for expandinglmusiness in European Union countries. In
addition, the countries that are members of th@fean Union may each have different and potentiatlgnsistent interpretations of
regulations implementing the European Union PayrSemntices Directive, which could make complianceeramstly and operationally
difficult to manage. The European Commission happsed revisions to the Payments Services andMaitiey Laundering Directives, which
could further make compliance more costly and aparally difficult to manage. Finally, if the assaif PayPal (Europe) exceed certain
thresholds, or if the European Central Bank deteesithat PayPal is a significant supervised erRisy,Pal (Europe) could become directly
regulated by the European Central Bank rather phimmarily by Luxembourg as a less significant swserd entity, which would likely increa
its costs.

We are subject to anti-money laundering and coutggorist financing laws and regulations.

We are subject to various anti-money launderinganahter-terrorist financing laws and regulatiorsuad the world that prohibit,
among other things, our involvement in transfertimg proceeds of criminal activities. We have paogs designed to comply with new and
existing legal and regulatory requirements. Howgaay errors, failures, or delays in complying witderal, state or foreign anti-money
laundering or counter-terrorist financing laws aegdulations could result in significant criminaldacivil lawsuits, penalties, forfeiture of
significant assets, or other enforcement actionsyell as reputational harm. For a discussion ofdealings with the U.S. Department of
Treasury’s Office of Foreign Assets Control (“OFACpPlease see the section of this information siatd entitled “Business—Legal and
Regulatory Proceedings.”

U.S. regulators have increased their scrutiny afifg@ance with these obligations, which may requisgo further revise or expand our
compliance program, including the procedures wetaiserify the identity of our customers and to maninternational and domestic
transactions. Several countries in which we areleggd have also implemented new anti-money laumgl@nd counteterrorist financing law
and regulations, and we have had to make changag tmmpliance program in response. Regulatonglaey re-examine the transaction
volume thresholds at which we must obtain and kggglicable records or verify identities of customand any change in such thresholds
could result in greater costs for compliance. Castociated with fines or enforcement actions, gbaiin compliance requirements, or
limitations on our ability to grow our
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business could harm our business and any new gmeirts or changes to existing requirements coypdém significant costs, result in delays
to planned product improvements, make it morediffifor new customers to join our network and i@zlthe attractiveness of our products
services.

Regulation in the areas of privacy and protectiémuger data could harm our business.

We are subject to laws relating to the collectiasg, retention, security, and transfer of persgndéntifiable information about our
customers around the world. Much of the persorfatination that we collect, especially financialarnhation, is regulated by multiple laws.
User data protection laws may be interpreted aptlegpinconsistently from country to country. In myacases, these laws apply not only to
third-party transactions, but also to transfersxfifrmation between or among ourselves, our suasel, and other parties with which we have
commercial relations. These laws continue to dgvelavays we cannot predict and that may harm osimess.

Regulatory scrutiny of privacy, user data protettiase of data and data collection is increasing global basis. We are subject to a
number of privacy and similar laws and regulationthe countries in which we operate and these kwasregulations will likely continue to
evolve over time, both through regulatory and liegiige action and judicial decisions. Some of theses impose requirements that are
inconsistent with one another, yet regulators mayrcthat both apply. Complying with these varyimational requirements could cause us to
incur substantial costs or require us to changebasiness practices in a manner adverse to oundassand violations of privacy-related laws
can result in significant penalties. In additioampliance with these laws may restrict our abilityrovide services to our customers that they
may find to be valuable. A determination that tHesge been violations of laws relating to our st under communications-based laws
could expose us to significant damage awards, finesother penalties that could, individually othe aggregate, materially harm our busir
In particular, because of the enormous numbera$ temails and other communications we send t@ostomers, communications laws that
provide a specified monetary damage award or fin@éch violation (such as those described belowldcresult in particularly large awards
fines.

For example, the Federal Communications Commisaimanded certain of its regulations under the TeleptConsumer Protection Act,
or TCPA, in 2012 and 2013 in a manner that coutdeiase our exposure to liability for certain typéselephonic communication with
customers, including but not limited to text messatp mobile phones. Under the TCPA, plaintiffs reagk actual monetary loss or statutory
damages of $500 per violation, whichever is greated courts may treble the damage award for witlfiknowing violations. We are regula
subject to class-action lawsuits, as well as irhligi lawsuits, containing allegations that our bass violated the TCPA. We recently settled
Murray v. Bill Me Later (filed in the U.S. Distric€ourt for the Northern District of lllinois in Jare012), which alleged that Bill Me Later
made calls featuring artificial or prerecorded esiavithout prior consent. These lawsuits, and gbhigate lawsuits not currently alleged as
class actions, seek damages (including statutanagdas) and injunctive relief, among other remedidgen the enormous number of
communications we send to our customers, a detatiomthat there have been violations of the TClPAtber communications-based statutes
could expose us to significant damage awards thadticindividually or in the aggregate, materidiigrm our business. We have also received
inquiries from regulators regarding future revisida our user agreement. See “Business—Legal agdl&ery Proceedings—Regulatory
Proceedings.”

We post on our websites our privacy policies aratiices concerning the collection, use and discéostiuser data. Any failure, or
perceived failure, by us to comply with our pospeivacy policies or with any regulatory requirermreeat orders or other federal, state or
international privacy or consumer protection-reddiavs and regulations could result in proceedorgactions against us by governmental
entities or others (e.g., class action privacgdition), subject us to significant penalties angatiee publicity, require us to change our busii
practices, increase our costs and adversely affedbusiness. Data collection, privacy and sectmdye become the subject of increasing pi
concern. If Internet and mobile customers weresthuce their use of our websites, mobile platfopnsducts, and services as a result of these
concerns, our business could be harmed. As notekakwve are also subject to the possibility of sieggcbreaches, which themselves may re
in a violation of these laws.
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PayPal is not a bank or licensed lender in the BdiStates and relies upon third parties to makesaand provide the other products
critical to our business.

As PayPal is neither a chartered financial insttuhor licensed to make loans in any state, wet malyg on a bank or licensed lender to
offer the PayPal Credit products in the United &aCurrently, when a U.S. consumer makes a puassg a PayPal Credit product, a
chartered financial institution extends credithte tonsumer, funds the extension of credit at thet pf sale, and advances funds to the
merchant. We subsequently purchase and retainohtist receivables related to the consumer loarderbg the chartered financial institution
and, as a result, bear most of the risk of loghénevent of loan defaults. Although the chartdieaincial institution continues to own each of
the consumer accounts, we own most of the relaiedwmner loan receivables, and we are also resgerisibservicing functions related to the
consumer account.

Comenity Capital Bank and WebBank, which are botustrial banks chartered by the State of Utalreatiy issue PayPal Credit
products in the United States, with Comenity Cdjdtnk originating the majority of new loans. Agpaf this arrangement, WebBank has
agreed to take ownership of (and originate loark waspect to) all consumer accounts in the evieattermination or interruption in Comenity
Capital Bank’s ability to lend. Nevertheless, aegrtination or interruption of WebBank’s or Comertgpital Bank'’s ability to lend could
result in the inability to originate any new PayRagdit products, which would require us eithergach a similar arrangement with another
chartered financial institution, which, if possildeall, may not be available on favorable termmgpambtain our own bank charter, which would
be a time-consuming and costly process and woullestius to a number of additional laws and redutat compliance with which would be
burdensome.

The PayPal Credit products also rely on third-pargrchant processors and payment gateways to groeesactions. For the year endec
December 31, 2014, approximately 16% of all tratisaczolume by dollar amount through the PayPaldneroducts was settled through the
facilities of a single vendor. Any disruption teette third-party payment processing and gatewaycssrwould adversely affect the PayPal
Credit products.

Our credit products expose us to additional risks.

Our PayPal Credit products are offered to a witgezof consumers, and the financial success oé thexlucts depends on our ability
and the ability of the banks issuing the PayPatifroducts to manage the credit risk relatechese products. The lenders extend credit ¢
point of sale using our proprietary segmentatioth eredit scoring algorithms and other analyticahtéques designed to analyze the credit ris}
of specific consumers based on their past purchasid payment history as well as their credit stoféese algorithms and techniques ma
accurately predict the creditworthiness of a corsudue to inaccurate assumptions about a particalsumer or the economic environment,
among other factors. The accuracy of the predistaord the ability of the lenders and our abilityrtanage credit risk related to the PayPal
Credit products may also be affected by legal gulaory changes (e.g., bankruptcy laws and minirpagment regulations), competitors’
actions, changes in consumer behavior, and otktarfa A lender may incorrectly interpret the dataduced by these algorithms in setting its
credit policies, which may impact the financialfpemance of the PayPal Credit products. In addjtemonomic and financial conditions may
affect consumer confidence levels and reduce coessirability or willingness to use credit, includithe credit extended by a lender to PayPe
Credit account holders who use the PayPal Creddymts, which could harm our business. As of Deearth, 2014, approximately $20.2
billion of unused credit was available to PayPaditraccount holders. While this amount represtinggotal unused credit available, we have
not experienced, and do not anticipate, that allusfPayPal Credit account holders will access tdire available credit at any given point in
time. In addition, the individual lines of crediiat make up this unused credit are subject to gierr@view and termination by the chartered
financial institutions that are the issuers of Ray®redit products based on, among other thinggat usage and consumer creditworthiness

Over the past several years, the volume of crediineled by the financial institutions issuing tteyPal Credit products has increased. Ir
the United States, we purchase the receivablesngl® these consumer loans
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extended by the issuing banks, and therefore beaigk of loss in the event of loan defaults. Liteer businesses with significant exposure tc
losses from consumer credit, we face the riskBagtPal Credit account holders will default on thpaiyment obligations, making the
receivables uncollectible and creating the rispakntial charg®ffs. The rate at which receivables were chargédofincollectible, or the n
charge-off rate, was approximately 5.67% for thaeryanded December 31, 2014. The non-payment rate@ayPal Credit account holders
may increase due to, among other things, changasderwriting standards by us and the financiditungons issuing the PayPal Credit
products, worsening economic conditions, suchr@e@ssion or greater austerity in various countaad high unemployment rates. Consur
who miss payments often fail to repay their loams] consumers who file for protection under thekbgpicy laws generally do not repay their
loans.

We have entered into an agreement with Synchramn@rly GE Capital Retail Bank) pursuant to whiok, wne of our affiliates, or a
third party partner of ours, will purchase, subjectertain conditions, a dual-branded retail dredid portfolio from Synchrony. We will
ultimately own the related consumer loan receivabléis transaction is currently expected to clagbe fourth quarter of 2016, although th
can be no assurance that this transaction wilectwsterms currently contemplated, or at all. i§ thansaction is consummated, it will increase
the risks relating to our ownership of consumenloeceivables.

In 2013, we began a program, working with WebBdokWebBank to offer working capital financing telected merchants in the Uni
States, and for us to purchase the related redes@®imilar programs are also available in thetéthKingdom and Australia. Loans to
merchants present risks similar to those discuabeue associated with the PayPal Credit products.

We purchase receivables related to PayPal Creafitjots and other credit accounts. If we are untablend our purchase of these
receivables adequately or in a cost-effective marordéf we are unable to efficiently manage thetceesources utilized to purchase these
receivables, our business could be harmed.

New and proposed laws and regulations could harmboginess.

We are subject to laws and regulations affectingdmmestic and international operations in a nunab@ther areas, including data
privacy requirements, intellectual property owngrsind infringement, tax, anti-competition, exp@guirements, anti-corruption, labor,
advertising, billing, promotions, quality of sere& environmental, and health and safety regulstibiis not always clear how these laws and
regulations apply to our business. Many of thegss land regulations were adopted prior to the adektite Internet, mobile, and related
technologies and, as a result, do not contempladeldress the unique issues of the Internet, mabiterelated technologies. Many of these
laws, including some of those that do referencdriternet, mobile and related technologies areesltp interpretation by the courts on an
ongoing basis and, as a result, their applicabdlitg scope remain uncertain.

Compliance with these laws, regulations, and sinnéguirements may be onerous and expensive, af@heas and inconsistencies from
jurisdiction to jurisdiction may further increadetcost of compliance and doing business. For eb@mpw or proposed laws in cert:
countries require us to maintain separate servettsose countries so that all personal data afesis of that country are maintained locally. .
such costs, which may rise in the future as a resuhanges in these laws and regulations oreir thterpretation, could individually or in the
aggregate make our products and services lesstatéréo our customers, delay the introduction @fvrproducts or services in one or more
regions, or cause us to change or limit our busipeactices. We have implemented policies and piwres designed to ensure compliance
applicable laws and regulations, but there candbassurance that our employees, contractors, otsgal not violate such laws and
regulations or our policies and procedures.

Financial and political events have increasedédkellof regulatory scrutiny on large companies, @gllatory agencies may view
matters or interpret laws and regulations diffdsetitan they have in the past and
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in a manner adverse to our business. Our succdssemeased visibility have driven existing busgesthat perceive us to be a threat to their
businesses to raise concerns about our businesslisriodgolicymakers and regulators. These busisemse their trade association groups
employ significant resources in their efforts tasé the legal and regulatory regimes in countriesreswe have significant operations. They
may employ these resources in an effort to chamgéegal and regulatory regimes in ways intenda@daoce the effectiveness of our business
and the ability of customers to use our productssaivices.

As we expand and localize our international adésitwe are increasingly becoming obligated to dgmyith the laws of the countries or
markets in which we operate. In addition, becauseservices are accessible worldwide and we fatdlisales of goods and provide services t
customers worldwide, one or more jurisdictions rakym that we or our customers are required to dgmwjth their laws. Laws regulating
Internet, mobile and related technologies outsidb® United States are generally less favorablestthan those in the United States.
Compliance may be more costly or may require whmge our business practices or restrict our @syand the imposition of any regulations
on us or our customers could harm our businessddiition, we may be subject to multiple overlappiemgal or regulatory regimes that impose
conflicting requirements on us (e.g., in cross-kortdade). Our alleged failure to comply with fgreilaws could subject us to penalties ranging
from criminal prosecution to significant fines tarts on our services, in addition to the significagts we may incur in defending against sucl
actions.

Following the global financial crisis of 2008, Uf8deral lawmakers enacted the Dodd-Frank Act audihg the federal government’s
oversight of consumer financial products and sygteisk in the U.S. financial system. The geneftde of the financial reform law has been,
and we expect will continue to be, to require umtike additional disclosures to our consumers anipose new restrictions and requirem
on certain of our activities, resulting in new cdiapce requirements and obligations that coulddase our costs, may result in increased
litigation and the need to make expensive prodoahges, and could otherwise harm our business.

Substantial and increasingly intense competitiomldwaide in the global payments industry may harm lousiness.

The global payments industry is highly competitivée compete against businesses in varied industniasy of whom are larger than we
are, have a dominant and secure position in ottekrstries, and offer other goods and servicesiisuwmoers and merchants which we do not
offer. As online and offline commerce increasingbnverge, the pace of change, innovation and dismfs increasing. The global payments
industry is rapidly changing, highly innovative aindreasingly subject to regulatory scrutiny, whinhy negatively affect the competitive
landscape. We compete against all forms of paymertsiding:

. pape-based transactions (principally cash and che:

. providers of traditional payment methods, mattrly credit and debit cards, money orders, antbhated Clearing House
transactions (these providers are primarily -established banks

. providers of “digital wallets” which offer cumhers the ability to pay online and/or on mobileides through a variety of payment
methods, including with mobile applications, througpntactless payments, and with a variety of paymeethods

. providers of mobile payments solutions that taenized card data approaches and Near Field Congation (“NFC”)
functionality (including Host Based Card EmulatiSHCE") functionality to eliminate the need for &ysical NFC chip in the
device);

. paymen-card processors that offer their services to mentsh
. providers of“persol-to-persol’ payments that facilitate individuals sending moné an email address or mobile phone num

. providers of mobile payments; a
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providers of card readers for mobile devices andtloér new point of sale and m-channel technologie

We also face competition and potential competifiom:

money remitters

services that provide online merchants thatghio offer their customers the option of payimg purchases from their bank account
or paying on credit in the United States and abyr

issuers of stored value targeted at online paym
other international online paymeservices providers
other providers of online accol-based payment

payment services targeting users of social oétsvand online gaming, often through billing te tonsumer’s mobile phone
account;

mobile payment services between bank accol

payment services enabling banks to offer theiine banking customers the ability to send aneike payments through their bank
account;

online shopping services that provide special sffieiked to a specific payment provider; ¢

services that help merchants accept and manageMitrrencies

Some of these payment providers have greater cestbases, volume, scale, and market share thamyehich may provide significant
competitive advantages. Some of these competitaysaiso be subject to less burdensome licensingramey laundering, counter-terrorist
financing, and other regulatory requirements. Tima&y devote greater resources to the developmentqgiion, and sale of products and
services, and they may offer lower prices or mdiecévely introduce their own innovative progra@usd services that adversely impact our
growth. We also expect new entrants to offer coitipetproducts and services. In addition, some ma&nts provide such services to
themselves. Competing services tied to establibheéts and other financial institutions may offezager liquidity and engender greater
consumer confidence in the safety and efficacyeirtservices. In addition, in certain countriagstsas Germany, Netherlands and Australia,
electronic funds transfer is a leading method ghpent for both online and offline transactions.iAshe United States, established banks and
other financial institutions that do not currendffer online payments could quickly and easily degesuch a service.

We compete primarily on the basis of the following:

ability to attract, retain and engage both merchant consumers with relatively low marketing exgee
ability to show that merchants will achieve increnta sales by offering our PayPal servic

security of transactions and the ability fonsomers to use our PayPal services without sh#rgigfinancial information with the
merchant

simplicity of our fee structure

ability to develop services across multiple comraagigannels, including mobile payments and paynsdrttse retail point of salt
trust in our dispute resolution and buyer and seltetection programs

customer service

brand recognition

website, mobile platform and application onboardi@s-of-use and accessibilit
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. system reliability and data securi
. ease and quality of integration into tt-party mobile applications; ar

. quality of developer tools such as our applicaposgramming interfaces and software developmest

If we are not able to differentiate our businessrfithose of our competitors, drive value for oustomers, and/or effectively align our
resources with our goals and objectives, we mayaable to compete effectively against our conquati Our failure to compete effectively
against any of the foregoing competitive threatddonaterially and adversely harm our business.

We are exposed to fluctuations in foreign curreexghange rates.

We have significant operations internationally this denominated in foreign currencies, primatily Euro, British Pound, and
Australian Dollar, subjecting us to foreign currgmisk. The strengthening or weakening of the Wdd@lar versus the Euro, British Pound, and
Australian Dollar impacts the translation of out revenues generated in these foreign currencieghe U.S. dollar. In 2014, foreign currency
movements relative to the U.S. dollar negativelpaicted net revenues by approximately $25 milliosl(isive of a $36
million negative impact from hedging activities).2013, foreign currency movements relative tolt®. dollar negatively impacted net
revenues by approximately $8 million (inclusiveao$4 million negative impact from hedging activsjieAdditionally, in connection with our
services in multiple currencies, we set our foregohange rates twice per day, and may face finhagposure if we incorrectly set our fore
exchange rates or as a result of fluctuationsiieidm exchange rates between the times that weusdébreign exchange rates. Given that we
also hold some corporate and customer funds inth&-currencies, our financial results are affettedhe translation of these non-U.S.
currencies into U.S. dollars. While we regularlyegrinto transactions to hedge portions of ourifpreurrency translation exposure, it is
impossible to predict or eliminate the effectsto§texposure. Fluctuations in foreign exchangesrateild significantly impact our financial
results.

We are exposed to fluctuations in interest rates.

We are exposed to interest rate risk from our itmaest portfolio and from interest-rate sensitiveeds underlying the customer balances
we hold on our combined balance sheet as custotoeuats. As of December 31, 2014, approximately ®7%ur total cash and investment
portfolio was held in cash and cash equivalentg. d$sets underlying our customer balances we motiincombined balance sheet as
customer accounts are maintained in interest aneinterest bearing bank deposits, time deposit$ lh%. and foreign government and agenc
securities. We seek to preserve principal whilelimgl eligible liquid assets, as defined by the taguy requirements and commercial law in
the jurisdictions in which we operate, equal tteast 100% of the aggregate amount of all custdraknces. We do not pay interest on
amounts due to customers. A 100 basis point adedraege in interest rates would not have a matenjghct on the Company’s financial
assets or liabilities at December 31, 2014 and 2013

Also, fluctuations in interest rates may adverselgact our customers’ spending levels and abilitgl @illingness to pay outstanding
amounts owed to us. Higher interest rates ofteth tedigher payment obligations by customers tangsother lenders under mortgage, credit
card and other consumer loans, which may reduceusiomers’ ability to remain current on their ghlions to us and therefore lead to
increased delinquencies, charge-offs and allowéordean and interest receivable which could havadverse effect on our net earnings.

In addition, we may enter into a new revolving dréakility that could bear interest at a floatirage. As a result, we will be exposed to
fluctuations in interest rates to the extent of lbamrowings under the revolving credit facility.
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Changes to our buyer and seller protection programsld increase our loss rate.

Our buyer and seller protection programs proteathants and consumers from fraudulent transactlareddition, consumers who pay
through PayPal may have reimbursement rights figir payment card company or bank, which in turth séek recovery from us. The risk of
losses from our buyer and seller protection programe specific to individual buyers, sellers amth$actions, and may also be impacted by
regional variations to these programs and modifioatto these programs resulting from changesguolatory requirements or changes that we
decide to implement. Following the distribution, wil extend our protection programs to certaintonsers’ purchases on eBay, and our costs
will therefore increase. See footnote (b) to “UnitadiPro Forma Condensed Combined Financial Statesyid-or the periods presented in the
combined financial statements, payments under thiexgams have ranged between 0.08% and 0.12%\bfohRan annual basis. Historical
trends may not be an indication of future paymenter these programs. Increases in our loss rsiétirey from changes to our buyer and
seller protection programs could harm our business.

Our international operations are subject to incredgisks, which could harm our business.

Our international operations, especially in thetglthiKingdom, Germany (and the other countries effbropean Union) and China, h:
generated a majority of our net revenues in regeats. In addition to uncertainty about our abildygenerate revenues from our foreign
operations and expand into international markbtretare risks inherent in doing business intesnatly, including:

. expenses associated with localizing our praslant services and customer data, including offesirstomers the ability to transact
business in the local currency and adapting oudymts and services to local preferences (e.g., paymethods) with which we
may have limited or no experienc

. trade barriers and changes in trade regulat

. difficulties in developing, staffing, and simultanesly managing a large number of varying foreigarafions as a result of distan
language, and cultural differenci

. stringent local labor laws and regulatio
. credit risk and higher levels of payment fra

. profit repatriation restrictions, foreign curreneychange restrictions or extreme fluctuations neiffn currency exchange rates fc
particular currency

. political or social unrest, economic instabilitgpression, or human rights issu
. geopolitical events, including natural disastetslig health issues, acts of war, and terrori
. import or export regulation:

. compliance with U.S. laws such as the Foreigrr@t Practices Act, and foreign laws prohibitoagrupt payments to government
officials, as well as U.S. and foreign laws destjteecombat money laundering and the financingobrist activities

. antitrust and competition regulatior

. potentially adverse tax developments and conse@se

. economic uncertainties relating to sovereign ahémndebt;

. different, uncertain, or more stringent user pridde; data protection, privacy, and other la
. risks related to other government regulation ounegl compliance with local law

. national or regional differences in macroeconomaagh rates

. local licensing and reporting obligations; ¢

. increased difficulties in collecting accounts readie.

Violations of the complex foreign and U.S. laws aedulations that apply to our international opera may result in fines, criminal
actions, or sanctions against us, our officergusremployees; prohibitions on the
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conduct of our business; and damage to our repataAilthough we have implemented policies and pidoces designed to promote complia
with these laws, there can be no assurance tharoployees, contractors, or agents will not viotaie policies. These risks are inherent in oul
international operations and expansion and maas® our costs of doing business internationalilycanild harm our business.

Use of our payments services for illegal purposmgddcharm our business.

Our payment system is susceptible to potentididgdl or improper uses, including terrorist finarggiillegal online gambling, fraudulent
sales of goods or services, illicit sales of priggion medications or controlled substances, pirafcgoftware, movies, music, and other
copyrighted or trademarked goods, money laundebagk fraud, child pornography trafficking, prohéd sales of alcoholic beverages or
tobacco products, online securities fraud. Theselde®n an increased focus by intellectual prop@ghyts owners and government officials on
the role that payments systems play in the salaraf,payment for, pirated digital goods on therhrg primarily through file sharing services.
Changes in law have increased the penalties ferrmmdiaries providing payment services for ceriléggal activities and additional payments-
related proposals are under active consideratiogobgrnment authorities. Intellectual property tigbwners may seek to bring legal action
against providers of payments solutions, such g@&aand other entities that are peripherally imed in the sale of infringing items. Rights
owners have also increasingly gone into U.S. camtsobtained injunctions requiring us to ceasealliagtransactions for named websites anc
third parties (in most cases located outside thiéedrStates) and to hold the funds of such papw@esling judicial resolution of the rights
owners’ claims, which disrupts the relationshipamsn such parties and us.

Any resulting claims could damage our reputatiod any resulting liabilities, loss of transactiodwme or increased costs could harm
our business.

We are subject to risks associated with informati@seminated through our services.

Online services companies may be subject to claétasing to information disseminated through ttsirvices, including claims alleging
defamation, libel, breach of contract, invasiopofacy, negligence, copyright or trademark infengent, among other things. The laws
relating to the liability of online services commfor information disseminated through their s@ms are subject to frequent challenges both
in the United States and foreign jurisdictions. Aiaypilities incurred as a result of these mattarsld require us to incur additional costs and
harm our reputation and our business.

Our potential liability to third parties for the stomer-provided content on our sites, particularljrisdictions outside the United States
where laws governing Internet transactions arettlademay increase. If we become liable for infation provided by our customers and
carried on our service in any jurisdiction in whigk operate, we could be directly harmed and we Ineafprced to implement new measure
reduce our exposure to this liability, includingoerding substantial resources or discontinuingagedervice offerings, which could harm our
business.

Our failure to manage the assets underlying outauer funds properly could harm our business.

Our ability to manage and account accurately ferabsets underlying our customer funds requiréghalével of internal controls. As ol
business continues to grow and we expand our ptadigrings, we must continue to strengthen ouenmal controls accordingly. Our success
requires significant public confidence in our apiio handle large and growing transaction volurmes amounts of customer funds. Any fai
to maintain the necessary controls or to managagbets underlying our customer funds accuratelidcseverely diminish customer use of
products and/or result in penalties and fines, tvisimuld harm our business.
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We are subject to regulatory activity and antitrlisgjation under competition laws.

We are subject to scrutiny by various governmepnaigs under U.S. and foreign laws and regulationfjding competition laws. Son
jurisdictions also provide private rights of actifmn competitors or consumers to assert claimsii-competitive conduct. Other companies
government agencies have in the past and may ifuthee allege that our actions violate the ansitmr competition laws of the United States,
individual states, the European Commission or otbentries, or otherwise constitute unfair compmtitAn increasing number of governme
are regulating competition law activities, incluglimcreased scrutiny in large markets such as Ckinabusiness partnerships or agreemei
arrangements with customers or other companiesi goué rise to regulatory action or antitrust l&tmpn. Some regulators, particularly those
outside of the United States, may perceive oumassi to be used so broadly that otherwise uncaers@l business practices could be deeme
anticompetitive. Any claims or investigations, evkewithout foundation, may be very expensive tdethel or respond to, involve negative
publicity and substantial diversion of managemanetand effort and could result in significant jugignts against us or require us to chang
business practices.

We are subject to patent litigation.

We have repeatedly been sued for allegedly infriggither parties’ patents. We are a defendanniumnaber of patent lawsuits and have
been notified of several other potential patenpuliss. We expect that we will increasingly be scitje patent infringement claims because,
among other reasons:

. our products and services continue to expand ipesend complexity
. we continue to expand into new business areasidimg} through acquisitions; ai

. the universe of patent owners who may clainh e any of the companies that we have acquinedyocustomers infringe their
patents, and the aggregate number of patents dedtly such patent owners, continues to incre

Such claims may be brought directly against usaretjainst our customers whom we may indemnifyeeitlecause we are contractually
obligated to do so or we choose to do so as a éssimatter. We believe that an increasing numb#irese claims against us and other
technology companies have been, and continue timikiated by third parties whose sole or primaunginess is to assert such claims. In
addition, we have seen significant patent dispb&t&een operating companies in some technologystnds. Patent claims, whether
meritorious or not, are time-consuming and costlgéfend and resolve, and could require us to reagensive changes in our methods of
doing business, enter into costly royalty or lidegsagreements, make substantial payments tosatilsferse judgments or settle claims or
proceedings, or cease conducting certain operatianish would harm our business.

We may be unable to adequately protect or enfoucéntellectual property rights, or third partiesay allege that we are infringing their
intellectual property rights.

We believe the protection of our intellectual pndpgincluding our trademarks, patents, copyrigdtsnain names, trade dress, and trade
secrets, is critical to our success. We seek tteprour intellectual property rights by relying applicable laws and regulations in the United
States and internationally, as well as a varietgdrhinistrative procedures. We also rely on comti@aestrictions to protect our proprietary
rights when offering or procuring products and gy, including confidentiality and invention assigent agreements entered into with our
employees and contractors and confidentiality agesgs with parties with whom we conduct business.

However, effective intellectual property protectimay not be available in every country in which products and services are made
available, and contractual arrangements and otbps sve have taken to protect our intellectual prgpmay not prevent third parties from
infringing or misappropriating our intellectual perty or deter independent development of equitalesuperior intellectual property rights
by others. Trademark, copyright, patent, domainaanade dress and trade secret protection isexg@gnsive to maintain

32



Table of Contents

and may require litigation. We must protect ouellectual property rights and other proprietanht&in an increasing number of jurisdictions,
a process that is expensive and time consumingreydhot be successful in every jurisdiction. Alae, may not be able to discover or
determine the extent of any unauthorized use oponprietary rights. We have licensed in the pastl expect to license in the future, certai
our proprietary rights, such as trademarks or dgpyed material, to others. These licensees may dakions that diminish the value of our
proprietary rights or harm our reputation. Any fiaél to adequately protect or enforce our intellgicpmoperty rights, or significant costs
incurred in doing so, could materially harm ouribass.

As the number of products in the software industcyeases and the functionality of these produgthér overlap, and as we acquire
technology through acquisitions or licenses, we tmagome increasingly subject to infringement claimsluding patent, copyright, and
trademark infringement claims. Litigation may beegsary to determine the validity and scope op#itent and other intellectual property
rights of others. The ultimate outcome of any altém is uncertain and, regardless of the outc@ng such claim, with or without merit, may
be time-consuming, result in costly litigation, eitmanagement’s time and attention from our bssineequire us to stop selling, delay
shipping, or redesign our products, or requireoysay substantial amounts to satisfy judgmentgttiesclaims or lawsuits or to pay substantial
royalty or licensing fees, or to satisfy indemrafion obligations that we have with some of ourteoners. Our failure to obtain necessary
license or other rights, or litigation or claimssarg out of intellectual property matters, mayrharur business.

We are regularly subject to general litigation, tagtory disputes, and government inquiries.

We are regularly subject to claims, lawsuits (idahg class actions and individual lawsuits), goweent investigations, and other
proceedings involving competition and antitrustellectual property, privacy, consumer protectiacgessibility claims, securities, tax, labor
and employment, commercial disputes, content gégebtay our customers, services and other matteysardticular, our business faces ongoing
consumer protection and intellectual property &itign, as discussed above. The number and sigmifcaf these disputes and inquiries have
increased as our company has grown larger, ounéssihas expanded in scope and geographic reachuaproducts and services have
increased in complexity. In addition, some of ttnd and regulations affecting Internet and molilmmerce and consumer credit are subject
to ongoing interpretation by the courts and govesntal authorities, and the resulting uncertaintthimscope and application of these laws an
regulations increases the risk that we will be scibjo private claims and governmental actiongyallg violations of those laws and regulatic

The outcome and impact of such claims, lawsuitgegument investigations, and proceedings cannptrédicted with certainty.
Regardless of the outcome, such investigationgpanckedings can have an adverse impact on us leeoblegal costs, diversion of
management resources, and other factors. Detergniegerves for our pending litigation is a compfext-intensive process that is subject to
judgment calls. It is possible that a resolutiomoé or more such proceedings could require usakersubstantial payments to sati
judgments, fines or penalties or to settle claimgroceedings, any of which could materially adegraffect our business. These proceed
could also result in reputational harm, criminal&#ns, consent decrees, or orders preventingous éffering certain products, or services, or
requiring a change in our business practices ithcesys, or requiring development of non-infringior otherwise altered products or
technologies. Any of these consequences could rabyemdversely affect our business.

We may have exposure to greater than anticipatedidailities.

The determination of our worldwide provision focome taxes and other tax liabilities requires esfiiom and significant judgment, and
there are many transactions and calculations wtheraltimate tax determination is uncertain. Likeny other multinational corporations, we
are subject to tax in multiple U.S. and foreign jiarisdictions and have structured our operationgtiuce our effective tax rate. Our
determination of our tax liability is always sultjéc audit and review by applicable domestic arréifm tax authorities, and we are currently
undergoing a number of investigations, audits &wviews by taxing authorities throughout the world,
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including with respect to our tax structure. Anywexse outcome of any such audit or review coulcetmnegative effect on our business and
the ultimate tax outcome may differ from the amsuetcorded in our financial statements and may madlieaffect our financial results in the
period or periods for which such determination &de While we have established reserves basedsamations and estimates that we believe
are reasonable to cover such eventualities, tlessewes may prove to be insufficient.

In addition, our future income taxes could be adelraffected by earnings being lower than antieigdor by the incurrence of losses
jurisdictions that have lower statutory tax rated higher than anticipated in jurisdictions thatéaiigher statutory tax rates, by changes ir
valuation of our deferred taassets and liabilities, as a result of gains orfangign exchange risk management program, or @dsimgtax laws
regulations, or accounting principles, as well @dain discrete items.

In light of continuing fiscal challenges in certdinS. states and in many countries in Europe, uarievels of government are
increasingly focused on tax reform and other lagjigd action to increase tax revenue, includingpomte income taxes. For example, the
economic downturn reduced tax revenues for UnitateS federal and state governments, and a numpeoosals to increase taxes from
corporate entities have been implemented or arghminsidered at various levels of government. &limslude a number of proposals to
modify the U.S. federal income tax laws applicableompanies, like ours, operating in multiple Ua8d foreign jurisdictions which, if
enacted, could materially increase our effectixeréde. A number of U.S. states have attempteddease corporate tax revenues by taking a
expansive view of corporate presence to attemjphpmse corporate income taxes and other direchbasitaxes on companies that have no
physical presence in their state, and taxing aittesiin foreign jurisdictions may take similar icts. Many U.S. states are also altering their
apportionment formulas to increase the amountxaftike income or loss attributable to their statafrcertain out-ostate businesses. Simila
in Europe, and elsewhere in the world, there arimua tax reform efforts underway designed to emshiat corporate entities are taxed on a
larger percentage of their earnings. If more taxinthorities are successful in applying direct sabelnternet companies that do not have a
physical presence in their respective jurisdictjcdhs could increase our effective tax rate.

We and our merchants may be subject to sales riegaanhd record-keeping obligations.

One or more states or the federal government eignrcountries may seek to impose reporting orrce&eeping obligations on
companies that engage in or facilitate ecommengeh &n obligation could be imposed by legislatimemnded to improve tax compliance (and
legislation to such effect has been contemplateselveral states and a number of foreign jurisdisfi@r if one of our companies was ever
deemed to be the legal agent of our merchantsjiysaiction in which it operates. We are requitedeport to the Internal Revenue Service,
(“IRS"), on customers subject to U.S. income tavowéceive more than $20,000 in payments and mare 200 payments in a calendar year.
As a result, we are required to request tax idieatibn numbers from certain payees, track paymeytsix identification number and, under
certain conditions, withhold a portion of paymeatsl forward such withholding to the IRS. We havalified our software to meet these
requirements and expect increased operational andtshanges to our customer experience in commegith complying with these reporting
obligations. The IRS regulations also require usaitect a certification of non-U.S. taxpayer staftom certain international merchants. The
Foreign Account Tax Compliance Act, which took effat the start of 2013, is likely to require aargase in the number of n@hS. customel
from whom we must obtain a similar certificationdao increase the compliance burdens on us. Aihyéaby us to meet these new
requirements could result in substantial monetaryafties and other sanctions and could harm ounéss

Acquisitions, joint ventures, and strategic investis could result in operating difficulties and tbharm our business.

We have acquired a significant number of businesbearying size and scope, technologies, servimed,products. We also expect to
continue to evaluate and consider a wide arrayotdmiial strategic transactions as part of our alVéusiness strategy, including business
combinations, acquisitions, and dispositions ofifesses, technologies, services, products, and asisets, as well as strategic investments
joint ventures
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These transactions may involve significant chaléengnd risks, including:

the potential loss of key customers, vendots@her key business partners of the companiexgeir@, or dispose of, following
and continuing after announcement of our transagilans;

declining employee morale and retention isaffecting employees of companies that we acquidispose of, which may result
from changes in compensation, or changes in managgeneporting relationships, future prospectserdirection of the acquired
or disposed busines

difficulty making new and strategic hires of newmayees;

diversion of management time and a shift ofifofrom operating the business to the transacsiod,in the case of an acquisition,
integration and administratio

the need to integrate the operations, systemhki¢ling accounting, management, information, hamesource and other
administrative systems), technologies, productspangdonnel of each acquired company, which is herantly risky and potential
lengthy and costly proces

the inefficiencies and lack of control that magult if such integration is delayed or not inmpénted, and unforeseen difficulties
and expenditures that may arise as a re

the need to implement or improve controls, pcres and policies appropriate for a larger putdimpany at companies that prior
to acquisition may have lacked such controls, ptapes and policies or whose controls, procedurdsaticies did not meet
applicable legal and other standal

risks associated with our expansion into new irggomal markets
derivative lawsuits resulting from the acquisiti

liability for activities of the acquired compabefore the acquisition, including intellectuabperty and other litigation claims or
disputes, violations of laws, rules and regulatj@mnmercial disputes, tax liabilities and otheokn and unknown liabilities

the potential loss of key employees following trensaction

the acquisition of new customer and employesgrel information, which in and of itself may réguregulatory approval and or
additional controls, policies and procedures arigjesui us to additional exposure; &

our dependence on the acquired business’ atiogufinancial reporting, operating metrics anchidar systems, controls and
processes and the risk that errors or irregularitighose systems, controls and processes willtearrors in our combined
financial statements or make it more difficult tamage the acquired busine

At any given time we may be engaged in discussiomsegotiations with respect to one or more ofehgpes of transactions and any of
these transactions could be material to our firemezindition and results of operations. In additibmay take us longer than expected to fully
realize the anticipated benefits of these transastiand those benefits may ultimately be sméiken enticipated or may not be realized at all,
which could adversely affect our business and djpgraesults. Any acquisitions or dispositions nadgo require us to issue additional equity
securities, spend our cash, or incur debt (anacasad interest expense), liabilities, and amoriraxpenses related to intangible assets or
write-offs of goodwill, which could adversely aftemur results of operations and dilute the econanit voting rights of our stockholders.

In addition, we may make certain investments, idicig through joint ventures, in which we have a onity equity interest and/or lack
management and operational control. Under suclhimistances, the controlling joint venture partneat joint venture investment may have
business interests, strategies or goals that aoméistent with ours, and business decisions @ratttions or omissions of the controlling
investor, joint venture partner or joint venturengany may result in harm to our reputation or aseigraffect the value of our investment in
the investment or joint venture.
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Problems with or price increases by third partidsonprovide services to us or to our customers chalan our business.

A number of third parties provide services to usooour customers. We are dependent on cachindgcesrihat make our sites load faster,
the processing companies and banks that link tieetpayment card, and bank clearing networks toge®transactions, among others. We ar
subject to, among other things, increases in ihtarge fees and assessments that payment card kesuch as Visa and MasterCard charge
for each transaction using one of their cards (tvleigr payment card processors have the right te gasgo us), as well as changes in payment
card network operating rules, including specialrafiag rules for Internet payment services prowgdstch as PayPal. Similarly, we rely on
unaffiliated lenders to make the consumer and dd@ers originated through the PayPal Credit praglaod also rely heavily on third parties to
operate our services, including merchant processtmigayment gateways to process transactionshaddorties that provide loan receivable
tracking and customer statements processing. Haldasrcregulatory issues, labor issues (e.g., asikockouts, or work stoppages), or other
problems that prevent these companies from progidervices to us or our customers could harm osinkss.

Price increases by, or service terminations, digvop or interruptions at, companies that provielviges to us and our customers and
clients could also make it more difficult for ouenshants to complete transactions, thereby harmimdpusiness. Some third parties who
provide services to us may have or gain market pawd be able to increase their prices to us withompetitive constraint.

We have outsourced certain functions to thiedty providers, including some customer suppodtEnoduct development functions, wh
are critical to our operations. If our service pd®rs do not perform satisfactorily, our operationsild be disrupted, which could result in
customer dissatisfaction and could harm our busines

There can be no assurance that third parties whad® services directly to us or our customers ealhtinue to do so on acceptable
terms, or at all. If any third parties were to spopviding services to us or our merchants on detd@ terms, including as a result of
bankruptcy, we may be unable to procure alterngtik@n other third parties in a timely and effidimanner and on acceptable terms, or at all

Our developer platforms, which are open to merchamid third-party developers, subject us to adddiaisks.

We provide third-party developers with access taliaption programming interfaces, software develeptikits and other tools designed
to allow them to produce applications for use, vaitbarticular focus on mobile applications. Theae be no assurance that merchants or thirc
party developers will develop and maintain appias and services on our open platforms on a tirhalis or at all, and a number of factors
could cause such third-party developers to custadtop development for our platforms. In additioar business is subject to many regulatory
restrictions. It is possible that merchants anditharty developers who utilize our development platf® or tools could violate these regulal
restrictions and we may be held responsible foh simlations, which could harm our business.

Our retail point of sale solutions expose us toiaddal risks.

We have announced several retail point of saldtisols, which enable merchants to accept paymeing aspayments card reader
attached to, or otherwise communicating with, a ieatievice or to scan payment cards and codes tisenqobile device’s embedded camera
and which will enable consumers to use their madhéeices to pay handeee. To the extent that we continue to expandpooduct and servic
offerings at the retail point of sale, we will fagdditional risks, including:

. increased expectations from offline retailers rdgay the reliability and availability of our systerand services and correspondir
lower amounts of downtime, which we may not be ablmeet;

36



Table of Contents

. significant competition at the retail pointg#le, particularly from established payment camyiglers such as Visa, MasterCard and
American Express, many of which have substant@dbater resources than we

. increased targeting by fraudsters, and givahdhr fraud models are less developed in this, areanay experience increases in
fraud and associated transaction losses as wet édljitaudulent activity at the point of sa

. exposure to product liability claims to theent that hardware devices that we produce for tifeeaetail point of sale malfunction
or are not in compliance with laws, which couldules substantial liability and require productadis or other action:

. exposure to new or additional laws and regulati

. increased reliance on third parties involvethvpirocessing in-store payments, including indepandoftware providers, electronic
point of sale providers, hardware providers (suchash register and pin-pad providers), paymentgssors and banks that enable
in-store transactions; at

. lower operating income than our other payment gmist

Unless we are able to successfully manage thdsg ngluding driving adoption of, and significardlume through, our retail point of
sale solutions over time, our business may be lhrme

Our success largely depends on key personnel. Beaaampetition for our key employees is intensanaenot be able to attract, reta
and develop the highly skilled employees we nesdgport our business. The loss of senior manageonarther key personnel could harm
business.

Our future performance depends substantially orcéimtinued services of our senior management amet &y personnel, including key
engineering and product development personnelpandbility to attract, retain, and motivate keysmnel. Competition for key personnel is
intense, especially in the Silicon Valley where oarporate headquarters are located, and we mapdide to successfully attract, integrate, ol
retain sufficiently qualified key personnel. In niradk employment decisions, particularly in the Inttrand high-technology industries, job
candidates often consider the value of the equityrds they would receive in connection with theinpdoyment and fluctuations in our stock
price may make it more difficult to attract, retaémd motivate employees. In addition, we do neeHang-term employment agreements with
any of our key personnel and do not maintain amy ‘ferson” life insurance policies. The loss ofdkevices of any of our senior managemen
or other key personnel, or our inability to attrhigthly qualified senior management and other kengspnnel, could harm our business.

Risks Related to the Separation
The distribution of PayPal common stock may beyaalar rescinded if certain required regulatory apyals are not obtained.

The distribution is subject to the satisfaction\@iver by eBay in its sole discretion) of certaonditions set forth in the separation and
distribution agreement. eBay may delay the distidimueven after the record date set by the eBaydbfoa the distribution, and (if the
conditions to the distribution are not met) eBaymescind the distribution even after having deslathe dividend and set the record date. On
of the conditions to the distribution is the re¢a&pany required approvals of the Commission dev&liance du Secteur Financier of
Luxembourg (the “CSSF”) and the European CentralkBthe “ECB”) to the distribution. The approvaltbe ECB is required under the
European Union’s recently implemented system adrftial supervision over credit institutions opergtin the European Union, called the
single supervisory mechanism. Under this systemgdantries in the European Union that use the Eardiave otherwise opted in), a national
competent authority (“NCA”), in our case, the CSBRist assess a proposed acquisition of holdingschedit institution. If the NCA is
satisfied that the application complies with nagibconditions for authorizations, it will proposethe ECB a draft decision containing its
assessment and recommendations. The ECB will retfieWlCA’s assessment and has the right to oppo$his process is very new, and
procedures have only recently been developed.
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The ECB has informed eBay that it considers theildigion of PayPal common stock to constitute equasition of holdings in our
Luxembourg banking subsidiary and, therefore, thatdistribution is subject to this new review pss. We have submitted our application to
the CSSF, which has made its assessment and fawvasddossier on our application to the ECB. Alifjlo we do not expect the ECB to
oppose the distribution and currently expect tenexthe approval of the ECB in advance of the dalesl distribution date, there is no
assurance that the ECB will provide its approvattos timeline, or at all. If the ECB does not pideits approval prior to July 17, 2015, the
distribution will not occur on that date, and tradeade in the “when-issued” market will not beledtuntil a later date. Should the delay be
prolonged, eBay may be forced to formally reschm declaration of the distribution and set a neverg date. If the distribution is delayed due
to this condition, changing market or other comudis during such delay could affect the aggregat&ehaalue of PayPal common stock
following the separation.

The combined post-separation value of eBay and 8lagdinmon stock may not equal or exceed thespparation value of eBay comn
stock.

As a result of the distribution, eBay expects tiading price of eBay common stock immediately faflog the distribution to be lower
than the “regular-way” trading price of such comnstock immediately prior to the distribution becatise trading price will no longer reflect
the value of the Payments business held by PayRalaggregate market value of the eBay common stodkhe PayPal common stock
following the separation may be higher or lowemtlize market value of eBay common stock immedigtelyr to the separation.

We may not achieve some or all of the expectedibenéthe separation, and the separation couldhihaur business.

We may not be able to achieve the full strategit famancial benefits expected to result from thgasation, or such benefits may be
delayed or not occur at all. The separation antiligion is expected to provide the following béts among others: enhanced strategic and
management focus; better ability to form stratg@itnerships and relationships; faster decisioningaknore efficient allocation of capital,
alignment of incentives with performance objectjwdisect access to the capital markets; and andistnvestment identity. For more
information regarding the reasons for the separaptease refer to “The Separation and Distribution

We may not achieve these and other anticipatedfiteefer a variety of reasons, including, amongesth

. the separation will require significant amouotsnanagement’s time and effort, which may diveanagement’s attention from
operating and growing our busine

. following the separation, we may be more suslibkpto market fluctuations and other adverse &v#dran if we were still a part of
eBay;

. following the separation, our business will be lds®rsified than eBé s business prior to the separati

. following the separation, regulatory requiretsemay inhibit or prevent certain of the activitibe parties intend to continue to
preserve operating synergies; ¢

. the other actions required to separate the resjedotisinesses could disrupt our operati

If we fail to achieve some or all of the benefitpected to result from the separation, or if suehdjits are delayed, our business coul
harmed.

If the distribution, together with certain relaté@nsactions, does not qualify as a transactiort tagenerally tax-free for U.S. federal
income tax purposes under Sections 368(a)(1)(D)3&tdof the Internal Revenue Code (the “Code”), gBayPal and eBay stockholders
could be subject to significant tax liabilities and certain circumstances, we could be requirethttiemnify eBay for material taxes pursuant
to indemnification obligations under the tax mastagreement.
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A condition to the distribution is the receipt B§ay of an opinion from eBay'’s outside legal counsglarding the qualification of the
distribution, together with certain related trangats, as a transaction that is generally tax-foed).S. federal income tax purposes under
Sections 368(a)(1)(D) and 355 of the Code. Theiopiwill be based on and rely on, among other thimgrtain facts and assumptions, as we
as certain representations, statements and unieysalf eBay and PayPal, including those relatimthe past and future conduct of eBay and
PayPal. If any of these representations, statenoentsdertakings are, or become, inaccurate omipdete, or if eBay or PayPal breach any of
their respective covenants in the separation dootsnthe opinion of counsel may be invalid anddbeclusions reached therein could be
jeopardized

Notwithstanding the opinion of counsel, the IRSIdaietermine that the distribution, together wiitain related transactions, should be
treated as a taxable transaction if the IRS detexsiihat any of these representations, assumptiongdertakings upon which such opinion
was based are incorrect or have been violatedtbeifRS disagrees with the conclusions in theiopiof counsel. An opinion of counsel is not
binding on the IRS or any court and there can bassorance that the IRS will not challenge the ksnans reached in the opinion. The IRS
will not provide any opinion in advance of the sgi@n that our proposed transaction will be teeefr

If the distribution, together with certain relatednsactions, failed to qualify as a transactiat th generally tax-free under Sections 368
(2)(1)(D) and 355 of the Code, in general, eBayldioeicognize taxable gain as if it had sold theFRdygommon stock in a taxable sale for its
fair market value, eBay stockholders who receivgFR@hcommon stock in the distribution would be sgbjo tax as if they had received a
taxable distribution equal to the fair market vatfisuch shares and we could incur significantlitéds. For more information, please refer to
“Material U.S. Federal Income Tax Consequences.”

We may not be able to engage in desirable strat@goapital-raising transactions following the seption. In addition, we could be
liable for adverse tax consequences resulting femgaging in significant strategic or capital-raigitransactions.

To preserve the tax-free treatment to eBay of épasation and the distribution, under the tax matigreement that we will enter into
with eBay, for a period of time following the distation, we generally will be prohibited from takjicertain actions that prevent the distribu
and related transactions from qualifying as a tatisn that is generally tax-free, for U.S. fedénabme tax purposes under Sections 368(a)(
(D) and 355 of the Code.

These restrictions may limit our ability to pursteztain strategic transactions or other transastibat may maximize the value of our
business. For more information, please refer totdvlal U.S. Federal Income Tax Consequences” amlt&th Relationships and Related
Person Transactions—The Tax Matters Agreement.”

We have no history of operating as an independemipany in our current form, and our historical apieb forma financial information i
not necessarily representative of the results tatvould have achieved as a separate, publiclyetlacbmpany and may not be a reliable
indicator of our future results.

Our historical information provided in this infortian statement refers to our business as operatedd integrated with eBay. Our
historical and pro forma financial information inded in this information statement is derived frilv@ consolidated financial statements and
accounting records of eBay. Accordingly, the histrand pro forma financial information includedthis information statement does not
necessarily reflect the financial condition, reswit operations, or cash flows that we would hasréeved as a separate, publicly traded
company during the periods presented or thosentbatill achieve in the future primarily as a resofithe factors described below:

. Prior to the separation, our business has bperated by eBay as part of its broader corponafanization, rather than as an
independent company. eBay or one of its affiliggegormed various corporate functions for us, sagkegal, finance, treasury,
accounting, tax, auditing, human resourt
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and public affairs. Our historical and pro formaafincial results reflect allocations of corporatpenses from eBay for such
functions, which are likely to be less than theenges we would have incurred had we operated esagisge publicly traded
company.

. Currently, our business is integrated withatiger businesses of eBay. Historically, we haveeshaconomies of scope and scale ir
costs, employees, vendor relationships and custosteionships. Although we will enter into tramsit agreements and an
operating agreement with eBay, these arrangememgsnot retain or fully capture the benefits thathvawe enjoyed as a result of
being integrated with eBay and may result in owiqhigher charges than in the past for theseiegesyvThis could have an
adverse effect on our results of operations arahfifal condition following the completion of thepseation.

. We may lose certain synergies and benefitsnj@yed as a result of being a part of eBay. AsragfaeBay, we benefited from,
among other things, the acquisition of new custenfiem eBay, capital to fund acquisitions, investtseand credit, and data from
eBay that helps us to manage risks and maintawddss rate. In addition, being a part of eBaybdesus to leverage eBay’s
technology capabilities, data, commerce platformr@lationships with retailers, brands and largeamants worldwide. The loss
of these synergies and benefits could have an selwepact on our results of operations and findrciadition following the
completion of the separatio

. Generally, our working capital requirements aagital for our general corporate purposes, inolydcquisitions and capital
expenditures, have historically been satisfiedaas @f the corporate-wide cash management polafieBay. Following the
completion of the separation, we may need to oladditional financing from banks, through publifesings or private placements
of debt or equity securities, or through strateglationships or other arrangements, which may ay not be available and may be
more costly

. After the completion of the separation, thetadsapital for our business may be higher thaayeBcost of capital prior to the
separation

Other significant changes may occur in our costcstire, management, financing, and business opasadis a result of operating as a
company separate from eBay. For additional infoiomaabout the past financial performance of oulinmss and the basis of presentation o
historical combined financial statements and theudited pro forma condensed combined financiakstahts of our business, see “Unaudited
Pro Forma Condensed Combined Financial Stateméftslécted Historical Combined Financial Data ofPa,” “Management’s Discussion
and Analysis of Financial Condition and Result©gpkrations” and the historical financial statemems accompanying notes included
elsewhere in this information statement.

eBay will be a significant source of our revenutierahe distribution.

After the distribution, we will derive a significammount of revenues from eBay. If the operatinggament expires or if eBay terminates
the operating agreement prior to its expiratiothere is a significant change in our relationshifhwBay, including if eBay becomes a
merchant of record, eliminates or modifies anyt®fisk management or customer protection prograime;ts transactions to a different
provider of payment services or offers eBay custsmeore payment options, our business could be érm

Until the separation occurs, eBay has sole disoretd change the terms of the separation in wayistwimay be unfavorable to us.

Until the separation occurs, we will be a whollyread subsidiary of eBay. Accordingly, eBay will effiwely have the sole and absolute
discretion to determine and change the terms oféjparation, including the terms of any agreemigetiween eBay and us. These changes
could be unfavorable to us. In addition, eBay megide at any time not to proceed with the separatind distribution.
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eBay may fail to perform under various transactgreements that will be executed as part of tharsgion or it may fail to have
necessary systems and services in place whenmeftéie transaction agreements expire.

In connection with the separation, we will entdpia separation and distribution agreement withyed8ad will also enter into various
other agreements, including an operating agreerneluication services agreements, a transition cGesvagreement, a tax matters agreemel
employee matters agreement, an intellectual prppeatters agreement, a data sharing addendum, pirzdiact development agreement. The
separation agreement, the tax matters agreemergployee matters agreement, and intellectualeptpmatters agreement will determine
the allocation of assets and liabilities (includmgmeans of licensing) between the companiesyatig the separation for those respective
areas and will include any necessary indemnificatielated to liabilities and obligations. The @tiglg agreement, colocation services
agreements and data sharing addendum will estatdishin commercial relationships between eBaywmnitlated to payment processing,
credit, information technology infrastructure aratadsharing. The transition services agreementpraNide for the performance of certain
services by each company for the benefit of therdfibr a limited period of time after the sepamati@/e will rely on eBay to satisfy its
performance and payment obligations under thesseaggnts. If eBay is unable to satisfy its obligagiander these agreements, including its
indemnification obligations, we could incur opeoathl difficulties or losses. If we do not have Iaqe our own systems and services, or if we
do not have agreements with other providers ofetlsesvices once these transaction agreements exg&eminate, we may not be able to
operate our business effectively and our profitghihay decline.

Our accounting and other management systems amdimess may not be adequately prepared to meetrthedial reporting and other
requirements to which we will be subject followthg distribution.

Our financial results previously were included witthe consolidated results of eBay, and its repgrand control systems were
appropriate for subsidiaries of a public compamiorRo the distribution, we were not directly sedij to reporting and other requirements of
Securities Exchange Act of 1934, as amended, actib&e104 of the Sarbanes-Oxley Act of 2002. After distribution, we expect to be
subject to such reporting and other requiremengdi6, which will require, among other things, aslmmanagement assessments of the
effectiveness of our internal controls over finahceporting and a report by our independent reggst public accounting firm addressing these
assessments. These and other obligations will gligedficant demands on our management, adminiggizind operational resources,
including accounting and information technologyoses. To comply with these requirements, we guatie that we will need to upgrade our
systems, including duplicating computer hardwafeastructure, implement additional financial andnagement controls, reporting systems
and procedures, and hire additional accountingyiie and information technology staff. If we arahle to do this in a timely and effective
fashion, our ability to comply with our financiaporting requirements and other rules that apphgporting companies could be impaired anc
our business could be harmed.

After the separation, certain of our directors nfe@we actual or potential conflicts of interest besa of their previous or continuing
positions at eBay

Because of their current or former positions wlag, certain of our expected directors own eBay room stock and equity awards.
Following the separation, even though our boardir@ctors will consist of a majority of directordhyw are independent, some of our directors
will continue to have a financial interest in eBaymmon stock and equity awards. In addition, é&ipected that one of our directors will
continue serving on the board of directors of eBayntinuing ownership of eBay common stock and tycaivards, or service as a director at
both companies could create, or appear to createnal conflicts of interest if PayPal and eBaywé disagreements about the contracts
between them that continue or face decisions taltichave different implications for PayPal and gBa
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Risks Related to Our Common Stock

We cannot be certain that an active trading mafkeobur common stock will develop or be sustainierahe separation, and following
the separation, and the price of our common stoak fluctuate significantly.

A public market for our common stock does not cotlgeexist. We anticipate that on or prior to tleeard date for the distribution, trad
of shares of our common stock will begin on a “wdigsued” basis which will continue through the disition date. However, we cannot
guarantee that an active trading market will dgp@obe sustained for our common stock after tiparsgion. Nor can we predict the prices at
which shares of our common stock may trade afees#paration. Similarly, we cannot predict theaftd the separation on the price of our
common stock or whether the combined market valueincommon stock and the eBay common stock illdss than, equal to or greater
than the market value of eBay common stock pridh&oseparation.

The price of our common stock may fluctuate siguaifitly due to a number of factors, some of whicly imabeyond our control,
including:

. actual or anticipated fluctuations in our operatiegults;

. changes in earnings estimated by securities asabysiur ability to meet those estimai
. the change in our stockholder base due to theoff;

. the operating and stock price performance of coatgarcompanies

. changes to the regulatory and legal environmengéuwthich we operate; ar

. market conditions in the payments industry, theigtdes of merchants and the domestic and worlde@®momy as a whol

There may be substantial changes in our stockhdidse.

Many investors holding eBay common stock may hb#t stock because of a decision to invest in a emmpwith eBay’s profile.
Following the distribution, the shares of our conmstock held by those investors will representrarestment in a payments company with a
different profile. This may not be aligned with aldeer’s investment strategy and may cause the htddgell the shares. As a result, our stock
price may decline or experience volatility as dimckholder base changes.

PayPal's amended and restated certificate of inooation will designate the state courts of the &wit Delaware, or, if no state court
located in the State of Delaware has jurisdictithe federal court for the District of Delaware, the sole and exclusive forum for certain type:
of actions and proceedings that may be initiatedPhyPal’s stockholders, which could discourage laitgsagainst PayPal and PayPal’s
directors and officers.

PayPals amended and restated certificate of incorporatitirprovide that unless the corporation otherwisgermines, the state courts
the State of Delaware, or, if no state court logatethe state of Delaware has jurisdiction, thaefal court for the District of Delaware, will be
the sole and exclusive forum for any derivativeacor proceeding brought on behalf of PayPal, @artion asserting a claim of breach of a
fiduciary duty owed by any director or officer ohyPal to PayPal or PayPal's stockholders, credd@oather constituents, any action asserting
a claim against PayPal or any director or offidePayPal arising pursuant to any provision of tredavare General Corporation Law or
PayPal's amended and restated certificate of irwatipn or bylaws, or any action asserting a clagainst PayPal or any director or officer of
PayPal governed by the internal affairs doctrir@s Exclusive forum provision may limit the abiliby PayPal’s stockholders to bring a claim
in a judicial forum that such stockholders finddeable for disputes with PayPal or PayPal’s dinectw officers, which may discourage such
lawsuits against PayPal and PayPal’'s directorsoffiwkrs. Alternatively, if a court outside of Delare were to find this exclusive forum
provision inapplicable to, or unenforceable in \xtf, one or more of the specified types of axtior proceedings described above, PayPal
may incur additional costs associated with resgh@nch matters in other jurisdictions, which coattyersely affect PayPalbusiness, financi
condition or results of operations.
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Certain provisions in PayPal's amended and restatedificate of incorporation and bylaws may prevendelay an acquisition of
PayPal, which could decrease the trading price ayPal common stoc

PayPal's amended and restated certificate of irwatipn and amended and restated bylaws will corg@itain provisions that may have
the effect of deterring coercive takeover practied inadequate takeover bids by making such pesctr bids unacceptably expensive to the
bidder and by encouraging prospective acquireremtiate with PayPal’s board of directors rathantto attempt a hostile takeover. These
provisions include, among others:

» rules regarding how stockholders may present palpas nominate directors for election at stockbolaheetings

» the fact that directors may not be elected,oneed or replaced at stockholder-requested spe@etings unless a person, entity or
group owns at least a majority of Pay's outstanding common stoc

» the right of PayP’s board to issue preferred stock without stockhradgroval; anc

» the ability of PayPis directors, and not stockholders, to fill vacas@a PayP:’s board of directors in most circumstanc

PayPal has also elected not to be governed byoBe2i3 of the DGCL, which provides that, subjedinuted exceptions, persons that
acquire, or are affiliated with a person that amegjimore than 15% of the outstanding voting stdck Delaware corporation shall not engage
in any business combination with that corporatinoluding by merger, consolidation or acquisitiafisadditional shares, for a thrgear perio
following the date on which that person or itslaftes becomes the holder of more than 15% of ¢iearation’s outstanding voting stock.
PayPal’'s amended and restated certificate of irmratipn will, however, contain a provision that geally mirrors Section 203 of the DGCL,
except that there will be a 20% threshold instefatie 15% provided for by the DGCL. These provisiaould delay or prevent a change of
control that PayPal’'s stockholders may favor.

Certain of the above provisions were added pursisathite agreement between eBay Inc. and certaitiesntinder the control of Carl C.
Icahn. These provisions are not intended to mak@&ammune from takeovers. However, these prousiwill apply even if the offer may be
considered beneficial by some stockholders anddodelay or prevent an acquisition that PayPal'sdhoé directors determines is not in the
best interests of PayPal and PayPal’s stockhol@@ese provisions may also prevent or discouragengts to remove and replace incumbent
directors.

In addition, an acquisition or further issuancéaf/Pal’s stock could trigger the application ofti®ec355(e) of the Code. For a
discussion of Section 355(e), see “Material U.Slefal Income Tax Consequences.” Under the tax msagreement, PayPal would be
required to indemnify eBay for any resulting taxasg this indemnity obligation might discouragdagieor prevent a change of control that
PayPal's stockholders may consider favorable. Bleafer to “Certain Relationships and Related Refisansactions” and “Description of
PayPal’s Capital Stock” for a more detailed dedwipof these agreements and provisions.
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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STA TEMENTS

This information statement and other materials e®ay PayPal have filed or will file with the SEOh¢ain, or will contain, certain
forward-looking statements regarding businessesgias, market potential, future financial perforemand other matters. The words “believe,
“expect,” “anticipate,” “project” and similar expsions, among others, generally identify “forwasdling statements,” which speak only as o
the date the statements were made. The matterssdest in these forward-looking statements are sutmjeisks, uncertainties and other factor:
that could cause actual results to differ matgrifshm those projected, anticipated or impliedhe forward-looking statements. In particular,
information included under “Risk Factors,” “Managemt's Discussion and Analysis of Financial Conditand Results of Operations,”
“Business,” and “The Separation and Distributionhtain forward-looking statements. Where, in anyérdlooking statement, an expectal
or belief as to future results or events is exmessuch expectation or belief is based on theenuplans and expectations of PayPal
management and expressed in good faith and believieave a reasonable basis, but there can besnceage that the expectation or belief
result or be achieved or accomplished. Except asbraaequired by law, PayPal undertakes no obbigat» modify or revise any forward-
looking statements to reflect events or circumstaraccurring after the date of this informationiesteent. Factors that could cause actual re
or events to differ materially from those anticginclude the matters described under “Risk Fattmd “Management’s Discussion and
Analysis of Financial Condition and Results of Gyiems.”
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THE SEPARATION AND DISTRIBUTION

Overview

On September 30, 2014, eBay Inc. (“eBay”) annouritseiditent to separate its payments businessantmdependent, publicly-traded
company. To accomplish this separation, in JanRafyp, eBay incorporated PayPal Holdings, Inc. (FRayHoldings”) which will ultimately
become the parent of PayPal, Inc. and will holéctly or indirectly all of the assets and liab@giassociated with PayPal, Inc. eBay intends tc
effect this separation through a pro rata distrdyubf the common stock of PayPal Holdings to itekholders. References to “we,” “our,”
“us,” “the Company” or “PayPalfefer to the combined entities of the paymentsimss of eBay, including PayPal, Inc. and certdieoassel
and liabilities that have been historically heldret eBay corporate level, but are specificallynidfable and attributable to the payments
business.

On June 26, 2015, the eBay board of directors agrthe distribution of the issued and outstandimgres of PayPal common stock on
the basis of one share of PayPal common stockaitt share of eBay common stock held as of the cbbasiness on the record date of
July 8, 2015.

The separation and distribution as described mittfformation statement is subject to the satigfadfor to the extent waiveable, waiver
by eBay in its sole discretion) of certain condipincluding the receipt of any required approwdihe Commission de Surveillance du
Secteur Financier (the “CSSF”) and the Bank Ceattlal Luxembourg, as well as the European Centnak B&CB”). For a more detailed
description of these conditions, see “—Conditianghe Distribution.” The CSSF has prepared a cotagike regarding the separation and
distribution for approval by the ECB. Although werently expect to receive the approval of the E&€Bdvance of the scheduled distribution
date, there is no assurance that the ECB will pleits approval on this timeline, or at all. SeéskFactors—The distribution of PayPal
common stock may be delayed or rescinded if cerejnired regulatory approvals are not obtainedyHal expects that at 11:59 p.m., Easter
Time, on July 17, 2015 following the satisfactianna@iver of the conditions to the distribution, kaBay stockholder will receive one share of
PayPal common stock for each share of eBay commook keld at the close of business on the recotel foa the distribution, as described
below. We refer to the date of the distributiorttaf shares of PayPal common stock as the “distoibuaiate.” You will not be required to make
any payment, surrender or exchange your eBay constock or take any other action to receive youreshaf PayPal’'s common stock in the
distribution.

Reasons for the Separation

The eBay board of directors determined that thatwe of two independent public companies, withPPayoperating the Payments
business, and eBay operating the Marketplaces &ssis in the best interests of eBay and its stuldkins and approved the plan of separation
A wide variety of factors were considered by thegBoard of directors in evaluating the creatiomdependent public companies. Among
other things, the eBay board of directors considi¢he following expected benefits:

. Enhanced strategic and management fc. The separation will allow each of PayPal and e®ayore effectively pursue its distil
operating priorities and strategies and opportesitor long-term growth and profitability in theobll commerce and payments
landscape. PayPal's management will be able tcsfegalusively on its payments business, while eBayanagement will be
dedicated solely to growing its marketplaces busst

. Faster decisio-making. The separation will speed up decisioaking at each company and allow each to adapt maockly to the
rapidly changing market and customer dynamics éir tiespective market

. Increased flexibility. The separation will provide each company withréased flexibility to pursue new partnership amdtegic
opportunities that may have previously been unaégl for strategic or other reaso

. More efficient allocation of capit:z. The separation will permit each company to impatra capital structure appropriate to its
strategy and business needs and to concentrditeaitgial resources solely on its own operationghait having to compete with
each other for investment capital. This v
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provide each company with greater flexibility to@st capital in its businesses in a time and maapgropriate for its distinct
strategy and business needs and facilitate a nfiiceeet allocation of capital

. Alignment of incentives with performance object. The separation will facilitate incentive compeimaarrangements for
employees more directly tied to the performancthefrelevant company’s business, and enhance esluying and retention by,
among other things, improving the alignment of ngmaent and employee incentives with performancegaoth objectives of
the business they suppc

. Direct access to capital marke. The separation will provide each company witlediraccess to the capital markets and will
facilitate PayPal’s ability to effect future acqti@ns utilizing PayPal's common stock. As a resedich company will have more
flexibility to capitalize on its unique growth opgenities.

. Distinct investment identil. The separation will allow investors to separateiue eBay and PayPal based on their distinct
investment identities. PayPal's payments businggssifrom eBay’s marketplaces business in seuwagpects, such as the nature
of the business, growth profile, competitors, ragjoh and technology. The separation will enablegtors to evaluate the merits,
performance and future prospects of each compaagiective business and to invest in each compepgrately based on these
distinct characteristics, and may attract new itmssto each business, who may not have propeslysasd the value of the
Payments and Marketplaces businesses as-alone entities relative to the value they are alyeaccorded

Neither PayPal nor eBay can assure you that, faliguhe separation, any of the benefits descrilbeda or otherwise will be realized to
the extent anticipated or at all.

The eBay board of directors also considered a nuwiheotentially negative factors in evaluating treation of independent public
companies, including the loss of synergies and jmimchasing power and increased costs resultorg frperating as a separate public entity,
one-time costs of the separation, and the rislobfealizing the anticipated benefits of the sefiama The eBay board of directors concluded
that the potential benefits outweighed these factor

Formation of PayPal Holdings

PayPal Holdings was formed in January 2015 foiptimpose of owning and operating eBay’s paymentsibas. As part of the plan to
create two independent public companies, eBay patransfer the equity interests of certain esgithat operate the payments business ar
assets and liabilities of the payments busine®atdal Holdings prior to the distribution.

When and How You Will Receive the Distribution

With the assistance of Computershare Trust Compdu#y.,, or Computershare, eBay expects to distrillagPal common stock at 11:59
p.m., Eastern Time, on the distribution date, tdnalders of outstanding eBay common stock as efclbse of business on July 8, 2015, the
record date for the distribution. Computersharé sé@tve as the settlement and distribution agenbimection with the distribution and the
transfer agent and registrar for PayPal commorkstoc

If you own shares of eBay common stock as of tbeecbf business on the record date for the digtobuPayPal’'s common stock that
you are entitled to receive in the distributionlwi¢ issued electronically, as of the distributitaiie, to you in direct registration form or to y:
bank or brokerage firm on your behalf. If you anegistered holder, Computershare will then mail gairect registration account statement
that reflects your shares of PayPal common stdglau hold your shares through a bank or brokefage your bank or
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brokerage firm will credit your account for the sdm Direct registration form refers to a methodeabrding share ownership when no phy:
share certificates are issued to shareholders,thg icase in this distribution. If you sell eBayrmmon stock in the “regular-way” market up to
and including the distribution date, you will bélisg your right to receive shares of PayPal comratmtk in the distribution.

Commencing on or shortly after the distributioneddtt you hold physical stock certificates thatnegent your shares of eBay common
stock and you are the registered holder of theeshapresented by those certificates, the distobwatgent will mail to you an account staten
that indicates the number of shares of PayPal’'smtomstock that have been registered in book-eptim in your name.

Most eBay stockholders hold their shares of comstonk through a bank or brokerage firm. In suctesathe bank or brokerage firm
would be said to hold the shares in “street name’@vnership would be recorded on the bank or begjeefirm’s books. If you hold your
shares of eBay common stock through a bank or baglkefirm, your bank or brokerage firm will cregdur account for the PayPal common
stock that you are entitled to receive in the thstion. If you have any questions concerning trechanics of having shares held in “street
name,” please contact your bank or brokerage firm.

Transferability of Shares You Receive

Shares of PayPal common stock distributed to helsleconnection with the distribution will be trd@sable without registration under 1
U.S. Securities Act of 1933, as amended (the “SteesiAct”), except for shares received by persehs may be deemed to be PayPal
affiliates. Persons who may be deemed to be Paffil@tes after the distribution generally incluhelividuals or entities that control, are
controlled by or are under common control with Paly®hich may include certain PayPal executiveceifs, directors or principal
stockholders. Securities held by PayPal affiliavé#sbe subject to resale restrictions under theusigies Act. PayPal affiliates will be permitted
to sell shares of PayPal common stock only pursigean effective registration statement or an exengrom the registration requirements of
the Securities Act, such as the exemption affoldeRule 144 under the Securities Act.

Number of Shares of PayPal Common Stock You Will Reive

For each share of eBay common stock that you owimeatlose of business on July 8, 2015, the redate for the distribution, you will
receive one share of PayPal common stock on thebdison date. eBay will not distribute any framtial shares of PayPal common stock to its
shareholders. Instead, if you are a registeredenaifia fractional share of eBay common stock, Qaenshare (the distribution agent) will
aggregate fractional shares into whole sharesttselvhole shares in the open market at prevaitiagket prices and distribute the aggregate
cash proceeds (net of discounts and commissiorthpafales pro rata (based on the fractional shate holder would otherwise be entitled to
receive) to each holder who otherwise would haententitled to receive a fractional share in trstritiution. The distribution agent, in its sole
discretion, without any influence by eBay or PayRall determine when, how, and through which brelealer and at what price to sell the
whole shares. Any broker-dealer used by the digioh agent will not be an affiliate of either eBaiyPayPal. Computershare is not an affiliate
of either eBay or PayPal. Neither PayPal nor eBilybe able to guarantee any minimum sale pricednnection with the sale of these shares.
Recipients of cash in lieu of fractional sharesnf, will not be entitled to any interest on tmecaints of payment made in lieu of fractional
shares.

The aggregate net cash proceeds of any salesctibfral shares will be taxable for U.S. federabime tax purposes. See “Material U.S.
Federal Income Tax Consequences” for an explanafitime material U.S. federal income tax conseqeermnd the distribution. If you hold
physical certificates for shares of eBay commoulstmnd are the registered holder, you will recaiwaheck from the distribution agent in an
amount equal to your pro rata share of the aggeausttcash proceeds of the sales. PayPal estithataswill take approximately two weeks
from the distribution date for the distribution agéo complete the distributions of the aggregatiecash

47



Table of Contents

proceeds. If you hold your shares of eBay commooksthrough a bank or brokerage firm, your bankrokerage firm will receive, on your
behalf, your pro rata share of the aggregate ret peoceeds of the sales and will electronicakéditryour account for your share of such
proceeds.

Treatment of Equity Based Compensation

Outstanding awards granted under eBay’s equity emsgition programs will be adjusted in accordandle thie terms of such programs
to reflect the impact of the separation on suchrdsjavith such adjusted awards to relate to shafreBay and/or PayPal common stock, as
applicable, and with appropriate adjustments taettercise prices (for options) and number of shanégect to such awards. For a more
detailed discussion of the treatment of outstandupgjty awards, see “Certain Relationships andtBelBerson Transactions—Employee
Matters Agreement.”

Results of the Distribution

After the distribution, PayPal will be an indepentigublicly traded company. The actual numberhafres to be distributed will be
determined at the close of business on July 8, 20&5ecord date for the distribution, and wifleet any exercise of eBay options between
date the eBay board of directors declares theildigion and the record date for the distributiohe™istribution will not affect the number of
outstanding shares of eBay common stock or anysigheBay shareholders. eBay will not distributg &actional shares of PayPal common
stock.

PayPal will enter into a separation agreement aticemter into other related agreements with eBafpobe the distribution to effect the
separation and provide a framework for PayPalati@hship with eBay after the separation. Theseagents will provide for the allocation
between eBay and PayPal of eBay’s assets, ligsilénd obligations (including its investments, propand employee benefits and tax-related
assets and liabilities) attributable to periodspto PayPal's separation from eBay and will govbenrelationship between eBay and PayPal
after the separation. For a more detailed desorigif these agreements, see “Certain RelationgingdRelated Party Transactions.”

Market for PayPal’'s Common Stock

There is currently no public trading market for Pays common stock. PayPal has applied to have its eamstock authorized for listir
on The NASDAQ Stock Market under the symbol “PYPRayPal has not and will not set the initial pri€&t®common stock. The initial pric
will be established by the public markets.

PayPal cannot predict the price at which its comstook will trade after the distribution. The comdidl trading prices, after the
separation, of the shares of PayPal common statledth eBay shareholder will receive in the distion and the shares of eBay common
stock held at the record date for the distributizay not equal the “regular-way” trading price dfBay share immediately prior to the
separation. The price at which PayPal common gtagles may fluctuate significantly, particularlytiian orderly public market develops.
Trading prices for PayPal common stock will be dataed in the public markets and may be influenogdnany factors. See “Risk Factors—
Risks Related to PayPal’'s Common Stock.”

Trading Between the Record Date and Distribution D&e

Beginning on or shortly before the record datetfier distribution and continuing up to and includthgough the distribution date, eBay
expects that there will be two markets in eBay camrstock: a “regular-way” market and an “ex-diattibn” market. Shares of eBay common
stock that trade on the “regular-way” market widlde with an entitlement to PayPal common stockildiged pursuant to the separation.
Shares of eBay common stock that trade on the Igixdalition” market will trade without an entitlemieto PayPal common stock distributed
pursuant to the distribution. Therefore, if you sblares of eBay common stock in the
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“regular-way” market up to and including througle ttistribution date, you will be selling your rightreceive PayPal common stock in the
distribution. If you own shares of eBay common ktatthe close of business on the record date a@lhthese shares on the “ex-distribution”
market up to and including through the distributéaiie, you will receive the shares of PayPal comstook that you are entitled to receive
pursuant to your ownership as of the record dathethares of eBay common stock.

Furthermore, beginning on or shortly before therdaate for the distribution and continuing upatal including the distribution date,
PayPal expects that there will be a “when-issuedfk®t in its common stock. “When-issued” tradinfgrs to a sale or purchase made
conditionally because the security has been authdfut not yet issued. The “when-issued” tradiragk®t will be a market for shares of
PayPal common stock that will be distributed todeo$ of shares of eBay common stock on the didgtobuate. If you owned shares of eBay
common stock at the close of business on the retatelfor the distribution, you would be entitledshares of PayPal common stock
distributed pursuant to the distribution. You meade this entitlement to shares of PayPal commmuokstvithout the shares of eBay common
stock you own, on the “when-issued” market, butryioansaction will not settle until after the dibtrtion date. On the first trading day
following the distribution date, “when-issued” tiad with respect to PayPal common stock will end] &egular-way” trading will begin.

Conditions to the Distribution

eBay has announced that the distribution will Beative at 11:59 p.m., Eastern Time, on July 17,2@rovided that the following
conditions shall have been satisfied (or if anyhscendition is waiveable, waived by eBay in itsesdiscretion):

. the transfer of assets and liabilities from gBaPayPal shall be completed in accordance \Wwighseparation and distribution
agreement

. eBay shall have received an opinion from eBayitside legal counsel regarding the qualificabbthe distribution, together with
certain related transactions, as a transactiongtggnerally tax-free, for U.S. federal income paxposes, under Sections 368(a)(1)
(D) and Section 355 of the Coc

. the SEC shall have declared effective the teggisen statement of which this information statatferms a part, and no stop order
suspending the effectiveness of the registratiatestent shall be in effect and no proceedingsuon purpose shall be pending
before or threatened by the SE

. this information statement shall have been mad#adla to the eBay stockholde!

. all actions or filings necessary or appropriateer applicable U.S. federal, U.S. state or odkeurities laws shall have been taken
and, where applicable, have become effective on heeepted by the applicable governmental er

. any approvals of any governmental entities iregufor the consummation of the separation antlibigion have been obtained,
including any required approvals of the CommisslerSurveillance du Secteur Financier (“CSSF”),Baek Centrale du
Luxembourg “BCL") and the ECB

. the transaction agreements relating to the separaliall have been duly executed and deliveretiéyparties

. no order, injunction, or decree issued by amyrcof competent jurisdiction or other legal rastt or prohibition preventing the
consummation of the separation, distribution or afthe related transactions shall be in eff

. the shares of PayPal common stock to be dig&ibshall have been accepted for listing on Th&NAQ Stock Market, subject to
official notice of distribution

. eBay shall have transferred or caused its subgdgi&n transfer an aggregate of $3.8 billion ohdasPayPal (including through o
or more capital contributions); al

. no other event or development shall exist aehaccurred that, in the judgment of eBay’s bodrdikectors, in its sole discretion,
would make it inadvisable to effect the separatipthe distribution
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eBay and PayPal cannot assure you that any of tilese conditions will be met and may also waiwg af the conditions to the
distribution. In addition, eBay will have the sa@led absolute discretion to determine (and charmgefetrms of, and whether to proceed with
distribution and, to the extent it determines tgeaceed, to determine the record date for theildigton and the distribution date and the
distribution ratio. eBay may delay or rescind iezldration of the distribution even after the relcdate for the distribution, as discussed in r
detail under “Risk Factors—Risks Related to theasajion—The distribution of PayPal common stock rhaydelayed or rescinded if certain
required regulatory approvals are not obtaineddye&oes not intend to notify its shareholders gf modifications to the terms of the
separation that, in the judgment of its board oéctors, are not material. For example, the eBaydof directors might consider material suct
matters as significant changes to the distributédio, the assets to be contributed or the liabdlito be assumed in the separation. To the exte
that the eBay board of directors determines thatnaodifications by eBay materially change the miatéerms of the distribution, eBay will
notify eBay shareholders in a manner reasonabbutated to inform them about such modificationsnay be required by law, by, for
example, publishing a press release, filing a ctimreport on Form 8-K, or circulating a supplemtenthis information statement.
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DIVIDEND POLICY

PayPal does not expect to pay a regular cash digittdlowing the distribution. The timing, declamat, amount of and payment of any
dividends following the separation by PayPal ishmitthe discretion of its board of directors andl depend upon many factors, including
PayPal’s financial condition, earnings, capitaluiegments of its operating subsidiaries, debt serebligations, covenants associated with
certain of PayPad’ debt service obligations, legal requirementgjleggry constraints, industry practice, abilitygain access to capital marke
and other factors deemed relevant by its boardrettbrs. Moreover, if PayPal determines to pay dimidend in the future, there can be no
assurance that it will continue to pay such divitkear the amount of such dividends.
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CAPITALIZATION

The following table sets forth PayPal’'s capitali@aton a historical basis and on a pro forma biasggve effect to the pro forma
adjustments included in PayPal’'s unaudited pro &fimancial information as if the separation arstrithution took place on March 31, 2015.
The information below is not necessarily indicatdfavhat PayPal’s capitalization would have beed the& separation, distribution and related
financing transactions been completed as of Malgi2815. In addition, it is not indicative of PayBduture capitalization. This table should
be read in conjunction with “Unaudited Pro Formax@ensed Combined Financial Statements,” “Selecistbfital Combined Financial Data
of PayPal,” “Management’s Discussion and Analy$iEinancial Condition and Results of Operations\tl #ayPal’s combined financial
statements and notes included in the “Index torkiig Statements and Schedule” section of thisrmé&tion statement.

As of March 31, 201E

Historical Pro Forma
(In millions)
(Unaudited)
Cash and equivalen® $ 2,36¢ $ 6,16F
Indebtedness:
Shor-term debi
Notes and payable to affiliat® 86¢ 11€
Total Indebtednes $ 86¢ $ 11€
Stockholders equity:
Common stock, par value $0.0001 per share on éopma basi{?) — —
Additional paic-in capital(® — 12,38:
Net parent investmel). (2) 8,49¢ —
Accumulated other comprehensive income (li 142 142
Total stockholder equity $ 8,64( $ 12,52¢
Total Capitalization $ 9,50¢ $ 12,64¢

(1) Reflects a $3.8 billion total cash contributiorPayPal from eBay

(2) Represents the effect of the expected pro faistaibution of approximately 1.2 billion sharesonir common stock at par value $0.0001
per share to holders of eBay common stock andehdting elimination of eB¢ s net parent investmel

(3) Represents the settlement of certain intercompelapgements between PayPal and eBay in connecttbrtive distribution
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SELECTED HISTORICAL COMBINED FINANCIAL DATA OF PAYP AL

The following selected combined financial datagett the combined operations of PayPal. PayPalatkthe selected combined
statement of income data for the years ended Desefih 2014, 2013 and 2012 and the selected comhbiglance sheet data as of
December 31, 2014 and 2013, as set forth below ft® audited combined financial statements, whighincluded in the “Index to Financial
Statements and Schedule” section of this informagtatement. PayPal derived the selected combtaeshsent of income data for the years
ended December 31, 2011 and 2010 and the selemtenimed balance sheet data as of December 31, 2012,and 2010 from PayPal’s
underlying financial records, which were derivedhfrthe financial records of eBay. PayPal derivedsilected combined statement of income
data for the quarter ended March 31, 2015 and 20#i4selected combined balance sheet data as ohNar@015, as set forth below, from its
unaudited combined financial statements, includsevehere in this information statement. PayPaMaerithe selected combined balance shee
data as of March 31, 2014 from PayPal’s underlyimgncial records, which were derived from the fin@l records of eBay. The selected
unaudited pro forma combined statement of incone fite the quarter ended March 31, 2015 and thegmded December 31, 2014 and the
selected pro forma balance sheet data as of MdrcB(3.5 are derived from the “Unaudited Pro Formadensed Combined Financial
Statements” included elsewhere in this informastatement. The selected unaudited pro forma cordlEtegement of income data has been
prepared to reflect certain pro forma transactiarte selected pro forma combined statement afiirecas if they had occurred or had becom
effective as of January 1, 2014. The selected uteligro forma condensed combined balance shedidwasprepared to give effect to certain
pro forma transactions as though they had occumeadarch 31, 2015. The assumptions used and pnesfadjustments derived from such
assumptions are based on currently available irdton and we believe such assumptions are reasanabl

The historical and unaudited pro forma combinedltesio not necessarily indicate the results exqubfir any future period. To ensure a
full understanding, you should read the selectedhined financial data presented below in conjumctigth “Unaudited Pro Forma Condensed
Combined Financial Statements,” “Management’s Dismn and Analysis of Financial Condition and Rissof Operations” and the combined
financial statements and accompanying notes indletleewhere in this information statement.

Historical basic and diluted earnings per sharenatg@resented because PayPal’s financial infoamatas been prepared on a combined
basis. These financial statements have not be@ame for a single legal entity that had sharetabtfiroughout the entire historical period
and, accordingly, EPS for these periods has nat pesvided.

3 Months Ended March 31, Year Ended December 31
Pro Forma Pro Forma
2015 2015 2014 2014 2014 2013 2012 2011 2010
(Unaudited in millions) (In millions)
Combined Statement of Income Data
Net revenue $ 2,13« $2137 $187¢ $ 8,01z $ 8,02 $6,727 $ 5662 $ 4,49¢ $3,50¢
Operating incom: 314 322 31¢ 1,23 1,26¢ 1,091 88C 55€ 39C
Net income 24¢ 25k (382) 391 41¢ 95t 77¢ 46C 35C
Earnings Per Shal
Basic $ 0.2 N/A N/A $ 0.31 N/A N/A N/A N/A N/A
Diluted $ 0.2 N/A NA $ 0.31 N/A N/A N/A N/A N/A
Combined Balance Sheet Date
Total asset $ 25,94: $22,57¢ $19,83:¢ $21,91° $19,16( $16,187 $11,14( $8,30(
Total long term liabilities 61¢ 39C 461 38¢ 50¢ 42¢ 30¢€ 18¢
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UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL ST ATEMENTS

The unaudited pro forma condensed combined finhagements presented below have been derivedRayRal’s historical combined
financial statements for the year ended Decembge2@14 and as of and for the quarter ended MarcR@15. The unaudited pro forma
condensed combined financial statements shoulddmtin conjunction with PayPal’s historical comhirfimancial statements and
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations” included iis thformation statement. The
unaudited pro forma condensed combined statemeéntoifne has been prepared to give effect to thé=-Brma Transactions (as defined
below) as if the Pro Forma Transactions had ocduwrénad become effective as of January 1, 2014.uRaudited pro forma condensed
combined balance sheet has been prepared to déet &f the Pro Forma Transactions as though thd-Brma Transactions had occurred on
March 31, 2015.

Our unaudited pro forma condensed combined finhstaéements have been prepared based on avaitémation, assumptions, and
estimates that management believes are reasofi&gleinaudited pro forma condensed combined finhagements are for illustrative and
informational purposes only, and do not reflect tPayPal’s financial position and results of opierat would have been had the separation
occurred on the dates indicated and are not netdlgsadicative of its future financial position drfuture results of operations.

Our unaudited pro forma condensed combined finastaéements have been prepared to reflect adjussne our audited historical
combined financial statements that are: (i) fadtyusipportable, (ii) directly attributable to thiestibution, and, for purposes of the combined
statements of income, (iii) expected to have caiirtigpimpact on our results of operations. The uitaddro forma condensed combined
financial statements have been adjusted to giwxefd the following (the “Pro Forma Transactions”)

. The issuance of approximately 1.22 hillion sharfeBayPal common stoc

. The tax free distribution, for U.S. federalance tax purposes, of PayPal common stock to eBargbkblders and the resulting
elimination of eBa’s historical net parent investment in Pay!

. Our anticipated post distribution capital structuneluding an anticipated $3.8 billion cash cdmition to PayPal from eBa
. The transfers of certain assets and liabilitieBagPal from eBay; ar

. The impact of, and transactions contemplatethbyseparation and distribution agreement, opeyagreement, transition services
agreement, tax matters agreement, employee magerement, intellectual property matters agreenceftication services
agreements, a data sharing addendum and produglogdewvent agreemer

Our historical combined statement of income inctudiocations of certain expenses relating to sttfpactions historically provided by
eBay. These functions include, but are not limttedinance, legal, human resources, informatiahit®logy, employee benefits administrat
treasury, investor relations, corporate developnmésit management, shared services and other Jametadministrative costs. To operate as
an independent public company, we expect to inoatscto replace those services previously provieeBay in addition to incremental
standalone costs. We expect these incremental wobes$100 million to $150 million on an annuatpax basis. Due to the scope and
complexity of these activities, the amount and tighof these incremental costs could vary and, apresgly, are not included in the Pro Forma
Transactions.

The unaudited pro forma condensed combined finhagements constitute forward-looking informatemd are subject to certain risks
and uncertainties that could cause actual resuliiffer materially from those anticipated. See ti@anary Statement Concerning Forward-
Looking Statements” and “Risk Factors” includeceelbere in this information statement.
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PayPal Holdings, Inc.

Unaudited Pro Forma Condensed Combined Statement dficome
Three Months Ended March 31, 2015

As Pro Forma Pro
Reported  Adjustments Forma
(In millions, except per share
amounts)

Net revenue $2131 $ 3)(a) $2,13¢
Operating expense

Transaction expens 57¢ — 57¢

Transaction and loan loss 17¢ 10(b) 18¢

Customer support and operatic 27¢ 3(b) (c) (j) 27¢

Sales and marketir 23€ (13)(d) 228

Product developmel 224 — 224

General and administrati\ 13¢ 1(b) 13¢

Depreciation and amortizatic 141 4()) 14t

Restructuring 48 — 48
Total operating expens: 1,81¢ 5 1,82(
Operating incom: 322 (8) 314
Other income (expense), r (1) — (1)
Income before income tax 321 (8) 313
Income tax expense (bene! 66 (D(e) 65
Net income attributable to PayF $ 258 3 (7 $ 24¢
Net Income Attributable to PayPal Per Share of Comran Stock (dollars)

Basic U] $ 0.2C

Diluted ® $ 0.2C
Average Common Shares Outstandin

Basic ) 1,21¢

Diluted () 1,22¢
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PayPal Holdings, Inc.

Unaudited Pro Forma Condensed Combined Statement dficome
Year Ended December 31, 2014

Pro Forma Pro
As Reportec  Adjustments Forma
(In millions, except per share amounts

Net revenue $ 8,02t $ (23)(a) $8,017
Operating expense

Transaction expens 2,17( — 2,17(

Transaction and loan loss 64€ 43(b) 68¢

Customer support and operatic 1,05¢ 13(b)(c)() 1,06¢

Sales and marketir 99¢ (60)(d) 93¢

Product developmel 89( — 89C

General and administrati\ 482 6(b) 48¢

Depreciation and amortizatic 51€ 16()) 532

Restructuring — — —
Total operating expens: 6,751 18 6,77t
Operating incom: 1,26¢ (31) 1,235
Other income (expense), r (7) — (@)
Income before income tax 1,261 (37) 1,23(
Income tax expense (bene! 842 3)(e) 83¢
Net income attributable to PayF $ 41¢ % (28) $ 391
Net Income Attributable to PayPal Per Share of Comrmn Stock (dollars)

Basic (f) $ 0.31

Diluted (f) $ 0.31
Average Common Shares Outstanding

Basic ) 1,251

Diluted (f) 1,26
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PayPal Holdings, Inc.

Unaudited Pro Forma Condensed Combined Balance Shee

ASSETS
Current asset:
Cash and cash equivalel
Shor-term investment
Accounts receivable, n
Loans and interest receivable,
Funds receivable and customer acco
Notes and receivable from affiliat
Other current asse
Total current asse
Long-term investment
Property and equipment, r
Goodwill
Intangible assets, n
Other asset

Total asset

LIABILITIES AND EQUITY
Current liabilities:
Accounts payabl
Funds payable and amounts due to custo
Notes and payable to affiliat
Accrued expenses and other current liabili
Income taxes payab
Total current liabilities
Long-term liabilities
Total liabilities

Commitments and contingencies (Note
Equity:
Common stock, $0.0001 par val
Accumulated other comprehensive income (li
Net parent investmel
Additional paic-in capital

Total equity

Total liabilities and equit

At March 31, 2015

57

As Reportec

$

2,36¢

52
3,56¢
10,94¢
78¢
48C

18,20:

31
98¢
3,18¢
13¢
3C

22,57¢

12t
10,94¢
86¢
1,56¢

13,54¢

39C

13,93¢

142
8,49¢

8,64(

22,57¢

Pro Forma
Adjustments

$

(In millions, except per share amounts

3,80((g)

(626)(h)

3,17¢

$

165()()

14(K)
12()

3,36¢

(752)(h)

(752)

22&(9)(1) (k)

(524)

— (m)
(8,49¢)(m)

12,387(m)

$

3,88¢

3,36¢

Pro Forma

$ 6,16¢
10

53
3,56¢
10,94:
162
48C
21,38
31
1,15¢
3,18¢
152

42

$ 25,94«

$ 12E
10,94
11€
1,56¢
____ 46
12,79
61€
13,41°¢

142

12,38
12,52¢
$ 25,94«
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Notes to Unaudited Pro Forma Condensed Combined Famcial Statements

(@)
(b)

()

(d)

()
(f)

(9)

Reflects the impact of lower transaction reenftom payment services provided by PayPal to eBafe result of the terms of certain
commercial agreements negotiated between the pahnie stipulate lower transaction fees than tmisterically charged to eBa
Reflects the effect of the following costs thagre historically reimbursed to PayPal by eBaytfer administration of eBay’s customer
protection programs as follow

$ in millions March 31, 201¢ December 31, 201
Protection program losses, historically repa
as a reduction of transaction and loan lo: 10 43

Protection program services, historically

reported as a reduction of customer support

and operation 4 16
Protection program services, historically

reported as a reduction in general and

administrative expenst 1 6

Following the distribution, this program will denger be administered by PayPal, and theref@seticosts will not be reimbursed by
eBay. PayPal’s customer protection programs wikkiended to its customers’ purchases on eBaythandfore PayPal expects to incur
incremental costs associated with its customeseptimn programs

Reflects the impact of an additional $7 milliand $2 million for the year ended December 31428d the quarter ended March 31,
2015, respectively, representing costs for shaata centers and information technology facilites;ept for the facilities in Phoenix,
Arizona and Denver, Colorado, that will continuebomanaged by eBay after the separation pursadhé tcolocation services
agreements

Reflects the net reduction of costs chargdéagPal by eBay for referral services and user pati@t. eBay charged PayPal a total of
$119 million and $30 million for the year ended Beber 31, 2014 and the quarter ended March 31,,284pectively, for similar
services. Pursuant to the terms of the operatingeagent, these charges would have been $59 méhdrs17 million for the year ended
December 31, 2014 and the quarter ended March(3%, 2espectively, consisting of payments for conglis acquired and incentives for
the usage of PayPal products (including credit pctg) on certain eBay propertis

Reflects the tax effect of pro forma adjustraarging the respective statutory tax rate for #ar ynded December 31, 2014 and for the
quarter ended March 31, 20:

The calculations of pro forma basic earningsgi®are and average shares outstanding for thedogrésented are based on the number c
shares used to calculate eBay common stock outatafat the year ended December 31, 2014 and teegepended March 31, 2015,
adjusted for the expected distribution ratio of share of our common stock for every share of ei®eymon stock outstandin

The calculations of pro forma diluted earnings gigare and weightealverage shares outstanding for the period presanésblased on tt
number of shares used to calculate eBay dilutetiregs per share for the year ended December 34, 20d the quarter ended March 31,
2015, adjusted for the same distribution ratio sTdalculation may not be indicative of the diluteféect that will actually result from
PayPal stock-based awards issued in connectiontidtadjustment of outstanding eBay stock-baseddsia the grant of new stock-
based awards. The number of dilutive shares otoommon stock underlying PayPal stock-based awastgd in connection with the
adjustment of outstanding eBay stock-based awailtlaat be determined until after the distributidate.

We are unable to calculate historical basic anatetil earnings per share prior to the distributiecanse the financial information
included in the filing has been prepared on a coetbbasis. These financial statements have notfregared for a separate legal entity
that had share capital throughout the historiceibpe presented and accordingly, earnings per $bathese periods has not been
provided.

Reflects a $3.8 billion cash contribution toyPal from eBay, as well as the associated deféaednpact of $235 million attributable to
the contribution
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(h)

(i)
0

(k)

()
(m)

Reflects the settlement of certain intercompagreements between PayPal and eBay pursuant seplaeation and distribution
agreement. These amounts are comprised principgiiyercompany financing payables and receivaslesiming from eBay’s and
PayPal’s shared cash management and treasury progodiowing the separation, PayPal will perforsiatvn cash management and
treasury functions

Reflects $14 million in carrying value of carianformation technology equipment that will barisferred from eBay to PayPal in
connection with the colocation services agreem

Reflects the contribution of data center faciliie$?hoenix, Arizona and Denver, Colorado from eBajPayPal at an estimated amour
$151 million, pursuant to the colocation servicggeaments. The amount is based on the historic alue of these facilities as of
March 31, 2015. The Compamypro forma income statements reflect the revefshistorically allocated amounts from eBay to Paly$i
$10 million and $3 million for the year ended Det®mn31, 2014 and the quarter ended March 31, 2@$pectively. Additionally, the
pro forma income statements reflect depreciatiqgreage $16 million and $4 million for the year en@ettember 31, 2014 and the
quarter ended March 31, 2015, respectiv

Reflects $14 million in carrying value of cartgatents that will be transferred from eBay tgfPal in connection with the intellectual
property matters agreement, as well as a corregpgpnelduction of deferred tax liabilities of $3 tiwh associated with the transfi
Reflects the transfer of assets relating to ced&ay employee benefit plans pursuant to the tefrttse employee matters agreem:
Represents the distribution of approximateBHillion shares of our common stock at par vald@®801 per share to holders of eBay
common stock and the resulting elimination of €' s net parent investmel

59



Table of Contents

BUSINESS

Overview

PayPal Holdings, Inc. (“we,” “our,” “us,” “the Corapy” or “PayPal”)is a leading technology platform company that eesbligital and mobil
payments on behalf of consumers and merchants wididd We put our customers at the center of evergtitve do. We strive to increase our
relevance for consumers, merchants, friends andyfamaccess and move their money anywhere imtbidd, anytime, on any platform and
through any device (e.g., mobile, tablets, persooaiputers or wearables). We provide safer andleimyays for businesses of all sizes to
accept payments from merchant websites, mobilecdevand applications, and at offline retail loaagithrough a wide range of payment
solutions across our Payments Platform, includiagrl, PayPal Credit, Venmo and Braintree products.

We enable global commerce by providing paymenttsois for our approximately 162 million active amister accounts in over 200 markets,
while providing customers a choice of how they widlite to pay or get paid. A market is a geogragnia or political jurisdiction, such as a
country, territory, or protectorate, in which wdasfour services. A country, territory or proteeiiar is identified by a distinct set of laws and
regulations. An active customer account is a reggst account that successfully sent or receivéshat one payment or payment reversal
through our Payments Platform, excluding transastjgrocessed through our gateway products, indabe]2 months. Our gateway products
include our Payflow Payments and certain Brainm@glucts. A payment gateway links a merchant’s vtels that merchant’s processing
network and merchant account.

We offer our customers the flexibility to use tha@icount to both purchase and be paid for goodselss transfer and withdraw funds. A
consumer can typically fund a purchase using a laaokunt, a PayPal account balance, a PayPal @aatitint, a credit or debit card or other
stored value products such as coupons and gifsc&ur PayPal and Venmo products also make it sai@isimpler for friends and family to
transfer funds to each other using several of thas#ing sources. We offer merchants an end-topaythents solution that provides
authorization and settlement capabilities, as aihstant access to funds. We help merchants cowith their customers and manage risk.
We measure the relevance of our products in thes lof our customers, and therefore the successrdfusiness, through both payment volume
and payment transactions. Payment volume is theevafl payments, net of payment reversals, sucdgssampleted through our Payments
Platform, excluding transactions processed thramgtgateway products (“Total Payment Volume” or VTP During 2014, our TPV was
approximately $235 billion, representing growt26£6 over 2013. “Payment transactions” is the totahber of payments, net of payment
reversals, successfully completed through our Pagsri@latform, excluding transactions processedutittmur gateway products. During 2014,
payment transactions were approximately 4.0 biJli@epresenting growth of 22% over 2013.
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Strong Foundation

%2 $235 Billion 1 +26%

Total Payment Volume Total Payment Vidlume Growth YoY

MNew Markets Added In 2014
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Our Payments Platform is built to make the existifapal financial infrastructure work for peoplethe digital age. PayPal allows people to
make seamless transactions between different nsaaket networks. Our Payments Platform connectsfimiéimcial institutions around the
world, and allows consumers to make purchases @asbrgad range of payment methods, regardless efexdimerchant is located. Consumer
who use our Payments Platform can engage in crmstebshopping by sending payments to each othmioire than 200 markets across the
globe and in more than 100 currencies. This enablshants to increase sales volume by allowinmttzesell across borders to a much large
base of consumers.

We generate revenues by charging fees for provitlangsaction processing and other payment-relapdces, primarily based on the volume
of activity, or TPV, processed through our Paymétédform. We also earn revenue by providing valdded services to consumers and
merchants, such as PayPal’s Credit products. Qentee growth is influenced by, among other thimgsisumer spending patterns, merchant
adoption of payment methods other than traditienadlit cards and cash, the expansion of multi-calratail, the growth of mobile devices
and merchant applications on those devices, thetbrof consumers with access to the internet glgpbtie pace of transition from papease:
forms of payment to digital forms of payment, obae of the digital payments market, and our atititinnovate new methods of payment
merchants and consumers find to be valuable. @atesgly is to drive revenue growth by:

«  Growing our core businesses globally througbaexiing our base of active customer accounts, asarg our customers’ use of our
products and services by better addressing ouomgss’ everyday needs in managing and moving maneyexpanding the
adoption of our solutions by new merchants and waess;

« Diversifying our existing business by seekimgvrareas of growth in markets around the worldfaodsing on innovation both in
the digital and the physical worl

*  Providing software application developers wibls to quickly and easily integrate PayPal's drpayment solutions into merchant
and next generation mobile applications;
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¢ Leveraging the data we accumulate through [@ging transactions to build strong risk capabditieat enable the identification of
illegal, high-risk, or fraudulent transactions witte highest level of accuracy, without impactiagitimate transactions and while
incurring minimal losses

Our Strategy for Driving Growth

® ® @& &

Grow our active Increase customer Increase merchant Expand glabally
account base engagement adoption of solutions

Drive innovation to Equip developers with Leverage and extend
launch new services the best tools Risk Management

PayPal is a popular form of payment for mobile caroe, and our business has grown with the increadeption of mobile devices. In
December 2013, we completed our acquisition ofrBrae to strengthen our position in mobile paymants$ extend our coverage to a new
class of retailers who offer their services priryattirough mobile applications. As part of that aisifion, we also acquired Venmo, which
offers a leading mobile application to move monegneen friends and family using their mobile devBrintree’s and Venmo's focus on
mobile payments, their reach with a new class t@filexs and the technology obtained through thesis@tgpn have increased our payment
capabilities, improved our current product offesrand expanded our footprint with earlier stagectmants and a diversified demographic of
consumers.

We operate globally and in a rapidly evolving regaty environment characterized by a heightenedladgry focus on all aspects of the
payments industry. Some of the laws and regulatiomghich we are subject were enacted recentlynaadly such laws and regulations,
including those enacted prior to the advent oftdlgind mobile payments, are continuing to evadfveugh legislative and regulatory action
judicial interpretation. Changes in or -compliance with laws and regulations, changebéniiterpretation of laws and regulations, and the
enactment of new laws and regulations applicablestoould have a material adverse impact on ounesis, results of operations and financial
condition. Therefore, we monitor these areas cjoseénsure compliant solutions for our customehs @epend on us.

Connecting Merchants and Consumers

We operate a proprietary global technology platftinat links merchants and consumers around theegloEacilitate the processing of payn
transactions, allowing us to connect millions oframants and consumers worldwide. Our Paymentsdpthatfacilitates an efficient and secure
means for merchants to receive payments, and
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a convenient, secure way for consumers to make @atgnWe process transactions through our Payridaiiform in more than 200 markets,
allowing customers to pay and get paid in more t@ currencies, withdraw funds to their bank aot®in 57 currencies and hold balance
their PayPal accounts in 26 currencies.

A transaction on our Payments Platform can involpeo three participants in addition to us: a mantha consumer and the consumer’s

funding source provider. The following diagram $ilcates a typical payment transaction between awrnar and a merchant on our Payments
Platform:

How PayPal Serves Consumers and Merchants

Transaction

1, TRANSACTION CONFIRMED

FUNDING SOURCES 2 FUNDS EXCHANGED MINUS FEE
Byl oy P
Bl larstes Cansunmes
Eresdie

3. PRODUCT OR SERVICE DELIVERED

TRANSFER 2

PERSCINAL ACCOUNTS EXTERNAL ACCOLINTS
s LY Candy « Finamtlal Ir
G « Bgelia| el

Consumers

We enable consumers to more safely exchange fuitdsnwerchants using their PayPal digital walletr @igital wallet provides consumers
with the ability to draw funds from a variety ofihfinancial resources, which may include bothémal” sources of funds (i.e., a PayPal
account balance or PayPal Credit account) and eswfcfunds that are “external” to PayPal (e.gnkit@ansfers, credit and debit cards or gift
cards), within one application. We generally do ctodrge consumers to fund or draw from their actsyurowever, we generate revenue from
consumers on fees charged to exchange currenalesnainterest and fees from consumer loans origihttrough our PayPal Credit products.

We value our relationship with our consumers ane@shin this relationship; we strive to provideig#nt customer service, account support,
protection from loss, and create relevant produgigroximately 8,000 people in our customer sergigganization work around the clock to
provide our consumers with answers and solutiorsnwand where they need them, in over 20 langu&desave operations centers around
the world, including in Chandler, Arizona; Hunt \égl, Maryland; Omaha, Nebraska; Berlin, Germanyndalk, Ireland; Dublin, Ireland;
Kuala Lumpur, Malaysia; Sao Paulo, Brazil; and S, China that strive to provide high-quality\dee and support for our customers. We

have also developed a number of trust and sequnityrams, including PayPalBuyer Protection Program, that provide additigoratection tc
consumers for qualifying
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purchases by reimbursing the consumer for theafulbunt of the purchase if a purchased item doeamiwe or does not match the seller's
description (see Protecting Merchants and Consudiscsssion below).

Traditional financial institutions often charge $dfer basic services provided to their customenrd,existing alternatives to these financial
institutions, including services to cash a checkay a bill, are often inconvenient and expensiVe.focus on providing low cost consumer
products that democratize the access to and movesheroney. We believe that managing and movingresamer’s hard earned money
should be a right, not a privilege. Through ouhtemlogy and products, we believe we can changetttias quo and make digital payments
more efficient and accessible. We expect persquetsen (or “P2P”) transfers to contribute to thrategy. These P2P products are believed t
have network effects, helping to establish relaiops with potential PayPal users by allowing therjoin the Payments Platform at the tim«
making or receiving payments, which encouragesatural, user-driven growth. PayPal offers P2P pyrsolutions through its website, its
PayPal mobile application, and through Venmo, aila@pplication that enables payment transacti@taéen non-merchant account holders.

Merchants

As commerce continues to transition from the phajisieorld to the digital world and from domestic corce to global commerce, our
proprietary Payments Platform provides opportusife@ merchants to grow their businesses. We pavtith merchants to help them grow and
expand their businesses by improving sales cororerproviding global reach, offering alternativeypeent methods (such as easy integration
credit products and mobile capabilities), redudosges through proprietary protection programsleneraging data analytics. We continue to
grow merchant acceptance through business devetdpngvities and direct relationships with merctsaiVe enable merchants to more sa
and simply receive payments from our active custaeounts, providing global reach while reduciome of the complexity and friction
involved in enabling overseas and cross-bordeetrBdr the year ended December 31, 2014, approaiyné8% of PayPal's TPV involved a
merchant outside of the U.S., and approximately 242 cross-border (i.e., transactions where thelma@at and consumer were in different
countries).

A merchant can typically open a standard PayPalwatcand begin accepting payments through PayRhkinaa few minutes. Most online or
mobile merchants can onboard quickly and are reptired to invest in new or specialized hardwarer. Payments Platform supports growth
with a variety of value added services designeduketp businesses of all sizes manage their cash fitowice clients, pay bills, and reduce the
need for merchants to receive and store sensitistomer financial information. For our standard/gey, we do not charge merchants setup or
recurring fees. A merchant can also integrate ®ithintree to begin accepting payments with creddebit cards, PayPal, Venmo, digital
currencies such as Bitcoin, or other payment smigtiwvith a single integration.

Our payment and PayPal Credit products, are designbelp merchants increase the conversion ratertsumer purchases on their websites
and mobile applications. For example, our One Tqudduct allows consumers to authenticate theioactduring their first One Touch
purchase. This enables them to skip the login m®&ar future payments and turn shopping into atoneh operation with near-instant
authentication. We also provide the ability for sfents to offer (and consumers to fund) paymetadeferred payment option using our
PayPal Credit products. When a consumer funds@hpee using PayPal Credit, our chartered finantséitution in Luxembourg, or an
independent chartered financial institution in th&. with whom we partner, extends credit to thesconer, funds the extension of credit at the
point of sale (“POS”) and advances funds to thecimant. In the U.S., we subsequently purchase theutoner receivables related to the
consumer loans from the independent chartereddiabimstitution with whom we partnered and assuteof that purchase, bear the risk of
loss on the related consumer receivables, legsattiEipation interest held by the independent tehiad financial institution. We are respons
for all servicing functions related to the PayPegdlit customer account balances. In addition, wee lsaprogram in which we offer certain of
our merchants a line of credit, which may be paidkto PayPal through a percentage of their sapergted through PayPal.
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We value our relationship with merchants and inueshis relationship by providing customer seryigecount support, developer advocacy
support, and proprietary risk and security soligidn addition to our consumer protection prograweshave also developed PayPal’s Seller
Protection Program. This program provides protectiomerchants against claims that a transactiannetiauthorized by the buyer or claims
that an item was not received by covering the s#lethe full amount of the payment on eligibléesa By offering dual buyer and seller
protection programs, both the consumer and meratantransact with confidence.

Our Payments Platform and open application prograngnterfaces (“APIs”) are designed to allow d@pars to innovate with ease and to
offer cutting edge applications to a large ecosysté merchants and consumers, while at the saneertimintaining the security of our
customers’ financial information. We provide deyedes with easy to use, flexible and powerful tabkt are designed to leverage our global
reach and payment capabilities. Our software dgeglkits (“SDKs") are specifically focused on thelnile application market and are
designed to remove friction by not requiring a redi to PayPal.com or an additional log in. Welsiag a true “mobile first” approach to
make payments simple and intuitive.

Revenue Sources

We earn revenues primarily by processing custora@sactions on our Payments Platform and from othlele added services. Our revenues
are classified into the following two categories:

e Transaction revenuedlet transaction fees charged to consumers and arichased on the volume of activity processedigiro
our Payments Platform, including PayPal, PayPatlirégenmo and Braintree produc

e Other value added servicedlet revenues derived principally from interestl &es earned on our PayPal Credit loans receivable
portfolio, subscription fees, gateway fees, reveshere we earn through partnerships and othercesrtthat we provide to
consumers and merchar

Transaction revenues are generated from fees ah&gaerchants on the TPV that we enable. GrowffP¥ is also directly impacted by the
number of active customer accounts and the paytremgactions that we enable on our payments phatfbr 2014, transaction revenues
generated from customers and merchants on eBayleipéace who completed a transaction using outlyxets constituted 29% of our net
revenues, down from 32% in 2013. The decline ic@atage of revenues generated from eBay buyersBayl sellers reflects the growth in
adoption of PayPal solutions on platforms othentéBay. No other source of revenue represented thare10% of our revenues.

Our pricing varies among regions and can be matiffie individual merchants through custonsgecific agreements, which provide merch
with financial incentives and other benefits taiessaccept, route, prioritize and promote our beangroducts and other payment programs.
These financial incentives may be based on TPMtwrgerformance-based criteria, such as issuamevwpayment products, increased
acceptance of our products, launch of new prog@mesecution of marketing initiatives.

Protecting Merchants and Consume

Protecting merchants and consumers from loss istiative to successfully competing in the paymemisistry. Trust and security are essentia
for our customers, and PayPal invests significaintiyroviding both merchants and consumers with@inensive protection. The risk to
merchants and consumers (and their payments pgtinem fraudulent activities, such as account é&ke, identity theft and counterparty mal-
intent, is growing. Our ability to protect both sumers and merchants is based largely on ouryatuilieverage the data we collect on
transactions and our analytical capabilities. Wieelse mobile devices will play an important partive future of commerce, creating the
opportunities to make our ecosystem safer. For pl@rPayPal is able to use accurate location datayeowing protection for the mobile
operating environment to reduce risk to merchantsa@nsumers.
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We enable consumers to make payments safely andysimthout sharing sensitive financial informatjauch as credit card or debit card
numbers, with merchants or other consumers. To rpaiments using PayPal, consumers need to disoidgeheir email address or mobile
phone number to merchants. The account-based raftote Payments Platform helps us to better detedtprevent fraud when funds enter,
flow through and exit the Payments Platform becausdransactions are tokenized and because payau#rdrization credentials are separi
from account holder information. Our ongoing invesht in systems and processes designed to enHensafety and security of our products
reflects our goal of having PayPal recognized asajrthe world’s most trusted payments brands.

We provide merchants and consumers with protegtiograms on substantially all transactions comgl#gteough our Payments Platform,
except for transactions using our gateway prodddisse programs protect both merchants and consunoen loss primarily due to fraud and
counterparty performance. Our risk management dltesballow us to provide these protections, whare generally much broader than those
protections provided by other participants in thgrpents industry. Most payments providers do nigraherchant protection in general, and
those that do so generally do not provide protaatioonline or card not present transactions. Assalt, merchants may incur losses for
chargebacks and other claims on certain transactidren using other payments providers that theyldwoot incur if they had used PayPal's
payments services. PayPal also provides consurogbion against losses and accepts claims foda88 post transaction in the markets that
PayPal serves. This protection is consistent witlyetter than, that offered by other payments igerg. We believe that as a result of these
programs, consumers can be confident that theyowil be required to pay if they receive the prddn¢he condition as described, and
merchants can be confident that they will receiagnpent for the product that they are deliveringh customer.

Our Payments Platform utilizes a combination ofppietary technologies and services as well as w@olgies and services provided by third
parties. We have developed intuitive user inteacastomer tools and transaction processing, dsg¢adnd network applications that help
enable our users to reliably and securely comptatesactions on our sites and help our customautilize its suite of services. Our technology
infrastructure simplifies the storage and procegsilarge amounts of data, eases the deploymehoperation of large-scale global products
and services and automates much of the admingtrafilarge-scale clusters of computers. Our teldgyoinfrastructure has been designed
around industry-standard architectures to redugentime in the event of outages or catastrophic oecces. We strive to continually improve
our technology infrastructure to enhance the cust@mperience and to increase efficiency, scatgkild security.

Our Payments Platform’s architecture enables esnoect all parties regardless of whether the &etien is occurring at a traditional physical
location, online or through a mobile device. ThgRants Platform incorporates multiple layers oftpetion, both for continuity purposes and
to help address cyber-security challenges. We engagnultiple efforts to protect the Payments Rlatf against these challenges, including
regularly testing our systems to address potewti@erabilities.

Intellectual Property

The protection of our intellectual property, indlugl our trademarks (particularly those coveringPagPal name), patents, copyrights, domair
names, trade dress and trade secrets is criticairteuccess. We aggressively protect our intel@giroperty rights by relying on federal, state
and common law rights in the U.S. and internatilpnals well as a variety of administrative proceduiWe also rely on contractual restrictions
to protect our proprietary rights in products aad/ges. We have routinely entered into confiddityiand invention assignment agreements
with our employees and contractors and nondiscioagreements with parties with whom we conductriass to control access to and limit
disclosure of our proprietary information.

We pursue the registration of our domain namedetraarks and service marks in the U.S. and intemmally. Additionally, we have filed U.S.
and international patent applications coveringaieraspects of our proprietary
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technology. Effective trademark, copyright, patelstnain name, trade dress and trade secret paitdstivery expensive to maintain and may
require litigation. We must protect our intelledtpeoperty and other proprietary rights in an iragi@g number of jurisdictions, a process thi
expensive and time consuming and may not be suctess

We have registered our core brands as trademackd@nain names in the U.S. and a large numberhef garisdictions and have in place an
active program to continue to secure trademarksdantain names that correspond to our brands ineteadf interest.

Competition

Consumers may choose to pay merchants throughetyaf alternative means, including credit anditierds, automated clearing house and
bank transfers, other online payment servicesipefftayment methods such as cash, check or modey and by using mobile phones.
PayPal’s products compete with products from thpaety networks (such as American Express and Desgpfour-party networks (such as
Visa and MasterCard) and other mobile payment solst

PayPal seeks to differentiate itself from indugtayticipants on the safety of the transaction (k- management capabilities as well as
protection of consumer account details), the siaitglprovided for digital transactions (use of ameil address, a mobile phone number or ou
One Touch product), and being both brand and tdogpagnostic. Further, unlike traditional four-ganetworks or other mobile payment
solutions, PayPal has a direct financial relatigms¥ith both its consumers and merchants. As alresour risk management capabilities,
PayPal can provide its customers with protectiomffraud and other losses incurred by participemtstransaction.

To compete effectively, we will need to continuestgpend significant resources in technology andkatarg. During 2014, PayPal incurred
over $1 billion on product innovation and developtp@nd enhancing our infrastructure, to ensurecagtomers have the capabilities they 1
and want to complete transactions safely and sinfflyther, in 2014, we incurred over $270 milli@tated to our efforts to promote our bra
through advertising, promotions, and other stratégtiatives. Our marketing efforts play an impaortt role in building brand visibility, usage
and overall preference among consumers at checkout.

Government Regulation

Government regulation impacts key aspects of oainess. We are subject to regulations that affecpayments industry in the countries we
operate.

Payments RegulatioVarious laws and regulations govern the paymenssiry in the U.S. and globally. In the U.S., savef our

subsidiaries hold licenses to operate as a moaegrritter (or its equivalent), which, among otténgs, subjects those subsidiaries to
reporting requirements, bonding requirements, &tiohs on the investment of customer funds andeictipn by state regulatory agencies.
Outside the U.S., we provide localized versionewfservice to customers through various foreidrsiliaries. The activities of those nbnS.
entities are, or may, be supervised by a finameiglilatory authority in the jurisdictions in whittey operate. Among other regulatory
authorities, the Luxembourg Commission de Surveiéadu Secteur Financier (the “CSSF”), the Austrabecurities and Investments
Commission, the Monetary Authority of Singapore Reserve Bank of India and the Central Bank oSRuwsave asserted jurisdiction over
some or all of our activities in a particular caynfThis list is not exhaustive, as there are numeither regulatory agencies that have or may
assert jurisdiction. The laws and regulations alie to the payments industry in any given judidn are subject to interpretation and
change.

Banking Agency Supervisi. We serve our customers in the European Uniorugird®ayPal (Europe) S.a.r.l. et Cie, SCA, a whoWyred
subsidiary that is licensed and subject to reguatis a bank in Luxembourg by the CSSF. Conseguevel must comply with rules and
regulations of the banking industry related to tjzation,
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funds management, corporate governance, anti-mlanegering, disclosure, reporting and inspectioe. /0 are, or may be, subject to
banking-related regulations in other countries mown the future related to our role in the finaiénhdustry. In addition, based on our
relationships with our partner financial institut®in the U.S., we are subject to indirect regafatind examination by these financial
institutions’ regulators.

Consumer Financial Protection Bureahe Consumer Financial Protection Bureau (thePBHF has significant authority to regulate
consumer financial products in the United Stateduding consumectredit, deposit, payment, and similar products. TR&B and other simil
regulatory agencies in other jurisdictions may hianaad consumer protection mandates that couldtiesthe promulgation and interpretation
of rules and regulations that may affect our bussne

Anti-Money LaunderingPayPal is subject to anti-money laundering (“AMI&yvs and regulations in the U.S. and other jurisoiis outside of
the U.S. We have implemented a comprehensive AMgram designed to prevent our payment network freing used to facilitate money
laundering, terrorist financing, and other illiaittivity, or to do business in countries or withigmns and entities included on designated col
or person lists promulgated by the U.S. Departroéttte Treasury’s Office of Foreign Assets Cont(0BFAC”) and equivalent authorities in
other countries. Our AML compliance program is coisgd of policies, procedures and internal contriolduding the designation of a
compliance officer, and is designed to addressetheggal and regulatory requirements and assistinaging money laundering and terrorist
financing risks.

Interchange Feednterchange fees associated with four-party paymeygtems are being reviewed or challenged in waijigrisdictions. For

example, in the European Union, the Multilateraéiohange Fee (“MIF’Regulation (which we expect to become effective0a5) caps crec
and debit interchange fees for cards payments sonddes for business rules to be complied by anggany dealing with card transactions,
including PayPal. As a result, the fees that wéecbin certain jurisdictions may become the subjdéecegulatory challenge.

Data Protection and Information SecuriAspects of our operations or business are sulijgmtitacy and data protection regulation in the
United States, the European Union and elsewheresxample, in the United States, we are subjeictftsmation safeguarding requirements
under the Gramm-Leach-Bliley Act that require th@menance of a written, comprehensive informasiecurity program and in Europe, the
operations of our Luxembourg bank are subjectfrimation safeguarding requirements under the Libamg Banking Act, among other
laws. Regulatory authorities around the world anesidering numerous legislative and regulatory psafs concerning privacy and data
protection. In addition, the interpretation and laggtion of these privacy and data protection lawthe United States, Europe and elsewhere
are often uncertain and in a state of flux.

Additional Regulatory DevelopmenVarious regulatory agencies also continue to exaraiwide variety of issues, including virtual cmcies
identity theft, account management guidelines,gmyy disclosure rules, security and marketing Waild impact PayPal.

For an additional discussion on governmental raguiaffecting our business, please see the risfofa related to regulation of our payments
business and regulation in the areas of consumeqy;, data use and/or security in “Risk FactorsiskAFactors That May Affect Our
Business, Results of Operations and Financial Gmmdiincluded elsewhere in this Information Staterh

Legal and Regulatory Proceedings

We are involved in legal and regulatory proceedioiggin ongoing basis. Many of these proceedingmararly stages, and may seek an
indeterminate amount of damages. If we believedHass arising from such matters is probable @mibe reasonably estimated, we accrue th
estimated liability in our financial statementsoifly a range of estimated losses can be determivedccrue an amount within the range that,
in our judgment, reflects the most likely outcorifigtone of the estimates within that range is ddvedstimate than any other amount, we
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accrue the low end of the range. For those prongsdh which an unfavorable outcome is reasonabgiple but not probable, we have
disclosed an estimate of the reasonably possibfedorange of losses or we have concluded thestimate of the reasonably possible loss or
range arising directly from the proceeding (i.eonetary damages or amounts paid in judgment desetht) are not material. If we cannot
estimate the probable or reasonably possible losange of losses arising from a legal proceedirgghave disclosed that fact. In assessing th
materiality of a legal proceeding, we evaluate, agnother factors, the amount of monetary damageset, as well as the potential impact of
non-monetary remedies sought by plaintiffs (ergunctive relief) that may require us to changelousiness practices in a manner that could
have a material adverse impact on our busines#$ &pect to the matters disclosed below, we aablarto estimate the possible loss or rang
of losses that could potentially result from thelagation of such non-monetary remedies.

Amounts accrued for legal and regulatory proceesifogwhich we believe a loss is probable werematerial for the year ended
December 31, 2014. Except as otherwise noted éoptbceedings described below, we have concludesidoon currently available
information, that reasonably possible losses agidirectly from the proceedings (i.e., monetary dges or amounts paid in judgment or
settlement) in excess of our recorded accrualalapenot material to PayPal. However, legal andledgry proceedings are inherently
unpredictable and subject to significant uncertemtlif one or more matters were resolved agas$t @ reporting period for amounts in exc
of management’s expectations, the impact on ouratipg results or financial condition for that refeg period could be material.

Regulatory Proceeding

We routinely report to the U.S. Department of Treg's Office of Foreign Assets Control (“OFAC”) grayments we have rejected or blocked
pursuant to OFAC sanctions regulations and on asgiple violations of those regulations. We hawepeoated with OFAC in recent years
regarding our review process over transaction ranij and have self-reported a large number of lstimdlar amount transactions that could
possibly be in violation of OFAC sanctions regudas. In March 2015, we reached a settlement witA©Fegarding the possible violations
arising from our practices between 2009 and 20&fyrb our implementation of real-time monitoringgesses. In addition, we continue to
cooperate with OFAC regarding more recent self4ggotransactions that could also possibly be atation of OFAC sanctions regulations.
Such self-reported transactions could result imaor actions against us including litigationuingtions, damage awards or require us to
change our business practices that could resalhiaterial loss, require significant managemeng timasult in the diversion of significant
operational resources or otherwise harm our busines

On August 7, 2013 and January 13, 2014, eBay, Payldzcertain wholly owned subsidiaries of Paylakived Civil Investigative Demands
(“CIDs”) from the CFPB requesting that we provide testim@mgduce documents and provide information relapingarily to the acquisitior
management, and operation of our PayPal Creditystedincluding online credit products and servieglvertising, loan origination, customer
acquisition, servicing, debt collection, and comahandling practices. We have cooperated wighGRPB throughout the course of the
investigation. In May 2015, we entered into a Con$grder with the CFPB in which we settled potdraliegations arising from PayPal Credit
practices between 2011 and 2015. This settlemehtdad $15 million in redress to consumers, a $illfom civil monetary penalty, and our
agreement to various changes to our disclosureduasidess practices. We will continue to coopeaatd engage with the CFPB and work to
ensure compliance with the settlement terms. imhatf the settlement could result in claims oli@td against us, including litigation,
injunctions, or damage awards or require us to gaaur business practices that could result in @nahloss, require significant management
time, result in the diversion of significant opéoatl resources or otherwise harm our business.

Following media reports about future revisions to vser agreement, the New York Attorney Generdfise has sent us a letter expressing
concern and asking us to respond to certain quesstiche Federal Communications Commission, theraéd@eade Commission and four
senators have also contacted us regarding thissubj/e are in the process of responding to thagéep.
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General Matters

Other third parties have from time to time claimadd others may claim in the future, that we hafenged their intellectual property rights.
We are subject to patent disputes, and expectubatill increasingly be subject to additional paterringement claims involving various
aspects of our business as our products and semacginue to expand in scope and complexity. $laims may be brought directly or
indirectly against our companies and/or againstooistomers (who may be entitled to contractualimuiéication under their contracts with u
and we are subject to increased exposure to sachschs a result of our recent acquisitions, paletity in cases where we are entering into
new lines of business in connection with such aitjans. We have in the past been forced to liggatch claims, and we believe that additi
lawsuits alleging such claims will be filed agaiost Intellectual property claims, whether meritos or not, are time consuming and costly to
defend and resolve, could require expensive chaingas methods of doing business or could requ&réo enter into costly royalty or licens
agreements on unfavorable terms.

From time to time, we are involved in other dispute regulatory inquiries that arise in the ordynesurse of business, including suits by our
customers (individually or as class actions) aliggamong other things, improper disclosure ofgiges, rules or policies, that our practices,
prices, rules, policies or customer/user agreemaalate applicable law or that we have acted uhfaind/or not acted in conformity with such
prices, rules, policies or agreements. In additiotihese types of disputes and regulatory inquidas operations are also subject to regulatory
and/or legal review and/or challenges that tenefiect the increasing global regulatory focus taak the payments industry is subject and,
when taken as a whole with other regulatory andlative action, such actions could result in tim@osition of costly new compliance burdens
on our business and customers and may lead tcaseaecosts and decreased transaction volume agwue\Further, the number and
significance of these disputes and inquiries ateeimsing as our company has grown larger, our bssihas expanded in scope (both in terms
of the range of products and services that we @aifffiek our geographical operations) and our prodarmtisservices have increased in complexity
Any claims or regulatory actions against us, whetheritorious or not, could be time consuming, heisucostly litigation, damage awards
(including statutory damages for certain causesctibn in certain jurisdictions), injunctive relief increased costs of doing business through
adverse judgment or settlement, require us to ahang business practices in expensive ways, regigreficant amounts of management time.
result in the diversion of significant operation@ources or otherwise harm our business.

Properties

We own and lease various properties in the U.S.odimel countries around the world. We use the pit@sefor executive and administrative
offices, data centers, product development offifidéillment centers and customer service officks.of December 31, 2014, our owned and
leased properties provided us with aggregate sqaatage as follows:

United State Other Countries Total

(In millions)
Owned facilities 1.C — 1.C
Leased facilitie: 0.¢ 1.2 21
Total facilities L 1.2 3.1

Our corporate headquarters are located in San Gadiégrnia and occupy approximately 0.7 millionafned square feet.

Seasonality

The Company does not experience meaningful seagormdd individual quarter in 2014, 2013 or 201Zaanted for more than 30% of net
revenue.
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Financial Information About Segments

See “Note 9—Segment and Geographical Informatiorthe combined financial statements included is itliormation statement for certain
financial information about segments.

Employees

As of December 31, 2014, we employed approximé&ltB|$00 people globally, of whom approximately 9, b0@ur employees were located in
the U.S. We consider our relationship with empleytebe good.

Corporate Information

PayPal was incorporated in Delaware in January 2he purpose of owning and operating eBayayments business in connection with
separation and distribution described herein. Radhe contribution of this business to PayPalictwhwill occur prior to the distribution, Payt
will have no operations.

The address of PayPal’s principal executive offisdayPal Holdings, Inc., 2211 North First Str&estn Jose, California 95131. PayPal's
telephone number after the distribution will be&§%1067-1000. PayPal maintains an Internet sitevav.paypal.comand its investor relations
site will be accessible prior to the distributiarhép://investor.paypal-corp.comPayPal’s website and the information containedeim or
connected thereto shall not be deemed to be incatgzbherein, and you should not rely on any sofdrination in making an investment
decision.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS

Please read the following discussion in conjunctidth the audited combined financial statementschvare comprised of the payme
business of eBay Inc., including PayPal, Inc. aedain other assets and liabilities that have hiitally been held at the eBay Inc. corporate
level, but are specifically identifiable and attuilable to the payments business, and correspontes, and the unaudited pro forma
condensed combined financial statements and casrepg notes included elsewhere in this informattatement. This Management's
Discussion and Analysis of Financial Condition d@&ekults of Operations contains forw-looking statements. The matters discussed in thes
forward-looking statements are subject to risk, uncertagjtand other factors that could cause actual itsso differ materially from those
projected or implied in the forwa-looking statements. Please see “Risk Factors” &dutionary Statement Concerning Forward-Looking
Statements” for a discussion of the uncertaintisks and assumptions associated with these statisme

Overview

On September 30, 2014, eBay Inc. (“eBay”) annouritseidtent to separate its payments businessaintimdependent, publicly traded
company. To accomplish this separation, in JanRafyp, eBay incorporated PayPal Holdings, Inc. (FRayHoldings”) which will ultimately
become the parent of PayPal, Inc. and will holckatly or indirectly, all of the assets and liai#ls associated with PayPal, Inc. References to
“we,” “our,” “us,” “the Company” or “PayPal” refeio the combined entities of the payments businés8ay, including PayPal, Inc. and
certain other assets and liabilities that have lestorically held at the eBay corporate level, &ig specifically identifiable and attributable to
the payments business.

Years ended December 31, 2014, 2013 and 2012

We recorded net income of $419 million in 2014, $@4illion in 2013 and $778 million in 2012. The degse in net income in 2014 was
primarily attributable to an increase in income ¢apense of $713 million primarily resulting frotretrecognition of deferred tax liabilities
relating to undistributed foreign earnings of cerfareign subsidiaries for 2013 and prior year® kcorded non-GAAP net income of $1.3
billion in 2014, $1.2 billion in 2013 and $1.0 @lh in 2012. The increase in non-GAAP net incom20t4 and 2013 was attributable to an
increase in operating income in each of these gsrio

Net revenues increased 19% in 2014 and 2013. Tnedse was primarily driven by growth in total pa&yrnvolume “TPV”) of 26% in 2014
and 24% in 2013. Operating expenses increaseddfilioh and $854 million, or 20% and 18% in 20142013, respectively. The increase
was primarily due to an increase in transactioreesp, transaction and loan losses, and additiomesiments in sales and marketing program
and product development initiatives.

Operating income increased $177 million, or 1692004 compared to 2013, and $211 million, or 249043 compared to 2012. Non-GAAP
operating income increased $237 million, or 1792044 compared to 2013 and $244 million, or 2192003 compared to 2012. Our non-
GAAP operating margin was 21% in 2014, 21% in 2848 21% in 2012. Operating income and non-GAAP aipeg income increased in
2014 and 2013 as a result of the increase in neties.

We generated net cash flows from operations of B#lian for the year ended December 31, 2014, carag to $2.0 billion and $1.6 billion fi
the years ended December 31, 2013 and 2012, resggctWe generated free cash flow of $1.7 billi®d,6 billion and $1.1 billion in 2014,
2013 and 2012, respectively.
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The following table provides a summary of our conelai operating results for the years ended DeceB8het014, 2013 and 2012:

Year Ended December 31 Percent Increase/(Decrease
2014 2013 2012 2014 2013
(In millions, except percentage
Net Revenue $8,02¢ $6,72 $5,66: 19% 19%
Operating Expense 6,757 5,63¢ 4,78 20% 18%
Operating Incom: 1,26¢ 1,091 88C 16% 24%
Income Tax Expens 84z 12¢ 118 552% 114%
Effective Income Tax Ral 67% 12% 13% ** **
Net Income $ 41¢ $ 95t $ 77¢ (56)% 23%

**  Not Meaningful

The following table provides a summary of our condal non-GAAP financial measures for the years efkmbmber 31, 2014, 2013 and
2012:

Year Ended December 31 Percent Increase/(Decrease
2014 2013 2012 2014 2013
(In millions, except percentage
Non-GAAP operating incom $1,64¢ $1,411 $1,16 17% 21%
Non-GAAP operating margi 21% 21% 21% *x **
Non-GAAP net income $1,34% $1,18¢ $ 961 13% 23%

**  Not Meaningful

Please refer to “Non-GAAP Measures” below for dgstan of the items excluded from non-GAAP operatimipme, non-GAAP operating
margin and non-GAAP net income.

Three months ended March 31, 2015 and 2014

We recorded net income of $255 million and a ngs lof $382 million in the three months ended M&@th2015 and 2014, respectively. The
increase in net income in 2015 was primarily atii@le to a decrease in income tax expense of 86l8n, primarily resulting from the
recognition of deferred tax liabilities in the termonths ended March 31, 2014 relating to undistith foreign earnings of certain foreign
subsidiaries for 2013 and prior years. We record@dGAAP net income of $360 million and $337 miflim the three months ended March
31, 2015 and 2014, respectively.

Net revenues increased 14% in the three monthsldvidech 31, 2015 compared to the same period ofioe year. The increase w

primarily driven by growth in TPV of 17%. Operatiegpenses increased $259 million, or 17%, in theetimonths ended March 31, 2015
compared to the same period of the prior year.ifiti@ase was primarily due to an increase in tretimaexpense, transaction and loan losses
general and administrative expenses and additiomastments in product development initiatives. @gag expenses in the three months
ended March 31, 2015 also included $48 millioneistructuring expense representing approximatelyBthte growth in total operating
expenses compared to the same period in the praor y

Operating income increased $4 million, or 1% intfivee months ended March 31, 2015 compared tedime period of the prior year. Non-
GAAP operating income increased $61 million, or 15%he three months ended March 31, 2015 compardte same period of the prior
year. Our no-GAAP operating margin was 22% in the three mostided March 31, 2015 and 2014. Operating incomenandGAAP
operating income increased as a result of the @&serén net revenues.
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We generated net cash flows from operations of $6dlibn for the three months ended March 31, 2Gt8npared to $425 million for the thi
months ended March 31, 2014. We generated freeflcaglof $350 million and $325 million in the threeonths ended March 31, 2015 and
2014, respectively.

The following table provides a summary of our conglol operating results for the three months endediadl, 2015 and 2014:

Three Months Ended Percent
March 31, Increase/
2015 2014 (Decrease
(In millions, except percentage
Net Revenue $2,137 $1,87¢ 14%
Operating Expense 1,81¢ 1,55¢ 17%
Operating Incom: 322 31¢ 1%
Income Tax Expens 66 694 (90)%
Effective Income Tax Ral 21% 222% * %
Net Income/(Loss $ 25t $ (382 (167)%

**  Not Meaningful

The following table provides a summary of our condol non-GAAP financial measures for the three meetided March 31, 2015 and 2014:

Three Months Ended Percent
March 31, Increase/
2015 2014 (Decrease
(In millions, except percentage
Non-GAAP operating incom $ 47¢ $ 41z 15%
Non-GAAP operating margi 22% 22% *x
Non-GAAP net income $ 36C $ 337 7%

**  Not Meaningful

Please refer to “Non-GAAP Measures” below for d&sian of the items excluded from non-GAAP operatittpme, non-GAAP operating
margin and non-GAAP net income.

Business Environment

We are a leading technology platform company thabées digital and mobile payments on behalf osoomers and merchants worldwide. We
put our customers at the center of everything we/de strive to increase our relevance for consupmeeschants, friends and family to manage
and move their money anywhere in the world, anytiomeany platform and through any device (e.qg., ileptablets, personal computers or
wearables). We provide safer and simpler ways tsirtesses of all sizes to accept payments fromhraatavebsites, mobile devices and
applications, and at offline retail locations thgbua wide range of payment solutions across oumeats Platform, including PayPal, PayPal
Credit, Braintree and Venmo products.

We provide merchants and consumers with protegfograms on substantially all transactions comgléteough our Payments Platform,
except for transactions using our gateway prod@us.gateway products include our Payflow Paymantscertain Braintree products. A
payment gateway links a merchant’s website to fiicessing network and merchant account. Our gioteprograms protect both merchants
and consumers from loss primarily due to fraud @mghterparty performance. Our ability to proteatboonsumers and merchants is based
largely on our risk management capabilities, whircturn depend on our ability to leverage the degacollect on transactions and our
analytical capabilities. The protections we prowvéde generally much
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broader than those protections provided by othargggants in the payments industry. We believe #saa result of these programs, consumer
can be confident that they will only be requiregay if they receive the product in the conditiedascribed, and that merchants can be
confident that they will receive payment for theguct that they are delivering to the customer.

Our Payments Platform and open application prograngnterfaces (“APIs”) are designed to allow d®pars to innovate with ease and to
offer cutting edge applications to a large ecosysté merchants and consumers, while at the saneertimintaining the security of our
customers’ financial information. We provide deyaes with easy to use, flexible and powerful tdbkt are designed to leverage our global
reach and payment capabilities. Our software dgetlkits (“SDKs”) are specifically focused on thelnie application market and are
designed to remove friction by not requiring a redi to PayPal.com or an additional login. We aiagia true “mobile firstapproach to mak
payments simple and intuitive.

We generated approximately 52% of our 2014 netmeeg, 52% of our 2013 net revenues and 51% of @2 Ret revenues from merchants
consumers domiciled outside of the United StatéiseCthan the United States, the United Kingdom tlvasonly country where we generated
more than 10% of total net revenues in 2014, 20t32012. During each of these periods, we havegdserated more than 10% of total net
revenues in the euro zone. Because we have getardistantial net revenues internationally in repeniods, including the years ended
December 31, 2014, 2013 and 2012, we are subj¢ieetasks of doing business in foreign countrisgliscussed under “Risk Factors—Risk
Factors That May Affect Our Business, Results oé@pions and Financial Conditioriri that regard, fluctuations in foreign currencygleange
rates impact our results of operations. We haweeidgn currency risk management program that iggded to reduce our exposure to
fluctuations in foreign currencies; however, thieetiveness of this program in mitigating the imipafcforeign currency fluctuations on our
results of operations varies from period to perandj in any given period, operating results arallgaffected, sometimes significantly, by
changes in foreign currency exchange rates. Welleddcthe year-over-year impact of foreign curremmyvements on our business using prior
period foreign currency exchange rates applieditoeat year transactional currency amounts.

The markets for our products are intensely competéind are subject to rapid technological chamgeuding but not limited to our products’
ability to complete transactions accurately, sasalg quickly on merchant websites, within their f@bpplications, or in a physical location.
Since a large number of merchants accept formayhent other than PayPal, the use of our produdtimately a consumer choice. We
compete for consumer preference by offering safdrsampler ways to access and move money througimahbile device or personal
computer. We face competition from existing onlimmbile and offline payment methods.

Our business is subject to regulation in the coesin which we operate, including regulations sastAnti-Money Laundering (“AML”) and
Know Your Customer (“KYC”) policies. Information eerity risks for global payments and technology pamies have significantly increased
in recent years. Although we have not experiencgthaaterial impacts relating to cyber-attacks dveoinformation security breaches on our
Payments Platform, there can be no assurance thatemmune to these risks and will not suffehdosses in the future. See our risk factor
in “Risk Factors—Risk Factors That May Affect Oundiness, Results of Operations and Financial Ciemditelated to a failure or breach of
our security systems or infrastructure as a regudtber-attacks.

Impact of Foreign Currency Rates

We have significant operations internationally theg denominated in foreign currencies, primatily Euro, British Pound, and Australian
Dollar, subjecting us to foreign currency risk whimay adversely impact our financial results. Tinengithening or weakening of the U.S.
dollar versus the Euro, British Pound and Australillar impacts the translation of our net revengenerated in these foreign currencies int
the U.S. dollar. In 2014, foreign currency moversaetative to the U.S. dollar negatively impactet nrevenues by approximately $58

million (inclusive of a $36 million negative impaitom hedging activities). In 2013, foreign
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currency movements relative to the U.S. dollar tiegly impacted net revenues by approximately $20an (inclusive of a $4

million negative impact from hedging activities).2014 and 2013, foreign currency movements reddtivthe U.S. dollar did not have a
significant impact on net income. Additionally,donnection with our services in multiple currenci@e set our foreign exchange rates twice
per day, and may face financial exposure if we liremily set our foreign exchange rates or as dtregfluctuations in foreign exchange rates
between the times that we set our foreign exchaaigs. Given that we also hold some corporate astbmer funds in nok~S. currencies, o
financial results are affected by the translatibthese non-U.S. currencies into U.S. dollars. Whibm time to time we enter into transactions
to hedge portions of our foreign currency translagxposure, it is impossible to predict or elinindoe effects of this exposure. Fluctuation
foreign exchange rates could significantly impaat financial results.

Three months ended March 31, 2015 and 2014

In the three months ended March 2015 and 2014 energted approximately 52% of net revenues frortoousrs domiciled outside of the
United States. Other than the United States, thiteediKingdom was the only country where we generatere than 10% of total net revenues
in these periods.

In the three months ended March 31, 2015, foreigreacy movements relative to the U.S.dollar negétiimpacted net revenues by
approximately $80 million (inclusive of a $50 nlfi favorable impact from hedging activities), amtrased total operating expenses by
approximately $75 million. Therefore, in the thraenths ended March 31, 2015, foreign currency maresrelative to the U.S. dollar did r
have a significant impact on net income. In the¢hmonths ended March 31, 2014, foreign currencyements relative to the U.S. dollar
negatively impacted net revenues by approximat@lyndlion (inclusive of a $17 million negative imgiafrom hedging activities).

Financial Results - Fiscal Years 2014, 2013 and 201
Net Revenues

Revenue Descriptiol

We earn revenue from the following types of tratisas:

» Transaction revenuedlet transaction fees charged to consumers and areichased on the volume of activity processeditiro
our Payments Platform, including PayPal, PayPatlirégenmo and Braintree produc

» Other value added servicedlet revenues derived principally from interest &k earned on our PayPal Credit loans receivable
portfolio, subscription fees, gateway fees, reveshere we earn through partnerships and othercesrtthat we provide to
consumers and merchar

Transaction revenues are generated from fees ah&gaerchants on the volume of activity we engbtletal Payments Volume” or “TPV”).
We define TPV as the value of payments, net of matmeversals, successfully completed through aynfents Platform, excluding
transactions processed through our gateway prodDarsPayments Platform includes PayPal, PayPalitCdenmo and Braintree products.
Growth in TPV is also directly impacted by the paymtransactions that we enable on our paymentfopta Payment transactions is the total
number of payments, net of payment reversals, sstaéy completed through our Payments Platfornejueing transactions processed
through our gateway products. We earn additiornss fen transactions settled in foreign currenciesnahe enable cross-border transactions.
We also earn interest and related fees on recesdliim consumers and merchants that use our P&y&dit products.

Our revenues can be significantly impacted by thiewing:
* The mix between merchant typs

*  Mix between domestic and cr«-border transaction:
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»  Geographic region or country in which a transactioours; ant
* The amount of PayPal Credit loans receivable ouditg with consumers and merchal
Net revenues analysi

The significant components of our net revenuelierytears ended December 31, 2014, 2013 and 20Rasdollows:

Percent Increase

Year Ended December 31 (Decrease)
2014 2013 2012 2014 2013
(In millions, except percentage:
Transaction revenue $ 7,107 $ 5,99 $ 5,02¢ 19% 19%
Other value added servic 91¢ 73t 634 25% 16%
Net revenue $ 8,02t $ 6,72i $ 5,667 19% 19%

The increase in transaction revenues in 2014 atd @@s primarily based on the growth in TPV andttiiael number of payment transactions
on our Payments Platform.

The following table provides a summary of our agttwstomer accounts, number of payment transactiothd PV:

Percent Increase

Year Ended December 31 (Decrease)
2014 2013 2012 2014 2013
(In millions, except percentage:
Active customer accoun 162 14¢ 125 13% 16%
Number of payment transactio 3,96¢ 3,261 2,66: 22% 22%
Total TPV $234,63! $ 185,60t $ 150,06¢ 26% 24%
Percent of cro-border TPV 24% 24% 24% *x *x
Percent of TPV from large merchal 42% 3% 3€% ** **

**  Not Meaningful

The growth in TPV was driven largely by the incieasthe number of payment transactions and actigéomer accounts in 2014 and 2013.
The growth in transaction revenues was lower thargtowth in TPV and growth in payment transactidms to a higher portion of TPV
generated by large merchants who generally payrloates on higher transaction volume. We defingdanerchants as merchants who have
generated TPV greater than $1.2 million in the 1&tonths. The impact of increases or decreasmscies charged to our customers did not
significantly impact revenue growth in 2014 or 2013

Net revenues from other value added services isetthy 25% and 16% in 2014 and 2013, respectifély.increases were primarily due
interest and fee income earned on loans receimliftanding from consumers that used our PayPditGreducts as a funding source. The
total loans receivable balance as of December @14 and 2013 was $3.6 billion and $2.8 billion pexgively, reflecting a year over year
increase of 29%. In 2013, the increase in inteapdtfee income was offset by a decrease in revelmare we earn through partnerships and a
decrease in net revenues from other services tharavide to consumers and merchants.
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Operating Expenses

The following table summarizes our operating expsrand related metrics we use to assess the trexatin:

Percent Increase;

Year Ended December 31 (Decrease)
2014 2013 2012 2014 2013
(In millions, except percentage:

Transaction expen: $ 2,17 $ 1,83t $ 1,51¢ 18% 21%
Transaction and loan loss 64€ 50z 36& 2%% 38%
Customer support and operatic 1,05¢ 95( 814 11% 17%
Sales and marketir 99¢ 791 662 26% 19%
Product developmel 89C 727 677 22% 7%
General and administratiy 482 37¢ 34t 28% 10%
Depreciation and amortizatic 51€ 452 382 14% 19%
Restructuring — — 19 *x **
Total operating expens: $ 6,751 $ 5,63¢ $ 4,782 20% 18%
Transaction expense rét 0.92% 0.9% 1.01%

Transaction and loan loss r& 0.2¢% 0.27% 0.24%

1 Transaction expense rate is calculated by divitliagsaction expense by TF
2 Transaction and loan loss rate is calculated bigihy transaction and loan losses by T
**  Not Meaningful

Transaction expense

Transaction expense is primarily comprised of &< we incur to accept a customer’s funding soofgayment. These costs include fees
paid to payment processors and other financiatitigtns in order to draw funds from a customeradit or debit card, bank account or other
funding source they have stored in their digitalletaTransaction expense also includes intergséese on borrowings incurred to finance our
portfolio of loans receivable arising from our PayRredit funding option. We refer to the allocatiof funding sources used by our consumer
as our “funding mix.” The cost of funding a tranae with a credit card is generally more costlgritthe cost of funding a transaction from a
bank or through internal sources such as a Paglealiat balance or PayPal Credit. As we expandvh#adility of alternative funding sources
to our customers, a change in funding mix can emeeor decrease our transaction expense ratehé-gears ended December 31, 2014, 2013
and 2012, approximately 2% of TPV was funded wilyfPal Credit.

The increase of $335 million or 18% in transaciapense in 2014 compared to 2013, and the incafa&&17 million or 21% in 2013
compared to 2012 is predominantly attributablertanarease in TPV. Our transaction expense rat261d compared to 2013, and in 2013
compared to 2012 have improved due to a favoralsidifig mix and a larger share of TPV in countrié®re we pay lower rates for
transactions funded with credit cards than in th®.Uh addition, as our technology platform hasticared to expand, we are more cost effic

in enabling global payments. For the years endezkdber 31, 2014, 2013 and 2012, approximately 48%, and 46% of TPV was outside
the U.S. From time to time, payment card netwoikeehincreased, and may increase in the futurentbechange fees and assessments that
they charge for each transaction which accessesnttigvorks. Our payment card processors haveidgiing 1o pass any increases in interchange
fees and assessments on to us as well as inchesdisewn fees for processing. Such changes indhterge fees and assessments could incree
our transaction expense. Interest expense on brgsvincurred to finance our portfolio of loanse®@ble, included in Transaction expense,
was $7 million, $14 million and $12 million for thyears ended December 31, 2014, 2013 and 201 Z2atdspy.
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Transaction and loan losses

Transaction losses include the expense associatie@dw customer protection programs, fraud, ararghbacks. Loan losses include the lo
associated with our loans receivable balances. ¥yeat our transaction and loan losses to fluctdepending on many factors, including TF
macroeconomic conditions, the extent of our custgonetection programs, the impact of regulatorynges, and the credit quality of loans
receivable arising from transactions funded with BayPal Credit products. Additionally, we recogertain amounts from eBay related to
customer protection programs offered on eligiblaypurchases made with PayPal. These amounts ethiedransaction losses associated
with customer claims and are included as a reduafdransaction and loan losses in the combinaistent of income. Our transaction losses
will be impacted by the cancellation to this arramgnt with eBay following our separation.

The increase of $144 million or 29% in transactémi loan losses in 2014 compared to 2013, andhtnease of $137 million or 38% in 2013
compared to 2012 are predominantly attributableigher TPV and loan losses. Loan losses relatirmutdoans receivable portfolio were $239
million in 2014, $194 million in 2013 and $134 ol in 2012, reflecting an increase of 23% in 2@dpared to 2013, and an increase of
45% in 2013 compared to 2012. The increase inllosses is due to growth in the portfolio of loaesaivable outstanding arising from
consumers who chose PayPal Credit as a fundingropthe total loans receivable balance as of Deee®b, 2014 and 2013 was $3.6 billion
and $2.8 billion, respectively, reflecting a yeaeoyear increase of 29% in each year. The follgwable provides information regarding the
credit quality of a pool of consumer loans andresereceivable balance:

December 31

201¢ 201¢
Percentage of Loans Receivable with FICO scoreB0> 6 54% 55%
Percentage of Loans Receivable with FICO scoreg% 9% 9%
Percent of Loans Receivable curr 90% 90%
Percent of Loans Receivable > 90 days outstar 4% 4%

Our transaction and loan loss rates did not fluetsegnificantly between 2014 and 2013. Our tratisa@nd loan loss rates increased betweer
2013 and 2012 primarily due to the increase indssslating to our loans receivable portfolio. Mmditions to our PayPal Credit products
acceptable risk parameters during those periodadatithave a material impact on our loan losses.

Recoveries associated with transaction lossesrnegum eligible eBay purchases during the years@fmecember 31, 2014, 2013 and 2012
were $43 million, $48 million and $36 million, resgiively.

Customer support and operations

Customer support and operations expenses inclugts itwurred to provide 24-hour call support to customers, our site operations and othel
infrastructure costs incurred to support our PaymEfatform, costs to support our trust and secpribgrams protecting our merchants and
consumers and other costs incurred in our opemtienters. Customer support and operations castased by $105 million, or 11%, in 2014
compared to 2013 and by $136 million, or 17%, it28ompared to 2012. The increase was predomineeltlied to an increase in headcount
to service our growing number of active customeoaats and the growth in the number of paymenstetions occurring on our Payments
Platform.

Sales and marketing

Sales and marketing expenses consist primarilystoter acquisition, business development, adigtisnarketing programs, and employee
compensation and contractor costs to support teggams. Sales and marketing expenses increas&2i0Bymillion, or 26%, in 2014
compared to 2013. Sales and marketing expenses
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increased by $129 million, or 19%, in 2013 compared012. The increase in sales and marketing esgzein 2014 and 2013 was due
primarily to higher spend to support our stratégitiatives. In 2014, we redesigned our PayPal lagd made significant investments in
campaigns designed to enhance our global brandinémn and drive consumer engagement.

Product developmel

Product development expenses consist primarilyrgfleyee compensation and contractor costs thahewered in connection with the
development of our Payments Platform, new prodaiststhe improvement of our existing products. Pcodievelopment expenses exclude
software and website development costs that aiiéatiapd. The amortization of developed technolégincluded in depreciation and
amortization expenses.

Product development expenses increased by $16@mitir 22%, in 2014 compared to 2013 and by $30amj or 7%, in 2013 compared to
2012. The increase was due primarily to investmientair Payments Platform, creating new mobile expees for our customers and
supporting our strategic initiatives. The acquisitof Braintree also impacted the growth in prodiestelopment expenses in 2014 compared |
2013.

General and Administrative

General and administrative expenses consist piliynafrcosts incurred to provide support to our bess, including legal, human resources,
finance, executive and other support operations.|€yal expenses, including those related to varamgoing legal proceedings, may fluctuate
substantially from period to period.

These combined financial statements include expeassociated with workplace resources and infooma&chnology that were previously
allocated to the Payments segment of eBay, andj@uil expenses related to certain corporate fanst including senior management, legal,
human resources and finance. These expenses allsddrallocations related to share based compensadthe expenses that were incurred by
eBay have been allocated to us based on direceusdmenefits where identifiable, with the remamaléocated on a pro rata basis of revenue,
headcount, or other systematic measure. The cdgoooats and allocation of expenses from eBay noap@ indicative of the expenses that
may have been incurred had we been a separateataralentity during the periods presented, notlaeesults stated herein indicative of the
expenses we may incur in the future. Such exparmdd be higher or lower. In the periods preserdgesignificant portion of expenses
associated with these functions and allocated io osr combined financial statements are incluidegeneral and administrative expenses.

General and administrative expenses increased i®illdn, or 28%, in 2014 compared to 2013 and $3on, or 10%, in 2013 compared to
2012. In 2014, $207 million of corporate costs argdenses allocated to us were included in genadhhdministrative expenses representir
increase of $24 million, or 13% compared to 200632013, $183 million of corporate costs and expgmadlecated to us were included in
general and administrative expenses representimgcegase of $15 million, or 9% compared to 20022014 and 2013, the remaining increas
in general and administrative expenses relatedapifiyrto higher employee-related costs, includingse related to the separation.

Depreciation and Amortizatio

The primary components of our depreciation and &imadion expenses include the depreciation of saféwincluding our technology platform,
equipment used to deliver our services and the @ation of acquired intangible assets. Deprecai#ind amortization expenses increased $6
million, or 14%, in 2014 compared to 2013 and $7llion, or 19%, in 2013 compared to 2012. The irses in 2014 and 2013 were
predominantly due to additional depreciation expsressociated with investments in our technologgfgrim. Amortization expenses for
intangible assets were $84 million, $70 million &&¥ million for the years ended December 31, 2@043 and 2012 respectively. The
increase in amortization expenses for intangibsesin 2014 were due primarily to our acquisitdbBraintree in the fourth quarter of 2013.
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Income Tax Expen:

Our effective tax rate was 67% in 2014 comparetfh in 2013. The increase in our effective tax daténg 2014 compared to 2013 was due
primarily to the recognition during the year of &8Udeferred tax liability of approximately $650lifon on $1.9 billion of undistributed foreign
earnings of certain of our foreign subsidiariesZ013 and prior years. See “Note 13—Income Tax@s$ti¢ combined financial statements
included in this report for more information on aifective tax rate.

Our effective tax rate was 12% in 2013 comparet3th in 2012. The decrease in our effective taxdating 2013 was due primarily to re-
enactment of the federal research and developmedit cetroactive to January 1, 2012 during thst fijuarter of 2013.

Financial Results—Three Months Ended March 31, 2018nd 2014
Net revenues
Net revenues analysi

The significant components of our net revenuelerthree months ended March 31, 2015 and 2014:

Three Months Percent
Ended March 31, Increase/
2015 2014 (Decrease
(In millions, except percentage:
Transaction revenue $1,91¢ $1,67¢ 14%
Other value added servic 22% $ 20C 12%
Net revenue $2,137 $1,87¢ 14%

The increase in transaction revenues in the thia@hs ended March 31, 2015 compared to the sanedpsfrthe prior year was primarily
based on the growth in TPV and the total numbgragiment transactions on our Payments Platform.

The following table provides a summary of our agttwistomer accounts, number of payment transactiothd PV:

Three Months Ended Percent
March 31, Increase/
2015 2014 (Decrease
(In millions, except percentage:
Active customer accoun 16& 14¢ 11%
Number of payment transactio 1,12 91¢ 22%
Total TPV $63,02: $53,67¢ 17%
Percent of cro-border TPV 23% 24% *x
Percent of TPV from large merchal 42% 40% **

**  Not Meaningful

The growth in TPV was driven largely by the inciea@sthe number of payment transactions in thesthmenths ended March 31, 2015
compared to the same period of the prior year.grbevth in transaction revenues was lower than thevth in TPV and growth in payment
transactions due to a higher portion of TPV gemeraly large merchants who generally pay lower ratelsigher transaction volume. The
impact of increases or decreases in prices chaogedr customers did not significantly impact revergrowth in the three months ended M
31, 2015.
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Net revenues from other value added services iretthy 12% in the three months ended March 31, 26dfpared to the same period of
prior year. The increase was primarily due to es¢eand fee income earned on loans receivableaodisig from consumers that used our
PayPal Credit products as a funding source. Tla¢ ¢consumer loans receivable balance as of MarcB@®II5 was $3.6 billion, reflecting a year
over year increase of 27%. Net revenues from othkere added services that we provide did not chaiggeficantly in the three months ended
March 31, 2015 compared to the same period of tioe year.

Operating Expenses
The following table summarizes our operating expsrand related metrics we use to assess the trexzth:

Three Months Percent

Ended March 31, Increase/

2015 2014 (Decrease

(In millions, except percentage:

Transaction expens $ 57& $ 514 12%
Transaction and loan loss 17¢ 12¢ 38%
Customer support and operatic 27¢ 25k 8%
Sales and marketir 23€ 21E 10%
Product developmel 224 19¢ 13%
General and administratiy 13¢ 11& 20%
Depreciation and amortizatic 141 13C 8%
Restructuring 48 — *x
Total operating expens: $1,81¢ $1,55¢ 17%
Transaction expense rét 0.91% 0.9% *x
Transaction and loan loss r2 0.28% 0.24% *x

1 Transaction expense rate is calculated by divitliagsaction expense by TP
2 Transaction and loan loss rate is calculated bigihg transaction and loan losses by Tl
**  Not Meaningful

Transaction expense

The increase of $61 million, or 12%, in transac#omense in the three months ended March 31, 20hpared to the same period of the prior
year was predominantly attributable to an incréasePV, which was offset by favorable foreign cuntg fluctuations due to the strengthen
of the U.S. dollar. Our transaction expense ratdbe three months ended March 31, 2015 improvetpeoed to the same period of the prior
year due primarily to cost efficiencies from ouolghl payments platform and a favorable funding riihe cost of funding a transaction witl
credit card is generally more costly than the od$tinding a transaction from a bank or througleiinal sources such as PayPal account ba
or PayPal Credit. As we expand the availabilitpbérnative funding sources to our customers, aghan funding mix can increase or
decrease our transaction expense rate. FundingvasxXavorably impacted during the three months éfdarch 31, 2015 by a higher
percentage of TPV from lower-cost funding sourées.the three months ended March 31, 2015 and 2(gptpximately 2% of TPV was
funded with PayPal Credit. For the three monthsdrdarch 31, 2015 and 2014, approximately 46% &3%d df TPV, respectively, was
generated outside of the U.S. Interest expens@onwings incurred to finance our portfolio of I@areceivable, included in transaction
expense, was $3 million and $1 million for the thmonths ended March 31, 2015 and 2014, respectivel

Transaction and loan losses

The increase of $49 million, or 38%, in transac@oml loan losses in the three months ended MarcB@b compared to the same period of
the prior year was predominantly attributable tghier TPV and an increase in loan losses. Loandasdating to our loans receivable portfolio
were $71 million and $49 million in the three mamdnded March 31, 2015 and 2014, respectivelyeatfig an increase of 45%. The increase
in loan losses was due to growth in the portfofitbans receivable outstanding arising from consisnaho chose PayPal Credit as a funding
option, which increased by 27% year over year,anthcrease in losses incurred on working
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capital advances to selected merchant sellerstofhkeconsumer loans receivable balance as of Mat¢l2015 and December 31, 2014 was
$3.6 hillion. The following table provides infornat regarding the credit quality of our pool of samer loans and interest receivable balanc

March 31, 201t December 31, 201
Percentage of Loans Receivable with FICO scoreB0> 6 52% 54%
Percentage of Loans Receivable with FICO scoreg% 11% 9%
Percent of Loans Receivable curr 91% 90%
Percent of Loans Receivable > 90 days outstar 4% 4%

Modifications to our PayPal Credit products acckietaisk parameters during those periods did neefeamaterial impact on our loan losses.

Recoveries associated with transaction lossesredum eligible eBay purchases during the threethsoended March 31, 2015 and 2014 wer:
$10 million and $12 million, respectively.

Customer support and operations

Customer support and operations costs increas&2®ynillion, or 8%, in the three months ended Ma&&h2015 compared to the same perio
of the prior year. The increase was predominamigted to an increase in headcount to servicerthth in our active customer accounts and
the number of payment transactions occurring orPayments Platform, which was offset in part byofable foreign currency fluctuations ¢

to the strengthening of the U.S. dollar.

Sales and marketing

Sales and marketing expenses increased by $2bmitir 10%, in the three months ended March 315 2@inpared to the same period of the
prior year. The increase in sales and marketingesg@s was due primarily to an increase in expae$aing to marketing programs to prom
our products and higher employee-related costs;iwivas offset in part by favorable foreign curreflagtuations due to the strengthening of
the U.S. dollar.

Product developmel

Product development expenses increased by $2@&mibir 13%, in the three months ended March 315 2@mpared to the same period of the
prior year. The increase was due primarily to itwests in our Payments Platform, creating new neoéxiperiences for our customers and
supporting our strategic initiatives.

General and Administrative

General and administrative expenses increased $#28mor 20%, in the three months ended MarchZ115 compared to the same period of
the prior year. In the three months ended Marct2815, $61 million of corporate costs and expeldlesated to us were included in general
and administrative expenses representing an ineigfg®l million, or 2%, compared to the same pedbthe prior year. The increase in gen
and administrative expenses related primarily tinarease in expenses associated with regulatotieraand higher employee-related costs,
including those related to our separation.

Depreciation and Amortizatio

Depreciation and amortization expenses increasgdrilion, or 8%, in the three months ended Marth2015 compared to the same peric
the prior year. The increases were predominanttytdiadditional depreciation expenses associatédimiestments in our technology
platforms. Amortization expenses for intangibleeassvere $19 million and $24 million during theegdmonths ended March 31, 2015 and
2014, respectively.
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Restructuring

In January 2015, at a regular meeting of eBay’sroé Directors (“eBay’s Board”), eBay’s Board apped a plan to implement a strategic
reduction of its existing global workforce. The wetlon is expected to be substantially completeithénfirst half of 2015 and generate annual
savings of more than $130 million across the Comipprimarily impacting sales and marketing and pidlevelopment expenses. The
savings in these line items are expected to betlfis the Company’s reinvestment back into thesasaof the business to drive additional
growth. Restructuring expenses were $48 milliothenthree months ended March 31, 2015. No restiangtexpenses were recognized in the
three months ended March 31, 2014.

Income Tax Expen:

Our effective income tax rate was 21% and 222%Herthree months ended March 31, 2015 and 201gectsely. The decrease in our
effective income tax rate for the three months dridarch 31, 2015 compared to the same period obtioe year was due primarily to the pi
year accrual of U.S. income and applicable foréges on $1.9 billion of undistributed foreign eags for 2013 and prior years which wi

no longer considered indefinitely reinvested. Withthis accrual, our effective tax rate for theethmonths ended March 31, 2014 would have
been 14%. The additional 7% increase in our effedtix rate over the same period of the prior yess due primarily to discrete items.

Non-GAAP Financial Information

Non-GAAP financial information is defined as a numatimeasure of a company’s performance that excladexludes amounts so as to be
different than the most comparable measure cakdiland presented in accordance with accountingiples generally accepted in the United
States (“GAAP”). Pursuant to the requirements ofiRation S-K, portions of this “Management’s Dissiani and Analysis of Financial
Condition and Results of Operations” include a nedi@ation of certain non-GAAP financial measurediie most directly comparable GAAP
financial measures. The presentation of non-GAARBritial measures should not be considered in ignlat as a substitute for the Company’s
related financial results prepared in accordantle GAAP.

We present non-GAAP financial measures to enhandevastor’s evaluation of our ongoing operatingutes and to facilitate meaningful
comparison of our results between periods. Manageoses these non-GAAP financial measures to, arotig things, evaluate our ongoing
operations, for internal planning and forecastingppses and in the calculation of performance-basetbensation.

We exclude the following items from non-GAAP netame, non-GAAP earnings per diluted share, non-GApérating income, non-GAAP
operating margin and non-GAAP effective tax rate:

» Stock-based compensation expense and related eznplayroll taxesThis expense consists of expenses for stock options
restricted stock units, and employee stock purchsseied to our employees by eBay under eBay’syetpgentive plans. We
exclude stock-based compensation expense fromarGAAP measures primarily because they are noh-eggenses that
management does not believe are reflective of arggoperating results. The related employer payasks are dependent on eBay’
stock price and the timing and size of exercisesunyemployees of their stock options and the mgatif their restricted stock units,
over which management has limited to no contrd, @ such management does not believe it correlatxsly to our operation of
the busines:

* Amortization or impairment of acquired intangiblesats, impairment of goodwill, significant gaind@sses and transactic
expenses from the acquisition or disposal of arless and certain gains or losses on investmgvigsincur amortization or
impairment of acquired intangible assets and golbéwtonnection with acquisitions and may incugrsficant gains or losses from
the acquisition or disposal of a business and therexclude these amounts from our T@AAP measures. We also exclude cer
gains and losses on investments. We exclude tteras because management does not believe theyatemeectly to the ongoing
operating results of our busine
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» RestructuringThese charges consist of expenses for employeeaseeeand other exit and disposal costs. We excksteucturing
charges primarily because management does notedliey are reflective of ongoing operating resi

» Certain gains and losses on investmentgese consist of significant, one-time gains oséssas determined in accordance with
GAAP that are not a recurring part of our busirgssrations

» Other certain significant gains, losses, or charges are not indicative of our core operating résuThese are significant gains,
losses, or charges during a period that are that refsisolated events or transactions which hasteatcurred frequently in the past
and are not expected to occur regularly or be tepea the future. We exclude these amounts fronr@sults primarily because
management does not believe they are indicatiwipturrent or ongoing operating results. For thartgr ended March 31, 2014,
this includes the recognition of a U.S. deferredli@bility of approximately $650 millior

» SeparationThese are significant expenses that are relatduetplanned separation of our business from eBdyirdn a separate
publicly traded company. These consist primarilyhafd-party consulting fees, legal fees, emplosetention payments and other
expenses incurred to complete the separation. Weadxthese items because management does notebitley correlate directly
the ongoing operating results of our busin

» Tax effect of non-GAAP adjustmerithis amount is used to present stock-based compemsad the other amounts described
above on an aft-tax basis consistent with the presentation o-GAAP net income
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Years ended December 31, 2014, 2013 and 2012

Year Ended December 31

2014 2013 2012
(In millions)

GAAP operating incom $1,26¢ $1,091 $ 88C
Stocl-based compensation expense and related employerigayes 30¢ 26¢ 21C
Amortization of acquired intangible ass 70 55 58
Restructuring 1 (4) 19

Total nor-GAAP operating income adjustmel 38C 32C 287

Non-GAAP operating incom $1,64¢ $1,417 $1,167

Non-GAAP operating margi 21% 21% 21%

Year Ended December 31

2014 2013 2012
(In millions)

GAAP income before income tax $1,261 $1,08¢ $ 891
GAAP provision for income taxe 84z 12¢ 11z
GAAP net income 41¢ 95E 77¢
Non-GAAP adjustments to net incon

Non-GAAP operating income adjustments (see table ak 38C 32C 287

Amortization of intangibles of investmer 4 7 —

Other certain gains and losses on investm 4 — —

Other certain significant gains, losses, or cha 65C — —

Tax effect of no-GAAP adjustment (20¢6) (9€) (109
Non-GAAP net income $1,34: $1,18¢ $ 961
GAAP effective tax rati 67% 12% 13%
Tax effect of no-GAAP adjustments to net incor (49% 1% 5%
Non-GAAP effective tax rat 18% 16% 18%

In addition to the non-GAAP measures discussed@ftbre company also uses free cash flow to assesgperating performance. Free cash
flow represents operating cash flows less purchaspsoperty and equipment. The company considers ¢ash flow to be a liquidity measure
that provides useful information to managementiamdstors about the amount of cash generated byubieess after the purchases of
property, buildings, equipment and including inveshtts in our Payments Platform, which can thendeel to, among other things, invest in
company’s business, make strategic acquisitiordsrgpurchase stock. A limitation of the utility foée cash flow as a measure of financial
performance is that it does not represent the iotabase or decrease in the company’s cash balantee period.

Year Ended December 31

2014 2013 2012

(In millions)
Net cash provided by operating activit $2,22C $1,99:  $1,56¢
Less: Purchases of property and equipn (492) (397 (517)
Free cash flov $1,72¢  $1,60z2  $1,05¢
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Three months ended March 31, 2015 and 2014

Three Months Ended March 31,

2015 2014
(In millions)

GAAP operating incom $ 32z $  31¢
Stocl-based compensation expense and related employerigayes 82 73
Amortization of acquired intangible ass 16 21
Separatior 5 —
Restructuring 48 —

Total nor-GAAP operating income adjustmel 151 94
Non-GAAP operating incom $ ATE $ 41z
Non-GAAP operating margi 22% 22%

Three Months Ended March 31,
2015 2014
(In millions)

GAAP income before income tax $ 321 $ 31z

GAAP provision for income taxe 66 694

GAAP net income 25k (382

Non-GAAP adjustments to net incon
Non-GAAP operating income adjustments (see table ak 151 94
Amortization of intangibles of investmer — 2
Other certain significant gains, losses, or cha — 65C
Tax effect of no-GAAP adjustment (46) (29

Non-GAAP net income $ 36C $ 337

GAAP effective tax rati 21% 222%

Tax effect of no-GAAP adjustments to net incor 3% (205)%

Non-GAAP effective tax rati 24% 17%

Three Months Ended March 31,
2015 2014
(In millions)

Net cash provided by operating activit $ 544 $ 42t

Less: Purchases of property and equipn (199 (100

Free cash flov $ 35C $ 32t

Liquidity and Capital Resources

We require liquidity and access to capital to fund global operations, customer protection progrgrsvide credit to customers that fund
transactions using our PayPal Credit product, abpipenditures, investments in our business, giatexcquisitions and current and future
obligations. The following table summarizes thehncasish equivalents and available-for-sale investrbalances available as of December 31
2014:

December 31

2014 2013
(In millions)
Cash, cash equivalents and avail-for-sale investment securitit $2,23( $1,97¢

1 Excludes assets related to customer accounts of $lllon and $9.3 billion at December 31, 2014 2013, respectivel
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Cash, cash equivalents and available-for-sale imar#ts held by our foreign subsidiaries (i.e., angities where earnings would be subject to
United States tax upon repatriation) were $2.0dniland $1.8 billion at December 31, 2014 and 2@d8pectively, or 90% and 91% of our ti
cash, cash equivalents and available-for-sale imers#ts as of such dates. During the first quarft@0@4, eBay changed its capital allocation
strategy to reflect its objective of increasingatailable U.S. cash, preserving its credit ratang] providing greater liquidity to meet its other
cash needs in the U.S., which included, among dltiegs and subject to market conditions and otineertainties, merger and acquisition
activity and potentially funding opportunistic seaepurchases on an accelerated basis. As a oé$idt change in eBay’s capital allocation
strategy, we provided for U.S. income and appliedbteign withholding taxes on $1.9 billion of ustlibuted foreign earnings of certain of
non-U.S. subsidiaries for 2013 and prior years.h&ke recorded a deferred tax liability of approxieha$650 million based on the estimated
tax consequences of repatriating these earninghade not provided for U.S. federal income andifprevithholding taxes on $2.3 billion of
our non-U.S. subsidiaries’ undistributed earning®faDecember 31, 2014. Since we do not know the tr manner in which we would
repatriate those funds, we cannot determine thadtnpf local taxes, withholding taxes and foreigx ¢redits associated with the future
repatriation of such earnings and therefore caguantify the tax liability. We expect to receiveantribution of approximately $3.8 billion of
cash from eBay prior to the separation. This caifitbe used for general corporate purposes in bothinternational and domestic operations.

We strive to protect consumers and merchants fraodfilent transactions. The risk of losses fronsgh@rotection programs are specific to
individual customers, merchants and transactiams naay also be impacted by regional variationhiés¢ programs and modifications to the
program resulting from changes to regulatory rezyugnts. For the periods presented in the combinaddial statements, payments under
these protections have ranged between 0.08% agéol TPV. Historical trends may not be an indioatof the future. In addition, we
recovered certain amounts from eBay related taccostomer protection programs offered on eligiblaypBurchases made with PayPal. These
costs include the transaction losses associatédowgtomer claims and are included as a reducfitnramsaction and loan losses. Changes in
our arrangement with eBay could impact our traneaand loan losses.

We currently fund the expansion of the PayPal Gledins receivables with international and domesdih resources and borrowings from
eBay. To the extent that our PayPal Credit prodoet®me more widely available, and as we furthemumte PayPal Credit, customer adoptior
and usage of such products may expand. Any regugtiowth in the portfolio of loan receivables woirdrease our liquidity needs and any
failure to meet those liquidity needs could advigra&ect our business. In April 2015, we concludedarrangement with certain investors
under which we sold a participation interest ofragpmately $700 million in a portion of our purclkaksconsumer receivables arising from
loans made by our partner chartered financialtutgtn of individual consumers to purchase goods services using our PayPal Credit
products. We expect to continue to evaluate thindypsources of funding of our credit portfoliocinding, but not limited to, commercial
banks, securitization markets, private equity fisnsl sovereign wealth funds. Through these arrapgtswe are able to continue to expand
the availability of our credit products without tédng the use of internal capital. We believe thésrd party sources, together with cash
expected to be generated from operations, willuficgent to fund the PayPal Credit portfolio fdret foreseeable future.

Our liquidity and access to capital could be impddiy our credit rating, financial performance, gtabal credit market conditions. We are
working with credit rating agencies to obtain separcredit ratings and believe that immediateliofeing separation we will be rated
investment grade. In addition, our liquidity and@ss to capital could also be negatively impaciethe outcome of any of the legal or
regulatory proceedings to which we are a party.“Bésk Factors—Risk Factors That May Affect Our Biess, Results of Operations and
Financial Condition” and “Note 10—Commitments angh@ingencies” to the combined financial statemémt@dditional discussion of these
and other risks facing our business.

In June 2014, we agreed, subject to certain camditithat we, one of our affiliates or a third pauartner will purchase a portfolio of consumer
loan receivables relating to the customer accaaniging out of our current credit program agreemvétit Synchrony (formerly GE Capital
Retail Bank) for a price based on the book value
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of the consumer loan receivables portfolio at threetof the purchase (expected to be the fourthtgquaf 2016), subject to certain adjustments
and exclusions. As of December 31, 2014, Synchhamya net receivables portfolio under the credigpam agreement of approximately $1.5
billion.

We believe that our existing cash, cash equivalemailable-for-sale investments, cash expectduktgenerated from operations, the
anticipated cash contribution to PayPal from eRay,expected access to capital markets, togethrfuiding through third party sources,
such as commercial banks, private equity firms, smareign wealth funds, will be sufficient to fuadr operating activities, anticipated cap
expenditures, and PayPal Credit portfolio for thee§eeable future.

Three months ended March 31, 2015 and 2014

We held cash, cash equivalents and available-ferisaestment balances of $2.4 billion as of Ma3@h2015. Cash, cash equivalents and
available-for-sale investments held by our foresgbsidiaries (i.e., any entities where earningsltvbe subject to United States tax upon
repatriation) were $2.3 billion as of March 31, 80a&r 96% of our total cash, cash equivalents amadlable-for-sale investments.

Cash Flows
Years ended December 31, 2014, 2013 and 2012

Year Ended December 31

2014 2013 2012
(In millions)
Net cash provided by (used il
Operating activitie! $2,22( $ 1,99: $ 1,56¢
Investing activities (1,54¢) (1,72)) (1,52¢)
Financing activitie: (52) (85) (210
Effect of exchange rates on cash and cash equits: (26) 3 (D
Net increase/(decrease) in cash and cash equis. $ 597 $ 19C $ (172

Operating Activities

We generated cash from operating activities of $2l@n, $2.0 billion and $1.6 billion in 2014, 28 and 2012, due primarily to operating
income of $1.3 billion, $1.1 billion, and $880 rioh, respectively. We also recorded non-cash clsargeperating income related to
transaction and loan losses, depreciation and @ation, and stock-based compensation that conéibto net cash provided by operating
activities.

Cash paid for income taxes in 2014, 2013 and 2042%47 million, $28 million and $38 million, respigely.

Investing Activities
The net cash used in investing activities of $1llih in 2014 was due primarily to increases i taan receivable portfolio (net of collectiol
originated through our PayPal Credit products oc0%illion and purchases of property and equipneé§492 million.

The net cash used in investing activities of $1llibh in 2013 was due primarily to increases irr taan receivable portfolio (net of collectiol
originated through our PayPal Credit products &3million, cash paid for acquisitions (net of caslguired) of $731 million, and net cash
paid for purchases and sales of investments of &aBion.
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The net cash used in investing activities of $1ll®h in 2012 was due primarily to increases i taan receivable portfolio (net of collections
and charge-offs) originated through our PayPal i€mrdducts of $740 million, purchases of propemyd equipment, of $511 million and net
cash outflows relating to receivables from eBagbs8 million.

Financing Activities

The net cash used in financing activities of $5Mliom in 2014, $85 million in 2013 and $210 milliam 2012 was due primarily to net cash
outflows relating to repayments of borrowings freBay.

Free Cash Flow

Management uses a free cash flow measure to egahmtompany’s operating results, evaluate stiabegestments and assess the company
ability and need to incur and service debt. Fresh dw is not a defined term under GAAP and itiddaot be inferred that the entire free ¢
flow amount is available for discretionary expendis. The company defines free cash flow as nétwawided by operating activities less
purchases of property and equipment, includingrthestment in software. Free cash flow was $1Jfobiin 2014, an increase of $126 million
from 2013. The increase was primarily due to angase in deferred income taxes of $628 milliontiglly offset by a decrease in net

income. Free cash flow was $1.6 billion in 2013jraarease of $548 million from 2012. The increas013 was due primarily to an increase
in net income of $177 million, an increase in theraal for transaction and loan losses of $137ioniland a decrease of $120 million in
purchases of property and equipment. The increafee cash flow in 2014 was used to fund our iaseein loans to consumers and
merchants. The increase in free cash flow in 2048 used towards the acquisition of Braintree indb@zer of 2013.

Effect of Exchange Rates on Cash

The negative effect of currency exchange ratesash and cash equivalents during 2014 of $26 milkas due to the strengthening of the U.S
dollar against certain foreign currencies, prinyatfile Euro. There was minimal impact of currencgtenge rates on cash and cash equivalen
during 2013 and 2012.

Three months ended March 31, 2015 and 2014

Three Months Ended March 31,

2015 2014
(In millions)
Net cash provided by (used il
Operating activitie! $ 544 $ 42k
Investing activities (259) 17¢
Financing activitie: (99 (6)
Effect of exchange rates on cash and cash equis: (32 @
Net increase/(decrease) in cash and cash equis. $ 164 $ 594

Operating Activities

We generated cash from operating activities of $6dHon in the three months ended March 31, 2048 grimarily to operating income of
$322 million. Adjustments for non-cash chargesperating income increased during the period endactM31, 2015 compared to the same
period of the prior year and included $178 millr@tated to transaction and loan losses, $141 miliadated to depreciation and amortization
and $79 million related to stock-based compensalibese adjustments were offset by an increaseiking capital of $150 million.
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We generated cash from operating activities of $#ilbon in the three months ended March 31, 204é drimarily to operating income of
$318 million, adjusted for non-cash charges in afyeg income related to $129 million in transactéod loan losses, $130 million in
depreciation and amortization, and $68 milliontimck-based compensation, offset by an increaseonking capital of $160 million.

Cash paid for income taxes in the three monthse&eMiech 31, 2015 and 2014 was $5 million and $1llionj respectively.

Investing Activities

The net cash used in investing activities of $25an in the three months ended March 31, 2015 diaes primarily to purchases of property
and equipment of $194 million and net cash outfloglating to receivables from eBay of $56 milli®turchases of property and equipment
increased in the current period due in part toetitécipated separation from eBay.

The net cash provided by investing activities of@nillion in the three months ended March 31, 2&&4 due primarily to maturities and
sales of investments of $367 million, offset byghases of property and equipment of $100 millioth met cash outflows relating to receival
from eBay of $64 million.

Financing Activities

The net cash used in financing activities of $94iom and $6 million in the three months ended Me8d, 2015 and 2014, respectively, was
due primarily to net cash outflows relating to ngpa&nts of borrowings from eBay.

Free Cash Flow

Free cash flow was $350 million in the three momthded March 31, 2015, an increase of $25 millfomfthe same period of the prior
year. The increase was primarily due to an incréasash generated from operating activities offsean increase in purchases of property
equipment. Free cash flow generated during thethrenths ended March 31, 2015 was used for gebesatess purposes and towards our
acquisitions announced in March 2015.

Effect of Exchange Rates on Cash

The negative effect of currency exchange ratesash and cash equivalents during the three monttededarch 31, 2015 and 2014 of $32
million and $1 million, respectively, was due te thirengthening of the U.S. dollar against ceffiaieign currencies, primarily the Euro.

Off-Balance Sheet Arrangements

PayPal has no off-balance sheet debt, other tlzee larrangements and other commitments as presertedFuture Obligations table that
follows.

eBay Inc. has a cash pooling arrangement withamfiral institution for cash management purposesp®gcipate in this arrangement, which
allows for cash withdrawals from this financialtihgtion based upon eBay’s aggregate operating bakinces within the same financial
institution (“Aggregate Cash Deposits”). This agament also allows eBay to withdraw amounts excggtiie Aggregate Cash Deposits up tc
an agreed-upon limit. The net balance of the wihdils and the Aggregate Cash Deposits are usdtelfinancial institution as a basis for
calculating eBay’s net interest expense or incolseof December 31, 2014, PayPal had $1.6 billidatireg to cash subject to this pooling
arrangement.
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Future Liquidity and Obligations

Following the separation, our capital structure aodrces of liquidity will differ from our historét capital structure. Please refer to the
“Unaudited Pro Forma Condensed Combined Finant#ée®ents” included elsewhere in this informatitateanent for discussion of the
anticipated post-distribution capital structurimg;luding an anticipated cash contribution to Payfen eBay. Post separation, we will no
longer participate in cash management and intereomfunding arrangements with eBay. Our abilityuied our capital needs will depend on
our ability to access our cash and investment pliotfgenerate cash from operations, and acceswkayarkets. The following table
summarizes our obligations as of December 31, #didare expected to impact liquidity and cash fioviuture periods. We believe we will
able to fund these obligations through our existiagh and investment portfolio and cash expectée enerated from operations.

Payments Due During the Year Ending December 3 Purchase Obligation: Operating Lease Total
(In millions)

2015 $ 144 $ 33 $177
2016 42 31 73
2017 1 28 28
2018 — 26 26
2019 — 17 17
Thereaftel — 24 24

$ 187 $ 15¢ $34¢€

The significant assumptions used in our deterrmonatif amounts presented in the above table arellasvé:

* Lease amounts include minimum rental paymentieuour non-cancelable operating leases for officiities, fulfilment centers,
as well as computer and office equipment that Wiz@tunder lease arrangements. The amounts pegbanté consistent with
contractual terms and are not expected to diffgriicantly from actual results under our existiegses, unless a substantial che
in our headcount needs requires us to expand aupged space or exit an office facility eal

e Purchase obligation amounts include minimuntpase commitments for advertising, capital expeneét (computer equipment,
software applications, engineering developmentisesy construction contracts) and other goods andces entered into in the
ordinary course of busines

In addition, in June 2014, we agreed, subject ttaseconditions, that we, one of our affiliatesaothird party partner will purchase a portfolio
of consumer loan receivables relating to the custamscounts arising out of our current credit paoggreement with Synchrony (formerly
GE Capital Retail Bank) for a price based on thekbaalue of the consumer loan receivables portfalithe time of the purchase (expected to
be the fourth quarter of 2016), subject to ceréajustments and exclusions. As of December 31, ,28yidchrony had a net receivables
portfolio under the credit program agreement ofrapimately $1.5 billion.

As we are unable to reasonably predict the timingettlement of liabilities related to unrecognized benefits, net, the table does not include
$187 million of such non-current liabilities incled in deferred and other tax liabilities recordacar combined balance sheet as of
December 31, 2014.

Seasonality

The Company does not experience meaningful seagomdd individual quarter in 2014, 2013 or 201Zaanted for more than 30% of net
revenue.

Critical Accounting Policies and Estimates

The application of U.S. GAAP requires us to makeretes and assumptions about certain items andef@vents that directly affect our
reported financial condition. We have establishethited policies and control procedures to
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provide reasonable assurance that the methoddaseake estimates and assumptions are well coadralhd are applied consistently from
period to period. The accounting estimates andnagsans discussed in this section are those thatomsider to be the most critical to our
financial statements. An accounting estimate isic@red critical if both (a) the nature of the mstie or assumption is material due to the ¢
of subjectivity and judgment involved, and (b) theact within a reasonable range of outcomes o&#tienate and assumption is material to
our financial condition. Senior management hasudised the development, selection and disclosutteesé estimates with the Audit
Committee of eBay Inc.’s board of directors. Ogndicant accounting policies, including recent@aating pronouncements, are described in
“Note 1—Overview and Summary of Significant AccangtPolicies” to the combined annual financial staénts.

A quantitative sensitivity analysis is provided whéhat information is reasonably available, camdbi@ably estimated and provides material
information to investors. The amounts used to assessitivity are included to allow users of tmformation statement to understand a gener:
direction cause and effect of changes in the estisrand do not represent management’s predictioveriability. For all of these estimates, it
should be noted that future events rarely devekagtty as forecasted, and estimates require regeNgew and adjustment.

Transaction and loan losses

Transaction and loan losses include the expenseiassd with our customer protection programs,draihargebacks, and credit losses
associated with our loans receivable balances. ¥peat our transaction and loan losses to fluctdefending on many factors, including, the
total TPV, macroeconomic conditions, the extentwf customer protection programs, the impact ofiletgry changes, and the credit quality
of loans receivable arising from transactions fuhaéh our PayPal Credit products.

We establish allowances for estimated transactissds arising from processing customer transactioies as chargebacks for unauthorized
credit card use and merchant-related chargebaeksoduon-delivery of goods or services, ACH retulmg/er protection program claims,
account take overs, and debit card overdrafts. thaldi to the allowance, in the form of provisioas reflected in transaction and loan lossi
our combined statements of income. The allowangbih involve the use of actuarial techniques,raomitored monthly and are updated
based on actual claims data reported by our clpimsessors and other actual data received. Theatices are based on known facts and
circumstances, internal factors including expergewdh similar cases, historical trends involviegs payment patterns, and the mix of
transaction and loss types.

We also establish an allowance for loans receivabieh represents our estimate of probable loasel®herent in our PayPal Credit loans
receivable portfolio and is reflected in transagtémd loan losses in our combined statements ofniec This evaluation process is subject to
numerous estimates and judgments, and is primaaihed on forecasted principal balance delinquesieg (“roll rates”). Roll rates are the
percentage of balances which we estimate will niégfiom one stage of delinquency to the next baseour historical experience, as well as
external factors such as estimated bankruptciesesets of unemployment. Roll rates are appliedrtacipal balances for each stage of
delinquency, from current to 180 days past dueyder to estimate the principal loans which aréophie to be charged off. The allowance for
loss against interest receivable is primarily dateed by applying historical average customer antoall rates to the interest receivable
balance in each stage of delinquency to project imaeh will not be collectible.

We charge off loans receivable balances in the mionivhich the customer balance becomes 180 dastsdpa. Bankrupt accounts are charge
off within 60 days of receiving notification frorhé bankruptcy courts. Past due loans receivablgntento accrue interest until such time as
they are charged off, with the portion of the reseelated to interest receivable balance claskéiea reduction of revenue.

Determining appropriate allowances for these loissas inherently uncertain process and is subgestimerous estimates and judgments, anc
ultimate losses may vary from the current estimatés regularly update our
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allowance estimates as new facts become knownwardseoccur that may impact the settlement or regowf losses. The allowances are
maintained at a level we deem appropriate to adetyuprovide for losses incurred at the balancestate. An aggregate ten percentage poin
increase in our transaction and loan loss rate dvoegatively impact transaction and loan losseapproximately $65 million.

Accounting for Income Tax

Our annual tax rate is based on our income, stattaa rates and tax planning opportunities avadéldb us in the various jurisdictions in which
we operate. Tax laws are complex and subject ferdifit interpretations by the taxpayer and respegovernment taxing authorities.
Significant judgment is required in determining ¢ax expense and in evaluating our tax positiamduting evaluating uncertainties. We
review our tax positions quarterly and adjust takabces as new information becomes available. @amie tax rate is significantly affected by
the tax rates that apply to our foreign earningsaddition to local country tax laws and regulasioour income tax rate depends on the extent
that our earnings are indefinitely reinvested algshe U.S. Indefinite reinvestment is determingdnanagement’s judgment about and
intentions concerning our future operations. Togkint we do not intend to repatriate these egsnio fund U.S. operations, we do not
provide for U.S. federal income and foreign withding tax on these earnings.

Deferred tax assets represent amounts availalégltae income taxes payable on taxable incometumefyyears. Such assets arise because o
temporary differences between the financial repgréind tax bases of assets and liabilities, asasellom net operating loss and tax credit
carryforwards. We evaluate the recoverability afsth future tax deductions and credits by assettisingdequacy of future expected taxable
income from all sources, including reversal of tagraemporary differences, forecasted operatingiegs and available tax planning strategies
These sources of income rely heavily on estimdiasare based on a number of factors, includindh@torical experience and short range anc
long-range business forecasts. To the extent defe¢ax assets are not expected to be realizechaeed a valuation allowance.

We recognize and measure uncertain tax positioasdnrdance with GAAP, pursuant to which we onlyognize the tax benefit from an
uncertain tax position if it is more likely thantrtbat the tax position will be sustained on exaation by the taxing authorities, based on the
technical merits of the position. The tax beneafitsognized in the financial statements from suditjpms are then measured based on the
largest benefit that has a greater than 50 pelietihood of being realized upon ultimate settlethéVe report a liability for unrecognized tax
benefits resulting from uncertain tax positionsstalor expected to be taken in a tax return. GAAEh&r requires that a change in judgment
related to the expected ultimate resolution of uiade tax positions be recognized in earnings endbarter in which such change occurs. We
recognize interest and penalties, if any, relabegihtrecognized tax benefits in income tax expense.

We file annual income tax returns in multiple taxjarisdictions around the world. A number of yearay elapse before an uncertain tax
position is audited by the relevant tax authoritied finally resolved. While it is often difficuid predict the final outcome or the timing of
resolution of any particular uncertain tax positia/@ believe that our reserves for income taxesdeguate such that we reflect the benefits
more likely than not to be sustained in an exanonatWe adjust these reserves, as well as theetklaterest, where appropriate in light of
changing facts and circumstances. Settlement opartycular position could require the use of cash.

Based on our results for the year ended Decemhet(3H, a one-percentage point change in our poovisr income taxes as a percentage of
income before taxes would have resulted in an asg®r decrease in the provision of approximat&8/illion.

Loss Contingencie

We are currently involved in various claims, legaedceedings and investigations of potential opegatiolations by regulatory oversight
authorities. We regularly review the status of esighificant matter and
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assess our potential financial exposure. If themidl loss from any claim, legal proceeding orepial regulatory violation is considered
probable and the amount can be reasonably estimagedccrue a liability for the estimated loss.nffigant judgment is required in both the
determination of probability and the determinatidrwhether an exposure is reasonably estimablej@@gments are subjective based on the
status of the legal or regulatory proceedingsntieeits of our defenses and consultation with indgoand outside legal counsel. Because of
uncertainties related to these matters, accrualbased only on the best information availabléatime. As additional information becomes
available, we reassess the potential liabilitytezldo pending claims, litigation or other violatiand may revise our estimates. Due to the
inherent uncertainties of the legal and regulapocess in the multiple jurisdictions in which waeoate, our judgments may be materially
different than the actual outcomes.

Revenue Recognitic

Application of the various accounting principleddrS. GAAP related to the measurement and recagndf revenue requires us to make
judgments and estimates. Complex arrangementsneitetandard terms and conditions may require sigmif contract interpretation
determine the appropriate accounting. Specificétlg,determination of whether we are a principal toansaction (gross revenue) or an agent
(net revenue) can require considerable judgmemth&y we provide incentive payments to consumedsraerchants, which require judgment
to determine whether the payments should be redas@ reduction to gross revenue. Changes in jedtgmvith respect to these assumptions
and estimates could impact the amount of reverntmgrezed.

Valuation of Goodwill and Intangibles

The valuation of assets acquired in a business c@tibn and asset impairment reviews require tleeaisignificant estimates and
assumptions. The acquisition method of accountindpfisiness combinations requires us to estimatéaihvalue of assets acquired, liabilities
assumed, and any non-controlling interest in tigpimee to properly allocate purchase price conatitem between assets that are depreciated
and amortized from goodwill. Impairment testing &ssets, other than goodwill and indefinite-livetangible assets, requires the allocation of
cash flows to those assets or group of assetd aeqluired, an estimate of fair value for the assetgroup of assets. Our estimates are based
upon assumptions believed to be reasonable, butwarne inherently uncertain and unpredictable. &lveduations require the use of
management’s assumptions, which would not reflaanticipated events and circumstances that mayoccu

We evaluate goodwill and intangible assets for iinmpant on an annual basis or sooner if indicatbisypairment exist. In the fourth quarter
2012, the Company early adopted the Financial Acting Standards Board (“FASB”) guidance that sirfigdi how an entity tests indefinite-
lived intangible assets for impairment, allowingualitative assessment to be performed, whichmdlai to the FASB guidance for evaluating
goodwill for impairment. In performing these quative assessments, we consider relevant eventsoattitions, including but not limited to,
macroeconomic trends, industry and market conditiomerall financial performance, cost factors, pany-specific events, legal and
regulatory factors and our market capitalizatioregously assessed under eBay). If the qualitatssessments indicate that it is more likely
than not that the fair value of the reporting umitndefinite-lived intangible assets are less tthagir carrying amounts, we must perform a
guantitative impairment test.

Under the quantitative impairment test, if the gisyg amount of the reporting unit goodwill excedls implied fair value of that goodwill, an
impairment loss is recorded in the Combined Statesnef Income. Measurement of the fair value oforting unit is based on one or more o
the following fair value measures: amounts at wiikehunit as a whole could be bought or sold inraent transaction between willing parties,
using present value techniques of estimated fugasé flows, or using valuation techniques basenholtiples of earnings or revenue, or a
similar performance measure.
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Quantitative and Qualitative Disclosures about MarkRisk

Market risk is the potential for economic lossebédncurred on market risk sensitive instrumenisrag from adverse changes in market
factors such as interest rates, foreign currenchaxge rates and equity price risk. Managemenblestias and oversees the implementation o
policies governing our investing, funding, and fgrecurrency derivative activities in order to mate market risks. We monitor risk exposure:
on an ongoing basis.

Interest Rate Ris

We are exposed to interest rate risk from our itmest portfolio and from interest-rate sensitiveeds underlying the customer balances we
hold on our combined balance sheet as customeuatso

As of December 31, 2014, approximately 97% of otaltcash and investment portfolio was held in casth cash equivalents, and we held no
direct investments in auction rate securities atetilized debt obligations, structured investnvehicles or mortgage-backed securities. For
additional details related to our investment atitgi please see “Note 4—Investments” to the coatbifinancial statements included in this
report.

The assets underlying the customer balances weomoddir combined balance sheet as customer accawmisaintained in interest and non-
interest bearing bank deposits, time depositsh8d and foreign government and agency securlfiesclassify the assets underlying the
customer balances as current based on their pugmasavailability to fulfill our direct obligationnder amounts due to customers. We seek tc
preserve principal while holding eligible liquidsass, as defined by the regulatory requirementantnercial law in the jurisdictions where
PayPal operates, equal to at least 100% of theeggty amount of all customer balances. We do noinparest on amounts due to customers.

We expect to enter into a new revolving creditlfgcthat will bear interest at a floating rate. Asesult, we will be exposed to fluctuations in
interest rates to the extent of our borrowings utide revolving credit facility.

Interest rates may also adversely impact our custespending levels and ability and willingnesg&y outstanding amounts owed to us.
Higher interest rates often lead to higher paynoéligations by customers to us and other lendetieumortgage, credit card and other
consumer loans, which may reduce our customerbtyatii remain current on their obligations to uslgherefore lead to increased
delinquencies, charge-offs and allowance for lazhiaterest receivable which could have an adveffeet on our net earnings.

A 100 basis point adverse change in interest atesd not have a material impact on the Companyaricial assets or liabilities at
December 31, 2014 and 2013.

Foreign Currency Ris

We have significant operations internationally theg denominated in foreign currencies, primatily Euro, British Pound, and Australian
Dollar, subjecting us to foreign currency risk whimay adversely impact our financial results. Vé@sact business in various foreign
currencies and have significant international rexesmas well as costs. In addition, we charge darnational subsidiaries for their use of
intellectual property and technology and for cer@arporate services. Our cash flow, results ofatpens and certain of our intercompany
balances that are exposed to foreign exchangdluateations may differ materially from expectatsoand we may record significant gains or
losses due to foreign currency fluctuations andteel hedging activities. We are generally a negivee of foreign currencies and therefore
benefit from a weakening of the U.S. dollar andaeersely affected by a strengthening of the ddBar relative to foreign currencies.

We have a foreign exchange exposure managemembpnatesigned to identify material foreign curreegposures, manage these exposures
and reduce the potential effects of currency flattins on our reported combined cash flows andtsestioperations through the execution of
foreign currency exchange contracts.
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These foreign currency exchange contracts are ateddor as derivative instruments; for additiodetails related to our foreign currency
exchange contracts, please see “Note 6—Derivatiseuments” to the combined financial statementkigted in this report.

We use foreign exchange forward contracts to ptatecforecasted U.S. dollar-equivalent earningsifadverse changes in foreign currency
exchange rates. These hedging contracts reducdpgt entirely eliminate, the impact of adversaency exchange rate movements. We
designate these contracts as cash flow hedgesdouating purposes. The effective portion of thevdgive’s gain or loss is initially reported
as a component of accumulated other comprehensieenie (AOCI) and subsequently reclassified int@nesxe in the same period the
forecasted transaction affects earnings. The iotéffe portion of the unrealized gains and lossethese contracts, if any, is recorded
immediately in earnings.

We considered the historical trends in currencyharge rates and determined that it was reasonabhjlge that changes in exchange rates o
20% for all currencies could be experienced inrtbar term. If the U.S. dollar weakened by 20% atdd&1, 2015 and December 31, 2014
amount recorded in AOCI related to our foreign exae forward contracts before tax effect would Hasen approximately $269 million and
$294 million lower, respectively. If the U.S. dalstrengthened by 20% at March 31, 2015 and DeceB81he014, the amount recorded in
AOCI related to our foreign exchange forward coctsdefore tax effect would have been approxim&gh9 million and $294 million higher,
respectively.

In addition, we use foreign exchange contractdfsebthe foreign exchange risk on our assets iafdities denominated in currencies other
than the functional currency of our subsidiaridse3e contracts reduce, but do not entirely elimirthe impact of currency exchange rate
movements on our assets and liabilities. The foreigrency gains and losses on the assets anlitiésbare recorded in “Other income
(expense), net,” which are offset by the gainslasges on the foreign exchange contracts.

We considered the historical trends in currencyharge rates and determined that it was reasonabhjlge that adverse changes in exchang
rates of 20% for all currencies could be experidringhe near term. These changes would have egsinitan adverse impact on income before
income taxes of approximately $20 million and $3fiom at March 31, 2015 and December 31, 2014peesvely, without considering the
offsetting effect of hedging. Foreign exchange waxts in place as of March 31, 2015 would haveltesgin an offsetting effect of
approximately $26 million, resulting in a net pogitimpact of approximately $6 million. Foreign &emge contracts in place as of December
31, 2014 would have resulted in an offsetting éfté@approximately $34 million, resulting in a nsitive impact of approximately $2 millio
These reasonably possible adverse changes in egehates of 20% were applied to total monetarytasse liabilities denominated in
currencies other than the functional currenciesusfsubsidiaries at the balance sheet dates toutentipe adverse impact these changes woul
have had on our income before income taxes in¢ae term.

Equity Price Risk

As of December 31, 2014, our cost and equity metheelstments totaled $31 million, which represergpgdroximately 1% of our total cash
and investment portfolio and were primarily relatecdquity method investments in privately held pamies. We did not hold any marketable
equity instruments. We review our investments fapairment when events and circumstances indicdeekne in fair value of such assets
below carrying value is other-than-temporary. Onalgsis includes a review of recent operating tesuhd trends, recent sales/acquisitions of
the securities in which we have invested and gthéticly available data.

European Debt Exposurt

We actively monitor our exposure to the Europearketa, including the impact of sovereign debt issagsociated with Cyprus, Greece,
Ireland, ltaly, Portugal and Spain. As of Decenttier2014, we did not have any direct investmenthénsovereign debt of these countries or
in debt securities issued by corporations or fimarastitutions organized in these countries.
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MANAGEMENT

Executive Officers Following the Distribution

The following table sets forth information as ohdw6, 2015 regarding the individuals who are etqukto serve as executive officers of
PayPal following the distribution. While some ofyPal’'s executive officers are currently officerslamployees of eBay, after the distribution,
none of these individuals will be employees or exiee officers of eBay.

Name Age Position

Daniel H. Schulman 57 President and Chief Executive Officer

Jonathan Auerbac 52 Senior Vice President, Chief Strategy and Growtficerf

Tomer Bare 42 Senior Vice President, Chief Risk Offic

James J. Barre: 47 Chief Technology Officer and Senior Vice Presid&ayment Service
Patrick L. A. Dupuis 52 Senior Vice President, Interim Chief Financial ©Oéfi

Hill Ferguson 43 Senior Vice President, Consun

Gary Marino 58 Senior Vice President, Global Credit and the Anse

Louise Pentlan 43 Senior Vice President, General Cour

William J. Ready 35 Senior Vice President, Merchant and Next Generafiommerce

Daniel H. Schulman is expected to serve as thademsand Chief Executive Officer of PayPal. He baved as the President and CEO-
Designee of PayPal since September 2014. From A2§d® to August 2014, Mr. Schulman served as GRnggident, Enterprise Group of
American Express. Mr. Schulman was President, Riegpaup of Sprint Nextel Corporation, a celluldrome service provider, from Novemt
2009 until August 2010, when Sprint Nextel acquivédjin Mobile, USA, a cellular phone service prder.

Jonathan Auerbach is expected to serve as SergerRfiesident, Chief Strategy and Growth OfficePafPal. Mr. Auerbach was previously
the CEO of Group Digital Life at Singapore Telecoamitations Limited (Singtel) from September 2014May 2015, where he led the
company’s global portfolio of digital businessesaadl as its venture fund. From 1987 through 2(M4, Auerbach was a management
consultant with McKinsey & Company. At McKinsey, held a variety of executive roles in Asia and IRdkimerica during his tenure with the
Firm, including leading the Asian TelecommunicasipMedia and Technology Practice; the Singapore®#nd the Southeast Asia Region;
and the North American High Tech Practice.

Tomer Barel is expected to serve as the Senior Riesident, Chief Risk Officer of PayPal. He hase as the Chief Risk Officer of PayPal
since November 2013. From April 2012 to Novembet2Wr. Barel was Vice President, Risk ManagemenPfayPal. Mr. Barel previously
served as the General Manager for PayPal Israml Stine 2009 through February 2013, and as Seniectr, Advanced Risk Sciences, from
June 2009 to March 2012.

James J. Barrese is expected to serve as the Tdtkhology Officer and Senior Vice President, PaynServices of PayPal. Prior to the
separation, Mr. Barrese was the Senior Vice Prasialed Chief Technology Officer at PayPal from ®@et02013. Mr. Barrese was PayPal’s
Chief Technology Officer from February 2012 througttober 2013, and was the Vice President of GlBbadluct Development for PayPal
from August 2011 through February 2012. Prior &t time, Mr. Barrese served in various leadersbiigsrin the technology organization at
eBay, Inc. since he began employment with the compa2001.

Patrick L. A. Dupuis is expected to serve as thei@eVice President, Interim Chief Financial Offiaef PayPal. Mr. Dupuis joined PayPal in
November 2010 as its Chief Financial Officer. Mugiis was previously the Global Chief Financiali€Gf of Sitel Worldwide Corporatic
from January 2008 to November 2010.

Hill Ferguson is expected to serve as the Senioe Yresident, Consumer of PayPal. Prior to theradpa, Mr. Ferguson was the Senior Vice
President, Global Product, for PayPal from Aug@st® From August 2011
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through August 2013, Mr. Ferguson was the ViceiBesd, Global Product for PayPal. Mr. Ferguson tiasVice President of Product and
Marketing at Zong, a mobile payments provider, fiSaptember 2008 through August 2011, when eBayirchdong.

Gary Marino is expected to serve as Senior VicsiBeat, Global Credit and the Americas of PayPal.Warino co-founded Bill Me Later in
2001 and served as its CEO from 2001 through Noeer®®09, when PayPal acquired Bill Me Later.

Louise Pentland is expected to serve as the SkiderPresident, General Counsel of PayPal. Ms.|®sthivas previously the Executive Vice
President and Chief Legal Officer at Nokia Corporatrom July 2008 to July 2014. Ms. Pentland asoved on the board of the Nokia
Siemens Networks, a joint venture between NokiaSiedhens. Ms. Pentland was recently elected tbaled of directors of Hitachi, Ltd.

William J. Ready is expected to serve as the Sériwe President, Merchant and Next Generation Coroenef PayPal. Prior to the separation
Mr. Ready was the head of PayPal's Braintree ojmrsifrom the time of its acquisition in Decemb8d 2. Mr. Ready was the CEO of
Braintree, an online payments provider, from OctdtiE 1 until its acquisition by eBay in Decembef 20From July 2011 through October
2011, Mr. Ready was an executive in residence aeleartners, a leading Silicon Valley venture d@ind growth equity firm. Mr. Ready
was the president of iPay Technologies, Inc., apmys services provider, from 2008 through 2011.Rérady managed iPay through its
successful sale to Jack Henry and Associates iA.201
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DIRECTORS

Board of Directors Following the Distribution

The following table sets forth information as ohdw6 2015 regarding those persons who are expectmive on PayPal’s board of
directors following the distribution. After the tliution, none of these individuals will be empd@g of eBay and, other than Mr. Omidyar,
none of them will be directors of eBay.

Name Age Position

Daniel H. Schulman 57 President and Chief Executive Offic
John J. Donaha 55 Chairmar

Jonathan Christodol 39 Director

Scott D. Cook 62 Director

David W. Dormar 61 Director

Gail J. McGoverr 63 Director

David M. Moffett 63 Director

Pierre M. Omidya 48 Director

Frank D. Yeary 51 Director

Daniel H. Schulman’s extensive industry experiesued knowledge of PayPal’s day-to-day operationsyelbkas his previous managerial
experience in the payments and technology indsstvit enable Mr. Schulman to provide valuable pergives on many issues facing PayPal,
particularly with respect to business managemedtsanrategy. Mr. Schulman’s service on the boardirgctors will create an important link
between management and the board and will proveg®& with decisive and effective leadership.

John J. Donahoe has served as eB&yesident and Chief Executive Officer since M&@@8, and as a director of eBay since January.20¢

is expected to continue in this role until the sapan. From January 2012 until April 2012, Mr. Rdvoe served as Interim President of PayPe
From January 2008 to March 2008, Mr. Donahoe seagedEO-designate of eBay. From March 2005 to Jgr2G08, Mr. Donahoe served as
President, eBay Marketplaces. From January 206@louary 2005, Mr. Donahoe served as the WorldMedeaging Director of Bain &
Company. Mr. Donahoe serves on the board of directbintel Corporation (where he currently seraesa member of the Compensation
Committee and as a member of the Corporate Goveenamd Nominating Committee) and of Nike, Inc. (rehlee currently serves as a
member of the Nominating and Corporate Governararar@ittee). Mr. Donahoe will bring extensive indystxperience and deep knowledge
of PayPal’s day-to-day operations based on hieatrole as eBayg President and Chief Executive Officer and previmanagerial experien
as Interim President of PayPal.

Jonathan Christodoro has served as a directoray siBice 2015. Mr. Christodoro has over 15 yeaextdénsive financial, strategic and
investment experience advising and investing inipompanies, including at the board level. MrriStodoro has served as Managing
Director of Icahn Capital LP since July 2012. Mhr{Stodoro is responsible for identifying, analygiand monitoring investment opportunities
and portfolio companies for Icahn Capital. Priojdiming Icahn Capital, from 2007 to 2012, Mr. Gliadoro served in various investment and
research roles at P2 Capital Partners, LLC, Pref@&pital Management, LP and S.A.C. Capital AdwsbP. Mr. Christodoro currently serves
on the board of directors of Enzon Pharmaceutitads,(where he currently serves as Chairman oBibard, as a member of the Governance
and Nominating Committee, as a member of the Fimamcl Audit Committee, and as a member of the Casgimn Committee), Herbalife
Ltd (where he currently serves as a member of thmiNating and Governance Committee and as a meaflllee Compensation Committee)
and Hologic, Inc. (where he currently serves asmber of the Nominating and Corporate Governancar@ittee and as a member of the
Corporate Development Committee). Mr. Christodoss\previously a director of Talisman Energy InonfrDecember 2013 to May 2015.
Mr. Christodoros leadership and investment experience as a Mag&giactor of Icahn Capital LP will add to the sigpexpertise of the boa
of directors.
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Scott D. Cook has served as a director of eBayesli®998. Mr. Cook has been a leader in the techgatatystry for the past 32 years. As co-
founder of Intuit Inc., a global consumer-facingtteology company, Mr. Cook has driven innovatiod aignificant growth. Mr. Cook has
served Intuit in various capacities since its fadngdpreviously serving as CEO and Chairman, arsdbeen the Chairman of the Executive
Committee of the board of directors of Intuit sifaggust 1998. Mr. Cook also serves on the boamirettors of The Procter & Gamble
Company (where he is Chair of the Innovation anchifelogy Committee and a member of the Compensétibeadership Development
Committee), and The Intuit Scholarship Foundatiod ¥alhalla Foundation. Mr. Cook will bring strotechnology leadership expertise, as
well as extensive experience in product developraadtmarketing, to the board of directors.

David W. Dorman has served as a director of eBages2014. Mr. Dorman has extensive experiencedbajlitelecommunications-related
businesses as the former Chief Executive OfficekD&T, as well as expertise in finance, stratedenming and public company executive
compensation. Mr. Dorman has been the Non-Exec@hairman of the Board of CVS Health Corporatiopharmacy healthcare provider
since May 2011. He is also a Founding Partner oft€giew Capital, a private investment firm, sidegdy 2013. Mr. Dorman also serves on
board of directors of Yum! Brands, Inc. and Motar8lolutions, Inc. and as a Trustee for Georgia Fetindation, Inc. Mr. Dorman’s
leadership as former Chairman and CEO of AT&T wil to the strong leadership expertise of the bohdirectors.

Gail J. McGovern has served as a director of eBaes2015. Ms. McGovern is currently the Presigerd Chief Executive Officer of the
American Red Cross and has served in that posstitoe June 2008. Ms. McGovern is also a trusté®lofis Hopkins University and Johns
Hopkins Medicine, and a director of DTE Energy Campand The Weather Company. Ms. McGovern's le&ifeexperience as President
and Chief Executive Officer of the American Red &rwvill add to the strong leadership expertiséneflioard of directors and will bring a
strong perspective from the academic and nonprafitds. Ms. McGovern will also bring extensive entiee experience in marketing and
sales, customer relations, corporate finance egfi@planning and government relations and knovdeafgregulatory matters.

David M. Moffett has served as a director of eBisgas 2007. Mr. Moffett has more than 30 years @Htsgic finance, risk management, and
operational experience in banking and payment giog. Mr. Moffett currently serves on the boardiwéctors of CIT Group Inc. (where he
currently serves as a member of the Compensatiom@ibee) and of Genworth Financial, Inc. (wherecheently serves as a member of the
Nominating and Corporate Governance Committee aredraember of the Legal and Public Affairs Committéle also currently serves a
Trustee for Columbia Atlantic Mutual Funds and Wnsity of Oklahoma Foundation and as a consultamatious financial services
companies. Mr. Moffett will bring extensive glodalancial management and regulatory expertise aaddrship experience as a former Chief
Executive Officer and Chief Financial Officer ofifincial services companies. He will also bring esiee experience in the payments busines
as a result of his involvement with the developm@#n.S. Bancorp’s global expansion of its merchaecessing business, which is
particularly relevant to our business. His deepegiemce in leading successful acquisitions wilbdde very relevant to our board of directors.

Pierre M. Omidyar has served as a director andr@lzai of eBay’s board of directors since eBay’s iposation in May 1996. Mr. Omidyar
has extensive experience as a technologist andanmo His industry knowledge and long history af/thg innovation will provide important
expertise to PayPal that is technology driven amdi$ed on innovation. As the founder of eBay, Mmi@yar will bring to the board of
directors a deep understanding of the business émg-standing history as a leader within the neddgy industry. In addition to eBay,

Mr. Omidyar has also been a founder of severalrdtimovative businesses, including the Omidyar Neknand First Look. His extensive
experiences as an entrepreneur are particuladyaast to our nimble, fast-changing business.

Frank D. Yeary has served as a director of eBagesk®15. Mr. Yeary has been Executive ChairmanamhlizrView Partners, LLC, a corpor
advisory firm, since 2012. Mr. Yeary was Vice Cheltar of the
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University California, Berkeley from 2008 to 201#here he led and implemented major strategic arahfiial changes to the university’s
financial and operating strategy; from 2010 to 20ie served as interim Chief Administrative Officeranaging a portfolio of financial and
operational responsibilities and departments. RoO@008, Mr. Yeary spent 25 years in the finamokistry, most recently as Managing
Director, Global Head of Mergers and Acquisitiomsl @ member of the Management Committee at Citigtouestment Banking, a financial
services company. Mr. Yeary currently serves orbiberd of directors of Intel Corporation (whereduerently serves as the Chair of the Audit
Committee). Mr. Yeary’'s extensive career in investitrbanking and finance will bring to the boardléctors financial strategy and M&A
expertise, including expertise in financial repogtand experience in assessing the efficacy of enerand acquisitions. In addition, Mr. Yeary’
experience as the former Vice Chancellor and Ghdghinistrative Officer of a large public researativersity, will add to the board'’s strategic
and financial expertise.

At the time of the distribution, we expect that dard of directors will consist of the directoet forth above. Each of our directors will
have terms expiring at the first annual meetingto€kholders following the distribution, which PayRxpects to hold within 12 months from
the distribution. Commencing with this first annoaeting of stockholders, each of our directors bélelected by our stockholders to serve
until the next annual meeting of our stockholderd antil his or her successor is duly elected amlifies. Holders of shares of common stock
will have no right to cumulative voting in the efien of directors.

Director Independence

Under the rules of The NASDAQ Stock Market, or NASD, PayPal must have a board of directors witleast a majority of
independent directors. These rules have both dbgeteists and a subjective test for determining vgham “independent directorThe objectivt
tests state, among other items, that a directeoti€onsidered independent if he or she is an gmaplof the company, or is a partner in, or a
controlling stockholder or executive officer of, antity to which the company made, or from whick dompany received, payments in the
current or any of the past three fiscal years ¢laeed 5% of the recipiesttonsolidated gross revenue for that year. Thigstine test require
our board to affirmatively determine that a direaoes not have a relationship that would interfeith the director’s exercise of independent
judgment in carrying out his or her responsibi§iti®n an annual basis, each member of our boartheviequired to complete a questionni
designed to provide information to assist the baaudktermining whether the director is independertter the listing standards of The
NASDAQ Stock Market and PayF's Corporate Governance Guidelines to be adoptatidoypoard (and for members of our Audit Committee
and Compensation Committee, whether the directsfigs additional SEC and The NASDAQ Stock Mariketependence requirements). It is
expected that PayPal’s board will adopt guidelgetting forth certain categories of transactioagtionships, and arrangements that it has
deemed immaterial for purposes of making its deirgaition regarding a director’s independence, aresdwt consider any such transactions,
relationships, and arrangements in making its stibe determination.

It is expected that a majority of PayPal’s boardliogctors will be comprised of directors who airedependentas defined by the rules
The NASDAQ Stock Market and the Corporate GoveredBuaidelines to be adopted by the board. PayPbsaék to have its non-
management directors qualify as “independent” utidese standards.

The board will limit membership on the Audit Comted, the Compensation Committee, and the Corp&@aternance and Nominating
Committee to independent directors. PayPal's CagoGovernance Guidelines to be adopted by thelbw#irrequire any director who has
previously been determined to be independent trimthe Lead Independent Director and PayfP@brporate Secretary of any change in h
her principal occupation or status as a membenebbard of any other public company, or any chamgé&cumstance that may cause his or
her status as an independent director to change.
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Committees of the Board of Directors

Effective upon the completion of the distributidtayPal’s board of directors expects to have tHeviahg standing committees: an Audit
Committee, a Compensation Committee, and a Cop@aternance and Nominating Committee. The boadire€tors may determine that
additional formal or informal committees may be rappiate.

Audit CommitteePayPal’s board of directors will have a separatilgignated standing Audit Committee establishext@ordance with
Section 3(a)(58)(A) of the Securities Exchange #fct934, as amended (the “Exchange Act”). The AGdilnmittee is expected to consist of
David M. Moffett, Frank D. Yeary and Gail J. McGarmeMr. Moffett is expected to be the Audit CommétChairman. It is expected that eact
of the members of the Audit Committee will be indegent in accordance with the rules and regulatidiitie NASDAQ Stock Market and t
SEC. The primary responsibilities of the Audit Coitie® will be set forth in the charter of the AuGibmmittee and are expected to consist of
meeting with PayPal’'s independent auditors to revtee results of the annual audit and to discug®Blss financial statements, including the
independent auditors’ judgment about the qualitgafounting principles, the reasonableness offiigni judgments, the clarity of the
disclosures in our financial statements, our irakoontrol over financial reporting, and managensargport with respect to internal control
over financial reporting. Additionally, the Auditot@mittee is expected to meet with the independeditars to review the interim financial
statements prior to the filing of Quarterly RepantsForm 10-Q, recommend to the board of diredteesndependent auditors to be retained b
PayPal, oversee the independence of the indepeadditbrs, evaluate the independent auditors’ perdmce, review and approve the fees of
the independent auditors, and receive and conidéndependent auditors’ comments as to contagksguacy of staff, and management
performance and procedures in connection with aditfinancial controls, including PayPal’s systenmonitor and manage business risks
and legal and ethical compliance programs. The tADdimmittee is expected to approve the appointneamhpensation, and performance of
PayPal's Vice President, Chief Audit Executive, vihexpected to report directly to the committed areet with the committee regularly
without other members of management present.

The Audit Committee is also expected to preparediidit Committee Report for inclusion in PayRapiroxy statement, approve audit .
non-audit services provided to PayPal by its indépat auditors, consider conflicts of interest endew all transactions with related persons
involving executive officers or board members g reasonably expected to exceed specified tHsshend meet with internal legal counsel
to discuss our major risk exposures, includingrftial, operational, privacy, security, competitiand legal and regulatory risks, and will
review significant legal, compliance, and regulgtoratters that could have a material impact on BByfnancial statements or business,
including material notices to or inquiries receifemm governmental agencies. It is expected thatNffett will be determined to be aatidit
committee financial expert” as defined by the SEC.

Compensation CommitteEhe Compensation Committee is expected to consBawid W. Dorman, Jonathan Christodoro and Scott D
Cook. Mr. Dorman is expected to be the Compens&@immmittee Chairman. It is expected that each @htlembers of the Compensation
Committee will be independent in accordance withrililes and regulations of The NASDAQ Stock Magkad the SEC. The Compensation
Committee will assist the board of directors inrgang out the board’s responsibilities relatinghe compensation of PayPal’'s executive
officers and directors. The primary responsibiditaf the Compensation Committee will be set fontthie charter of the Compensation
Committee and are expected to include:

. At least annually, reviewing and approvingaimpensation programs applicable to directors anduwgive officers, the overall
strategy for employee compensation, and the conapiensof our CEO and our other executive offici

. Overseeing and monitoring compliance with Pa’'s stock ownership guidelines applicable to directord executive officer

. Reviewing the Compensation Discussion and Agialgontained in PayPal’s proxy statement and peeib@ Compensation
Committee Report for inclusion in our proxy statemend
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. Reviewing and considering the results of any adyistockholder votes on executive compensa

Additionally, the Compensation Committee is expddtteassess on an annual basis the independeitsecoimpensation consultants,
outside legal counsel, and other compensation exdvis

Corporate Governance and Nominating Commitide Corporate Governance and Nominating Committexpected to consist of Gail
J. McGovern and Scott D. Cook. Ms. McGovern is expe to be the Corporate Governance and Nomin&torgmittee Chair. It expected that
each of the members of the boar€ompensation Committee will be independent imatance with the rules and regulations of The NA&I
Stock Market and the SEC.

The primary responsibilities of the Corporate Goagrice and Nominating Committee will be set fortthi@ charter of the Corporate
Governance and Nominating Committee and are exgé¢ateclude:

. Making recommendations to the board as to the gpjate size of the board or any board commit

. Reviewing the qualifications of candidates for tioard;

. Making recommendations to the board on potehtiard and board committee members (consistehttivé criteria approved by
PayPal’s board of directors), whether as a regulacancies, including any vacancy created by arease in the size of the board,
or as part of the annual election cycle; .

. Leading the board in its annual review of the bazrdirector’ and senior managem’s performance

The committee will consider nominee recommendatfon® a variety of sources, including nominees rnee®nded by stockholders. T
committee might, from time to time, retain an exaasearch firm to help facilitate the screenimgl interview process of director nominees.
The committee expects that qualified candidateshawe high-level managerial experience in a reddyi complex organization or be

accustomed to dealing with complex problems, aridbgiable to represent the interests of the stoldérs as a whole rather than special
interest groups or constituencies.

Among other factors, the Corporate Governance asdihting Committee is expected to consider eaodidate relative to the
following attributes:

. character

. integrity;

. judgment;

. skills;

. background

. experience with complex organizations that may teweultinational react
. experience of particular relevance to Pay

. ability to work with others to solve complex proivs; anc

. time available to devote to board activiti

It is expected that the Corporate Governance andihbting Committee will also consider the interpteya candidate’s background and
expertise with that of other board members, and#tent to which a candidate may be a desirabléiaddo any committee of the board of
directors. The committee also expects that it vallie diversity as a factor in selecting nomin@eserve on the board of directors. PayPal’s
Corporate Governance Guidelines are expected todaohat the committee should consider diversitglgding gender and race), age,
international background, and expertise in evatggtiotential board members. It is expected thatwdsarching for new directors, the
Corporate Governance and Nominating Committeeastilvely seek out qualified women and individuatsni minority groups to include in
the pool from which board nominees are chosen.
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In addition to recommending director candidatess @xpected that the Corporate Governance and iNdging Committee will establish
procedures for the oversight and evaluation obiberd and management, will review correspondenoeived from stockholders, and will
review on an annual basis PayPal's Corporate GanesGuidelines to be adopted by the board.

Compensation Committee Interlocks and Insider Partipation

During PayPal’s year ended December 31, 2014, Payd®anot an independent company, and did not hax@mpensation committee or
any other committee serving a similar function. Bens as to the compensation of those who cuyreetive as PayPal’'s executive officers
were made by eBay, as described in the sectidniofrtformation statement captioned “Compensatigtission and Analysis.”

Corporate Governance
Stockholder Recommendations for Director Nominees

PayPal’s bylaws will contain provisions that addréee process by which a stockholder may nominaiadividual to stand for election
to the board of directors. PayPal will evaluatektmlder recommendations of board candidates baséle principles outlined in the section
of this information statement captioned “Director€emmittees of the Board of Directors—Corporate Goaace and Nominating
Committee.”

Leadership Structure and Lead Independent Director

PayPal’s bylaws will provide that PayPal’s boardl @elect the Chairman and the Chief Executive @ffi¢'CEQ”). PayPal's Corporate
Governance Guidelines to be adopted by the boardxgrected to require that the roles of Chairmah@BO be held by separate individuals.
Mr. Donahoe is expected to serve as our Chairmbae.s€paration of the offices of the Chairman an® @Eappropriate as it aids in the board’
oversight of management and it allows our CEO tm$oprimarily on his management responsibilities.

PayPal's independent directors are also expectdddignate a Lead Independent Director. Mr. Mofietixpected to be designated as th
Lead Independent Director. In addition to the dutéall board members, the position of the Leatkjendent Director is expected to come
with significant responsibilities pursuant to Pay®&orporate Governance Guidelines to be adopyeithé board, including to:

. provide the Chairman with input as to an appropr&hedule of board meetins
. provide the Chairman with input as to the preparatif agendas for board meetin

. provide the Chairman with input as to the dyaljuantity, and timeliness of the flow of infortitan from PayPaB management th
is necessary for the independent directors to &ffdg and responsibly perform their duti

. make recommendations to the Chairman regattiegetention of consultants who report directlyite board (other than
consultants who are selected by the various comesitof the board

. preside over executive sessions of the board

. act as a liaison between the independent direatmshe Chairman and the Chief Executive Officesemsitive issue:

Committee Responsibilities

Each committee expects to meet regularly and vaeha written charter to be adopted by the boands& charters will be posted on
PayPal’s website in connection with the separatioddition, at each regularly scheduled boardtingea member of each committee will
report on any significant matters addressed bytimemittee since the last board meeting. It is etqubthat each committee will perform an
annual self-assessment to evaluate its effectigandsilfilling its obligations.
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Role in Risk Oversight

Risk is inherent with every business, and how wdllsiness manages risk can ultimately determsrguitcess. PayPal will face a nurn
of risks, including economic, financial, legal aegjulatory, operational, and other risks, sucthadrhpact of competition. See the section
entitled “Risk Factors.” Management is expectetléagesponsible for the day-to-day management ofiske that PayPal will face, while the
board, as a whole and through its committees,haie the responsibility for the oversight of riskmagement. In its risk oversight role, the
board will be responsible for satisfying itself tiiae risk management framework and supportinggsses as implemented by management a
adequate and functioning as designed. Prior tadidtabution, PayPal will develop more detailedipigls and responsibilities relating to risk
oversight.

Corporate Hotline

PayPal will establish a corporate hotline (operdiga third party) to allow any employee to confitially and anonymously (where
legally permissible) lodge a complaint about angoamting, internal control, auditing, or other neagtof concern.

Stockholder Communication

PayPal will encourage regular engagement with $tolclers to seek their feedback.

The board is expected to adopt a policy permitsitogkholders to communicate with the board or iiahlial directors care of the
Corporate Secretary, c/o PayPal Holdings, Inc.,12%arth First Street, San Jose, California 9518ik. éxpected that the primary responsibility
for initial review of stockholder communicationslMde delegated to PayPal’'s Corporate Secretaagsist the board in reviewing and
responding to stockholder communications in an @gete manner. The policy adopted by the boaekgected to instruct PayPaiCorporatt
Secretary to review correspondence directed tbdlaed of directors and its principal committees,axidis or her discretion, not to forward
items solely related to complaints by users wigpeet to ordinary course of business customerceand satisfaction issues, or that he or she
deems to be of a commercial or frivolous naturetberwise inappropriate for the board’s or its cdttees’ consideration.

Attendance at Annual Meetings

Absent exigent circumstances, all directors willlx@ected to attend PayPa#innual meeting of stockholders in person or kept®ne o
video call.

Formal Closed Sessions of Outside Directors

As part of each regularly scheduled board meetimgputside directors will have the opportunityrieet without our management or the
other directors. The executive sessions will ineldiscussions and recommendations regarding guédariee provided to the Chief Executive
Officer and such topics as the independent direaetermine. The Lead Independent Director willllseach discussions.

Board Compensation

The Compensation Committee will be responsibledgrewing and making recommendations to the Boagarding compensation paid
to all directors who are not employees of PayRahny parent, subsidiary or affiliate of PayPat,tfteir Board and committee services.

The 2015 compensation to non-employee directorgfoannual basis) will consist of an annual retairfié&80,000 paid in cash in
quarterly installments (or, at the non-employeedinr’s election, paid in part or in whole in deés stock units or DSUs of an equivalent
value). The annual retainer is pro-rated in thenetieat a director serves for a portion of a y&ar.2016, we plan on reviewing our board
compensation, including our practice of grantin@®&R00 of DSUs (rounded up to the nearest wholee}la the time of our annual meeting.

106



Table of Contents

DSUs represent a right to receive shares of PagdPamon stock on a future date. DSU awards will essib 100% on the first
anniversary of the date of grant (or, if earligrtbee next annual meeting), provided the directotinues to serve as a director or consultant of
PayPal. In addition, DSUs resulting from a direstetection described above are 100% vested at.drathe event of a change in control of
PayPal, any equity awards granted to our non-eneglaljrectors will become fully vested.

The expected compensation for a non-executive ehilliconsist of $100,000 paid as DSUs in the sanamner as for other directors and
$100,000 paid in cash (or at the non-executivershelection, paid in part or in whole in DSUs of @quivalent value).

The following table sets forth annual retainersdaor non-employee directors who serve as Lead kugnt Director; the Chairs of the
Audit, Compensation, and Corporate Governance andihating Committees; and the members of those Qtees.

2015

Annual
Role Retainer
Lead Independent Director $25,00(
Committee Chair
Audit $20,00(
Compensatiol $15,00(
Corporate Governance & Nominati $15,00(
Committee Member
Audit $18,00(
Compensatiol $12,00(
Corporate Governance & Nominati $10,00(

Stock Ownership Guidelines

It is expected that the board will adopt stock oshig guidelines to better align the interestswfdirectors and executive officers with
the interests of stockholders and further promotarnitment to sound corporate governance. Undeethaglelines, PayPal’'s executive
officers and non-employee directors will each lyuieed to achieve a specified guideline level ohevship of PayPal common stock.

Clawbacks

We expect that the PayPal Incentive Plan and Pay@auity incentive plans will provide that awardade under those plans are subject
to a clawback provision. The terms of the clawbaikbe adopted by the Compensation Committee,esttlip amendment to comply with the
SEC rules to be issued in accordance with the Déddk Act and any other applicable law, regulatomule.

Outside Advisors

The board and each of its principal committees neégin outside advisors of their choosing at PdgRadpense. The board need not
obtain management’s consent to retain outside advifn addition, the principal committees needatmtin either the board’s or
management’s consent to retain outside advisors.

Conflicts of Interest

We expect that PayPal’s directors, executive officand other employees will conduct themselvek thi¢ highest degree of integrity,
ethics, and honesty. PayPal’s credibility and rapon will depend upon the good judgment, ethitahdards, and personal integrity of each
director, executive officer, and other employeés kxpected that PayPal’s Corporate GovernancdeBnes to be adopted by the board will
prohibit directors from
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serving on the board of another company (other &&ay), or in a senior executive role of anothenpany that would create a significant
conflict of interest. It is expected that our CaddBusiness Conduct will require that directorsg@xtive officers, and other employees disclose
actual or potential conflicts of interest and rextieemselves from related decisions. In order teebprotect PayPal and its stockholders, the
board expects to regularly review its Code of BassnConduct and related policies to ensure thatgtevide clear guidance to our directors,
executive officers, and other employees.

Board Effectiveness; Director Assessment; Board Edtion

It is important that the board and its committeedgrm effectively and in the best interest of Palydhd its stockholders. The Corporate
Governance and Nominating Committee is expectdeki the board in performing an annual self-assessto evaluate the board’s
effectiveness in fulfilling its obligations. As gaof this annual self-assessment, directors wilable to provide feedback on the performance o
other directors.
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COMPENSATION DISCUSSION AND ANALYSIS

INTRODUCTION

As discussed above, PayPal is currently part ofyea not an independent company, and its comgensagmmittee is not expected to
begin meeting until after the spin-off of the PalyRasiness (the “Spin-Off”). Decisions as to thenp@nsation of those individuals who will be
appointed as executive officers of PayPal haveltitstlly been made by the Compensation Committeabeboard of directors of eBay (the
“eBay Compensation Committee™”) and/or the CEO adyeBrhis Compensation Discussion and Analysis desethe compensation practices
of eBay as they relate to certain individuals who expected to be appointed as executive officePagPal. It also discusses certain aspects ¢
PayPal’s anticipated compensation structure fagelexecutive officers following the separation.eAfeparation, PayPal's executive
compensation program, policies, and practicest$ogxecutive officers will be subject to the reviamd approval of the Compensation
Committee of the PayPal board of directors (theyfRd Compensation Committee”).

For purposes of the following Compensation Disaussind Analysis and the tabular executive compa@msdtsclosures that follow, the
individuals listed below are referred to collectivas PayPal's “named executive officers” or “NEOCEhey are PayPal’s chief executive
officer, interim chief financial officer, and, dfi¢ individuals who are expected to be designateckasutive officers, the three most highly
compensated based on 2014 reported compensatimreay (other than the chief executive officer artdrim chief financial officer).

Name Position

Daniel H. Schulmau President and Chief Executive Offic

James J. Barre: Chief Technology Officer and Senior Vice Presid&ayment Service
Patrick L. A. Dupuis Senior Vice President, Interim Chief Financial ©Oéfi

Hill Ferguson Senior Vice President, Consun

William J. Ready Senior Vice President, Merchant and Next Generafiommerce

Additional information regarding the other membef®ayPal's management who will be designated asugive officers is set forth in
the section of the information statement capticiManagement—Executive Officers Following the Dibtriion.”

As described below, it is expected that upon sejparaPayPal’s executive compensation programgcjgsj and practices will be largely
the same as those employed at eBay. PayRalimpensation Committee will review the executiompensation program, policies and pracl
and will make adjustments as appropriate over tmwrder to meet the company’s particular busimessls and goals.

The following sections of this Compensation Distss&nd Analysis describe eBay’s general compemsathilosophy, policies and
practices as they applied to PayPal's NEOs duriigi2We have noted where certain elements of eBaygsutive compensation program did
not apply to one or more of the four NEOs emplolggdPayPal in 2014.

OVERVIEW
This Compensation Discussion and Analysis is prteseas follows:

. Elements of the Executive Compensation Prograrprovides a description of eBay’s historical and PPalis anticipated executive
compensation program, policies, and practi

. Compensation Decisions for 201and Retention Agreementsexplains executive compensation decisions maddBay & 2014
pertaining to the PayPal NEOs and retention agragsr
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. 2014 Business Resulighlights eBay business results that affected @ragtion of the PayPal NEC

. Severance and Change-in-Control Arrangements with ¥ecutive Officers, and Clawbacksovers the eBay Compensation
Committee’s considerations and actions associatttdtihe appointment of Mr. Schulman as Presidedt@BOdesignee of PayP:
severance and char-in-control arrangements, and clawbac

. Further Considerations for Setting Executive Compenation covers the role of eBay’s compensation consultantspeer group
considerations

ELEMENTS OF THE EXECUTIVE COMPENSATION PROGRAM
Historically

The eBay Compensation Committee believes thatcsitighand retaining superior talent—supported lopmpetitive compensation
program that is highly performance-based—is kegeiivering long-term stockholder returns. eBay’s@xtive compensation program was
designed to:

. align compensation with its business objectives@arfiormance
. motivate its executive officers to enhance -term stockholder value
. position eBay competitively among the companiesregavhich eBay recruits and competes for talemd

. enable eBay to attract, retain, and reward exeewfficers and other key employees who contribatiéstlon¢-term succes:

To achieve these objectives, eBay has structuseskegcutive compensation program around threeipaghcomponents: long-term equity
compensation, an annual cash incentive, and béeg.séhe eBay Compensation Committee sought tarenthat total compensation for
eBay’s senior executives was heavily weighted tiatde, performance-based compensation by deligeximajority of compensation in the
form of performance-based restricted stock unieEBRSUSs"), stock options, and annual cash incentives

The eBay Compensation Committee chose a mix otyguod cash compensation vehicles—some dependegly mn financial targets
that the Committee believed correlated with opagatierformance and long-term eBay stock performanceothers directly related to eBay’s
stock price and the returns received by investotseetnpensate senior management based on bothdamgralue drivers and returns receivec
by eBay’s stockholders. eBay also maintained btmaskd retirement and benefit programs in whichPdngPal NEOs participated and provii
limited perquisites to certain of the PayPal NEOs.
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The following table provides a snapshot of the &gyments of eBay’s 2014 executive compensationrprogind describes the rationale
for each element and the relevant equity-baseddsaairthe PayPal NEOs. Additional information abitgise key elements is included in the

sections following the table.

Total Direct Compensation Opportunity
Equity Awards

. Performance Based Restricted Stock UnBR®US) (1)
. Time-based Restricted Stock Units (RSU}) (2

. Stock options (3)

Annual Cash Incentive Awards

Base Salary

Rationale

Aligned executive incentives with the lotegm interests of
eBay's stockholder

Positioned award guidelines at target levigh the median of
the market levels paid to eE’'s peer group executivi

Recognized individual eBay executives’ rdgeerformance
and potential future contributiol

Retained executives for the long term

Provided a total compensation opportuniihygayouts
varying based on eBay’s operating and stock price
performance

Aligned executive compensation with eBarsual
performance

Enabled eBay to attract, retain, and reward tateimeividuals
who contributed to the company’s success

Motivated eBay executives to enhance theevaf the
company

Rewarded individuals’ current contributidnseBay
Reflected the scope of their roles andaasjbilities

Compensated for expected -to-day performanc

(1) PBRSUSs represented the right to receive stafreBay common stock if performance requiremengsnaet, subject to additional time-
based vesting. In 2014, PBRSUs were awarded t@bhulman, Mr. Dupuis, Mr. Barrese, and Mr. Fergusorihe 2014-2015
performance cycle. Mr. Ready did not receive PBRSMards in 2014. See “Compensation Decisions fo# 2010 Retention
Agreements—Treatment of eBay Inc. Equity Awarddbhbefor a description of how PBRSUs will be treatedconnection with the Spin-

Off.

(2) RSUs represented the right to receive share8ay common stock, subject to time based vestilgf the PayPal NEOs employed in
2014 received awards of RSUs. See “Compensatioisidas for 2014 and Retention Agreements—TreatroéaBay Inc. Equity
Awards” below for a description of how RSUs will be treatedonnection with the Sg-Off.

(3) Stock options represented the right to purclaasgecific number of shares of eBay common stbekpsiedetermined price, subject to
vesting. In 2014, stock options were awarded toS¢hulman, Mr. Dupuis, Mr. Barrese, and Mr. Ferguddr. Ready did not receive
stock option awards in 2014. See “Compensationdimts for 2014 and Retention Agreements—TreatmieeBay Inc. Equity Awards”
below for a description of how stock options will reated in connection with the S-Off.
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In making decisions regarding the amount and fofeagh element of compensation for senior execsititree eBay Compensation
Committee took into account the size and complexdtthe executive officer’s job and business unifumction, including the following:

. Performance against financial performance meadarebe executiv's business unit or functic

. Defining business unit or function strategy anddronaps and executing against th

. Organizational development, including hiring, d®pghent, and retention of the team of each orgaoiz

. Leadershif

. Improving and supporting innovation and executienthe business unit or functic

. Negotiating, closing, and integrating acquisitioispositions, and/or strategic partnerst

. Achievement of strategic and operational objectia@sl executing against budg

The eBay Compensation Committee gave no specifightiag to these goals and it and/or the CEO ofye®aaluated individual
performance in a holistic manner.

In addition, the PayPal NEOs were eligible to m#ptite in eBay’s health and welfare benefit plamsployee stock purchase plan,
retirement savings plan, and deferred compensatam which are generally available to all of eBagimployees, and to receive certain other
limited perquisites. It is anticipated that, follmg the separation, the PayPal NEOs will parti@datcomparable programs offered by PayPal.

Equity Incentive Awards

eBay has used three primary forms of equity comg@ms as part of its regular compensation progma20il4 for its senior executives
employed in the level of senior vice presidentlmme: PBRSUs, RSUs, and stock options.

Annual Equity Awards: Value

The value of annual equity awards was determingkdinvguidelines that the eBay Compensation Commiéitenually established for ee
position. These guidelines were based on eBay’satkpay positioning relative to companies with @it competes for talent. The midpoint
of the guidelines, or the median target awardeotdl the 50th percentile of the competitive marketividual awards were based on individual
performance, potential, and the total value of sie@ equity previously granted to each individiéle individual awards could be higher or
lower than the median target award by an amourgimgrfrom zero to three times the median targetrdwa

In 2014, the eBay Compensation Committee set equwgrd guidelines by position based on: (a) eqotyppensation practices of
technology companies in eBay'’s peer group, asabsd in their public filings, and (b) equity compation practices for comparable
technology companies that are included in propyettsird-party surveys.

Once the value of the annual equity incentive aghatl been set for each executive officer, a formas used to allocate the annual
equity awards as follows:

. 50% PBRSU:
. 30% time-based RSUs, ar
. 20% stock options

The eBay Compensation Committee may make speaidtyegglated compensation decisions for performaneention, acquisitions,
and/or recruitment purposes (including paymentéprity or other
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compensation awards from a former employer tha@cutive officer may be required to forfeit orgorby accepting employment with the
company) that cause individual equity compensatianparticular year to differ from the Committeeégular stated compensation strategy
guidelines. As discussed in more detail below, 2044 an extraordinary year for eBay in light of teparture of PayPal's former President in
June and our announcement of the planned SpinnGBéptember. As a result, the Committee deterntimatit was necessary to make
compensation decisions to help us attract andré&ti executive officers deemed instrumental tatloeightful and orderly execution of the
Spin-Off and the positioning of PayPal for succasan independent, publicly-traded company. Ingbition we have described the general
equity program design. See “Compensation Decidimn2014 and Retention Agreements” below for decisithat were made specifically in
relation to an acquisition, as a retention devatliing the departure of PayPal's former Presidant the Spin-Off.

PBRSU Prograrr

Design and Performance Period$he PayPal NEOs other than Mr. Ready were ebdiblreceive awards of PBRSUs, which were
designed to result in grants of RSUs with additidimae-based vesting requirements if eBay excepdsified financial performance criteria set
by the eBay Compensation Committee. The amountrah of the award depend on eBay’s performanedivelto the performance goals
approved by the eBay Compensation Committee dieggning of the performance period, subject toatii@stments relating to the Spin-Off
described under “Compensation Decisions for 20MRetention Agreements—Treatment of eBay Inc. giwvards.” The 2014-2015
PBRSU cycle has a two-year performance period.

Under the PBRSU program, assuming above-minimuestiold performance, PBRSU recipients would reciéine-based RSUs. For tl
2014-2015 performance period, for all eligible PalyREOs, one-half of the RSUs will vest in Marclidwing the end of the performance
period and the other half of the award will vesMarch of the following year, more than one fulbydollowing the completion of the
performance period. Beginning with the 2015-2018genance period, 100% of any PBRSU awards gramaéthyPal's CEO and CFO are
expected to vest, if at all, one year after thengodi time-based RSUs is made following the entheftwo-year performance period, subject to
the PayPal Compensation Committee’s review andosaibrThis vesting schedule subjects 100% of PagiZatO and CFO PBRSU awards to
a full three years of stock price volatility befdhe shares vest. The eBay Compensation Commidezvbd that the post-performance period

vesting feature of the PBRSUs provides an impontagthanism that helped to retain and align thé@rasts with long-term stockholder value.
100%Vesting for CED and CFO*
®

Marmch 1 March

Perfarmance Perad

o
(=]

2016 2016 a7

* For the 2014-2015 PBRSU cycle, Mr. Schulman’s BrdDupuis’ awards will vest 50% on the date ddigirand 50% on the one year
anniversary of the date of grant, which was theesaesting schedule for other NEOs of eBay Inc. rotihan its CEO and CF(

Setting a Target Value of PBRSU Sharés discussed above, the eBay Compensation Coaeatitablishes a target level of total an
equity compensation for each employee at the lefve¢nior vice president or above and awards aguodf his or her annual equity
compensation in PBRSUs. If eBay’s performance nibetsarget performance goals, the target numbBB&SUs will be granted. If eBay’s
performance exceeds or falls short of the targdbpaance goals, the number of PBRSUs grantedbgiiincreased or decreased formulaically
As discussed in “Changes to PBRSU Program and Ar@agh Incentive
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for 2015” below, the financial measures for the Q015 performance period have been adjusted éoP#yPal NEOs to focus on the
performance of PayPal for 2015.

Performance Measures and Rational@e following table outlines the performance nuees for the 2012015 performance period a
the eBay Compensation Committee’s rationale foir thedection:

Performance Measures for 201-15 Performance Periol eBay Compensation Committee Rationa
FX-neutral revenue (1) The eBay Compensation Committee believes theseure=aare
_ . key drivers of eBay’s long-term success and stolddrosalue, and
Nor-GAAP operating margin dollars (2) directly affected by the decisions of eBay’s mamaget.
Return on invested capital (modifier) Both FX-neutral revenue and non-GAAP operating rimadgllars

measures are used to help ensure that leaderscanengable for
driving profitable growth, and making appropriatedeoffs
between investments that increase operating exmamséuture
growth in revenue.

The return on invested capital modifier is used to
hold leaders accountable for the efficient use of
capital.

(1) Calculated on a fixed foreign exchange basis (refeto as F-neutral).

(2) Non-GAAP operating margin dollars excludes certaimaeprimarily stock-based compensation expenseelatéd employer payroll
taxes, amortization of acquired intangible assetpairment of goodwill, separation expenses, amthgeone-time gains, losses and/or
expenses

PBRSU Mechanics and Target§he two year targets are generally set at a lemasistent with the one-year income target foratheual
cash incentive plan and the three year targetsgeduo the investment community at eBaghalyst events. To receive a PBRSU grant, at
one of the FX-neutral revenue or non-GAAP operatiraggin dollars minimum performance thresholds nesiet. Each of the minimum
performance threshold for FX-neutral revenue ant@AAP operating margin dollars is independent aneither minimum threshold is met,
the award is funded with respect to that perforreaneasure in accordance with the percentages ediiinthe table below. If the minimum
performance level for either FX-neutral revenu@an-GAAP operating margin dollars is not met, tkieere is no funding attributable to that
performance measure. For example, if the minimurmERXtral revenue threshold is not met and perfoomanf non-GAAP operating margin
dollars is at target, the funding level is 50%laf total payout that would have been earned hagdtfermance levels for both criteria been
exactly at target, subject to the return on investpital modifier.

The following chart shows the minimum, target, amakimum funding levels for FX-neutral revenue and4GAAP operating margin
dollars:

Minimum Target Maximum
FX-neutral revenue 25% 50% 10C(%
Non-GAAP operating margin dollai 25% 50% 10C%
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The number of shares awarded is determined by cangpactual performance for FX-neutral revenue aod-GAAP operating margin
dollars over the performance period against thémuim, target, and maximum performance levels amyending the result into a funding
percentage. The FX-neutral revenue and @& P operating margin dollars measures are theeddtuether and this total is multiplied by
third measure, return on invested capital, withrtfaalification multiplier determined in accordancighathe table below:

Minimum Target Maximum
Return on invested capital (modifier) 80% 10C% 12C(%

The target award is multiplied by the percentageltang from this calculation to determine the attaumber of PBRSUs awarded,
subject to variation approved by the eBay Compéms&@ommittee due to material events not conteraeglat the time the targets were set
(such as major acquisitions) and to the eBay Cosgtean Committee’s negative discretion. AccordingBRSU awards range from 0% to
240% of the target award, based on FX-neutral newenon-GAAP operating margin dollars, and returiinvested capital for the two-year
performance period.

Annual Cash Incentive Awards

Design and Performance Perio&Bay’s cash incentive plan, known as the eBagritice Plan, or elP, is a shaerm incentive plan. Ttk
eBay Compensation Committee determined the lenfgtegperformance period for the cash incentive plehich had historically been annual
(including for 2014). The eBay Compensation Comeeitbelieved that incentive payouts should be tightked to eBay’s performance, with
individual compensation differentiated based onviiddial performance. When defining eBay’s compaayfgrmance, the eBay Compensation
Committee focused primarily on financial performamaetrics (FX-neutral revenue and non-GAAP netnmep

To support a tight link between eBay company penfoice and any incentive payouts, the annual casintives payable for 2014 had
both a minimum FX-neutral revenue threshold andramum nonGAAP net income threshold. Unless both of thesesttwlds were met, the
was no incentive payout. If both thresholds weré, @@ay used total non-GAAP net income as the pyirdaterminant of the payout for the
annual cash incentive plan. The amount at whiclpthe was funded was determined based on eBayislgoerformance as measured against
the targets set by the eBay Compensation Commitiée,75% of the award for the PayPal NEOs basedBay’'s non-GAAP net income
financial performance.

To facilitate differentiation based on individuarformance, 25% of the award for the PayPal NEGCshvesed on individual performan
In circumstances where eBay’s financial performas@bove its threshold goal but below target, differ is applied to the individual
performance component to reduce it proportiondtalsed on eBay'’s financial performance componentekample, if eBay exceeded the FX-
neutral revenue threshold but total MBAAP net income was 90% of target, then the indigidoerformance component would be calculate
follows: Target incentive amount x 25% x individyedrformance score x 90%.

In 2014, the annual cash incentive program alslidedl a customer satisfaction Net Promoter ScoRSjNand employee engagement
Promoter Score (eNPS) incentive for eBay emplog¢esrector-level and above. Each of these wasttigde achievement of a statistically
significant improvement over a multi-year perioddavould result in an additional payout of 5% af thcentive target if the respective
performance measure was achieved. These seconédasums were included to focus employees on impgaddPS and eNPS.
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Performance Measures and Rationalehe following table provides more information thie primary and individual performance
measures set in 2014 for the PayPal NEOs and tioaage for their selection:

Performance Measures (1 Rationale

Primary eBay financial performance meas
Non-GAAP net income (2), subject to a Minimum The eBay Compensation Committee believed non-GA&tP n
FX-neutral revenue threshold (3) income was the key measure of short- and interrestéam result:

for eBay given that it could be directly affectedthe decisions of
eBay’s management and provided the most widelpfadd
measure of financial performance. The eBay Compiemsa
Committee also believed that this primary non-GA#é® income
measure should be subject to a minimum revenustthlé and
should result in no cash incentive being paid witéure income
would be negatively impacted by insufficient revergrowth.

Individual measur
Individual performance The eBay Compensation Committee believed that iopoof the
compensation payable under this plan should berdiftiated
based on individual performance for which a revieas conducted
at the end of the yee

(1) Both minimum FX-neutral revenue and minimum 1@&AAP net income thresholds must have been metdardor there to be any
incentive payout based on eBay company performangdividual performance, with the funding level £Bay company performance
based on the amount of non-GAAP net income. Thentiee payouts for NPS and eNPS were independemt fine payout tied to eBay/’
financial performance (but would only be paid ipe&r when eBe's minimum financial performance metrics were

(2) Non-GAAP net income excluded certain items, primasiigck-based compensation expense and related eengdayroll taxes,
amortization of acquired intangible assets, impamtof goodwill, separation expenses, certain ane-gains, losses and/or expenses,
and income taxes related to these items. Non-GA&tfncome was calculated quarterly, was publicbcltised as part of eBay’s
quarterly earnings releases, and was a basisrd-party analyst estimates of eB¢'s results

(3) Calculated on a F-neutral basis

Annual Cash Incentive Plan Mechanics, AssessmedtTarget Positioning Strategyeach year, the eBay Compensation Committee
established (1) eBay company performance measasesiton business criteria and target levels obpadnce and (2) a formula for
calculating a participant’s award based on actBalyscompany performance compared to the pre-estaaliperformance measures.
Performance measures were based on a wide vafibtysimess metrics. The eBay Compensation Comnitiese to use non-GAAP net
income as its primary measure of performance faraber of years because it was the key measuteadf sind intermediate-term results for
eBay given that it could be directly affected by ttecisions of eBag’'management and provided the most widely follomedsure of financi
performance. Targets were set in the first quarfiéne year based primarily on eBay’s board-appadwedget for the year.

After the end of each year, eBay’s actual perforreamas compared to the performance measures torieéethe funding level of that
portion of the annual cash incentive plan, suliigeariation approved by the eBay Compensation Citteendue to material events not
contemplated at the time the targets were set (@sichajor acquisitions) and to the Committee’s tiegaiscretion. eBay’s CEO presented the
eBay Compensation Committee with his assessmeaheahdividual performance of the eBay executiviicefs who were his direct
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reports, including Mr. Schulman. The eBay CompdoeaCommittee reviewed his assessments and maalgiective determination of the le’

of individual performance for each of those exaaubfficers. In making its determination of theiividual performance of each executive
officer, the eBay Compensation Committee did neeginy specific weighting to individual goals. TReesident of PayPal presented to eBay's
CEO his assessment of the individual performanaaoh of the PayPal NEOs that were not direct tepgoreBay’s CEO in 2014. eBay’s CEO
considered his own assessment of individual perdoca, including for the time he served as interiesiélent of PayPal, and made a subjec
determination of the level of individual performarfor each of those PayPal NEOs.

Base Salary

Assessment and Target Positioning Strate§§i/the beginning of each year, the eBay Compéms&ommittee meets to review market
data and to review and approve each executiveeofibase salary for the year. At these meetitgseBay Compensation Committee assesst
competitive market data on base salaries from plititigs of eBay’s peer group companies and gdnedaistry data for comparable
technology companies that are included in propnyettsird-party surveys. When considering the contipetmarket data, the eBay
Compensation Committee also considers the facthieatiata is historical and does not necessaffilgatehose companies’ current pay
practices. The eBay Compensation Committee asseashsexecutive officer's base salary against €k percentile of the salaries paid to
comparable executives at eBay peer group compariesCommittee also considers individual perforneatevels of responsibility, breadth of
knowledge, and prior experience in its evaluatibhase salary adjustments.

Perquisites

eBay provides certain executive officers with pésiies and other personal benefits not availabkdlteBay employees that the eBay
Compensation Committee believes are reasonableansistent with its overall compensation programh philosophy. These benefits are
provided to enable eBay to attract and retain tleaseutive officers. The eBay Compensation Commipieriodically reviews the levels of
these benefits provided to its executive offic&mse “Compensation Decisions for 2014 and Retedtgmeements—Hiring Dan Schulman as
President of PayPal and its CEO Following the Spifi-below for a description of the perquisitestsere offered to Mr. Schulman in
connection with his offer to join eBay.

Going Forward

PayPal expects that the executive compensationmaarothat it initially adopts will be similar to throgram in place at eBay immediat
prior to the separation. Following the separatlayPal's Compensation Committee will continue tosider and develop PayPal’s
compensation practices in order to meet and advweceompany’s business needs and goals.

COMPENSATION DECISIONS FOR 2014 AND RETENTION AGREEMENTS

When making compensation decisions, the eBay Cosgiem Committee evaluated the executives whobheilome the PayPal NEOs
based on their leadership, competencies, innoviaiwth both past and expected future contributionsitd PayPal’s financial, strategic and
other priorities, including the value of acquisitioto PayPal. In addition, the eBay Compensatiomi@ittee considered the impact of
succession planning (including in connection with announcement of the Spin-Off), individual hofdpower, and retention concerns,
including in connection with the departure of tbenfier President of PayPal, the announcement dple-Off, and onboarding a new CEO-
designee of PayPal. The eBay Compensation Comnaitseareviewed the total value of each NEO’s ureestjuity awards. Based on its
assessment, the eBay Compensation Committee dagatrimidividual awards based on the factors andajjniels described above. The
following sections describe the compensation dengsimade by the eBay Compensation Committee fdPdy®@al NEOs.
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2014 Compensation Review, Supplemental Equity AwardFollowing Departure of PayPal's Former Presidentand Retention Awards

Each year, the eBay Compensation Committee reviesvtotal target equity awards, target annual aasintive award, and salary for
each employee at the level of senior vice presidadtabove. In 2014, PBRSUs, RSUs, and stock apti@mne the only types of equity
incentive awards granted to the PayPal NEOs. OPthdPal NEOs employed as of the time of eBay’sleed2014 annual compensation
review, only Mr. Dupuis, Mr. Barrese, and Mr. Fesgn received awards of PBRSUs. For Messrs. DupBaisese, and Ferguson, PBRSU
awards for the 2014-2015 performance cycle conetit60% of the value of their target annual eqaitiard. As described below, Mr. Ready
was not eligible to participate in the company’sal focal program in 2014, and Mr. Schulman hatdyebdjoined PayPal.

The following chart shows the compensation arrareggsmfor Mr. Dupuis, Mr. Barrese, and Mr. Hill, eftive April 1, 2014 (i.e., the
Focal Date):

Target Percentage o
Annual Salary for

Target Annual Annual Cash Incentive
Base
NAME Equity Award Award Salary
Patrick L. A. Dupuis $1.0 million 60% $525,00(
James J. Barre: $1.7 million 60% $550,00(
Hill Ferguson $1.7 million 60% $465,00(

In addition, following the resignation of PayPdlsmer president in June 2014, the eBay Compens&ammittee determined it was
critical to ensure eBay retained key members oPRaly senior executive team during the searchrdrteansition to a new President of PayPa
and to successfully execute PayPal’'s businessif®during the transition period. Recognizingttimembers of PayPal’s senior executive
team are actively recruited for senior leadersloigitipns at other organizations from time to tirte, eBay Compensation Committee approve
supplemental awards of RSUs with a target grare dalue of $5 million to each of Mr. Barrese and Merguson and a target grant date value
of $2 million to Mr. Dupuis to help ensure the dontty of PayPal’s senior executive team. Becatsestipplemental awards were designed tc
ensure continued service beyond the transitionrtevaPresident of PayPal, the RSU awards vest lasedntinued service with PayPal ove
three-year period.

In connection with Mr. Dupuis’ hiring in 2010, heawseligible to receive a supplemental cash bonup o6 $200,000, which was paid in
four equal annual installments of $50,000 from 2612014. In August 2014, when the eBay Compens&iommittee approved the
supplemental award of RSUs to Mr. Dupuis descridsalve, it also approved a retention arrangementvandupplemental cash payments of
$50,000 for Mr. Dupuis to be paid in 2015 and 2Gifhject to his continued employment on each paydete. In December 2014, the
retention arrangement was modified to provide itnélhe event Mr. Dupuis remains employed by Paytfftalugh an agreed upon date that will
be no longer than 30 days after the date a new fthéacial officer is appointed at PayPal, themngeparation the company will make a cask
payment to Mr. Dupuis equal to the following, pred Mr. Dupuis signs and does not revoke a waindmralease of claims:

(a) aprorated cash incentive award for 2015 paidrgetédbased on the portion of the fiscal year duvitich executive was employe

(b) acash paymentin an amount equal to the suimeaéxecutive’s (1) annual base salary and (2ub@mount (where the bonus
amount equals the greater of 65% of the exec's annual base salary or target annual cash ineeanward); ani

(c) acash paymentin an amount equal to the \aflaey unvested equity awards that would othenhisee vested within the period
ending on the later of (1) 12 months after the akee’s termination date or (2) April 1, 201
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Hiring Bill Ready in Connection with the Acquisition of Braintree

In December 2013, PayPal acquired Braintree, I'Bra{ntree”), where Mr. Ready served as chief exiwewofficer, for total
consideration of $713 million. In connection witfetacquisition, Mr. Ready received awards of RSomfeBay in January 2014 with a target
grant date value of $30,320,000, subject to a j@ar vesting schedule. At the time Mr. Ready joiRegPal in 2013 and during 2014, there
were no changes to his salary or target annualioashtive award, which were $300,000 and 66.6#4pectively. In addition, Mr. Ready was
not eligible to participate in eBay’s regular anint@mpensation review in 2014 and therefore didraotive any additional equity awards or
adjustments to his salary or target annual cagniinge award for 2014. See also “Retention AgredgmApproved in 2015 for Mr. Barrese and
Mr. Ready” below.

Hiring Dan Schulman as President of PayPal and it€EO Following the Spin-Off

In connection with hiring Mr. Schulman to become thture CEO of PayPal, the eBay Compensation Ctieentonducted a
comprehensive review of pay structures for CEGatparable public companies as well as internalgp@Bay. The eBay Compensation
Committee concluded that it was important to prevédtarget total compensation opportunity competitvith the compensation of leaders at
other major internet and technology companies, afittannual compensation structure consistent Vidty's current pay for performance
philosophy and weighted heavily in favor of perfamse-based compensation, excluding the one-timefakd awards and payments. In
considering the compensation package for Mr. Scha|rthe eBay Compensation Committee was mindfth@tompetition for talented
executives in the technology and payments sedinsSchulman’s existing compensation arrangemeitts ks then-current employer—
including equity and incentive compensation thauldde forfeited in connection with his departwuae well as clawback provisions that would
require him to repay gains made on certain equigrds and annual incentive payments—and the denwandad responsibilities of the leader
of a global organization with PayPal’'s scope a@atusé. Overall, the eBay Compensation Committeelcded that the complexity of the
PayPal business, the demands on that businessradegendent publicly traded company and the comngetnarket data should result in a
compensation arrangement substantially similan&b of Mr. Donahoe’s compensation as CEO of eBagofdingly, the eBay Compensation
Committee approved the following compensation ayeaments for Mr. Schulman in connection with his@ppnent as President of PayPal
its CEO following the Spin-Off:

New Hire Compensation
. Annual Salary: $900,000 ($1 million effective imnietely following the Spi-Off)
. Target Cash Incentive Award: 175% of annual salaép% following the Spi-Off)
. Initial Equity Awards: Target Grant Value of $9 fiwh
. Allocation: 30% PBRSUs, 50% RSUs, and 20% stocloop

. The PBRSU/RSU weighting was adjusted from thadard allocation of 50% PBRSUs, 30% RSUs, and @pfi6ns in
recognition of the fact that Mr. Schulman joinecagBn September after the 2014-2015 PBRSU perfocenaycle was
approximately one-third completed; while the eBayr(pensation Committee expected that future awaoidddahave the
standard allocation and made Mr. Schulman’s 201&dwonsistent with that allocation, subsequenir&uawards will be
subject to review and approval by the PayPal Comsgitan Commiitte:

Make-Good Awards and Payments:

In connection with his prior employment, Mr. Schalmwas subject to a “clawback agreement” that woedgiire Mr. Schulman to repay
his former employer for gains made on equity ameiive awards, as well as forfeited equity awairdghe event he accepted employment
with a company viewed to be a strategic competBgraccepting employment with PayPal, which wasgleded as a strategic competitor,
Mr. Schulman was required to make repayments arfielifeested equity with a total value in exces$d7 million. In recognition of the
clawback repayments and forfeited vested equitg fie fact that Mr. Schulman
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would be foregoing performance-based compensatiainhte had substantially earned prior to joiningyeBVr. Schulman was granted a
number of “make-good” awards, as follows:
. Payment Made for Clawbat
. Make-Good Equity and Annual Incentive Award Clawback manpt: A total payment of $13,620,4

. In recognition that the pre-tax income Mr. Sohan received from equity and annual incentive censation awards
that vested or were exercised during the 24 mamtios to his termination of employment was requitedbe repaid to
Mr. Schulman’s former employer (a portion of whishs paid directly by eBay) pursuant to a clawbackreyement.
This clawback was triggered because Mr. Schulmarped employment with PayPal, which his former legsr
viewed as a strategic competi

. Payment Made for Terminated Optic
. Vested Option Mak-Good Payment: $3,626,5:

. In recognition that Mr. Schulman’s vested opsiavith his former employer were terminated ashefdate he accepted
employment with PayPal because his former emploigsved PayPal as a strategic compe!

. Paid within two payroll periods of start de
. Equity Awards and Cash Payments for Substantiedijn&d Award:
. Make-Good RSU Awards: Target Grant Value of $8,214,

. Designed to make Mr. Schulman whole on equitarals granted by former employer that would hawaeadtwithin
approximately 16 months from date of hire and tatte forfeited when he accepted employment withFRaE

. RSUs: $4,143,503 grant value, vesting 100% on Dbeer?4, 201-
. RSUs: $4,071,429 grant value, vesting 100% on Jsr2g 201€
. Make-Good Cash Payment
. Make-Good Bonus Payment: $3,631,2

. In recognition that Mr. Schulman forfeited Bi814 bonus from his former employer when he accepteployment
with PayPa

. Paid on December 24, 2014, subject to full or phrépayment if bonus received from his former ampt
. Make-Good Portfolio Grant Payment: $2,600,(

. In recognition that Mr. Schulman forfeited cdsdsed incentive “portfolio” awards from his fornesnployer when he
accepted employment with Payl

. 50% on Dec. 24, 2014, and 50% to be paid on Fel2aB

Commitment to Future Equity Awards:

eBay also agreed to the size of Mr. Schulman’s ahequity award for 2015 as well as an equity awgron the completion of the Spin-
Off as follows:

. 2015 Focal (Annual) Awards: Target Grant Value ®frillion
. Grant date- April 1, 2015
. Allocation: 50% PBRSUs, 30% RSUs, and 20% opt
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PBRSU vesting will apply the CEO vesting scHed@015-2016 PBRSU award granted in early 201@eiformance targets
are met and RSUs are granted, the RSUs will ve3#6lid 2018 on the first anniversary of the datgraint)

. Spir-Off Awards: Target Grant Value of $2 millic
. Grant dat-subject to and effective immediately prior to then-Off
. Allocation: 50% PBRSUs, 30% RSUs, and 20% opt

. Vesting subject to discretion of PayRBalompensation Committee, but full vesting is exgeto be over four years from t
date of grant for RSUs and stock options and th® @é&sting schedule described above for PBR

Relocation:

In addition, eBay assisted Mr. Schulman with cartaipenses he incurred in connection with his etlon to the San Francisco Bay
Area. Mr. Schulman’s relocation assistance incluglegistance with selected costs and expensesdrétateoving from New York to the San
Francisco Bay Area (including temporary housing tadsportation) and related tax reimbursementssistent with eBay’s existing relocation
policies.

Changes to PBRSU Program and Annual Cash Incentivier 2015

For the executives who will become PayPal NEOsetBay Compensation Committee determined that itdvmake the following
adjustments as a result of the Spin-Off;

Modification of existing awards for Messrs. SchulmaDupuis, Barrese, and Fergusot

e 2014-2015 PBRSU performance cycle: Payouthélbased on aggregate eBay Inc. performance fe¥ @0d PayPal-specific
performance measures for 2C

2015-2016 PBRSU Awards for all PayPal NEOs:

e 2015-2016 PBRSU performance cycle: Payouthllbased on performance measures and resultsyBaPaver the two-year
performance perio

2015 Cash Incentive Award:

* An annual performance period will apply andfpamance will be based on PayPal-specific perforreaneasures rather than
aggregate eBay Inc. performar

Retention Arrangements Approved in 2015 for Mr. Barese and Mr. Ready

In preparation of PayPal becoming an independéolipoompany, the eBay Compensation Committee aqgut@ertain retention
arrangements in 2015 for Mr. Barrese and Mr. Rehdiywere intended to ensure that PayPal would hatable leadership team following
Spin-Off.

Pursuant to the retention arrangements for Mr.&arif he remains employed with PayPal throughil Ap2016, he is entitled to
accelerated vesting of equity that would have atiss vested from April 2, 2016 through April 30,120 In addition, if Mr. Barrese remains
employed with PayPal through April 1, 2016 and sgjpently (i) resigns from his employment, (i) does qualify for the severance protect
for a voluntary resignation for “Good Reason” désed in the “Termination During a Change in ConfPeriod” section below, and (iii) signs
and does not revoke a waiver and release of claimas, Mr. Barrese will be eligible to receive:

(@) a prorated cash incentive award based on copmenformance for the fiscal year in which employrnis terminated (if
performance targets are met), ¢
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(b) acash paymentin an amount equal to the sumsdfl) annual base salary and (2) bonus amoumr@the bonus amount equals
the greater of 65% of his annual base salary orahgget annual cash incentive awa

Pursuant to the retention arrangements for Mr. Raétie remains employed with PayPal through Jana4, 2016, the remaining
vesting schedule for the two grants of restrictedlsunits awarded by eBay Inc. on January 15, Z€1et“Initial eBay RSU Awards”) will be
modified to provide for monthly vesting such that/3% of the unvested RSUs will vest monthly begigrin February 2016. In addition, if
Mr. Ready remains employed with PayPal through ladyr1, 2016 and prior to the full vesting of théial eBay RSU Awards he
subsequently (i) resigns from his employment,d@gs not qualify for the severance protection feolantary resignation for “Good Reason”
described in the “Termination During a Change ima Period” section below, and (iii) signs andedmot revoke a waiver and release of
claims, then Mr. Ready will be eligible to recesveash payment equal to the value of the equitjestito the Initial eBay RSU Awards that
would otherwise have vested in the six months Yalhg the effective date of his termination.

Treatment of eBay Inc. Equity Awards

As discussed in more detail in “Certain Relatiopstand Related Party Transactions—Employee Mattgrsement—Equity
Compensation Awards,” below, subject to certaireptions, eBay equity-based compensation awardithikr continue as adjusted eBay
awards or be converted into PayPal awards uposeparation, depending on which entity employs #veagn who holds the award. eBay
equity awards held by PayPal employees will be eacd into awards that relate to shares of Paydtahton stock, and equity awards held by
employees who will remain employed by eBay afterdbparation will be adjusted to reflect the sdparand continue to relate to shares of
eBay common stock. Specifically, outstanding eqaitiards held by PayPal employees, including théBRaMEOs, are expected to be treated
as shown in the table below:

Award Type Treatment
Target PBRSU Awards Each eBay target PBRSU award with a fiscal yeadZ2115 performance period or a

fiscal year 20122016 performance period held by a PayPal emplapetiding award
granted for accounting purposes) will be conveiténl a PayPal target PBRSU award.
The target number of PayPal shares subject todiBd award will be adjusted in
order to preserve the aggregate intrinsic valub®briginal eBay target PBRSU awe
as measured immediately before and immediately tféedistribution date, subject to
rounding.

RSUs Each unvested award of eBay RSUs held by a PayRabgee will be converted into
PayPal RSU award that will continue to vest overgame period as the unvested a
of eBay RSUs to which such award corresponds. Tingber of shares of PayPal
common stock subject to the award will be adjusteatder to preserve the aggregate
intrinsic value of the original eBay RSU award nasasured immediately before and
immediately after the distribution date, subjectdonding.

Stock Options Each outstanding eBay stock option (whether vestathvested) held by a PayPal
employee and each outstanding eBay stock optioichwh vested and exercisable)
held by a former PayPal employee will be conveitéal an option to purchase share
PayPal common stock that will continue to vest dliersame period as the unvested
eBay stock option to which such PayPal option spoads. The exercise price and
number of shares subject to each such PayPal s will be adjusted in order to
preserve the aggregate intrinsic value of the oaigéBay stock option, as measured
immediately before and immediately after the disttion date, subject to roundir
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2014 BUSINESS RESULTS

eBay’s compensation programs were designed to afigmpensation with its business objectives andopeidince. The following is a
summary of the business results that directly &f2014 compensation, including performance-bagediy awards and annual cash
incentives.

PBRSUs

eBay’s 2014 performance will impact the value & #9142015 PBRSU awards to Messrs. Schulman, DupuiseBayand Ferguson. .
described above, these awards have been modifigdese individuals such that payouts will be basedggregate eBay performance for 2
and PayPal-specific performance for 2015.

Annual Cash Incentive
2014 Annual Cash Incentive Goals and Plan Performae

The following shows the goals and 2014 performamwer the financial and non-financial performanemponents of the annual cash
incentive plan:

FX-neutral revenue:

* eBay's FX-neutral revenue of $17.95 bhillion exceeded the mimm threshold of $17.21 billic

Non-GAAP net income:

» eBay’s Non-GAAP net income of $3.80 billion eeded the minimum threshold of $3.64 billion buiefhto exceed the target
threshold of $3.83 billiol

Net Promoter Score (NPS) and employee Net Prom&eore (eNPS)
* In 2014, eBay did not meet its NPS or eNPS targetsordingly, there was no NPS or el-related payou

» Because eBay expects to separate into two coepbaefore the end of 2015, the eBay Compens&tionmittee eliminated the NPS
and eNPS performance metrics for 2(

The funding level under the plan could range frdfe5at the minimum non-GAAP net income level up ®@% at the maximum non-
GAAP net income level (assuming the minimum FX-n@utevenue threshold was also met). As part akitsew of eBay’s performance
against its targets, the eBay Compensation Comaniti@sidered whether any significant corporate &yemt contemplated at the time the
targets were set, should lead to an adjustmergveinue or non-GAAP net income results. The eBay gamsation Committee concluded that
eBay’s non-GAAP net income results should be adifust exclude the impact of (i) an increased té daiven by eBay having elected to
subject more of its foreign earnings to U.S. taxatand (ii) the interest expense associated viitlys $3.5 billion debt issuance in July 2014.
Both of these actions resulted in an increase my&Bavailable U.S. cash and enhanced its finafietability.

Because minimum thresholds for both eBay’s compaitle FX-neutral revenue and non-GAAP net incomeaweet in 2014, the
individual performance component of the annual ¢aséntive plan was paid. However, eBay’s non-GA#g? income for 2014 was below
target, and therefore the individual performanamponent was modified and funded at 94% in accomrlavith the terms of the plan and its
application to all eligible employees of eBay.
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Taking into account both eBay’s company and indigidoerformance, total annual cash incentive ansountler the 2014 annual cash
incentive for the PayPal NEOs were paid as follows:

Payment as ¢
Annual Cash Incentive
Percentage c Size of annual
Target as Percentage cash incentive
Name of Base Salary Target* award for 2014
Daniel H. Schulman 17t 94 $335,959.5
Patrick L. A. Dupuis 60 105.¢ $330,513.5
William J. Ready** 66.67 110.5 $222,610.5
James J. Barre: 60 9 $302,499.1
Hill Ferguson 60 9 $259,949.8

* eBay’s company performance component (75%) waéd #i294% of target. The individual performance pament (25%) was based on
each NEO's individual performance score, which welsulated as a percentage of target and modif@thdo 94% of that amount in
accordance with the terms of the pl

** At the time Mr. Ready joined PayPal in 2013, thees no change to his target annual cash incentiaeda

SEVERANCE AND CHANGE-IN-CONTROL ARRANGEMENTS WITH E XECUTIVE OFFICERS, AND CLAWBACKS

When approving or establishing the severance aadggtin-control arrangements described below, Bay €ompensation Committee
attempted to provide severance benefits with sefitcprotections and retention incentives for tkecaitive officer and which were aligned w
the interests of eBay and its stockholders. TheygBampensation Committee believes that these frotechelp eBay to attract and retain
highly talented employees, including the PayPal NEO

Severance and Change in Control Arrangements for MrSchulman

In connection with becoming President of PayPalitsm@EO-designee, Mr. Schulman received an o#fet that included severance
arrangements. Under these arrangements, Mr. Schuheatitled to receive the following if he is@nated without cause or resigns for good
reason (each as defined in the letter) and he sigdgloes not revoke a waiver and release of claims

. a cash payment equal to two times the sum)dhéagreater of Mr. Schulman’s annual base saaf§l million and (b) his bonus
amount (where the bonus amount equals the grefbteodimes Mr. Schulman’s annual base salary ert#liget cash incentive
award for the year

. a prorated cash incentive award based on coynparfiormance for the fiscal year in which employitnis terminated (if
performance targets are me

. any mak-good cash payments that have not yet been paic
. a cash payment equal to the value

. the unvested Initial Equity Awards and Make-@d&SU Awards if his termination occurs outside aje in Control
period, provided that, if the termination occurBd@ing the SpinOff and outside the Change in Control period, tthencasl
payment shall also include the cash value of ahgrainvested equity awards that would otherwise Wasted within 12
months of the termination date;

. all unvested equity awards if his termination osaduring a Change in Control Perit

In the event the Spin-Off does not occur within tyears from Mr. Schulman’s start date and he imitgated without cause or resigns for
good reason, in addition to the cash payment gquhk value of the unvested Initial Equity Awaetsl Make-Good RSU awards described
above, he will also be eligible to receive the ceslue of any unvested equity awards not covered@khat would otherwise have vested
within 24 months of his termination date.
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The “Change in Control Period” begins 90 days b=fChange in Control (as defined in eBay’s 2008ittqncentive Award Plan, as
amended and restated) and ends 24 months aftearsg€lmn Control.

In the event Mr. Schulman’s employment terminatgs @ his death or permanent disability, he orektate will receive, within 30 days
of his termination date, a cash payment equaldo/éiue of any equity awards that would have beceaséed within the following 24 months.

For purposes of Mr. Schulman'’s offer letter, “Calis$&ood Reason,” and “Change in Control” are sumiaed as follows:

. “Cause” means (a) Mr. Schulman'’s failure tematpt in good faith to substantially perform hisigised duties, other than failure
resulting from his death or incapacity due to pbgkor mental illness or impairment (subject taoéige and cure period), (b) Mr.
Schulman’s indictment for, conviction of or plearaflo contendere to any felony (or any other crinw®lving fraud, dishonesty or
moral turpitude), or (¢) Mr. Schulman’s commissafran act of fraud, embezzlement, misappropriatighful misconduct, or
breach of fiduciary duty against the company, ekgepd faith expense account dispu

. “Good Reason” means, without Mr. Schulman’stten consent, any of the following events (subfjec notice and cure period),
after which Mr. Schulman resigns his employmenhinithe time periods set forth in his offer lett

(@) the effective date of the S|-Off does not occur within two years following hisnsmencement of employment with PayF

(b) following the Spin-Off, PayPal experiences a@de in Control, after which he is no longer thizthxecutive officer of the
publicly traded company that is (or owns) PayPa

(c) (i) a material reduction in his annual baseusgl(ii) a material reduction in his annual targehus opportunity; (iii) a
material reduction in his authority, duties or r@sgibilities (which would include a change in hisedt reporting
relationship); or (iv) any other material breachthy company of his offer lette

. “Change in Contr” means

(a) before a Spin Off, any of the following: (iy@hange in Control” as such term is defined in ¢Bay’s 2008 Equity Incentiv
Award Plan, as amended and restated; or (ii) acfdkayPal by eBay to any individual, entity or gpawithin the meaning
of Section 13(d)(3) or Section 14(d)(2) of the Exape Act) that is not affiliated with eBay; or Xiéin announcement by
eBay on a Form 8-k (or other similar filing undee tExchange Act) that eBay has abandoned its ptesesparate PayPal
from the eBay companies; a

(b) on and after the effective date of a Spin-G&hange in Control” as such term is defined in ay/Pal equity plan (but if no

such definition is contained therein, then for mags of his offer letter, “Change in Control” vkt as defined in eBay’s
2008 Equity Incentive Award Plan, as amended asthted, but with all references to eBay replacetl RayPal)

Severance Arrangement for Mr. Dupuis

As discussed in the 2014 compensation review seatiove, in the event Mr. Dupuis remains employe&dyPal through an agreed
upon date that will be no longer than 30 days dfterdate a new chief financial officer is appoih# PayPal, then upon separation the
company will make a cash payment to Mr. Dupuis étuthe following, provided Mr. Dupuis signs anded not revoke a waiver and release

of claims:

(a) aprorated cash incentive award for 2015 paidrgetédbased on the portion of the fiscal year duvitich executive was employe
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(b) acash paymentin an amount equal to the suimeaéxecutive’s (1) annual base salary and (2ud@mount (where the bonus
amount equals the greater of 65% of the exec's annual base salary or target annual cash ineeanward); ani

(c) acash paymentin an amount equal to the \aflaey unvested equity awards that would othenhiesee vested within the period
ending on the later of (1) 12 months after the akee's termination date or (2) April 1, 201

Severance and Change in Control Arrangements for MrBarrese and Mr. Ready

In addition to the retention arrangements descréddele, the eBay Compensation Committee approvediceseverance and change in
control arrangements in 2015 for Mr. Barrese andRérady. Under these arrangements, each of MreBaand Mr. Ready is entitled to
receive the following if he is terminated by themmany without cause (as defined in the letter amdrsarized below) outside of a change in

control period (as described below) and signs ares chot revoke a waiver and release of claims:
(a) a prorated cash incentive award based on coppenformance for the fiscal year in which employrnis terminated (if
performance targets are me

(b) acash paymentin an amount equal to the suimeaéxecutive’s (1) annual base salary and (2udamount (where the bonus
amount equals the greater of 65% of the exec’'s annual base salary or target annual cash ineeaward); ani

(c) acash paymentin an amount equal to the valuaytiavested equity awards that would otherwise vagted within 12 months
the executiv's termination date

If Mr. Barrese or Mr. Ready is terminated withoatse or resigns for good reason (each as definthe iletter and summarized below)
during a change in control period and signs and ao¢ revoke a waiver and release of claims, tieewduld be entitled to:

(a) a prorated cash incentive award based on coppenformance for the fiscal year in which employrnis terminated (if
performance targets are me

(b) a cash paymentin an amount equal to the sumafimes the sum of his (1) annual base salady(ahbonus amount (where the
bonus amount equals the greater of 65% of the ¢ixe’s annual base salary or target annual cash inesairard); an

(c) acash paymentin an amount equal to the valuk oheested equity awards as of the execr’'s termination date

The “Change in Control Period” begins 90 days befoChange in Control (as defined in eBay’s 2008itigdncentive Award Plan, as
amended and restated) and ends 24 months aftearsg€ln Control.

In the event Mr. Barrese’s or Mr. Ready’s employttenminates due to his death or permanent digalile or his estate will receive,
within 30 days of his termination date, a cash payyhequal to the value of any equity awards thatldvbave become vested within 24 months

following such termination date.
For purposes of Mr. Barrese’s and Mr. Ready'’s tettthe following definitions apply:

e “Caus” has the same meaning as the definition describexdedior Mr. Schulmar

» “Good Reason” means, without Mr. Barrese or Rigady’s consent, as applicable, any of the folhgwavents (subject to a notice
and cure period), after which Mr. Barrese or MraBeresigns employment within the time periodSeeh in the executive’s offer
letter: (i) a material reduction in annual bas@sal(ii) a material reduction in annual target bspportunity; (iii) on and after the
Spir-Off, a material reduction in the execut' s authority, duties or responsibilities; (iv) follimg a
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Change in Control, a requirement by the compantyttieaexecutive relocate the primary office to @akion that is more than 35
miles from the location of the executiggdrimary office immediately prior to the ChangeJantrol; or (v) any other material bre:
by the company of the lette

* “Change in Control” means a “Change in Contad’such term is defined in eBay’s 2008 Equity htiwe Award Plan, as amended
and restated, or, following the S-Off, as such term may be defined (if different) endny successor equity incentive pl

Additional Severance Arrangements for an Involuntay Termination for Mr. Ready

In connection with PayPal’s acquisition of Braimtia December 2013, Braintree granted RSU awartitr t&Ready prior to closing in
recognition of his significant contributions to Brixee. Upon the completion of the acquisition, gBas PayPal, Inc.’s parent) assumed the
RSU awards granted by Braintree to Mr. Ready. Utigeterms of those awards, Mr. Ready would beledtto full acceleration of any then-

unvested RSUs if his employment was terminated tayriBree without “cause” or he resigned with “goedson” (as defined in his Braintree
RSU agreements).

For purposes of Mr. Ready’s Braintree RSU awar@suse” and “Good Reason” are generally definedlémafs:

. “Cause” means (i) the participant’s commissidifA) an act of fraud, theft, embezzlement, migappation or breach of fiduciary
duty against or involving the company or any ofaffiliates or (B) any other crime having a mateaiad adverse effect on the
company or any of its affiliates; (ii) material andauthorized use or disclosure by the participathe proprietary information or
trade secrets of the company or its affiliates) fliie participant’s willful failure or refusal foerform his material job duties and
responsibilities (other than refusal or failureuliag from the participant’s complete incapacityedto physical or mental illness or
impairment); (iv) any material breach of any writiegreement between the participant and the compaagy of its affiliates; (v)
the participant’s willful failure or refusal to cgly with a material written policy or rule of thempany or any of its affiliates; (vi)
the participant’s willful failure or refusal to cperate with a government or internal investigatbbthe company or any of its
affiliates, including its directors, officers or piayees, if the participant’s cooperation has breguested by the company or any of
its affiliates; or (vii) the participant’s commissi of, or plea of nolo contendere to, any felongenthe laws of the United States or
any equivalent state or any foreign laws, subjeeirt opportunity to cure in the case of claus@s (iv), (v) and (vi).

. “Good Reason” means the occurrence of anyefdhowing without the written consent of the peigant (subject to a notice and
cure period): (i) a reduction in the participantse of annual base salary; (ii) a material reducin the participant’s annual target
bonus opportunity; or (iii) a change in the papart’s principal location of work that is in excedghirty-five (35) miles from the
participan’s principal location of work as of the date of thmlerlying award agreeme

Change in Control

PayPal has not entered into any arrangements wtlofits executive officers to provide “singlegigier” severance payments upon a
change in control. As described above, eBay hashmrge-in-control protections in place for Mr. 8lchan, Mr. Barrese, and Mr. Ready. In
the event that payments or benefits owed to Mrucan, Mr. Barrese or Mr. Ready constitute “pardaelpayments” (within the meaning of
Section 280G of the Code) and would be subjedigaekcise tax imposed by Section 4999 of the Cauteh payments or benefits may be
reduced to an amount that does not result in tipgition of such excise tax, if such reduction Itssa the executive receiving a higher net-
after-tax amount than he would have absent sualctiesh.

eBay’s equity incentive plans generally providetfoe acceleration of vesting of awards granted utideplans upon a change in control
(as defined in the applicable plan) only if the@dgg entity does not agree to
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assume or continue the awards. These provisiorsrainapply to all holders of awards under theigguacentive plans. See “Potential
Payments upon Termination or Change in Controldwebor information regarding the impact to PayP&IEOs in the event of termination or
a change in control, assuming that their employmerg terminated or a change-in-control occurre®@eocember 31, 2014.

Other Severance Arrangements

On June 16, 2015, PayPal adopted the (i) PayPalgehia Control Severance Plan for Key Employees (@1C Severance Plan”), for
executive officers at or above the level of Vicestdent and Fellows, and (ii) the PayPal SVP anavalStandard Severance Plan (the
“Standard Severance Plan”) for officers at or ahitneelevel of Senior Vice President. These plarkhai effective immediately following the
Distribution.

Eligibility and Impact of Individual Employment tet Agreement

Eligible employees are selected by the Compens&@nmittee to participate in the CIC Severance BlahStandard Severance Plan.
Unless otherwise determined by the Compensationmiitiee, any officer who is eligible to receive seree payments and/or benefits under
an individual employment letter agreement or otiggeement under circumstances that would givetaiseright to receive payments and
benefits under the CIC Severance Plan or the Stdr&kverance Plan is not eligible to receive paymenbenefits in the respective plan;
except, if the officer is not subject to income tathe USA and the present value of the paymeamsb&nefits payable under such individual
arrangement is less than that payable under tipectge plan, such officer will be eligible undbetplan. Currently, as described above,
Messrs. Schulman, Dupuis, Ready and Barrese afl amangements that provide for severance paymedtbenefits and, therefore, are not
expected to be eligible to participate in eithethaf two plans at this time.

CIC Severance Plan Benefits

The CIC Severance Plan provides eligible employé#sseverance payments and benefits in the ebhantin eligible employee’s
employment with us or one of our subsidiaries Jiaffis or a successor company is terminated wliflidays prior to, or within 24-months
immediately following, a “change in control” of (ghe “change in control period”) either (a) by #raployer company for any reason other
than “cause”, “disability” or death or (b) by thikgéble employee for “good reason”. The severanagnpents and benefits to be provided,

subject to the employee’s execution of a releasdairins, are as follows:

(1) Alump sum payment, in cash, of the bonus utigeiPayPal Employee Incentive Plan (the “EIP”} tha eligible employee would
have earned assuming achievement of target indivigerformance, as applicable in respect of ttmafigear in which the
termination occurs, assuming achievement of ogetgoerformance for the year; except, if the emgddy bonus is intended to
constitute performance-based compensation witlémthaning of Section 162(m) of the Code, the bavilide paid based on
actual company performance through the date ofitextion;

(2) A lump sum payment, in cash, equal to the pcbdii(a) the sum of the eligible employee’s baaary (in effect upon the
occurrence of the termination event) and targetibdfor the bonus year in which the separation ¢cmultiplied by(b) an
“applicable multiple” (which in the case of Senldice Presidents who are direct reports to Mr. Sttaul, would be two; for other
Senior Vice Presidents and those Vice Presidersigigated by the Compensation Committee, one; analifother Vice Presidents
and Fellows, 0.5)

(3) A lump sum payment, in cash, of two times thanthly premium payable for health insurance coverfag the eligible employee
and his or her covered dependents over a 24 menihdp(in the case of Senior Vice Presidents wieodinect reports to Mr.
Schulman), 12 month period (in the case of otheid@é/ice Presidents and those Vice Presidentgdatéd by the Compensation
Committee) and six-month period (in the case obtikr Vice Presidents and Fellows); except ifakecutive is employed outside
of the U.S.A., he or she will only receive this pagnt if obligated to pay all or a portion of themiums for such continuing health
insurance coverage, and otherwise will be elig
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for continued medical and dental insurance covefaig24 months (in the case of Senior Vice Predilarmo are direct reports to
Mr. Schulman), 12 months (in the case of other &eviice Presidents and those Vice Presidents datgdrby the Compensation
Committee) and six months (in the case of all otfiee Presidents and Fellows); a

(4) The eligible employee’s unvested time-vestiggiy awards will be treated as fully vested afthé termination occurs during a
performance period with respect to an award ofgardnce-based restricted stock units, such awdrdevdeemed earned
assuming achievement of target performance forquap of determining the number of awards thatheiltreated as becoming
immediately vested; except, if the employee’s awane intended to constitute performance-based ensapion subject to
Section 162(m) of the Code, such awards will renaaitstanding and only be treated as becoming fidted if and to the extent
that they otherwise would have become earned b@sadtual company performance through the endeoéfiplicable performance
period. Settlement of the awards will be throughegithe vesting of common stock under the awaréhdieu thereof, payment in
cash or a combination thereof, at our discretinrgdneral, if cash payment is made in lieu of wgséin award, the value of the
unvested award is determined using the averaganglpsice of our common stock for the 10 conse@utiading days ending on ¢
including the trading day immediately prior to tete of separation or at the end of the performaecded, as applicabl

(5 Any unvested cas“make-gooc” awards previously granted to an eligible employdebe paid in a cash lump sut

In addition, if an eligible employee dies or becsndésabled at any time during the change in comieoiod, his or her unvested equity
awards will also be treated as fully vested anddiled in the same manner as described in iterab@ye assuming achievement of target
performance, as applicable.

The payment of all of the benefits described abeilebe within 90 days following the termination employment, except as noted ab«

Under the CIC Severance Plan, in the event any patgyor benefits constitute “golden parachute paysievithin the meaning of IRC
Section 280G and would be subject to the excisentgosed by IRC Section 4999, such payments orfliemdll be reduced to the maximum
amount that does not result in the imposition @hsexcise tax, but only if such reduction resuitshie officer receiving a higher net-after tax
amount than such officer would have received absectt reduction.

Standard Severance Plan Benefits

The Standard Severance Plan provides eligible grapbwith severance payments and benefits in thiet élwvat an eligible employee’s
employment with us or one of our subsidiariesiaffis or a successor company is terminated wittzautse” by us outside of the “change in
control period” &s defined above). The severance payments anditsguegfable under this plan, as well as the tinhgnd conditions for sut
payments and benefits, are generally the samepas tinder the CIC Severance Plan for, at this timly, Senior Vice Presidents who would
fall into the category of employees receiving aplaable multiple of one, with the following diffences:

. The bonus amount under the EIP will be baseduwrfull year performance and pro-rated basecderperiod of time during the
fiscal year the employee was employed with

. The eligible employee’s unvested time-vestiggisy awards will not be treated as fully vestedt, instead will only be treated as
becoming vested as to any such awards that wowilel ttherwise become earned and vested within thléx12) months
following the date of termination; and, if the témation occurs during a performance period witlpees$ to an award of
performancebased restricted stock units, then such awardsafttmint of which will be as determined as describettm (4) abov
solely for any performance period ending within tivelve (12) months following the date of termioafi will also only be treated
on becoming vested up to the percentage of suchdavtaat would otherwise have become earned andd/@sthin the twelve (12)
months following the date of termination; &
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. if an eligible employee dies or becomes permaneatitigbled, his or her unvested equity awards willy &reated as becoming ves
as to any such awards that would have otherwiserbe@arned and vested within the twenty-four (2ditis following the date of
termination, but otherwise payable in the same raaaa described in item (4) above assuming achientof target performance
as applicable

Definitions

For purposes of the CIC Severance Plan and Staisgarerance Plan, “change in control”, “cause”, ddled”, and (for the CIC
Severance Plan only) “good reason” are each defm#uk respective plans and are generally defasesummarized below:

“change in control” has the same meaning as uidePayPal Holdings, Inc. Equity Award IncentiverPlender which PayPal is then
granting equity awards, as in effect from timeitoet

“cause” is defined as (a) a failure to attemptaodjfaith to substantially perform assigned duti¢ker than failure resulting from death
or incapacity due to physical or mental illnessngpairment, which is not remedied within thirty j3fays after receipt of written notice from
specifying such failure; (b) indictment for, conton of or plea ofholo contenderéo any felony (or any other crime involving frautishonest
or moral turpitude); or (c) commission of an acfralud, embezzlement, misappropriation, willful ooaduct, or breach of fiduciary duty
against the company, except good faith expenseuatdisputes.

“disabled” has the same meaning as under the lemg-tlisability plan under which the eligible empeyis covered as of the date of
termination of employment.

“good reason” means the occurrence of any of thewiting without the written consent of the eligitdenployee (subject to notice and a
cure period): (a) in the case of Senior Vice Presisl and those Vice Presidents designated by thgp@usation Committee: (i) a material
reduction in annual total target compensation (Wlsccomprised of annual base salary rate and &rtemg@t bonus opportunity under PayPal’s
annual incentive plan or applicable successor pléir) a material reduction in reporting relatidryg and/or diminution in scope of
responsibilities; or (iii) a relocation of the peipal workplace location by more than thirty-fiv@s]) miles; and (b) in the case of all other Vice
Presidents and Fellows, (i) a material reductioannual total target compensation (which is conagkrisf annual base salary rate and annual
target bonus opportunity under PayPal’s annualntiee plan or applicable successor plan); or (iigl@cation of the principal workplace
location by more than thirty-five (35) miles.

Clawbacks

The eBay Compensation Committee has adopted a atknyiolicy that covers each officer employed a&a gresident or in a more
senior position, and applies to incentive compeosatvhich includes any cash incentive award, goaitard, or equity-based award paid or
awarded to any covered employee during the peniadhich he or she was designated as a covered geglbor all covered employees, the
occurrence of either of the following events is@m®d: (a) an action or omission by the covered eyga that constituted a material violatior
eBay’s code of business conduct; or (b) an actiarnzission by the covered employee that resultedaterial financial or reputational harm to
eBay. In addition, for covered employees that veenployed as a senior vice president or in a mar®seosition, or a vice president who was
a member of the finance function, the following mvis also covered: a material restatement ofradl portion of eBay’s financial statements
that was the result of a supervisory or other faily the covered employee.

Under the clawback policy, the eBay Compensatiom@dtee has the authority and discretion to deteemvhether an event covered by
the policy had occurred and, depending on the fautiscircumstances, could (but need not) requedtth or partial forfeiture and/or
repayment of any incentive compensation coverethéyolicy that was paid or awarded to a coverepleyee. The forfeiture and/or
repayment could include all or any portion of tbiédwing:

. Any incentive compensation that is greater ttienamount that would have been paid to the coveneployee had the covered
event been knowr
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. Any outstanding or unpaid incentive compensatiometier vested or unvested, that was awarded toothered employee; ar

. Any incentive compensation that was paid toegeived by the covered employee (including ga#adized through the exercise of
stock options) during the twelve (12)-month penwdceding the date on which eBay had actual knayded the covered event or
the full impact of the covered event was knownsweh longer period of time as may be required lyyagoplicable statute or
government regulatiot

Going Forward

PayPal expects that it will initially establish pta agreements and policies regarding clawbackissfbtEOs that will be similar to those
plans, agreements and policies in place at eBaysfoamed executive officers in conformance withegal and regulatory requirements.

FURTHER CONSIDERATIONS FOR SETTING EXECUTIVE COMPEN SATION
Historically
Role of Consultants in Compensation Decisia

Pay Governance LLC served as the independent caatien consultant to the eBay Compensation Comenitt@rovided the eBay
Compensation Committee with advice and resourceelfpthe eBay Compensation Committee assessftutieéness of eBay’s executive
compensation strategy and programs. Pay Govermapoeted directly to the eBay Compensation Commjtad the eBay Compensation
Committee had the sole power to terminate or repRery Governance at any time.

As part of its engagement, the eBay Compensationriitiee had directed Pay Governance to work withyeBSenior Vice President of
Human Resources and other members of managemebtaio information necessary for Pay Governandertm recommendations and
evaluate eBay’s management’'s recommendations teBhg Compensation Committee. Pay Governance a$ovith the eBay Compensation
Committee during its regular meetings, in execusigssion (where no members of management are presech with the eBay Compensation
Committee chair and other members of the Committeside of the Committee’s regular meetings. As paits engagement in 2014, Pay
Governance provided an environmental scan of ekecabmpensation, evaluated eBay’s peer group csitipo, evaluated compensation
levels at the peer group companies, assessed apdsgd equity and cash compensation guidelinesafisus executive job levels, assessed
compensation for eBay’s executive officers, assbsstention for PayPal’'s NEOs, advised on the fraork for eBay’s long-term incentive
awards, evaluated performance-based retentioregieat evaluated clawback policies, and assessagsBoard compensation.

In connection with the Spin-Off, Pay Governance vedained by the eBay Compensation Committee &pegial assignment to form
recommendations as to the compensation structarédrf Schulman as the CEO-designee of PayPal trat senior executives of PayPal. In
connection with this special assignment, Pay Gausra also formed recommendations and evaluatedgear@nt’'s recommendations
regarding the compensation arrangements for thaeiduals expected to serve as PayPal's execuffieers following the Spin-Off, and the
handling of compensation transition for eBay's glaiven an expected Spin-Off date before the ergDdb. Pay Governance’s fees for
consulting advice to the eBay Compensation Comemitie the year ended December 31, 2014 were $588,77Pay Governance did not
provide any other services to eBay.

In addition, Towers Watson & Co. provided compeiasaadvisory services to management to help it iblgvand execute eBay’s overall
compensation programs, including evaluating contipetcompensation levels and programs for PagRadecutive officers and positions be
executive officer, equity compensation, internaglccompensation, and other issues as requestedyyluman Resources.
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Peer Group Considerations

To set total compensation guidelines, the eBay Gorsation Committee reviews market data of compdhgtsare comparable to eBay
and that it believes compete with eBay for exe@utalent, business, and capital. The Committeewevboth specific data from public filings
from eBay peer group companies and general inddstiy for comparable technology companies thainateded in proprietary third-party
surveys. The eBay Compensation Committee belidagsttis necessary to consider this market datadaking compensation decisions to
attract and retain talent. The Committee also reizag that at the executive level, eBay competetafent against larger global companies, as
well as smaller, non-public companies.

In deciding whether a company should be includethénpeer group, the eBay Compensation Committeergély considered the
following screening criteria: revenue, market valistorical growth rates, primary line of busineshether the company had a recognizable
and well-regarded brand, and whether eBay compéthghe company for talent.

For each member of the eBay peer group, one or ofdfe factors listed above was relevant to tlasoa for inclusion in the group, and,
similarly, one or more of these factors may notenbgen relevant to the reason for inclusion ingtioeip.

For 2014, the eBay peer group consisted of thevidllg companies: Adobe Systems Incorporated, Amapom, Inc., American Express
Company, Capital One Financial Corp., Charles Sbh&&o., Inc., Cisco Systems, Inc. Facebook, IGaogle Inc., Intel Corporation, Intuit
Inc., MasterCard Incorporated, Microsoft CorpomtiSymantec Corporation, Visa Inc. and Yahoo! Trecassess whether the eBay peer grou
continues to reflect the markets in which eBay cetap for executive talent, the eBay Compensatianr@ittee reviews the peer group each
year with the assistance of its compensation ctarsulFor 2014, the eBay Compensation Committe@veuh Dell Inc. from the list ¢
companies used in 2013 because it had becomeagdempany and its compensation data was no lgndicly available. For 2015, the
eBay Compensation Committee did not make any clsattgihe peer group (as a foreign registrant, cosgigon data for Alibaba Group
Holding Limited is not available).

Going Forward

Following the separation, the PayPal Compensatmmr@ittee will need to select compensation constdtand other advisors and may
initially (but is not obligated to) choose to uke same consultants and advisors as those uséée kBay Compensation Committee. In
addition, the PayPal peer group will be determibgthe PayPal Compensation Committee. As is the with eBay, it is expected that the
PayPal Compensation Committee will set total corspgan guidelines by reviewing market data of conipathat are comparable to PayPal
and that it believes compete with PayPal for exeeutlent, business, and capital.
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2014 SUMMARY COMPENSATION TABLE

The following table, footnotes, and narrative suningathe total compensation historically awardedetrned by or paid to PayPal’s
named executive officers, or NEOs, for the fisezryended December 31, 2014. Position titles tefeach NEO’s expected title at PayPal
following the Spin-Off.

Non-Equity
Incentive Plar
All Other
Stock Option Compensatior Compensatior
Year Salary Bonus Awards Awards
Name and Principal Position (a (b) ($)(c) ($)(d) ($)(e) $D ($)(9) $)(h) Total ($)(i)
Daniel H. Schulman 201z 204,23: 0 14,508,100 1,330,80: 335,96( 22,308,80 38,687,90
President and Chief Executive
Officer (1)
Patrick L. A. Dupuis 201¢ 520,90: 50,00( 2,777,67 138,93( 330,51« 11,20¢  3,829,22

Senior Vice President,

Interim Chief Financial Office
William J. Ready 201<¢ 302,30¢ 0 30,840,98 0 222.,61: 13,03¢ 31,378,93
Senior Vice President,

Merchant and Next

Generation Commerc¢
James J. Barrese 201<¢ 536,34t 0 6,301,75: 236,17( 302,49¢ 13,08: 7,389,84!
Chief Technology Officer

and Senior Vice President,

Payment Service
Hill Ferguson 201<4 460,90¢ 0 6,301,75: 236,17( 259,95( 11,16¢ 7,269,94!
Senior Vice President,

Consume

(1) Mr. Schulman joined PayPal on September 30, 2

Bonus (Column (d))

The amount reported in the Bonus column for Mr. Gigpepresents the final installment of a suppletaderash bonus provided by eBay
in connection with hiring Mr. Dupuis in 2010.

Stock Awards (Column (e))

The amounts reported in the Stock Awards columnesgmt the aggregate grant date fair value of ¢iB@rbased restricted stock units,
or RSUs, and performance-based restricted stodk,wriPBRSUS, granted to each of our NEOs in 264k ulated in accordance with the
Financial Accounting Standards Board’s Accountitgn8ards Codification Topic 718, Compensation—SBoknpensation (“FASB ASC
Topic 718"). The grant date fair value of RSUsé$eiimined using the fair value of eBay common stutkhe date of grant, and the estimated
fair value of PBRSUs is calculated based on théaite outcome of the performance measures forpghkicable performance period as of the
date on which the PBRSUs are granted for accouptimgoses. This estimated fair value for PBRSUlffsrent from (and lower than) the
maximum value of PBRSUs set forth below.

RSUs: For 2014:

. Mr. Schulman was granted “new hire” RSUs inreection with his joining PayPal as President an@&iesignee in September. He
was also granted a total of 154,544 “Make-Good RSkrds” with an aggregate grant value of $8,214,9@&%ch were intended to
make him whole for those equity awards grantedibydrmer employer that would have otherwise vestilin approximately 16
months from his date of hire and that he forfeltggoining PayPal

. Mr. Ready was granted RSUs by eBay in Janudlyt 2n connection with PayPal’s acquisition of Btege, Inc. (“Braintree”) in
December 201:
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. Mr. Dupuis, Mr. Barrese, and Mr. Ferguson wgrented RSUs in connection with eBsignnual (focal) grant in April; each of th
also received a supplemental retention RSU graAtigust.

PBRSUs: PBRSUs provide an opportunity for certain of ourdé&o receive grants of time-based RSUs if thegperdnce measures for a
specified time period are met. For a descriptiothefperformance measures for the 2014-2015 PBR&ldda, see “Compensation Discussion
and Analysis—Elements of the Executive Compensa@imgram—PBRSU Program” above.

For 2014:

. Mr. Schulman was granted PBRSUs for accountimgoses in connection with his joining PayPal esident and CE@esignee i
September

. Mr. Dupuis, Mr. Barrese, and Mr. Ferguson wgrented PBRSUs for accounting purposes in conneetith eBay’s annual (focal)
grant in April.

. Mr. Ready was not granted any PBRSUs in 2!

Assuming the highest level of performance is adkieander the applicable performance measuresdéa2Qth4-2015 PBRSU awards, the
maximum possible value of the PBRSU awards allattieur NEOs for the 2014-2015 performance peugidg the fair value of eBay
common stock on the date that such awards wergegtdor accounting purposes is (a) for Mr. Schuln$§)124,557; (b) for Mr. Dupuis,
$1,155,993; (c) for Mr. Barrese, $1,965,155; andd¢d Mr. Ferguson, $1,965,155.

The value that our NEOs received in 2014 from thgtimg of their eBay stock awards is reflectechmn2014 Option Exercises and Stock
Vested table below. Additional information on alitstanding stock awards as of December 31, 20feflected in the 2014 Outstanding Eqt
Awards at Fiscal Year-End table below.

Option Awards (Column (f))

The amounts reported in the Option Awards colunpmegent the grant date fair value of eBay stocloamwards granted to each of our
NEOs in 2014, calculated in accordance with FASECA®pic 718. The estimated fair value of each e®atjon award on the date of gre
was calculated by using a modified Black-Scholesoppricing model. The weighted-averages of theiawptions used were: risk-free interest
rate of 1.2%; expected life of 4.1 years; no dimdigield; and expected volatility of 29%. The corgiion of expected volatility was based ¢
combination of historical and market-based impirethtility from traded options on eBay common stothe computation of expected life was
determined based on historical experience of simaileards, giving consideration to the contracteais of the stock-based awards, vesting
schedules, and expectations of future employeevi@hd he interest rate for periods within the gantual life of the award was based on the
U.S. Treasury yield curve in effect at the timegadnt.

For 2014:
. Mr. Schulman was granted options in connection Withappointment as President and (-designee of PayPal in Septemt
. Mr. Dupuis, Mr. Barrese, and Mr. Ferguson were ggdroptions as part of eE’'s annual (focal) grant in Apri

. Mr. Ready was not granted any stock options in 2

The value that our NEOs received in 2014 from tkey@se of their eBay stock options is reflectethia 2014 Option Exercises and
Stock Vested table below. Additional informationahoutstanding option awards as of December 8142s reflected in the 2014 Outstanc
Equity Awards at Fiscal Year-End table below.
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Non-Equity Incentive Plan Compensation (Column (g))

The amounts reported in the Non-Equity IncentivenRCompensation column represent amounts earneddbyof our NEOs under the
eBay annual cash incentive plan for services teagered in 2014. See “Compensation Discussion awadlySis—Elements of the Executive
Compensation Program—Annual Cash Incentive Awaadisive for more information.

All Other Compensation (Column (h))

General

The amounts reported in the All Other Compensat@omn include, for each of our NEOs, the sum of:

a)

b)

c)

d)

e)

f)
g)

the amount of the matching contributions madeBay to eBay’s 401(k) savings plan for the berafiMessrs. Dupuis, Ready,
Barrese, and Ferguson, subject to a maximum o#$0M&pplicable to each participating employee £ including our NEO:

the cost of certain information technology supgervices provided by eBay for computer equipnhecated at the residence of
Mr. Schulman

the dollar value of the premiums paid by eBaydimup life insurance and accidental death ancheiisberment coverage for the
benefit of each of our NEO

the dollar value of the “Make-Good Cash Paynigmtsvided to Mr. Schulman for cash payments andgitggwards to the extent
that Mr. Schulman forfeited or was otherwise reegdito repay them to his former employer as a reduits leaving his former
employer to join PayPal, as described bel

the cost of temporary housing for Mr. Schulmamtie portion of 2014 following the date of hislomencement of employment
with PayPal, and the reimbursement of Mr. Schulfioathe amount of income taxes relating to the terap/ housing and travel-
related benefits provided to him, as describedvie

the cost of PayPal promotional items given to Mti8man, and a tax reimbursement for $117 covdhirgost of the gift; an

the cost of a gift given to Mr. Ready, and a tamirsement for $62 covering the cost of the |

Perquisites are valued at the incremental costafiging such perquisites, net of any reimbursemenbvided by our NEOSs.

Make-Good Cash Payments — Mr. Schulman

The 2014 amount reported for Mr. Schulman inclufi23,178,202 in “Make-Good Cash Payments” intendadake him whole for lost
cash and equity awards to the extent that Mr. $chnls former employer caused him to forfeit or riegg him to repay such amounts as a
result of his leaving his former employer to joiayPal:

a)

b)

c)

d)

$13,620,415 to cover the pre-tax income Mr. 8ubhn was required to repay to his former emplogeefjuity and annual incentive
compensation received within the last two yearsrga his joining PayPal (and a portion of whichsweid directly by eBay to his
former employer)

$3,631,250 to make up for the 2014 annual boppsrtunity that Mr. Schulman forfeited by leavinig former employer to join
PayPal

$1,300,000 representing the portion paid in 2@lich is 50% of the $2,600,000 total amount tghgl to Mr. Schulman) to make
up for the cas-based incentiv*portfolio” awards that Mr. Schulman forfeited by leaving lisyfer employer to join PayPal; a

$3,626,537 to make up for the vested optiortgsriformer employer’'s common stock that Mr. Schuirfafeited by leaving his
former employer to join PayP:
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Relocation Benefit— Mr. Schulman
The 2014 amount reported for Mr. Schulman alsauithes the following amounts to cover certain reliocabenefits as outlined below:

a) $68,112, representing the cost of temporaryihgdsr Mr. Schulman in the San Francisco Bay Af@eahat portion of 2014
following his commencement of employment with tteyPal in September; al

b) $61,118, representing the cost of a tax reingraent for the amount of income taxes relating éotémporary housing and certain
travel benefits provided to hir
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2014 GRANTS OF PLAN-BASED AWARDS

The following table, footnotes, and narrative settf certain information regarding grants of plaaséd awards to each of our NEOSs for
the fiscal year ended December 31, 2014.

All All Other
Other Option
Stock Awards:

Estimated Future Awards: Number of Exercise

Payouts Under Estimated Futurel Number
Non-Equity Incentive Plan Payoqts Under Equity of Securities or Base
Awards Incentive Plan Awards Shares Underlying Price of Grant
Threshold Maximum  Threshold Maximum  of Stock Option Date Fair
Approval Grant Target Target or Units Options  Awards Value
Name (a Date (b) Date (c) ($)(d) ($)(e) ®® (@) (GIW) @) [GII0) @K $1sh(® $)(m)
Daniel H. Schulmal
Options 9/26/201. 10/15/201 — — — — — — — 101,58t 50.2¢ 1,330,80:
RSUs 9/26/201. 10/15/201 — — — — — — 84,65 — — 4,253,16:
RSUs 9/26/201. 10/15/201 — — — — — — 77,95( — — 3,916,20:
RSUs 9/26/201. 10/15/201 — — — — — — 76,59 — — 3,848,08:
elP- company performanc N/A N/A 134,02t 268,05. 536,10t — — — — — — —
elP-individual performanc N/A N/A — 89,35. 178,70:. — — — — — — —
PBRSUs (201-2015 performanc
period) 9/26/201: 10/15/201. — — — 20,31¢ 50,79« 121,90t — — — 2,490,64:
Patrick L. A. Dupuis
Options 1/29/201- 4/1/201- — — — — — — — 10,31«  56.0¢ 138,93
RSUs 1/29/201- 4/1/201- — — — — — — 5,157 — — 288,99¢
RSUs 8/7/201:  8/15/201: — — — — — — 37,51« — — 1,974,73
elP- company performanc N/A N/A 117,200 234,400 468,81 — — — — — — —
elP- individual performanc N/A N/A — 78,13t  156,27: — — — — — — —
PBRSUs (201-2015 performanc
period) 1/29/201- 4/1/201 — — — 3,43t 8,59t 20,62¢ — — — 513,93!
William J. Ready
RSUs 11/21/17  1/15/201- — — — — — — 472,75t — — 25,429,54
RSUs 11/21/17  1/15/201. — — — — — — 100,60: — — 5,411,43
elP- company performanc N/A N/A 75,58: 151,16 302,32 — — — — — — —
elP-individual performanc N/A N/A — 50,38° 100,77« — — — — — — —
James J. Barre:
Options 1/29/201- 4/1/201- — — — — — — — 17,53: 56.0¢ 236,17(
RSUs 1/29/201- 4/1/201 — — — — — — 8,767 — — 491,30:
RSUs 8/7/201:  8/15/201: — — — — — — 93,78¢ — — 4,936,79!
elP- company performanc N/A N/A  120,67¢ 241,35t 482,71: — — — — — — —
elP-individual performanc N/A N/A — 80,45. 160,90: — — — — — — —
PBRSUs (2014-2015 performance
period) 1/29/201- 4/1/201 — — — 5,84t 14,61: 35,06’ — — — 873,66(
Hill Ferguson
Options 1/29/201- 4/1/201- — — — — — — — 17,53! 56.0¢ 236,17(
RSUs 1/29/201- 4/1/201- — — — — — — 8,767 — — 491,30:
RSUs 8/7/201:  8/15/201: — — — — — — 93,78¢ — — 4,936,79!
elP- company performanc N/A N/A  103,70: 207,400 414,81 — — — — — — —
elP-individual performanc N/A N/A — 69,13t 138,27: — — — — — — —
PBRSUs (201-2015 performanc
period) 1/29/201- 4/1/201 — — — 5,84t 14,61: 35,06 — — — 873,66(
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Estimated Future Payouts Under Non-Equity IncentivePlan Awards (Annual Cash Incentive Plan) (Columngd), (e), and (f))

The amounts reported under these columns reldteetpossible awards under the eBay annual cashtiseelan. For further details, see
“Compensation Discussion and Analysis—Elementfiefixecutive Compensation Program—Annual Cash tiveeAwards”above. In 2014
the total annual target incentive amounts undeeBey annual cash incentive plan as a percentagasef salary for the NEOs were: (a) for
Mr. Schulman, 175%; (b) for Mr. Dupuis, 60%; (c) Mdr. Ready, 66.67%; (d) for Mr. Barrese, 60%; &agfor Mr. Ferguson, 60%.

The total 2014 annual target incentive amounts utideeBay annual cash incentive plan for the N&@© allocated 75% to company
(eBay) performance and 25% to individual perforngari¢o funding occurs for the individual performamoeponent of the eBay annual cash
incentive plan unless the minimum thresholds fahi#eX-neutral revenue and non-GAAP net income ag& m 2014, these thresholds were
met.

Actual payouts to our NEOs under the eBay annusth azcentive plan for the fiscal year ended Decer3tie2014 are reflected in the
Non-Equity Incentive Plan Compensation column in thé£2Summary Compensation Table above.

elP - Company Performanc&he amounts shown in the rows entitled “elP —pany performance” reflect estimated payouts for the
fiscal year ended December 31, 2014 under the &cash incentive plan for the portion of the awpayable based on company (eBay)
performance, as follows:

. Threshold:The amounts shown in this column reflect the mimmpayment levels if the minimum FX-neutral reveame non-
GAAP net income thresholds are met, which are 50#eamounts shown under the Target colu

. Target: The amounts shown in this column reflect the tapggiment levels if target n-GAAP net income is me

. Maximum:The amounts shown in this column represent the maixi amounts payable based on company performarieh are
200% of the amounts shown under the Target col

The payout for the achievement of each of the eBlRENPS metrics is independent from the payoutttiempany financial
performance (but will only be paid in a year in alihnthe minimum thresholds for both FX neutral raxeand non-GAAP net income are met).
For 2014, no payout was made for either the eNASRS metric because the respective targets wemnmebiSee “Compensation Discussion
and Analysis—Elements of the Executive Compensa@imgram—Annual Cash Incentive Awards” above.

elP - Individual Performancefhe amounts shown in the rows entitled “elP — iittlial performance” reflect estimated payouts ferfiscal
year ended December 31, 2014 under the annualreestitive plan for the portion of the award payadidsed on individual performance,
follows:

. Threshold:Although there are no thresholds under the anragti ;mcentive plan for individual performance, ¢hisrno payout for
individual performance unless the minimum threshdtit both company-wide FX-neutral revenue and GétAP net income are
met. In addition, in circumstances where compangrfcial performance is above thresholds but bedogets, a modifier is applied
to the individual performance component to redti@e proportion based on the company financial grenfance componer

. Target: The amounts shown in this column reflect 100% eftdrget award for individual performan:

. Maximum:The amounts shown in this column are 200% of theuants shown under the Target colur
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Estimated Future Payouts Under Equity Incentive Pla Awards (PBRSUSs) (Columns (g), (h), and (i))
The amounts shown reflect estimated payouts of RBRS8r the 2014-2015 performance period, as follows

. Threshold:The amounts shown in this column reflect the awdrthee minimum FX-neutral revenue and non-GAAP rapiag
margin dollar thresholds are met and the lowesirmetn invested capital modifier is applied, anel 40% of the amounts shown
under the Target colum

. Target: The amounts shown in this column reflect the awédrtde FX-neutral revenue and non-GAAP operatiraygin dollar
amounts are at target, and the target return agsted capital modifier is applie

. Maximum:The amounts shown in this column reflect the awérttee maximum FX-neutral revenue and non-GAAPrating
margin dollar amounts are met and the maximum meturinvested capital modifier is applied, and 248% of the amounts shown
under the Target colum

For further discussion of the PBRSUs, includingrthiesting schedules, see “Compensation DiscusaignAnalysis—Elements of the
Executive Compensation Program—Equity Incentive Alsa—PBRSU Program” above.

All Other Stock Awards: Number of Shares or Stock Wits (RSUs) (Column (j))
The awards reflect the number of eBay RSUs on thstglate. For 2014:

. Mr. Schulman was granted “new hire” RSUs inreection with his joining PayPal as President an@&€Iesignee in September. |
“new hire” RSU award vests over four years, witB@2&esting annually on each of the first four anrsegies of the date of grant.
He was also granted a total of 154,544 “Make-Go8tJRAwards” with an aggregate grant value of $8,232, which were
intended to make him whole for those equity awamasted by his former employer that would have wtise vested within
approximately 16 months from his date of hire arat he forfeited by joining PayPal. One of Mr. Sohan’s Make-Good RSU
Awards vested 100% on December 24, 2014, and te aiill vest 100% on January 28, 20

. Mr. Dupuis, Mr. Barrese, and Mr. Ferguson wgranted RSUs in connection with eBsignnual (focal) grant in April; those awe
become fully vested after four years, with 25% westinnually on each of the first four anniverssuoé the date of grant. Each of
them also received a supplemental retention RSbit gnaAugust; those awards become fully vested dfftece years, with 33 1/3%
vesting annually on each of the first three ansiages of the date of gral

. Mr. Ready was granted RSUs by eBay in Janu@iyl 2vith an aggregate grant value of $30,320,0@®imection with PayPal’s
acquisition of Braintree in December 2013. His RS\lilsbecome fully vested after four years, with92Westing on the second
anniversary of the date of grant and 3 1/3% vestiogthly thereaftei

All Other Option Awards (Stock Options) (Columns (K and (1))
The awards reflect the number of stock optionshengrant date. For 2014
. Mr. Schulman was granted options in connection Withappointment as President and (-designee of PayPal in Septemt

. Mr. Dupuis, Mr. Barrese, and Mr. Ferguson were ggdroptions as part of eE’'s annual (focal) grant in Apri

“New hire” option grants vest over four years, w26 vesting on the first anniversary of the dditgrant and 1/48th vesting monthly
thereafter. Options granted in connection with éBaynual (focal) grant vest over four years, vilith5% vesting on the sixtonth anniversar
of the date of grant and 1/48th vesting monthlyehéer. The exercise price of options is the dggrice of eBay common stock on the dat
grant.
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Grant Date Fair Value (Column (m))

The fair value of each option and RSU award wasutaied using the fair value of eBay common statkhe date of grant. The
estimated fair value of PBRSUs was calculated basatie probable outcome of the performance mesgarehe 2014-2015 performance
period as of the date on which those PBRSUs wexetgd for accounting purposes. The estimated &irevof each eBay option award on the
date of grant was calculated by using a modifieatBIScholes option pricing model. The weighted-ages of the assumptions used during
2014 were: risk-free interest rate of 1.2%; expedife of 4.1 years; no dividend yield; and expéctelatility of 29%. The computation of
expected volatility was based on a combinationistonical and market-based implied volatility fraraded options on eBay common stock.
The computation of expected life was determinectas historical experience of similar awards, rggvconsideration to the contractual terms
of the stock-based awards, vesting schedules,getttions of future employee behavior. The irgerate for periods within the contractual
life of the award was based on the U.S. Treaswelgdurve in effect at the time of grant.
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2014 OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END

The following table and footnotes set forth certaiiormation regarding outstanding equity awardsefach of our NEOs as of
December 31, 2014.

Option Awards Stock Awards
Equity
Incentive Equity
Plan Incentive
Awards: Plan
Equity Number Awards:
Incentive of Market or
Number of Plan Unearnec Payout
Awards: Value of
Number of ~ Securities Number of Number of Shares, Unearned
Securities  Underlying Market Units or Shares,
Underlying Securities Shares or Value Other Units or
Unexer- Underlying Units of Shares Rights Other
Unexer- cised Option Stock or Units That Rights
cised Options Unexer-  Exercise That Have of Stock Have Not That Have
Options (#) #) cised Option That Have Not
Unexer- Unearned  Price Option Expiration Not Not Vested Stock Vested Vested
Name Exercisable  cisable Options (#) ($) Grant Date Date Vested (#) [E)NEN)] Grant Date (#) [EYNEN)]
Daniel H. Schulmal 0 101,58(4 0 50.2¢ 10/15/201. 10/15/202

84,6510  4,750,95. 10/15/201.
76,5949  4,298,45! 10/15/201.
20,3148 1,140,241

Patrick L. A. Dupuis 314 5,0343) 0  36.5¢ 4/2/201: 4/2/201¢
4,251 5,951 0 5571 4/1/201: 4/1/202(
1,71¢ 8,59 0 56.0¢ 4/1/201+ 4/1/202:

3,774 211,79 4/2/201:

31,501 1,767,78 4/2/201:

3,825 286,26¢ 4/1/201

9,0116) 505,81( 3/1/201¢

5,157 289,41: 4/1/201¢

37,51414)  2,105,28  8/15/201:

3,65€17) 205,17! 3/1/201+

3,438  192,94:

William J. Ready 28,95¢12)  1,625,12: 12/19/201:

96,52112)  5,416,87 12/19/201:

100,60:13) 5,645,841  1/15/201«

472,75(13) 26,531,06 1/15/201«
James J. Barre: 1,89¢ 1,13¢@ 0 32.2¢ 3/1/201: 3/1/201¢
1,031 3,30(® 0  36.5¢ 4/2/201: 4/2/201¢
3,542 4,96(@ 0 5571 4/1/201: 4/1/202(
2,92 14,612 0 56.0¢ 4/1/201+ 4/1/202:

2,275 127,67: 3/1/201:

5,00((20) 280,60( 3/1/201:

6,60((®) 370,39: 4/2/201%

21,75(1)  1,220,61 4/2/201%

8,502 477,13: 4/1/201%

8,761 492,00¢ 4/1/201¢

93,78414)  5263,15  8/15/201«

5,8458)  328,02:

Hill Ferguson 4,33 867(19) 0  28.4¢ 9/9/201: 9/9/201¢
3,13¢ 1,567 0 36.12 4/13/201: 4/13/201!
2,362 3,30¢@ 0 5571 4/1/201: 4/1/202(
2,92 14,6112 0 56.0¢ 4/1/201+ 4/1/202:

65((" 36,47¢ 9/9/201:
5,00(19 280,60( 9/9/201:
2,0248) 113,58 4/2/201%
6,75(11) 378,811 4/2/201%
1,0749 60,27 4/13/201.

21,04419  1,180,98'  9/14/201.

5,661 318,03: 4/1/201%

3,54410) 198,77 4/1/201%

8,761 492,00- 4/1/201«

93,78414)  5263,15;  8/15/201-
5,848  328,02:
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(1)

9)

(10
(11)
(12)

(13)
(14)
(15)

(16)
an

Market Value is calculated based on the closingepof $56.12 of eBay common stock on December @14

Annual option grant. Becomes fully vested afterfgears, with 12.5% vesting on the-month anniversary of the date of grant, and 1/488ting monthly thereafte
Annual option grant. Becomes fully vested afterfpears, with 12.5% vesting on the-month anniversary of April 1st of the year whenngea, and 1/48th vestir
monthly thereafter

New hire option grant. Becomes fully vested afterrfyears, with 25% vesting on the -year anniversary of the date of grant, and 1/48#ting monthly thereafte
Annual RSU grant. Becomes fully vested after foesng, with 25% vesting on each of the first founiaersaries of the date of gra

Annual RSU grant. Becomes fully vested after foeaing, with 25% vesting on each of the first fouriaersaries of April 1st of the year when gran

New hire RSU grant. Becomes fully vested after fgears, with 25% vesting on each of the first fanniversaries of the date of gre

In accordance with the SEC executive compensatgmiadure rules, represents the estimated futueedaaf PBRSUs at the threshold performance leveéuthe 201-
2015 performance period based on company (eBafgrpeance through 2014. PBRSUs are earned basednopany FX-neutral revenue and non-GAAP operatinggna
dollars during the performance period (with thelaagion of a return on invested capital modifiege “Compensation Discussion and Analysis—Elenfritse
Executive Compensati—PBRSU Progra” above for a more detailed discussion of these anamnd the related performance meast

Make-Good RSU Award. Becomes fully vested amuday 28, 2016. See “Compensation Discussion aradyAis—Compensation Decisions for 2014 and Retentio
Agreement—Hiring Dan Schulman as President of PayPal an@E® Following the Sp-Off” for further discussion of this awai

Supplemental RSU grant. Becomes fully vested owmar years, with 25% vesting on each of the firsirfanniversaries of the date of gre

Supplemental RSU grant. Becomes fully vested owar years, with 25% vesting on each of the firstrfanniversaries of April 1st of the year when g¢edr

Assumed Braintree RSU grant. Becomes fully vestethe second anniversary of the closing of P¢'s acquisition of Braintree, Inc., with 66 2/3% wegton the firs:
anniversary of the closing and 33 1/3% vestinghensecond anniversary of the closi

Acquisitior-related RSU grant. Becomes fully vested after f@mars, with 20% vesting on the second anniversfittyeodate of grant, and 3 1/3% vesting monthlyehéer
Supplemental retention RSU grant. Becomes fullyedeafter three years, with 33 1/3% vesting on edi¢he first three anniversaries of the date ahg
Acquisitior-related new hire option grant. Becomes fully vestedhe fourth anniversary of the closing of Pa’s acquisition of Zong SA, with 25% vesting on Augls,
2012, the first anniversary of the closing, andfli4sesting monthly thereafte

PBRSU Award. Earned in connection with 2-2013 performance; 50% vested on March 1, 2014ildemaining 50% vested on March 1, 2(

PBRSU Award. Earned in connection with 2-2014 performance; 50% vested on March 1, 2015tkdemaining 50% vests on March 1, 2C
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2014 OPTION EXERCISES AND STOCK VESTED

The following table and footnotes set forth the bemof shares acquired and the value realized tippeaxercise of eBay stock options
and the vesting of eBay stock awards by each oN&®s for the fiscal year ended December 31, 2014.

Option Awards Stock Awards
Number of Share: Number of
Value Realized ol Shares Acquirec Value
Acquired on Realized on
Name Exercise (#) Exercise ($)(1) on Vesting (#) Vesting ($)(2
Daniel H. Schulman — — 77,95( 4,450,94!
Patrick L. A. Dupuis 118,75. 2,815,18: 44,94 2,556,211
William J. Ready — — 222,00t 12,308,122
James J. Barre: 9,52¢ 208,44: 26,92¢ 1,536,18.
Hill Ferguson — — 24,16¢ 1,295,22

(1) Value realized on exercise of stock optionsased on the fair market value of eBay common sbocthe date of exercise minus the

exercise price and does not necessarily reflectgas actually received by the NE

(2) Value realized on vesting of stock awards selolaon the fair market value of eBay common stacthe vesting date and does not

necessarily reflect proceeds actually receivechbyNEO.
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2014 NONQUALIFIED DEFERRED COMPENSATION

The following table and footnotes sets forth infatian concerning contributions, earnings, and wilaghls/distributions during 2014
under eBay’s nonqualified deferred compensationgfar each of our NEOSs.

Aggregate
Executive Registrant's Earnings Aggregate
Contributions Contributions in Aggregate Balance at Las
Last FY ($) Withdrawals/
Name in Last FY ($) in Last FY ($) 1) Distributions ($) FYE ($)
Daniel H. Schulman — — — — —
Patrick L. A. Dupuis — — — — —
William J. Ready — — — — —
James J. Barrese ( 280,25: — 13,85: — 391,95:

Hill Ferguson — — — — —

(1) None of the earnings in this column are includeth?n2014 Summary Compensation Table because thayoapreferential or abo
market.

(2) Executive contributions during 2014 consistédantributions by Mr. Barrese of a portion of ég base salary for 2013 and 2014 (in
each case, paid in 2014) and (b) annual cash ireemivard earned in 2013 and paid in 2(
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POTENTIAL PAYMENTS UPON TERMINATION OR CHANGE IN CO NTROL

The following table, footnotes, and narrative et our payment obligations pursuant to the corspion arrangements for each of our
NEOs, under the circumstances described belownasguhat their employment was terminated or a gkean control occurred ¢
December 31, 2014.

Involuntary
Voluntary Termination Termination
Termination Other than for Death or
for Cause Change in Disability
Name (%)@ ($)(b) Cause ($)(c) Control ($)(d) ($)(e)
Daniel H. Schulman — — 20,237,85 20,237,85 9,985,29:
Patrick L. A. Dupuis — — 4,976,30 — —
William J. Ready — — 7,041,99 — —

James J. Barre: — — — — _
Hill Ferguson — — — — _

Involuntary Termination Other than for Cause (Column (c))
Severance Arrangements for Involuntary Terminatidther than for Cause for Mr. Schulma

Mr. Schulman entered into an offer letter (the “@atan Offer Letter”) in connection with becomingeBident and CEO-designee of
PayPal in September 2014. Under the terms of thal®an Offer Letter, Mr. Schulman would be entitteadhe following if his employment
was terminated by eBay without “cause” or if hegraed for “good reason” as of December 31, 2014kasdermination date occurred more
than 90 days prior to or more than 24 months falhgva “change in control” (as defined in the eBag.12008 Equity Incentive Award Plan, as
amended and restated, or the eBay Plan):

. a cash payment equal to two times the sum)dhéagreater of annual base salary or $1 milléotd (b) his target bonus amount
(where the target bonus amount equals the grebtendimes annual base salary or the target banusunt) (“Cash Severance
Paymer”);

. a prorated annual cash bonus based on actugdaryy performance and only covering the companfpopaance component for the
fiscal year in which employment is terminat Prorated Cash Incentive Aw¢");

. the unpaid portion of his Ma-Good Cash Payments, which is otherwise scheduledsioon February 15, 2016; a

. a cash payment equal to the value of the uaddsitial Equity Awards and Make-Good RSU Awardére value is determined
using the average closing price of eBay commorksimcthe 10 consecutive trading days ending oniaoldiding the trading day
immediately prior to the termination dat

For discussion of Mr. Schulman’s severance arraegésrin the event of his termination of employmeithout “cause” or resignation
for “good reason” at or following the Spin-Off, s&@mpensation Discussion and Analysis—SeverandeCitange-in-Control Arrangements
with Executive Officers, and Clawbacks—Severanat@hange-in-Control Arrangements for Mr. Schulmahbve.

Severance Arrangements for an Involuntary Terminati Other than for Cause for Mr. Dupui:

In December 2014, eBay modified Mr. Dupuigigust 2014 retention arrangement to provide thatDdipuis would be entitled to certe
cash payments upon his separation date if he resi@mployed by PayPal through an agreed upon ddtmger than 30 days after the date a
new chief financial officer was appointed at PayRkider the terms of the arrangement, if Mr. Dupséparation date occurred on
December 31, 2014 and assuming the foregoing donditvere met, Mr. Dupuis would be entitled to reeghe following.

. his annual cash incentive award for 2014 basedccturmbcompany performance and a 100% payout fomttigidual component
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. a cash payment equal to the sum of (1) his @rmse salary and (2) his bonus amount (wherbdhas amount equals the greater
of 65% of his annual base salary or his target ahcash incentive award); a

. a cash payment equal to the value of any uadesfuity awards that would otherwise have vesiddmthe period ending on April
1, 2016 (where value is determined using the aeecigsing price of eBay common stock for the 10semutive trading days endi
on and including the trading day immediately ptmthe termination date

Severance Arrangements for an Involuntary Terminati Other than for Cause for Mr. Read

In connection with PayPal’s acquisition of Braimtia December 2013, Braintree granted RSU awartitr t&Ready prior to closing in
recognition of his significant contributions to Brixee. Upon the completion of the acquisition, gBas PayPal, Inc.’s parent) assumed the
RSU awards granted by Braintree to Mr. Ready. Utigeterms of those awards, Mr. Ready would beledtto full acceleration of any then-
unvested RSUs if his employment was terminated ftayriBree without “cause” or he resigned with “gogedson” (as defined in his Braintree
RSU agreements). For these purposes, value wasnile¢el using the closing price of eBay common smtbecember 31, 2014.

Change in Control (Column (d))
Severance Arrangements for an Involuntary Terminati in Connection with a Change in Control for Mr.&ulman

Under the terms of the Schulman Offer Letter, Mth@man would be entitled to receive the followihg “change in control” (as defined in
the eBay Plan) occurred as of December 31, 2014@nemployment was terminated by eBay without $&gior he resigned for “good
reason”

. Cash Severance Payme
. Prorated Cash Incentive Awal
. the unpaid portion of his Ma-Good Cash Payments, which is otherwise scheduledsioon February 15, 2016; a

. a cash payment equal to the value of all umekestjuity awards outstanding (where value is deternusing the average closing
price of eBay common stock for the 10 consecutiadihg days ending on and including the trading idayediately prior to the
termination date)

For discussion of Mr. Schulman’s severance arraregésrin the event of his termination of employmeithout “cause” or resignation
for “good reason” in connection with a “change amntrol” following the Spin-Off or where the Spin-Ofas not occurred by the second
anniversary of his start date, see “Compensatiaeuision and Analysis—Severance and Change-in-@drangements with Executive
Officers, and Clawbacks—Severance and Change-itr@dirrangements for Mr. Schulman” above.

Change in Control—Equity Awards

The amounts reported in the Change-in-Control calassume that, in a change-in-control transacti@acquiring entity would assume or
continue outstanding equity awards. If the acqgientity does not assume or continue any outstgretinity awards and all the unvested and
outstanding awards are fully accelerated upon agén control, the aggregate value of acceleragsting of such awards to each of the N
as of December 31, 2014, calculated based on tisengl price of eBay common stock on December 3142@ould be as follows: (a) for

Mr. Schulman, $9,646,744; (b) for Mr. Dupuis, $3,4858; (c) for Mr. Ready, $39,218,901; (d) for Barrese, $8,326,339; and (e) for

Mr. Ferguson, $8,380,554.

The Committee has determined that the Spin-Off moll constitute a Change in Control for purposethe$e protections and therefore these
benefits will not be available solely as a resiilthe execution of the Spin-Off.
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Death or Disability (Column (e))
Severance Arrangements in the Event of Death or &hisgity for Mr. Schulman

Under the terms of the Schulman Offer Letter, if Mchulman’s employment terminates due to his deagiermanent disability, he will
be entitled to receive within 30 days of his teration date a cash payment equal to the value otiamgsted equity awards that would have
otherwise vested within 24 months of his terminatiate.
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THE PAYPAL HOLDINGS, INC. 2015 EQUITY INCENTIVE AWA RD PLAN

Summary of Plan Term:

The following is a summary of the key provisiongloé 2015 Equity Incentive Award Plan (the “201&rP), which was adopted by PayPal on
June 16, 2015 and will be effective as of immedygpeior to the effective time. This summary is tfied in its entirety by reference to the full
text of the 2015 Plan. The PayPal equity-based emsgtion awards into which the eBay equlised compensation awards are converted
the separation (see Treatment of eBay Awards helldyPal Employees) will be issued pursuant t®015 Plan (the “Assumed Awards”).

Administration

The Compensation Committee has the exclusive atytioradminister the 2015 Plan, including the poteedetermine eligibility, the types a
sizes of awards, the price and timing of awards attceleration or waiver of any vesting restrictimmd the authority to delegate such
administrative responsibilities.

The Compensation Committee may delegate to a cdeerof one or more of our directors or one or nudreur officers the authority to grant
or amend awards to participants other than ouns@xiecutives who are subject to Section 16 oBkehange Act or employees who are
“covered employees” within the meaning of Sectié@(in) of the Code. Unless otherwise determinechbyRoard, the Compensation
Committee will consist solely of two or more mentef the Board, each of whom is an “outside dingatgthin the meaning of Section 162
(m) of the Code, a non-employee director, and adeépendent director” under the rules of the Nasalagpal Select Market (or other principal
securities market on which shares of our commockstoe traded).

Eligibility
Employees of PayPal and its subsidiaries and @i, and consultants and non-employee members &aard as determined by the
Compensation Committee are eligible to participatde 2015 Plan.

Limitation on Awards and Shares Availab

The number of shares of common stock authorizedg$mance pursuant to the 2015 Plan is 108,00@@6igh includes the aggregate number
of shares subject to the Assumed Awards). The stliireommon stock covered by the 2015 Plan maydaestry shares, authorized but
unissued shares, or shares purchased in the op&ptma

The 2015 Plan counts awards against the availddferpserve based on ratios tied to the expectie@ wd the award, with full value awards
counting as one 1 share for each share grantedyimhs and stock appreciation rights countin@.4423 shares for each option and stock
appreciation right granted. This 0.4123 ratio egsidab approximately one full value award equalifgB2ptions. “Full value awards” are
defined as awards denominated in shares of our @mstock, other than stock options and stock ajgien rights.

To the extent an award granted under the 2015tBtarinates, expires, or lapses for any reason setited in cash without delivery of share
the participant, any shares subject to that awaayl Ine used again for new grants under the 2015 Plasuant to the terms of the 2015 Plan.
However, any shares that are tendered or withloedatisfy the grant, exercise price, or tax withliveg obligation pursuant to any award may
not be used again for new grants under the 201h Ptathe extent permitted by applicable law or erghange rule, shares issued in the
assumption of, or in the substitution for, any tansling awards of any entity acquired in any fofreambination by us or any of our
subsidiaries or affiliates will not be counted agtishares available for issuance under the 20drs Phe payment of cash dividend equivalent
in conjunction with outstanding awards will notdmunted against the shares available for issuamgeruhe 2015 Plan.
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The maximum number of shares of our common stoakrttay be subject to one or more awards (other Assonmed Awards) granted to any
one participant pursuant to the 2015 Plan duringcatendar year is two million shares, and the maxn amount that may be paid in cash to
“covered employee” during any calendar year wigpeet to any performance bonus award (other thaomed Awards) is $3 million.

Awards

The 2015 Plan provides for the grant of incentieels options, nonqualified stock options, restidcstock, restricted stock units (“RSUs”),
performance-based restricted stock units (“PBRSUstck appreciation rights, performance sharesppeance stock units, dividend
equivalents, stock payments, deferred stock utfitSs”), other stock-based awards, and performdroais awards. No determination has
been made as to the types or amounts of awardwihae granted in the future to specific indivala pursuant to the 2015 Plan.

Stock OptionsStock options, including incentive stock optionglafined under Section 422 of the Code, and noifggeaktock options, may

be granted pursuant to the 2015 Plan. The optiercese price of all stock options granted purstiathe 2015 Plan will not be less than 100%
of the fair market value of our common stock ondh&e of grant. Stock options may be exercisedetrishined by the Compensation
Committee, but in no event may a stock option faterm extending beyond ten years from the datgaoft.

Although we do not currently intend to grant angantive stock options, to preserve maximum flekigithe 2015 Plan allows us to grant
incentive stock options. Incentive stock optionsnged to any person who owns, as of the date ot,gstock possessing more than ten percen
of the total combined voting power of all classésur stock, however, shall have an exercise ghatis not less than 110% of the fair market
value of the common stock on the date of grantraay not have a term extending beyond the fifth eemsiary of the date of grant. The
aggregate fair market value of the shares witheetsip which options intended to be incentive stoptions are exercisable for the first time by
an employee in any calendar year may not exceed, @20, or such other amount as the Code provides.

The Compensation Committee determines the methpdslrh an option holder may pay the exercise poican option and the related taxes,
including, without limitation: (1) cash, (2) shamafscommon stock (including, in the case of paynwdrihe exercise price of an award, share
stock issuable pursuant to the exercise of the@weaving a fair market value on the date of deliveqjual to the aggregate payments require
or (3) other property acceptable to the Compensa&iommittee (including through the delivery of aice that the award holder has placed a
market sell order with a broker with respect torehaf common stock then issuable upon exercisesting of an award, and that the broker
has been directed to pay a sufficient portion efrit proceeds of the sale to us in satisfactidheoggregate payments required; provided th;
payment of such proceeds is then made to us ugtdensent of that sale). However, no participant vidha member of the Board or an
“executive officer’of PayPal within the meaning of Section 13(k) &f Bxchange Act will be permitted to pay the exergsce of an option i
any method which would violate the prohibitionsloans made or arranged by us as set forth in Set8¢k) of the Exchange Act.

Time-Based Restricted Stock UniBSUs may be granted pursuant to the 2015 PlaiR®W award provides for the issuance of commorksto
at a future date subject to continuing employmerget forth in the applicable award agreement.vEsting and maturity dates will be
established at the time of grant and may providéhfe deferral of receipt of the common stock bel/the vesting date. On the maturity date,
we will transfer to the participant one unrestrithully transferable share of common stock forreRSU scheduled to be paid out on such dat
and not previously forfeited (subject to applicatale withholding requirements).

Performanc-Based Restricted Stock UnitBBRSUs may be granted pursuant to the 2015 RIBBRSU award provides for the issuance of
common stock at a future date upon the satisfacti@pecific performance conditions as set fortthimapplicable award agreement. The
vesting and maturity dates will be establishedhattime of grant and may provide for the deferfakceipt of the common stock beyond the
vesting date. On the
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maturity date, we will transfer to the participamie unrestricted, fully transferable share of commstock for each PBRSU scheduled to be
out on such date and not previously forfeited (saijo applicable tax withholding requirements).

Restricted Stoc. Restricted stock may be granted pursuant to @& Plan. A restricted stock award is the grarghaires of common stock ¢
price determined by the Compensation Committeduieg zero), that is nontransferable and may ligesti to substantial risk of forfeiture
until specific conditions are met. Conditions maylased on continuing employment or achieving pevdmce goals. During the period of
restriction, participants holding shares of restdcstock may have full voting and dividend righith respect to such shares. The restrictions
will lapse in accordance with a schedule or otlerditions determined by the Compensation Committee.

Performance Bonus Awar:. Performance bonus awards may be granted pursutirg 2015 Plan. Performance bonus awards arebcesise
payable upon the attainment of pre-establishedpradnce goals based on established performaneg&éind are intended to be performance
based awards within the meaning of Section 162rt)eoCode. The goals are established and evalbgtéte Compensation Committee and
may relate to performance over any periods as mé@ied by the Compensation Committee.

Performanc-Based Awards The following is a brief discussion of the regurents for awards, including performance bonus @syado be
treated as performance-based awards within the imgah Section 162(m) of the Code.

The Compensation Committee may grant awards to@maps who are or may be “covered employees,” asatkin Section 162(m) of the
Code, that are intended to be performance-basediawdthin the meaning of Section 162(m) of the €adorder to preserve the deductibility
of these awards for federal income tax purposedetthe 2015 Plan, these performance-based awagldeneither equity awards or
performance bonus awards. Participants are entitleeceive payment for a performanussed award for any given performance period ar
the extent that pre-established performance gealsysthe Compensation Committee for the periodsatisfied.

These pre-established performance goals are basedeoor more of the following types of performandéeria:
» trading volume, gross merchandise volume, and paaient volumi
e users
* revenue

e operating income, EBITDA, net earnings (eithefore or after interest, taxes, depreciation,andrtization), net income (either
before or after taxes), earnings per share, amirggr using a n-GAAP measuremet

* multiples of pric-to-earnings
» multiples of pric-to-earnings to growtl

* return on net assets, return on gross assésnron equity, return on invested capital, stogke appreciation, and total shareholde
return

e stock price

» cash flow (including, but not limited to, operatiogsh flow and free cash flo
e net margin or operating marg

* economic profit

* employee productivit

e volume
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e customer satisfaction metri
* market shar

* employee engagement/satisfaction mei

Any of the above criteria may be measured with&eso us, or any subsidiary, affiliate, or othasibess unit of ours, either in absolute terms
terms of growth, or as compared to any incrementaéase, as compared to results of a peer gradigitrer in accordance with, or not in
accordance with, GAAP. The Compensation Commitefimes in an objective fashion the manner of caliind) the performance criteria it
selects to use for such awards, and may in itsetisa provide that one or more objectively deterahbile adjustments shall be made to one or
more of the performance criteria. With regard fmasticular performance period, the Compensation @ittae will have the discretion to select
the length of the performance period, the typessfggmance-based awards to be granted, and the thalwill be used to measure the
performance for the period. In determining the aksize of an individual performance-based awarafperformance period, the
Compensation Committee may reduce or eliminaterfbtiincrease) the initial award. Performance-baseards are subject to the annual per-
person limits described above in “Limitation on Ads and Shares Available.” Unless otherwise pravidean award agreement, a participant
will have to be employed by or providing service$ayPal on the date the performance-based awpaidgo be eligible for a performance-
based award for any period.

Prohibition on Repricing

Except for adjustments described below in “Adjusttrferovisions,” the Committee will not, without skdnolder approval, authorize the
amendment of any outstanding award to reduce ttshpige price per share, the replacement or sulstitof any award for an award having a
lesser purchase price per share, or an offer tchaise any previously granted option or stock apgtien right for a payment in cash.

Vesting Limitations on Full Value Awards

Subject to the acceleration of vesting as permittedker the terms of the 2015 Plan or the applicablerd agreement, including upon a change
in control, full value awards (i.e. stock awardiestthan stock options and stock appreciation sigiiat are granted to employees or
consultants will become vested on one or more mgstates over a period of at least three yearsn(dne case of performance-based awards,
performance period of at least one year), excegtttie following awards may be granted without rdda this minimum vesting requirement:
(i) awards that result in the issuance to one arenparticipants of up to 5% of the aggregate nurobshares available under the 2015 Plan;
(ii) awards granted to independent directors in b cash retainers; and (iii) awards granted mig@pants who are subject to laws or
regulations imposing certain requirements or retsbms on the compensation of such participantsh®uinimum vesting requirements do not
apply to the Assumed Awards.

Adjustment Provision:

Certain transactions with our stockholders not inivg our receipt of consideration, such as a s&pilkt, spin-off, stock dividend, or certain
recapitalizations, may affect the share price afammmon stock (which transactions are referrecbtlectively as “equity restructurings”). In
the event that an equity restructuring occursbmpensation Committee will equitably adjust tresslof shares issuable and the maximum
number of shares of our stock subject to the 2048,Rs well as the maximum number of shares tlagtime issued to an employee during any
calendar year, and will equitably adjust outstagdiwards as to the class, number of shares, acel per share of our stock. Other types of
transactions may also affect our common stock, sisci dividend or other distribution, reorganizatimerger, or other changes in corporate
structure. In the event that there is such a tidimsg which is not an equity restructuring, and @ompensation Committee determines that ar
adjustment to the 2015 Plan and any outstandingdswaould be appropriate to prevent any dilution or
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enlargement of benefits under the 2015 Plan, thegémsation Committee will equitably adjust the 2@1#&n as to the class of shares issuable
and the maximum number of shares of our stock stbjethe 2015 Plan, as well as the maximum nurabshares that may be issued to an
employee during any calendar year, and will adjunst outstanding awards as to the class, numbérasés, and price per share of our stock in
such manner as it may deem equitable.

Effect of Certain Corporate Transactior

Outstanding awards do not automatically terminatiaé event of a change in control. A “change intcm” generally means a transaction in
which any person or group acquires more than 50&upf/oting securities, a change in a majorityhaf Board over a two-year period that is
not approved by at least two-thirds of the incuntti®gmard members, a sale or other disposition ofradlubstantially all of our assets, a merger
or consolidation in which we are not the survivoagporation, or a reverse merger in which we agestirviving corporation but the shares of
our stock outstanding immediately preceding thegeeare converted by virtue of the merger into ogiveperty or a liquidation or dissolution
of PayPal. In the event of a change in control, sunyiving corporation or acquiring corporation rmegher assume or continue outstanding
awards or substitute similar awards. If it doesdwto, then with respect to awards held by paditis whose service has not terminated, the
vesting of such awards (and, if applicable, thestdaring which such awards may be exercised) wilhtcelerated in full and all forfeiture
restrictions on such awards shall lapse. The ueesaat portion of all outstanding awards may terit@ngon the change in control.

Amendment and Terminatiol

The Compensation Committee, subject to approvii@Board, may terminate, amend, or modify the 2Btb5 at any time; however,
stockholder approval will be obtained for any anrardt (1) to the extent necessary and desirablertply with any applicable law,
regulation, or stock exchange rule, (2) to increahsenumber of shares available under the 2015 Bamo permit the Compensation
Committee or the Board to grant options with ag@below fair market value on the date of gran{4dtto extend the exercise period for an
option beyond ten years from the date of granaddition, absent stockholder approval, no optioy bmamended to reduce the per share
exercise price of the shares subject to such opedow the per share exercise price as of thettateption was granted and, except to the
extent permitted by the 2015 Plan in connectiomwértain changes in capital structure, no optiay tve granted in exchange for, or in
connection with, the cancellation or surrenderrobption having a higher per share exercise price.

In no event may an award be granted pursuant t8@h6 Plan on or after the tenth anniversary offitsctive date (i.e., the date PayPal’s
stockholders approve the 2015 Plan).

U.S. Federal Income Tax Consequences

The following is a general summary under currem dd the material federal income tax consequenegmtticipants in the 2015 Plan. This
summary deals with the general tax principles épgtly and is provided only for general informati@ertain types of taxes, such as state and
local income taxes, are not discussed. Tax laws@mlex and subject to change and may vary depgradi individual circumstances and
from locality to locality. The summary does notaiss all aspects of income taxation that may levagit to a participant in light of his or her
personal circumstances. This summarized tax infoomas not tax advice.

With respect to nonqualified stock options, we geaerally entitled to deduct and the optionee reizag taxable income in an amount equal t
the excess of the fair market value of the purathabares at the time of exercise over the opti@naése price. A participant receiving incent
stock options will not recognize taxable incomemgoant or at the time of exercise. However, theesz of the fair market value of the
common stock received over the option exerciseegs@n item of tax preference income potentiallyjact to the alternative minimum tax. If
stock acquired upon exercise of an incentive stqutlon is held for a minimum of two years
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from the date of grant and one year from the dae&xercise, the gain or loss (in an amount equ#iéalifference between the fair market v¢
on the date of sale and the exercise price) upspodition of the stock will be treated as a longateapital gain or loss, and we will not be
entitled to any deduction. If the holding periodugements are not met, the incentive stock optidhbe treated as one that does not meet the
requirements of the Code for incentive stock ogtiand in the year of the disposition the partictpsill recognize compensation taxable as
ordinary income in an amount equal to the lessét othe actual gain realized upon the disposifi@n, the sale price minus the exercise price
or (2) the fair market value of the shares on thie df exercise over the exercise price, and wergdn will be entitled to a corresponding
deduction.

The current U.S. federal income tax consequencethef awards authorized under the 2015 Plan giynéshow certain basic patterns: stock
appreciation rights are taxed and deductible irs&uttially the same manner as nonqualified stotloog; nontransferable restricted stock
subject to a substantial risk of forfeiture resinténcome recognition equal to the excess of #lerharket value of the shares over the price
paid, if any, only at the time the restrictionsdagunless the recipient elects to accelerate rétmg as of the date of grant); and RSUs, stock-
based performance awards, dividend equivalentotat types of awards are generally subject tatdke time of payment. Compensation
otherwise effectively deferred is taxed when phiceach of the foregoing cases, we will generadlyéha corresponding deduction at the time
the participant recognizes income, subject to 8ec62(m) of the Code with respect to covered eygas.

Section 162(m) of the Code denies a deduction ygpablicly held corporation for compensation paictertain “covered employees” in a
taxable year to the extent that compensation th sagered employee exceeds $1 million. Certainkimfdcompensation, including qualified
“performance-based compensation,” are disregaralepiufrposes of the deduction limitation. In accoawith U.S. Treasury Regulations
issued under Section 162(m), compensation attfibeita stock awards will generally qualify as penfiance-based compensation if (1) the
award is granted by a compensation committee coetpsslely of two or more “outside directors,” (Bgtplan contains a per-employee
limitation on the number of awards that may be tgdmluring a specified period, (3) the plan is appd by the stockholders, and (4) under th
terms of the award, the amount of compensatiomgriayee could receive is based solely on an inergathe value of the stock after the date
of the grant (which requires that the exercisegpatthe option is not less than the fair markétieaf the stock on the date of grant), and for
awards other than options and stock appreciatgiitsj established performance criteria that mushéebefore the award actually will vest or
be paid.

The 2015 Plan is intended to meet the requirenadrection 162(m) of the Code; however, full vahweards granted under the 2015 Plan will
be treated as qualified performance-based compensaider Section 162(m) only if the full value adsand the procedures associated with
them comply with all other requirements of Sectl@&2(m) of the Code. It is possible that compensadittributable to awards under the 2015
Plan, including the Assumed Awards, when combingh all other types of compensation received bpweeced employee from us, may cause
this limitation to be exceeded in any particulaary&Ve cannot assure you that compensation atitbeito options, full value awards and the
Assumed Awards issued under the 2015 Plan wiltdmted as qualified performance-based compensatider Section 162(m) of the Code
and thus be deductible to us.

The tax consequences for equity awards outsideeof)tS. may differ from the U.S. federal income ¢arsequences described above.
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PAYPAL EMPLOYEE INCENTIVE PLAN

Summary of Plan Term:

The following is a summary of the key provisionglué PayPal Employee Incentive Plan (the “Incenfllan”) which was adopted by PayPal
on June 16, 2015 and will be effective as of imratady prior to the effective time. This summaryisalified in its entirety by reference to the
full text of the Incentive Plan.

PayPal employees who were eligible to participatiné eBay Incentive Plan immediately prior to éffiective time will be eligible to
participate in the Incentive Plan as of the effextime in accordance with the employee matterseagent. Under the employee matters
agreement, PayPal will assume all obligations wepect to incentive awards for performance petibdsare pending at the time of the
separation, with changes, if any, to the perforreagmals that were applicable to the incentive awardler the eBay Incentive Plan as may be
necessary in order to reflect the PayPal businésisthe separation.

Administration

The Compensation Committee is responsible for aidteiring the Incentive Plan. The members of the emsation Committee (or the sub-
committee selected to administer the Incentive Riaust qualify as “outside directors” under Secti@?(m) of the Code in order for incentive
awards to “covered employees” to qualify as dedetiperformance-based compensation” under the Chidle Compensation Committee has
complete and absolute authority to make decisieganding the administration of the Incentive Plaoluding interpreting the terms and
provisions, and establishing, adjusting, or payirggntive awards. Under the Incentive Plan, noigpeint may receive an award of more than
$8,000,000 (or the equivalent amount of equityelasn fair market value on the date of grant) iy ealendar year.

Eligibility

All active regular full-time and part-time employeef PayPal after the effective time who are nedifby us are eligible to participate in the
Incentive Plan. Employees who participate in ottimus programs, such as any sales incentive plamaa eligible to participate in the
Incentive Plan unless they are specifically madgldé in writing by one of our executive officells. addition, we may, in our sole discretion,
provide for a payout under the Incentive Plan foy amployee who has changed positions and, asil, nesy have been eligible to participate
in the Incentive Plan and another bonus prograrmdur given performance period. The Incentive Rlamtains special provisions for
designating additional eligible employees (e.gw h@es) for participation in the Incentive Plan.dddition, in connection with the separation
and pursuant to the terms of the employee mattgeement, each employee of PayPal who was patiiogpiz the eBay Incentive Plan as of
the effective date of the Incentive Plan shall ligitde to participate in the Incentive Plan of hueffective date.

Performance

Under the Incentive Plan, the Compensation Comeittill determine the performance period for measyectual performance. The
Compensation Committee will establish for eachqrenfince period (1) the performance measures basbdsiness criteria and target level
performance; and (2) a formula for calculating gipgant's award based on actual performance coetpt the pre-established performance
goals.

Performance measures are based on one or more fmilwing types of performance criteria:
» trading volume, gross merchandise volume, and paament volumi
e users

. revenue
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» operating income, EBITDA, net earnings (eithefore or after interest, taxes, depreciation,andrtization), net income (either
before or after taxes), earnings per share, amirggr using a n-GAAP measuremet
* multiples of pric-to-earnings
e multiples of pric-to-earnings to growtl

e return on net assets, return on gross assétsnron equity, return on invested capital, stpigke appreciation, and total shareholde
return

» cash flow criteria (including operating cash flondaree cash flow

* net margin or operating marg

* economic profi

* employee productivit

* customer satisfaction metri

* market shar

* employee engagement/satisfaction mel

* volume
Any of the above criteria may be measured witheespp us, or any subsidiary, affiliate or othesibess unit of ours, either in absolute terms,
terms of growth or as compared to any incrementakiase, as compared to results of a peer groupitivedt in accordance with, or not in

accordance with, generally accepted accountingipiies, or GAAP. The Compensation Committee definean objective fashion the manner
of calculating the performance criteria it selgotsise for such awards.

The Compensation Committee may set performancedsesnd performance goals that differ from paréinipgo participant. This may include
designating performance goals on either companyg-wicbusiness unit performance, as appropriata farticipant’s specific responsibilities.

Committee Certification and Determination of Inceine Awards

As soon as practicable after the end of each pednce period, the Compensation Committee will fyeii writing (which may include
minutes of a compensation committee meeting) whetteestated performance goals have been met dhdetérmine the amount of the
incentive award to be paid to each Incentive PEmtigipant. The Compensation Committee may decr@agecannot increase) an incentive
award paid to a covered employee. In determiniagdimount, the Compensation Committee will considerestablished target bonuses, the
degree to which the established standards wersisdtand any other objective or subjective factbdeems appropriate and may reduce the
amount of, or eliminate altogether, any incentiweua that would otherwise be payable.

Payment of Incentive Award

Following the Compensation Committee’s determimatbincentive awards to be paid, those incentivards will generally be paid in cash
(subject to any election made by an eligible emgéoto defer all or a portion of the incentive awérgermitted to do so) or equity pursuant to
a PayPal equity-based award plan under which sexuhiave been registered on Form S-8 Registr&iatement.

Awards Subject to Clawbac

Any incentive awards paid under the Incentive Rlemsubject to forfeiture, recovery, or other attiy PayPal as necessary for compliance
with any company policy or as required by law.
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Amendment and Terminatiol

The Compensation Committee may amend or termihaténcentive Plan at any time and for any readaappropriate to maintain the
Incentive Plan’s qualification under Section 162@hjhe Code, material amendments of the IncerRiaa will be conditioned on stockholder
approval.

Section 162(m) Consideratior

The Incentive Plan is intended to meet the requergmof Section 162(m) of the Code; however, jitdssible that compensation attributable to
awards under the Incentive Plan, including awaodpérformance periods that are pending at the ¢ifike separation, when combined with
all other types of compensation received by a ave@mployee from us, may cause the $1 million désludimitation for certain compensati
that is not “performance-based compensatiamier Section 162(m) of the Code to be exceedadyrparticular year. Consequently, we car
assure that compensation attributable to awardedsgnder the Incentive Plan will be treated adifipéperformance-based compensation
under Section 162(m) of the Code and thus be dixdieitd us.
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTION S

Agreements with eBay

Following the separation and distribution, PayRal aBay will operate separately, each as an indkp#mpublic company. PayPal has
entered into a separation and distribution agre¢mih eBay, which is referred to in this infornti statement as the “separation agreement’
or the “separation and distribution agreement.&dnnection with the separation, PayPal will alseeemto various other agreements to effect
the separation and provide a framework for itsti@feship with eBay after the separation, such agmerating agreement, a transition services
agreement, a tax matters agreement, an employeersagjreement, an intellectual property matterseagent, colocation services agreeme
a data sharing addendum and a product developrgezgraent. These agreements will provide for thecation between PayPal and eBay of
eBay'’s assets, employees, liabilities and obligetifncluding its investments, property and empéolgenefits and tax liabilities) attributable to
periods prior to, at and after PayPal’'s separédtimm eBay and will govern certain relationshipsvizetn PayPal and eBay after the separation
The material agreements listed above, or formsic agreements, will be filed as exhibits to thgigeation statement on Form 10 of which
this information statement is a part.

The summaries of each of the agreements listedeadavqualified in their entireties by referencéhm full text of the applicable
agreements, which are incorporated by referencetlig information statement. When used in thigisec“distribution date” refers to the date
on which eBay distributes PayPal's common stodkiéoholders of eBay common stock.

Separation Agreement
Transfer of Assets and Assumption of Liabilities

The separation and distribution agreement will ilgthe assets to be transferred, the liabilite®e assumed and the contracts to be
assigned to each of PayPal and eBay as part skfperation of eBay into two companies, and it gesifor when and how these transfers,
assumptions and assignments will occur. In padiguhe separation and distribution agreementprillvide, among other things, that subjec
the terms and conditions contained therein:

» Certain assets related to the PayPal businesshwahicreferred to as tI*PayPal Asset” will be transferred to PayPal, includir
. equity interests in PayPal, Inc. and its subsidg&nivhich hold assets relating to the PayPal bssj
. certain office facilities located in San Jose, foatiia and other location
. contracts (or portions thereof) that relate toRlagPal busines

. information, technology, software, intellectpabperty (including patents) and information rethto the PayPal Assets, the
PayPal Liabilities, or the PayPal busine

. rights and assets expressly allocated to Pgyi®aliant to the terms of the separation and bligtdn agreement or certain
other agreements entered into in connection withstiparatior

. permits that primarily relate to the PayPal bussn
. any other assets exclusively related to the Payishess; an

. other assets that are included in the PayRalquma balance sheet included in the unauditedgroa condensed combined
financial statements of PayPal, which appear irstaion entitled “Unaudited Pro Forma Condenseai@oed Financial
Statement”
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» Certain liabilities related to the PayPal besior the PayPal Assets, which are referred tioed$ayPal Liabilities,” will be
retained by or transferred to PayPal, includ

. certain litigation matters that relate to the Payginess
. 50% of certain contingent liabilities that will legually divided between PayPal and eE

. liabilities and obligations expressly allocated®ayPal pursuant to the terms of the separatidndistribution agreement or
certain other agreements entered into in conneetitinthe separation; ar

. other liabilities that are included in the Palypro forma balance sheet included in the unaddite forma condensed
combined financial statements of PayPal, which appethe section entitled “Unaudited Pro Forma @orsed Combined
Financial Statemen”

» All of the assets and liabilities (including ether accrued, contingent, or otherwise) other tharPayPal Assets and PayPal
Liabilities (all such assets and liabilities, otliean the PayPal Assets and the PayPal Liabilitedsrred to as the eBay Assets and
eBay Liabilities, respectively), will be retained br transferred to eBay. This will include any aidproceeds received as a result
of the sale, initial public offering, or other dasption of all or a portion of the eBay Enterprimesiness and any liabilities relating
arising out of, or resulting from any such traniact

Except as expressly set forth in the separationdéstdbution agreement or any ancillary agreemeeither eBay nor PayPal will make
any representation or warranty as to the assesindms or liabilities transferred or assumed asgidhe separation, as to any approvals or
notifications required in connection with the tréams, as to the value of or the freedom from amysty interests of any of the assets
transferred, as to the absence or presence ofedapsks or right of setoff or freedom from courténs with respect to any claim or other asse
of either PayPal or eBay, or as to the legal sigfficy of any assignment, document or instrumentveied to convey title to any asset or thing
of value to be transferred in connection with tepagation. All assets will be transferred on anisds‘where is” basis and, subject to the
provisions of the separation and distribution agreet described under “Further Assurances” beloe/yéispective transferees will bear the
economic and legal risks that any conveyance wal/@ to be insufficient to vest in the transfereedjand marketable title, free and clear o
security interests, and that any necessary consegvernmental approvals are not obtained orahgtrequirements of laws, agreements,
security interests, or judgments are not compliét.w

Information in this information statement with respto the assets and liabilities of the partidiefang the distribution is presented
based on the allocation of such assets and ligsilgursuant to the separation and distributioeemgent, unless the context otherwise requires
The separation and distribution agreement will mevhat, in the event that the transfer or assigmtrof certain assets and liabilities to PayPa
or eBay, as applicable, does not occur prior testiaration, then until such assets or liabildiesable to be transferred or assigned, PayPal ¢
eBay, as applicable, will hold such assets on lhetmal for the benefit of the other party and walyp perform, and discharge such liabilities, fol
which the other party will reimburse PayPal or eBag/applicable, for all commercially reasonablgnpants made in connection with the
performance and discharge of such liabilities.

The Distribution

The separation and distribution agreement will glseern the rights and obligations of the parteggarding the distribution following the
completion of the separation. On the distributiated eBay will distribute to its stockholders thatd eBay common stock as of the record dat
for the distribution all of the issued and outsiagdshares of PayPal’'s common stock on a pro raé&sbStockholders will receive cash in lieu
of any fractional shares.

Conditions to the Distribution

The separation and distribution agreement will tevhat the distribution is subject to satisfact{or waiver by eBay) of certain
conditions described under “The Separation andibigion—Conditions to the
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Distribution.” eBay has the sole and absolute @ison to determine (and change) the terms of, amtbtermine whether to proceed with, the
distribution and, to the extent it determines tgeaceed, to determine the record date for theilbligion, the distribution date and the
distribution ratio. eBay may delay or rescind iezlkdration of the distribution even after the relcdate for the distribution, as discussed in r
detail under “Risk Factors—Risks Related to thea®ajion—The distribution of PayPal common stock rhaydelayed or rescinded if certain
required regulatory approvals are not obtained.”

Settlement of Accounts Between PayPal and eBay

The separation and distribution agreement will mtethat all intercompany receivables and payadet® which there are no third par
and that are between PayPal or a PayPal subsidiathe one hand, and eBay or an eBay subsidiartheother hand, other than accounts
related to the agreements to be entered into inexdion with the separation and post-separatioeeagents between eBay and PayPal and
other than any accrued liabilities incurred in oaction with providing the services that will be manmalized by the operating agreement, in
each case existing as of immediately prior to tramletion of the separation, will be settled, calpied, cancelled, assigned, or assumed by
PayPal or one or more PayPal subsidiaries.

Cash Amounts

The separation and distribution agreement will ewhat prior to the distribution date, eBay wilinsfer, or cause its subsidiaries to
transfer, an aggregate amount of $3.8 billion shd® PayPal (including through one or more capialributions).

Claims

In general, each party to the separation and biigtdn agreement will assume liability for all pémgl threatened and unasserted legal
matters related to its own business or its assuwneetained liabilities and will indemnify the othgarty for any liability to the extent arising
out of or resulting from such assumed or retaiegal matters.

Releases

In general, each party to the separation and bligtdn agreement will assume liability for all pémgl threatened and unasserted legal
matters related to its own business or its asswmneetained liabilities and will indemnify the othgarty for any liability to the extent arising
out of or resulting from such assumed or retaiegall matters.

Indemnification

In the separation and distribution agreement, Payfaagree to indemnify, defend and hold harmle8sy, each of its affiliates and e:
of their respective directors, officers and empks;drom and against all liabilities relating tasang out of or resulting from:

» the PayPal Liabilities

» the failure of PayPal or any other person to payfigom or otherwise promptly discharge any of thgfal Liabilities, in accordan
with their respective terms, whether prior to, aafter the distribution

» specified litigation matters that relate to the Palybusiness, and fifty percent (50%) of certa@rsti contingent liabilities
e any breach by PayPal of the separation and disimitbagreement or certain of the ancillary agrees

* except to the extent relating to an eBay Lighiany guarantee, indemnification or contributmisligation for the benefit of PayPal
by eBay that survives the distribution; &
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* any untrue statement or alleged untrue statenresmission or alleged omission of material fiacthe registration statement of
which this information statement forms a part,rothis information statement (as amended or supgiéead), other than any such
statements or omissions made explicitly in € s name

eBay agrees to indemnify, defend and hold harnbfeg®al, each of its affiliates and each of itseespe directors, officers and
employees from and against all liabilities relattogarising out of or resulting from:

» the eBay Liabilities

» the failure of eBay or any other person to gmerform, or otherwise promptly discharge any ef&Bay Liabilities, in accordance
with their respective terms whether prior to, atafter the distribution

» specified litigation matters that relate to the gBasiness, and fifty percent (50%) of certain sdatontingent liabilities
» any breach by eBay of the separation and distobuaigreement or certain of the ancillary agreem

» except to the extent relating to a PayPal liighiany guarantee, indemnification or contributiobligation for the benefit of eBay
by PayPal that survives the distribution;

e any untrue statement or alleged untrue stateoresmission or alleged omission of a materiat faade explicitly in eBayg name il
the registration statement of which this informatstatement forms a part, or in this informaticatestnent (as amended or
supplemented

The separation and distribution agreement will &stablish procedures with respect to claims stibjeéoademnification and related
matters.

Insurance

The separation and distribution agreement will tevor the allocation between the parties of $gdmid obligations under existing
insurance policies with respect to occurrences poithe distribution and sets forth procedureslieradministration of insured claims.

Further Assurances

In addition to the actions specifically provided fo the separation and distribution agreementepias otherwise set forth therein or in
any ancillary agreement, both PayPal and eBayagilee in the separation and distribution agreemoemse reasonable best efforts, prior to, or
and after the distribution date, to take, or caodee taken, all actions, and to do, or cause tdne, all things necessary, proper or advisable
under applicable laws, regulations and agreemernterisummate and make effective the transactiom&eplated by the separation and
distribution agreement and the ancillary agreements

Dispute Resolution

The separation and distribution agreement will aomprovisions that govern, except as otherwiseigeal in any ancillary agreement,
resolution of disputes, controversies or claims thay arise between PayPal and eBay related tsebaration or distribution. These provisions
will contemplate that efforts will generally be neab resolve disputes, controversies and claimssiglation of the matter to executives of
PayPal and eBay, then to a committee comprisedeaxfudives and directors of PayPal and eBay andtthaeon-binding mediation before
PayPal or eBay may initiate adversarial proceedings

Expenses

Except as expressly set forth in the separationdéstdbution agreement or in any ancillary agreetnall costs and expenses incurred in
connection with the separation and distributioruined prior to the distribution date, including toand expenses relating to legal and tax
counsel, financial advisors and accounting advisamik related to the separation and distributiofl, lve paid by the party incurring such cost
and expense.
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Other Matters

Other matters that will be governed by the sepamadind distribution agreement include access amfiral and other information,
confidentiality, access to and provision of recardd treatment of outstanding guarantees and sioréait support.

Termination

The separation and distribution agreement will fethat it may be terminated, and the separatiohdistribution may be modified or
abandoned, at any time prior to the distributioteda the sole discretion of eBay without the appt@f any person, including PayPal's or
eBay stockholders. In the event of a terminatiothefseparation and distribution agreement, ng/padr any of its directors, officers, or
employees, will have any liability of any kind teetother party or any other person. After the itistion date, the separation and distribution
agreement may not be terminated except by an agrgeémwriting signed by both PayPal and eBay.

Operating Agreement

PayPal and eBay will enter into an operating agexdrthat governs certain aspects of the relatipnséiween the parties following the
separation and distribution, including certain termmd conditions relating to PayPal’'s provisiopayment processing and credit services, an
other related services, to customers on eBay.cahotrer core eBay Marketplaces properties (inclyaimbile applications). The agreement
will not address PayPal’s provision of servicestigh eBays other properties existing at the effective tirhéhe distribution, such as StubH
eBay Enterprise, Magento, Classifieds, Shopping,&@market, or Half.com, and except in certain ainstances, will not cover properties
acquired or created by eBay after the effectiveetofithe distribution. The operating agreement bélinon-exclusive and will not prevent eBay
from contracting with third parties for the prowsiof comparable or unrelated services.

Pricing for eBay Merchants

The operating agreement will require PayPal toraasonable best efforts to offer comparable eBaygimamts (determined on an
aggregate or average basis) pricing for PayPayspat processing services comparable to the prieagPal offers to non-eBay merchants fo
comparable services. Characteristics used to dateroomparability may include some or all of: thx wf PayPal product(s) used by the
customer, the geographic market in which the custamlocated, the customer’s industry, the natdthe customer’s business, the total
volume of transactions (by PayPal product), theaye size of the customer’s transactions, and vengiticing for the PayPal product used by
the merchant is variable or fixed. It is expecteat the PayPal rates for eBay merchants will tloeesfemain largely consistent with today’s
pricing relationship. On an annual basis, the pantill retain a third party independent auditocemduct a market check on a jurisdiction-by-
jurisdiction basis to ensure that eBay mercharggegeiving pricing as required under the agreentietite market check determines tl
pricing for eBay merchants in a jurisdiction is g than what is specified in the operating agregnteen PayPal will be required to adjust its
pricing for the remainder of the term of the agreatmand eBay and PayPal will cooperate in godtl fai mutually agree on a remedy (such a
a refund or discount) for any affected eBay merthan

In addition, in certain jurisdictions and subjexicertain exceptions, the agreement imposes certdigations if PayPal offers to non-
eBay merchants who use or access PayPal's sethimeggh websites or applications (including mobdpgrated by certain competitive
platform operators of eBay (as specified in therafpeg agreement) (a) overall economic terms that@ore favorable than the terms currently
offered to eBay merchants in the same jurisdiatiofb) any non-economic term that is not offereéBay merchants in the same jurisdiction,
except for any such non-economic term that is esceduto that competitive platform operator. In eitlof these circumstances, PayPal will be
required to offer the applicable economic or noareenic term, together with the relevant terms amti@tions, to eBay for the benefit of the
eBay merchants in that jurisdiction,
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and eBay will have an opportunity to accept thesms. If eBay accepts the terms offered by PayBay and the eBay merchants will be
entitled to the benefit of such terms so long aayelso complies with the related conditions (othan certain specified conditions with which
eBay or eBay merchants are not reasonably capébtplying).

Referral Services Fees and Usage Payments

During the term of the operating agreement, Payitbinake certain payments to eBay based on certarral services by eBay that
have benefitted PayPal in the past and that thgaaias intend to continue following the separatiad distribution. Subject to the Penetration
Rate (as defined below) remaining above 60% ab#ggnning of each quarter, PayPal will pay a refleservices fee to eBay (calculated
quarterly and paid annually) in an amount to beieel in the operating agreement. It is anticiplatgat the number of new PayPal users who
are introduced through the eBay platform will remednsistent with current experience. If the nunmdferew users introduced to PayPal in this
manner increases or decreases from the expecidiratparties will adjust the referral servicesdecordingly. In addition, PayPal will mak
payment (calculated quarterly and paid annually@Bay based on the use of PayPal Credit by eBasucoers and merchants on eBay
properties equal to 0.30% of the Net TPV attriblgab such transactions.

PayPal and/or eBay will also make certain paymenéach other based on the usage of PayPal’'s paweeiices by eBay consumers
and merchants on the core eBay Marketplaces phatfthese payments are intended to provide an iiveettt eBay to support the continued
use of PayPal as a payment service on the core lMBe§etplaces platform (referred to as the “PenietnaRate”)at current levels and to rew:
eBay if the Penetration Rate increases. The Peioetidate will generally be calculated as the porof eBay's Core GMV processed by
PayPal but will exclude off platform propertieshigdes and real estate transactions worldwide, dbtim&ade in China and Latin America and
transactions in which the seller’'s eBay accounafion is in Russia or India.

The agreement will provide for a baseline Penemaate of 80% (the “Baseline Rate”), which is apgmately equal to the current
Penetration Rate prior to the separation and Higion. The Baseline Rate will be adjusted annuallgiccount for the impact of foreign
currency exchange rates. The payments will be ohitted as follows:

. For each percentage point that the Penetr&aia exceeds the Baseline Rate, PayPal will mgles/ment to eBay at an annualized
rate of $13 million. The payment amount will beetetined on a quarterly basis by multiplying (a) #meount by which the
Penetration Rate exceeds the Baseline Rate fayudeer, rounded to the nearest hundredth, by3@5million.

. If the Penetration Rate falls below the BaseRate by an amount up to 5 percent, eBay will neagayment to PayPal at an
annualized rate of $13 million per percentage po@diine. The payment amount will be determineé quarterly basis by
multiplying (y) the amount by which the PenetratRate falls below Baseline Rate for the quartarnded to the nearest hundre:
by (z) $3.25 million

. If the Penetration Rate falls below the BaseRate by an amount in excess of 5 percent, eBlhymake a payment to PayPal at an
annualized rate of $13 million per percentage pfainthe first 5 percentage points below the BageRate, and an additional $50
million, at an annualized rate, per percentagetfdodunded to the nearest hundredth of a percengdch additional percentage
point. The payment amount will be determined omiartgrly basis according to the following formu$d:6.25 million plus ((a)
$12.5 million times (b) (the Baseline Rate minus éfBay Penetration Rate minus 5%, rounded to theesehundredth of a
percentage point

The payments described above will be made annballed on the sum of the calculated quarterly ansoiiie agreement also provides that,
for those PayPal products made available on thg eBdform, in the event that PayPal's TPV for amsérs other than eBay falls below
established minimum thresholds, eBay would no lohgeobligated to make any payments in respedt@Penetration Rates to PayPal.
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Merchant of Record

Subject to certain exceptions, the operating ageeemill also provide that for the term of the ogigng agreement (but not the tail period
described below), eBay will not declare itself fas $ingle merchant of record for transactions &fithrough any service or offering available
on the core eBay Marketplaces properties unlesP&ay acquired by certain specified competitorsBdy. For purposes of the agreement, th
term “Merchant of Record” generally means the grtiat PayPal holds financially liable for all fahd partial returns as well as any
chargebacks initiated by the customer. In the etrattPayPal is acquired by certain specified cditgws of eBay, eBay may elect to become «
merchant of record by giving written notice to PalyRithin 90 days of the consummation of such agitjon, and such election would become
effective on a date specified by eBay that is betw¥s and 21 months after the consummation of aoghisition.

Non-Compete

Subject to certain exceptions, eBay and its coetldffiliates will be prohibited from directly andirectly engaging in the business of
marketing, distributing, promoting or selling it&o proprietary payment solutions for use on the@Bay Marketplaces properties or on
properties operated by third parties in most geagajurisdictions in which eBay Marketplaces opesaand PayPal and its controlled
affiliates will be prohibited from directly or indgictly engaging in the business of marketing, iistmg, promoting or selling its own
proprietary marketplace offering for the sale ofgibal goods. These restrictions will continuetfor term of the operating agreement but will
not continue during the tail period described below

Product Development

The operating agreement will provide for eBay aagifal to enter into a product development agreethantequires eBay and PayPe
mutually discuss in good faith and agree on a prbdavelopment plan for optimizing the PayPal eigrere on the core eBay Marketplaces
properties and to invest development resourcethier gtrategic initiatives related to the provisadrpayment processing and credit services b
PayPal. PayPal and eBay will agree in the prodecelbpment agreement to commit certain resourceéslanelopment staff to the projects
included in the product development plan.

Data Sharing

The operating agreement will also provide for eBagl PayPal to enter into a data sharing addendusuaot to which eBay and its
subsidiaries, on the one hand, and PayPal andlitsdiaries, on the other hand, will share infoiiorafor risk, trust and fraud modeling and
customer service operations in a manner consigtiémicurrent usage and in conformance with legal mgulatory requirements. Neither party
will be permitted to use such data for any purpgmseond the scope of the agreement without entémioga separate, arms-length commercial
arrangement that is in compliance with legal amil@ory requirements.

In the event that PayPal is acquired by certaigifipd competitors of eBay, eBay may elect to teraté all or any portion of the data
sharing addendum by giving written notice to Payitiin 90 days of the consummation of such actjoisj and such election would become
effective on a date specified by eBay. In additamg regardless of whether eBay terminates thestiatiang addendum, the operating
agreement will restrict the specified competit@ttbonsummates the acquisition and its subsidiandsaffiliates (other than PayPal and its
subsidiaries) from using eBay user data for anpse.

Term; Termination

The operating agreement will have an initial terfd gears following the distribution date and vii# renewable by mutual agreement fol
successive 1-year terms. At the expiration of therating agreement, there will be a 1-year tailqeeduring which the provisions of the
agreement will continue to apply, except for eBapbtigation to make payments in respect of the Ratien Rate, the restriction on eBay’s
ability to declare
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itself a merchant of record, the non-compete regiris applicable to eBay and PayPal and the garéspective obligations under the product
development agreement. During the 1-year tail jgegiod for up to 1-year after the termination of digegeement for a material breach, the
parties will use reasonable best efforts to codperagood faith to transition off of the serviga®vided under the agreement, with such
cooperation reimbursed by the other party at ¢asting the term of the operating agreement, bottigsacan mutually decide to amend the
agreement as appropriate. In addition, either paittpe able to terminate for certain uncured miatedbreaches so long as the parties have firs
gone through the dispute resolution procedurefostt below.

Dispute Resolution; Governance

The operating agreement will require the partiegetoerally follow the dispute resolution provisiaret forth in the separation and
distribution agreement. The operating agreementalgb provide for regular review of the effectiess of the parties’ performance under the
operating agreement and the product developmeaeawgnt, the costs and benefits of the operatinepagent and the product development
agreement and the general relationship betweepaties by members of management, including the C&f@Bay and PayPal, as well as the
respective boards of directors of eBay and PayPal.

Other Matters

The operating agreement will also include othetamsry terms and conditions, including the estabtisnt of service levels to measure
PayPal’s performance of its payment processingcaedit services as well as provisions addressifggrimation security, data protection,
disaster recovery, confidentiality, indemnificatiand other matters.

Transition Services Agreement

PayPal and eBay will enter into a transition sexsiagreement prior to the distribution pursuanthah eBay and its subsidiaries and
PayPal and its subsidiaries will provide, on aerim, transitional basis, various services to eabler, including, but not limited to, related to
human resources administrative systems and retafggbrt services, hosting services, separatiommihtingled information technology assets,
and customer service and loyalty programs suppbsse services will be provided, generally for aqueof up to 24 months (including
extensions), on a cost-plus basis. The recipiard foarticular service will generally be able toiaate that service prior to the scheduled
expiration date, subject to a specified minimumigeperiod. Due to interdependencies between ssyaertain services may be extended or
terminated early only if other services are likeswextended or terminated.

The cumulative liability of each party under thansition services agreement will be limited to dlggregate charges paid and payable to
the provider in connection with the provision ofi\dees under the agreement, except for breachesrdgidentiality obligations or in the case of
gross negligence, willful misconduct or fraud. Trensition services agreement will also provide gech party will not be liable to the other
party for any indirect, incidental, consequentsglecial, punitive, exemplary, remote, speculativeimilar damages, except in the case of gros
negligence, willful misconduct or fraud or certéiird-party claims.

Tax Matters Agreement

PayPal and eBay will enter into a tax matters agesd that will govern the parties’ respective righiesponsibilities and obligations after
the distribution with respect to tax matters, inlihg responsibility for taxes, entitlement to redsnallocation of tax attributes, preparation of
tax returns, certain tax elections, control of tantests, cooperation, and certain other tax nzatter

Under the tax matters agreement, eBay generallybeitesponsible for all taxes (and will be entitte all related refunds of taxes)
imposed on eBay and its subsidiaries (includingsiliaries that will be transferred to PayPal punsua the separation) with respect to taxable
periods (or portions thereof) that end on or ptiothe
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distribution date, except that PayPal will be remlole for such taxes to the extent (i) they retatmatters with respect to which PayPal or any
of its subsidiaries has reflected a FIN 48 resemnits financial statements on the date of therithstion, (ii) they are non-income taxes incurred
in the ordinary course of business that have beeruad on the financial statements of PayPal orcdiitg subsidiaries on the date of the
distribution, or (iii) they result from any breaohany representation or covenant made by PayRhbEitax matters agreement or other
separation-related agreements. eBay will also goresible for certain taxes imposed on PayPal rgipect to the 12-month period following
the distribution to the extent such taxes relatgpiecified historic tax reporting positions takgretBay.

The tax matters agreement will provide specialgtihat allocate tax liabilities in the event thstdbution together with certain related
transactions, fails to qualify as a transactior thgenerally taxXree, for U.S. federal income tax purposes, unéetiSns 368(a)(1)(D) and 3!
of the Code. Under the tax matters agreement, gzt generally will be responsible for any taxaed selated amounts imposed on eBay or
PayPal that arise from the failure of the distribit together with certain related transactiongjualify as a transaction that is generally tax-
free, for U.S. federal income tax purposes, unéeti8ns 368(a)(1)(D) and 355 of the Code, to thergxhat the failure to so qualify is
attributable to a breach of the relevant represiemisor covenants made by that party in the tattermagreement or an acquisition of such
party’s equity securities. In addition, the tax taet agreement will impose certain restrictions?agPal and its subsidiaries (including
restrictions (subject to specified exceptions) loare issuances, business combinations, salesaifas®l similar transactions) during the two-
year period following the distribution that are ideed to preserve the t-free status of the distribution and certain reldtansactions.

Under the tax matters agreement, eBay generallyhanle the right to control any audits or other pagceedings with respect to any el
consolidated federal income tax return (or otheugrreturn that includes eBay or any of its sulasids and PayPal or any of its subsidiaries),
provided that PayPal will have participation righiith respect to any such audit or tax proceedig tould result in additional taxes for which
PayPal is liable under the tax matters agreemeyP#& will have the right to control any auditsotier tax proceedings with respect to any
PayPal consolidated federal income tax return grsaparate tax returns of PayPal or any of itsididrges, provided that eBay will have
participation rights with respect to any such aoditax proceeding that could result in additicaales for which eBay is liable under the tax
matters agreement.

Employee Matters Agreement

PayPal and eBay will enter into an employee matgreement prior to the separation to allocatdlitieds and responsibilities relating to
employment matters, employee compensation and itep&ins and programs and other related mattéws employee matters agreement will
govern certain compensation and employee bendfgailons with respect to the current and formepkayees and non-employee directors of
each company.

The employee matters agreement will provide thalgss otherwise specified, eBay will be respondididiabilities associated with
employees who will be employed by eBay following #eparation, former employees whose last employwas with the eBay businesses
and certain specified current and former corpoeateloyees (collectively, the “eBay allocated emples/’), and PayPal will be responsible for
liabilities associated with employees who will beptoyed by PayPal following the separation, formeployees whose last employment was
with the PayPal businesses and certain specifisémuand former corporate employees (collectiviidg, “PayPal allocated employees”).

Employee Benefits Generally

PayPal allocated employees will be eligible to ipgrate in PayPal benefit plans following the sagpian in accordance with the terms
conditions of the PayPal benefit plans as in effiegh time to time. Generally, PayPal will agreeesiablish and maintain (i) welfare benefit
arrangements that are substantially similar inaifpgregate to those provided by eBay to PayPalatdcemployees immediately prior to the
separation, through at least December 31, 2015igmdtirement benefits with terms that are substdly the same as the corresponding
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eBay arrangements and that provide benefits tieat@tess favorable than those provided by eBa&jigible PayPal allocated employees
immediately prior to the separation, through asiédecember 31, 2015.

In general, PayPal will credit each PayPal allod@eployee with his or her service with eBay ptthe separation for all purposes
under the PayPal benefit plans to the same extiehtservice was recognized by eBay for similar pags and so long as such crediting does
not result in a duplication of benefits.

The employee matters agreement will also includeipions relating to cooperation between the twmganies on matters relating to
employees and employee benefits and other adndtiistrprovisions.

Retirement and Deferred Compensation Programs

On June 16, 2015, PayPal established a non-quhtiBéerred compensation plan effective as of imatetyi prior to the effective time.
On June 19, 2015, PayPal established a definedilwatidn plan effective June 19, 2015. Each of éhglans cover active PayPal allocated
employees. In connection with the separation, askabilities and account balances (as applicaifi®ayPal allocated employees will be
transferred to PayPal or PayPal plans, as appéicabd eBay or eBay plans will retain assets, lites and account balances (as applicable) o
eBay allocated employees and former PayPal alldaatgloyees.

Equity Compensation Awards

The employee matters agreement will provide foratigstment of outstanding awards granted undey’sBaguity compensation
programs (including awards under assumed plangfiect the impact of the separation in accordamitie the terms of such program.
Generally, each employee holder of eBay equity de/éout not common stock derived from vested ecuitgrds, which shall be treated like
all other common stock) will hold equity awardsyoim the company that employs such employee folhgpthe separation. For example, eBay
equity awards held by PayPal employees will berassuby PayPal and converted into awards that redaghares of PayPal common stock at
the separation, and eBay equity awards held by @repk who will remain employed by eBay after theasation will continue to be equity
awards that relate to shares of eBay common sbhatlkadjusted to reflect the effect of the sepanatio

In addition, (1) certain previously disclosed exe@s of eBay who will not be employed with eitteBay or PayPal after the separation
(“transitioning executives”) and (2) nonemployeeedtors of eBay, including any nonemployee direatbo immediately after the separation
will serve on our board of directors, will receiveth adjusted eBay equity awards (relating to shafeBay common stock) and adjusted
PayPal awards (relating to shares of PayPal constomk), based on the distribution ratio being aggpto shares of eBay common stock held
by all eBay stockholders in the distribution.
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Treatment of eBay Equity Awards held by PayPal Byg#s

Outstanding eBay equity awards held by PayPal eyepoare expected to be treated as shown in tlreelialow:

Award Type

Stock Options

Restricted Stock Units

Restricted Stock Awards

Target PBRSU Awards

Treatment

Each eBay stock option held by a PayPal employdesanh vested and exercisable eBay stock optior
held by a former PayPal employee will be conveiéal an option to purchase shares of PayPal
common stock. The exercise price and number okstgubject to each such PayPal stock option will
be adjusted as described in the employee mattezemgnt in order to preserve the aggregate intrinsi
value of the original eBay stock option, as measdimenediately before and immediately after the
distribution date, subject to roundir

Each award of eBay restricted stock units held ByagPal employee will be converted into a PayPal
restricted stock unit award. The number of shafézagPal common stock subject to the award will be
adjusted as described in the employee mattersragreen order to preserve the aggregate intrinsic
value of the original eBay restricted stock unitatly as measured immediately before and immediate
after the distribution date, subject to roundi

Each award of eBay restricted stock held by a Plasfployee will be converted into a PayPal
restricted stock award. The number of shares oPRlagommon stock subject to the award will be
adjusted as described in the employee mattersragreen order to preserve the aggregate intrinsic
value of the original eBay restricted stock awasimeasured immediately before and immediately
after the distribution date, subject to roundi

Each eBay target performance-based restricted stoitlaward with a fiscal year 2014-2015
performance period or a fiscal year 2015-2016 perémce period held by a PayPal employee
(including awards granted for accounting purposele converted into a PayPal performance-basec
restricted stock unit award, with the performangeeda for the 20142015 award being adjusted so !
performance will be based on aggregate eBay Infoeance for 2014 and PayPal-specific
performance for 2015. The target number of PayRales subject to the PayPal award will be adjuste
as described in the employee matters agreememntién t preserve the aggregate intrinsic valudef t
original eBay target performance-based restrictecksunit share award, as measured immediately
before and immediately after the distribution datehject to rounding
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Awards Held by Director
Outstanding eBay equity awards held by nonemployeetors of eBay are expected to be treated asrsihothe table below:

Award Type Treatment
Stock Options Each eBay stock option held by a director will bawerted into an adjusted eBay stock option and a

PayPal stock option, as described in the employesgens agreement, based on the distribution ratio
being applied to shares of eBay common stock helalltleBay stockholders in the distribution, which
together are intended to preserve the aggregatesictvalue of the original eBay stock option, as
measured immediately before and immediately afterseparation, subject to roundi

Deferred Stock Units Each award of eBay deferred stock units held biyectbr will generally remain in place with such
director also receiving an award of deferred statks of PayPal, as described in the employee nsatte
agreement, based on the distribution ratio beiqdiegh to shares of eBay common stock held by all
eBay stockholders in the distribution, in an amdbat reflects the distribution to eBay sharehddby
applying the distribution ratio to the eBay defdretock units as though they were unrestricted eBay
shares

In addition, upon a change in control of PayPdhimcase of a director transferring to PayPal drange in control of eBay in the case of a
continuing eBay director, all adjusted equity aveaneld by any such director of the company expengnthe change in control will become
vested.

Awards Held by Transitioning Executiv

In the separation, pursuant to the eBay trans#igtess and retention program, transitioning ekexiire expected to become vested ir
certain unvested awards, and otherwise receivedujtisted eBay equity awards (relating to shareBafy common stock) and adjusted Pa
awards (relating to shares of PayPal common stbelged on the distribution ratio being appliedhares of eBay common stock held by all
eBay stockholders in the distribution, in the san@mner as the awards for the nonemployee direcf@Bay as described above.

Treatment of Options under the eBay Employee Raothase Plan

PayPal will be required to adopt the PayPal Empdytock Purchase Plan, under which all outstanoiiigns held under the eBay
Employee Stock Purchase Plan by PayPal employdilsendonverted into options for PayPal shares vttt PayPal Employee Stock
Purchase Plan in the same manner as their equétydayas described above.

Application of Foreign Law

To the extent that the equity award adjustmentarmbnversion provisions described above wouldro@ipited under the laws of a
jurisdiction outside of the United States in whathaffected eBay or PayPal employee resides, suefisfpns shall be modified or suspent
to the extent necessary to comply with such laws.

Health and Welfare Plans

eBay will generally be responsible for medical, tagrvision, life, accidental death and dismembearmieng-term disability, and travel
accident claims incurred under the eBay welfaraplarior to the effective time, whether incurreddogployees who will be employed by eE
or PayPal following the effective time or by fornemployees. PayPal will generally be responsiblefaims incurred under its welfare plans
at or following the effective time. PayPal will albe responsible for all liabilities with respeatearned vacation, severance, unemployment
compensation and similar categories for the PagPaloyees.
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Intellectual Property Matters Agreement

PayPal and eBay will enter into an intellectualgendy matters agreement that will memorialize ezfdRayPal’'s and eBay’s ownership,
after the distribution, of intellectual propertysats such as patents, patent applications, traétepomains and copyrights. The agreement
also vest in each of PayPal and eBay the sole tightosecute, maintain, enforce and defend ieg@st in the intellectual property assets ov
by it after the distribution, will include limitedon-exclusive licenses by each of PayPal and eB#yetother to use certain software code
owned by it after the distribution, and will incliéimited covenants not to sue by each of PayRhk&ay to the other for certain intellectual
property assets owned by it after the separatibg.ifitellectual property agreement will remain fifeet until the expiration of the last to expire
of the intellectual property rights licensed or fdnich a covenant not to sue is given thereunddess terminated earlier by mutual agreement
of the parties.

Colocation Services Agreements

PayPal and eBay will enter into colocation serviaggeements provide to colocation space and reilatednation technology services at
various data center facilities. In certain locasioeBay will provide space to PayPal for the plagenof PayPal data center equipment within
eBay’s facilities in exchange for specific quaerharges intended to allow eBay to recover thé @bsiaintaining and servicing such space,
and eBay will provide related services and infiastire to PayPal on a cost-plus basis, includinggualistribution, fiber (internet and
telecommunications) connections, HVAC and climatetml, fire protection, on site security, gengradperty management, and back up
redundancy systems. In Phoenix, Arizona and Derggrado, PayPal will provide space and poweBayefor the placement of eBay data
center equipment within PayPal’s facilities in eanbe for specific quarterly charges intended towalPayPal to recover the cost of such spac
and PayPal will provide related services and infuasure to eBay on a cost-plus basis, includinggrodistribution, fiber (internet and
telecommunications) connections, HVAC and climatetml, fire protection, and back up redundancyeays. Each such agreement will have
a fixed term of two years and, with respect toaiarbf the facilities, may be renewed by eBay oyFRd for a period of up to three additional
years, as applicable, under certain circumstai

Procedures for Approval of Related Party Transactios

It is expected that PayPal’s board will adopt atemi policy for the review of related party transats other than those governed by the
operating agreement. For purposes of the policgladed party transaction will include transactiomg/hich (1) the amount involved is more
than $120,000 in any consecutive 12-month per@dPayPal is a participant, and (3) any relatedydzas a direct or indirect material interest.
The policy is expected to define a “related pattytnclude directors, nominees for director, exieubfficers, holders of more than 5% of
PayPal’s outstanding common stock and their regerhmediate family members. Pursuant to the golidl related party transactions must
be approved by the appropriate committee of PagPalard of directors or, in the event of an inatbrerfailure to bring the transaction to the
committee for pre-approval, ratified by the comasttin the event that a member of the Committeehasterest in a related party transaction
the transaction must be approved or ratified bydisaterested members of the committee. In degidihether to approve or ratify a related
party transaction, the reviewing committee will smer the following factors:

. whether the terms of the transaction are (it)tdaPayPal and (2) at least as favorable to Pleg®@ould apply if the transaction did
not involve a related part

. whether there are demonstrable business reasoRay®al to enter into the transacti
. whether the transaction would impair the independesf an outside director under Pay's director independence standards;

. whether the transaction would present an imgrapnflict of interest for any director or exeeetiofficer, taking into account the
size of the transaction, the overall financial fiosiof the related party, the direct or indireature of the related party’s interest in
the transaction and the ongoing nature of any megpaoelationship, and any other factors the coremitieems relevar
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MATERIAL U.S. FEDERAL INCOME TAX CONSEQUENCES

The following is a discussion of material U.S. fedéncome tax consequences of the distributioshafres of our common stock to “U.S.
Holders” (as defined below) of shares of eBay comstock. This summary is based on the Code, U&ashrry regulations promulgated
thereunder, rulings and other administrative prowements issued by the IRS, and judicial decisialhgas in effect on the date of this
information statement, and all of which are subfeathange at any time, possibly with retroactiffeat. No assurance can be given that the
IRS would not assert, or that a court would notansa position contrary to any of the tax consgmes described below. This discussion
applies only to U.S. Holders of eBay common stotlowold such shares as a capital asset within trenmg of Section 1221 of the Code
(generally, property held for investment). Thisadission is based upon the assumption that theébdigon, together with certain related
transactions, will be consummated in accordancle thi2 separation documents and as described imfbignation statement. This summary is
for general information only and is not tax advikteloes not discuss all aspects of U.S. federarime taxation that may be relevant to a
particular holder in light of its particular circstances or to holders subject to special rulesruhéeCode (including, but not limited to,
insurance companies, tax-exempt organizationspéimhinstitutions, broker-dealers, partners intparships that hold our common shares,
pass-through entities, traders in securities whotdb apply a mark-taiarket method of accounting, stockholders who leoidcommon share
as part of a “hedge,” “straddle,” “conversion,” fgketic security,” “integrated investment,” or “aiructive sale transaction,” individuals who
receive our common shares upon the exercise ofwmplstock options or otherwise as compensatiddet®owho are liable for the alternative
minimum tax or any holders who actually or condiuaty own more than 5% of eBay common stock). Tdigussion also does not address
any tax consequences arising under the unearnetfedontribution tax pursuant to the Health Gareé Education Reconciliation Act of
2010, nor does it address any tax consideratiodenstate, local or foreign laws or U.S. federaldather than those pertaining to the U.S.
federal income tax.

If a partnership, including for this purpose antitgror arrangement that is treated as a partnefshiU.S. federal income tax purposes,
holds eBay common stock, the tax treatment of tnpain such partnership will generally depend ugienstatus of the partner and the
activities of the partnership. An investor thaaipartnership and the partners in such partnesstapld consult their own tax advisors regarc
the U.S. federal income tax consequences of theldison.

For purposes of this discussion a “U.S. Holde’ny beneficial owner of eBay common stock thafosU.S. federal income tax
purposes:

e an individual who is a citizen or resident of theitdd States

e acorporation (or entity treated as a corporgtcreated or organized in the United States deuthe laws of the United States, any
state thereof, or the District of Columb

e an estate, the income of which is includible insgrancome for U.S. federal income tax purposesrdigss of its source; ar

* atrustif (1) a U.S. court is able to exergisienary supervision over the administration oftstrust and one or more U.S. persons
have the authority to control all substantial diecis of the trust or (2) it has a valid electiorefifiect under applicable Treasury
Regulations to be treated as a U.S. per

THE FOLLOWING DISCUSSION IS A SUMMARY OF MATERIAL U .S. FEDERAL INCOME TAX CONSEQUENCES OF
THE DISTRIBUTION UNDER CURRENT LAW AND IS FOR GENER AL INFORMATION ONLY. HOLDERS OF EBAY
COMMON STOCK SHOULD CONSULT THEIR OWN TAX ADVISORS AS TO THE PARTICULAR TAX CONSEQUENCES OF
THE DISTRIBUTION TO THEM, INCLUDING THE APPLICATION  AND EFFECT OF U.S. FEDERAL, STATE, LOCAL AND
FOREIGN TAX LAWS.
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eBay has not sought and does not intend to sedng from the IRS with respect to the treatmenthef distribution and certain related
transactions for U.S. federal income tax purposeistere can be no assurance that the IRS withssért that the distribution and/or certain
related transactions are taxable. It is a condiibotie distribution that eBay receive an opinidélowatside counsel or tax advisors regarding the
qualification of the distribution, together withrtan related transactions, as a transaction thgemerally tax free, for U.S. federal income tax
purposes, under Sections 368(a)(1)(D) and 355&€ide. The opinion of counsel will be based ahdaw, among other things, certain facts
and assumptions, as well as certain representastatements and undertakings of eBay and PayiRaliing those relating to the past and
future conduct of eBay and PayPal). If any of theggesentations, statements or undertakings ab&amme, inaccurate or incomplete, or if
eBay or PayPal breach any of their respective cavisnin the separation documents, the opinion ofisel may be invalid and the conclusions
reached therein could be jeopardized. An opiniocoainsel is not binding on the IRS or the courts.

Notwithstanding receipt by eBay of an opinion ofiosel, the IRS could assert that the distributiotVer certain related transactions do
not qualify for tax-free treatment for U.S. federatome tax purposes. If the IRS were successftaking this position, eBay, PayPal and eBa)
stockholders could be subject to significant Ueglefral income tax liability. Please refer to “M&el).S. Federal Income Tax Consequences:
the Distribution is Taxable” below.

Material U.S. Federal Income Tax Consequences iétbistribution Qualifies as a Transaction That isgaerally Tax Free under
Sections 368(a)(1)(D) and 355 of the Cor

Assuming the distribution, together with certaifated transactions, qualifies as a transactionishg¢nerally tax free for U.S. federal
income tax purposes under Sections 368(a)(1)(D)3&hdof the Code, the U.S. federal income tax aguseces of the distribution are as
follows: (i) the distribution will generally not selt in any taxable income, gain or loss to eBdlyeothan taxable income or gain possibly
arising out of internal reorganizations and regtrtings undertaken in connection with the distritmitand with respect to items required to be
taken into account under U.S. Treasury regulatietaing to consolidated federal income tax retufiisno gain or loss will generally be
recognized by (and no amount will be included i@ ithcome of) U.S. Holders of eBay common stock ugheir receipt of PayPal common
stock in the distribution, except with respect hy aash received in lieu of fractional shares off2d common stock (as described below);

(iii) the aggregate tax basis of the eBay commonksaind the PayPal common stock received in thaklision (including any fractional share
interest in PayPal common stock for which casleégived) in the hands of each U.S. Holder of eRagroon stock after the distribution will
equal the aggregate basis of eBay common stockblyelde U.S. Holder immediately before the disttitny, allocated between the eBay
common stock and the PayPal common stock (includimgfractional share interest in PayPal commoakstor which cash is received) in
proportion to the relative fair market value of lean the date of the distribution; and (iv) thediad) period of the PayPal common stock
received by each U.S. Holder of eBay common stodké distribution (including any fractional shaméerest in PayPal common stock for
which cash is received) will generally include ti@ding period at the time of the distribution foe eBay common stock with respect to whict
the distribution is made. A U.S. Holder who recsigash in lieu of a fractional share of PayPal comistock in the distribution will be treated
as having sold such fractional share for cashvahdecognize capital gain or loss in an amourtiado the difference between the amount of
cash received and such U.S. Holder’s adjusteddaishn such fractional share. Such gain or loisheilong-term capital gain or loss if the
U.S. Holder’s holding period for its eBay commoacht exceeds one year at the time of the distributio

U.S. Treasury regulations provide that if a U.Sldeo of eBay common stock holds different blocke€Bfy common stock (generally
shares of eBay common stock purchased or acquirelifferent dates or at different prices), the agaite basis for each block of eBay
common stock purchased or acquired on the sameaddtat the same price will be allocated, to theatgst extent possible, between the Pz
common stock received in the distribution in resmésuch block of eBay common stock and such blifakBay common stock, in proportion
to their respective fair market values, and thelingl period of the PayPal common stock
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received in the distribution in respect of suchcklof eBay common stock will generally include tiedding period of such block of eBay
common stock. If a U.S. Holder of eBay common stisakot able to identify which particular sharedafyPal common stock are received in
the distribution with respect to a particular blafkeBay common stock, for purposes of applyingrtiies described above, the U.S. Holder
may designate which shares of PayPal common stecieaeived in the distribution in respect of atipatar block of eBay common stock,
provided that such designation is consistent viithterms of the distribution. Holders of eBay comrstock are urged to consult their own tax
advisors regarding the application of these rwekeir particular circumstances.

Material U.S. Federal Income Tax Consequences iétbistribution is Taxable.

As discussed above, eBay has not and does notitdeseek a ruling from the IRS with respect totteatment of the distribution and
certain related transactions for U.S. federal inedax purposes. Notwithstanding receipt by eBagrobpinion from outside counsel or tax
advisors described above, the IRS could asserthiatistribution does not qualify for tax-freeament for U.S. federal income tax purposes.
If the IRS were successful in taking this posititire consequences described above would not apglgBay, PayPal and eBay stockholders
could be subject to significant U.S. federal incdmeliability. In addition, certain events that ynar may not be within the control of eBay or
PayPal, could cause the distribution and certdated transactions to fail to qualify as a tranisecthat is generally tax free, for U.S. federal
income tax purposes, under Sections 368(a)(1)(B)3&5% of the Code. Depending on the circumstarR&gRal may be required to indemnify
eBay for taxes (and certain related losses) reguftom the distribution not qualifying as tax-free

If the distribution fails to qualify as a transactithat is generally tax free, for U.S. federabime tax purposes, in general, eBay would
recognize taxable gain as if it had sold the PagBadmon stock in a taxable sale for its fair masiadtie (unless eBay and PayPal jointly make
an election under Section 336(e) of the Code vatipect to the distribution, in which case, in gah€i) the eBay group would recognize
taxable gain as if PayPal had sold all of its @sse& taxable sale in exchange for an amount équbk fair market value of the PayPal
common stock and the assumption of all of PayHiakslities and (ii) PayPal would obtain a relatgép up in the basis of its assets) and eBay
stockholders who receive PayPal common stock imigtebution would be subject to tax as if theyllaceived a taxable distribution equal to
the fair market value of such shares.

In addition, even if the distribution were to otiée qualify as tax-free under Sections 368(a)(LHBd 355 of the Code, it may result in
taxable gain to eBay under Section 355(e) of theeCd the distribution were later deemed to be paa plan (or series of related transactions
pursuant to which one or more persons acquirecttirer indirectly, shares representing a 50% eaggr interest (by vote or value) in eBay or
PayPal. For this purpose, any acquisitions of eRagk or of PayPal shares within the period begigmivo years before the separation and
ending two years after the separation are presumbed part of such a plan, although eBay or Pagigl be able to rebut that presumption.

In connection with the distribution, eBay and Pdyl enter into a tax matters agreement. Forscdssion of the tax matters agreem
please refer to “Certain Relationships and Rel&ady Transactions—The Tax Matters Agreement.”

Backup Withholding and Information Reporting.

Payments of cash to a U.S. Holder of eBay commacksh lieu of fractional shares of PayPal commimtls may be subject to
information reporting and backup withholding (cuntlg, at a rate of 28%), unless such U.S. Holdéiwees a properly completed IRS Form W-
9, certifying such U.S. Holder’s correct taxpayeritification number and certain other informationptherwise establishing a basis for
exemption from backup withholding. Backup withhaolglis not an additional tax. Any amounts withhetdier the backup withholding rules
may be refunded or credited against a U.S. Hold#1Ss federal income tax liability provided thaetrequired information is timely furnished
to the IRS.
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U.S. Treasury regulations require certain U.S. Hddvho receive shares of PayPal common stocleidigtiribution to attach to such
U.S. Holder's U.S. federal income tax return fag tfear in which the distribution occurs a detagdttement setting forth certain information
relating to the tax-free nature of the distribution

THE FOREGOING DISCUSSION IS A SUMMARY OF MATERIAL U .S. FEDERAL INCOME TAX CONSEQUENCES OF
THE DISTRIBUTION UNDER CURRENT LAW AND IS FOR GENER AL INFORMATION PURPOSES ONLY. THE FOREGOING
DISCUSSION DOES NOT PURPORT TO ADDRESS ALL U.S. FEIERAL INCOME TAX CONSEQUENCES OF THE
DISTRIBUTION OR TAX CONSEQUENCES THAT MAY ARISE UND ER THE TAX LAWS OF OTHER JURISDICTIONS OR
THAT MAY APPLY TO PARTICULAR CATEGORIES OF STOCKHOL DERS. HOLDERS OF EBAY COMMON STOCK
SHOULD CONSULT THEIR OWN TAX ADVISORS AS TO THE PAR TICULAR TAX CONSEQUENCES OF THE
DISTRIBUTION TO THEM, INCLUDING THE APPLICATION AND  EFFECT OF U.S. FEDERAL, STATE, LOCAL AND
FOREIGN TAX LAWS.
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DESCRIPTION OF MATERIAL INDEBTEDNESS

PayPal does not currently expect to incur any ritierdebtedness in connection with the separadimhdistribution, although that
expectation may change.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

Before the separation, all of the outstanding shafé®ayPak common stock will be owned beneficially and aforel by eBay. Followin
the distribution, PayPal expects to have outstandimaggregate of approximately 1.22 billion shafesommon stock based upon
approximately 1.22 billion shares of eBay commamrtistoutstanding on June 1, 2015, excluding treashiayes and assuming no exercise of
eBay stock options, and applying the distributiaticr.

Security Ownership of Certain Beneficial Owners

The following table reports the number of shareBafPal common stock that PayPal expects will Inefically owned, immediately
following the completion of the distribution by éaperson (other than PayPal's expected executfieeod and directors) who will beneficially
own more than five percent of PayPal's common stdble table is based upon information availablefakine 1, 2015 as to those persons
(other than PayPal’s expected executive officetsdirectors) who beneficially own more than fiveqent of eBay’s common stock and an
assumption that, for each share of eBay commork $teld by such persons, they will receive one sbafayPal common stock.

Name and Address of Beneficial Owr
Amount and Nature of Benefic
Ownershij Percent of Cla:
BlackRock, Inc. (1 66,796,09( 5.4%

(1) Based on BlackRock, Ine.Schedule 13G/A filed on February 6, 2015. Theeskifor BlackRock, Inc. is 55 East 52nd Streety Nerk,
New York 10222

Share Ownership of Executive Officers and Directors

The following table sets forth information, immetgiy following the completion of the separationazdated as of June 1, 2015, based
upon the distribution of one share of PayPal comstonk for each share of eBay common stock, reggrdi) each expected director, director
nominee and named executive officer of PayPal ahdll of PayPal’s expected directors and execuiffieers as a group. Unless otherwise
indicated below, the address of each directorctbhrenominee and executive officer shown in théetdfelow is c/o PayPal Holdings, Inc.,
Attention: Corporate Secretary, 2211 North Firse&t, San Jose, California 95131.
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This table is based upon information supplied Hicefs, directors, and principal stockholders. Biig ownership is determined in
accordance with the rules of the SEC and geneiratlydes voting or investment power with respectdourities. Unless otherwise indicated in
the footnotes to this table, the persons and eatitamed in the table have sole voting and sokstment power with respect to all shares
beneficially owned, subject to community propeews$ where applicable. Shares of our common stogjesuto options that are currently
exercisable or exercisable within 60 days of Jur2015, and restricted stock units, or RSUs, thesaheduled to vest within 60 days of
June 1, 2015, are deemed to be outstanding fgautmose of computing the percentage ownershipeoptrson holding those options, but are
not treated as outstanding for the purpose of caoimgpthe percentage ownership of any other persba.percentage of beneficial ownership is
based on approximately 1.22 billion shares of comstock outstanding as of June 1, 2015.

Shares Beneficiall

Name of Beneficial Owne Owned Percent of Clas
Daniel H. Schulman 19,275 *
Jonathan Christodoi®) 0 *
Scott D. Cool? 204,992 *
John J. Donahco®) 2,267,814 *
David W. Dormar® 900 S
Gail J. McGoverr®) 162 *
David M. Moffett(®) 6,858 S
Pierre M. Omidya( 96,009,55¢ 7.88%
Frank D. Yeary®) 0 3
James J. Barre<®) 10,892 *
Patrick L. A. Dupuis0) 90,381 £
Hill Ferguson(11) 18,060 *
William J. Ready 6,650 *
All directors and officers as a group (17 persc 165,577,20¢ 8.10%
* Indicates that the percentage of beneficial ownprshthe director or executive officer does notesad 1 percent of the cla:

(1) The address for Mr. Christodoro is Icahn Associaté3 Fifth Avenue, 47th Floor, New York, NY 101!

(2) Includes 31,008 shares Mr. Cook has the riglaicquire pursuant to outstanding options exertgsatthin 60 days of June 1, 2015. The
address for Mr. Cook is Intuit Inc., 2535 Garciaghue, Mountain View, California 9404

3 Includes 1,696,139 shares Mr. Donahoe hasghéto acquire pursuant to outstanding options@sable within 60 days of June 1,
2015, and 135,363 RSUs scheduled to vest withide§@ of June 1, 201

(4) The address for Mr. Dorman is Knoll Ventures, Towtace 200, Suite 1000, 3348 Peachtree Road, N&ntAt Georgia 3032!

(5) The address for Ms. McGovern is American Red Cré38,17th Street, NW, Washington, DC 200

(6) The address for Mr. Moffett is 2211 North Firstegtt, San Jose, California 951.

(7)  Includes 70,000 shares held by his spouse as @hvit@ disclaims beneficial ownersh

(8) The address for Mr. Yeary is CamberView Partnets; |2 Embarcadero Center, Suite 2150, San Frandizalifornia 94111

(9) Includes 13 shares held by Mr. Barrese’s childMr. Barrese disclaims beneficial ownershiphalse shares. Includes 10,879 shares
Mr. Barrese has the right to acquire pursuant tetanding options exercisable within 60 days oleJun2015

(10) Includes 11,478 shares Mr. Dupuis has the righttyuire pursuant to outstanding options exercisaltilén 60 days of June 1, 201

(11) Includes 17,576 shares Mr. Ferguson has the rghatduire pursuant to outstanding options exertdsatthin 60 days of June 1, 201
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DESCRIPTION OF PAYPAL’'S CAPITAL STOCK

PayPal’s certificate of incorporation and bylawslviie amended and restated prior to the separatidre following is a summary of the
material terms of PayPal’'s capital stock that vii#l contained in the amended and restated certéiofincorporation and bylaws. The
summaries and descriptions below do not purpoltea@omplete statements of the relevant provisibtiseocertificate of incorporation or of
the bylaws that will be in effect at the time @ thstribution, which you must read for complet®imation on PayPal’s capital stock as of the
time of the distribution. The certificate of incorption and bylaws, each in a form expected tonbeffiect at the time of the distribution, are
included as exhibits to PayPal’s registration stant on Form 10, of which this information statetferms a part. The summaries and
descriptions below do not purport to be complet¢eshents of the Delaware General Corporation Law.

General

PayPal’s authorized capital stock will consist dfifion shares of common stock, par value $0.0p€dshare, and 100 million shares of
preferred stock, par value $0.0001 per share falhich shares of preferred stock are undesign&agPal’s board of directors may establish
the rights and preferences of the preferred stamk time to time. Subject to the terms of an age@mentered into between eBay Inc. and the
Icahn Group and filed as Exhibit 99.2 to eBay Ia€urrent Report on Form 8-K dated January 23, 205" lcahn Agreement”), immediately
following the distribution, PayPal expects that mpmately 1.22 billion shares of its common stedk be issued and outstanding and that no
shares of preferred stock will be issued and ondfitay.

Common Stock

Each holder of PayPal common stock will be entittedne vote for each share on all matters to bedvopon by the common
stockholders, and there will be no cumulative wptiights. To be elected in an uncontested eledtioboard members, a director nominee r
receive more votes “for” than “against” by sharessgnt in person or by proxy and entitled to vistex contested election for board members,
the board members are elected by a plurality ofeshpresent in person or by proxy and entitledote v

Subject to any preferential rights of any outstagdireferred stock, holders of PayPal common staltlbe entitled to receive ratably tl
dividends, if any, as may be declared from timén@ by its board of directors out of funds legadiyailable for that purpose. If there is a
liquidation, dissolution or winding up of PayPabltters of its common stock would be entitled t@bde distribution of its assets remaining
after the payment in full of liabilities and anyeferential rights of any then outstanding prefesextk.

Holders of PayPal common stock will have no preérepdr conversion rights or other subscription tigland there are no redemption or
sinking fund provisions applicable to the commarckt After the distribution, all outstanding shaoé$ayPal common stock will be fully paid
and non-assessable. The rights, preferences arnlgges of the holders of PayPal common stock abgest to, and may be adversely affected
by, the rights of the holders of shares of anyeseof preferred stock that PayPal may designatéssne in the future.

Preferred Stock

Under the terms of PayPal’'s amended and restaté&floae of incorporation, its board of directoawdll be authorized, subject to
limitations prescribed by the Delaware General Goapon Law (the “DGCL")and by its certificate of incorporation, to issyeta 100 millior
shares of preferred stock in one or more seridsowtitfurther action by the holders of its commarckt PayPal’s board of directors will have
the discretion, subject to limitations prescribgdiie DGCL and by PayPal’s certificate of incorpiama, to determine the rights, preferences,
privileges and restrictions, including voting rightlividend rights, conversion rights, redemptiorileges and liquidation preferences, of each
series of preferred stock.
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Corporate Governance

PayPal will institute stockholder-friendly corpagagovernance practices, as described below andfedse in this information statement.
Responsible and appropriate corporate governaritensure that PayPal’s board always keeps stodkinahterests top of mind when crafting
value-creating strategies at all levels of the oizgtion.

Single Class Capital Structurée?ayPal will have a single class common equitytaaptructure with all stockholders entitled toedbr
director nominees. Each holder of common stock hlle one vote per share.

Annual Director ElectionsCommencing with the first annual meeting of stamllrs following the distribution, which will be e
within twelve (12) months of the distribution datirectors will be elected at the annual meetingtotkholders and thereafter each director
will serve until the next annual election and uhtfl or her successor is duly elected and qualifiedintil his or her earlier resignation or
removal. At any meeting of stockholders for thecetm of directors at which a quorum is preserg,atection will be determined by a majority
of the votes cast by the stockholders entitledote ¥n the election, with directors not receivintajority of the votes cast required to tender
their resignations for consideration by the boasaept that in the case of a contested electieneléction will be determined by a plurality of
the votes cast by the stockholders entitled to wothe election.

Special Stockholder MeetingPayPal’'s amended and restated certificate of pagation will provide that special meetings of the
stockholders of the corporation may only be callgd1) the board of directors pursuant to a regmiuadopted by a majority of the total
number of authorized directors, (2) the chairmathefboard, (3) the chief executive officer, or ¢dpject to certain procedures and conditions
set forth therein, by PayPal's corporate secredatiie request of one or more stockholders who halgbeneficial ownership of at least a
twenty percent (20%) “net long position” of the stainding common stock of PayPal for at least ti{B6) days prior to the delivery of such
request. Until such time as a single stockholdetgmup” of stockholders who have filed as such under Sedtg{d) of the Exchange Act wi
respect to their ownership of PayPal common stoeks at least a majority of PayPal’s outstandingmmon stock, no stockholder will be
permitted to propose the removal of directors erdhection of directors at stockholder-called spletieetings.

Proxy AccessIn recognition of the growing sentiment in thggstment community that significant stockholderghiuo have the
opportunity to propose candidates for electionieectbrs in the Company’s proxy statement, we pitivide proxy access rights in our
organizational documents. PayRaimended and restated certificate of incorporatidirprovide that, in certain circumstances, acktwlder o
group of up to 15 stockholders may include direcamdidates that they have nominated in our armeaking proxy materials. Such
stockholder or group of stockholders will need ¥end3% or more of PayPal's outstanding common stmekinuously for at least three years.
The number of stockholder-nominated candidatesappgin any of our annual meeting proxy matenailsnot exceed 20% of the number of
directors then serving on the Board, rounded danthé nearest whole number, subject to reductiaeitain circumstances, including where
stockholders have nominated candidates for eleetidhe same meeting outside the proxy accessggothe nominating stockholder or groug
of stockholders will also be required to delivertam information and undertakings, and each nomin#l be required to meet certain
qualifications, as described in more detail indimended and restated certificate of incorporation.

No Supermajority Provision®ther than with respect to the interested stocldrghlovision described below in “Anfiakeover Effects c
Various Provisions of Delaware Law and PayPal'sifleate of Incorporation and Bylaws—Interested &ttwolder Provision” (which is being
implemented in connection with PayPal’s opting eiuSection 203 of the DGCL), PayPal's amended asthted certificate of incorporation
and bylaws do not have supermajority voting prarisi and stockholders can approve binding bylawnaments with a simple majority vote.
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Other Expected Corporate Governance FeatuBmsvernance features related to PayPal’'s boardre€tdirs are set forth in the section of
this information statement captioned “Directors"dddition to the foregoing, it is expected thagfPa will implement stock ownership
guidelines for directors and senior executive effs; annual board performance evaluations, clawlatkhedging and anti-pledging policies,
conflict of interest policies, risk oversight prolcees and other practices and protocols.

Exclusive Forum

PayPal’'s amended and restated certificate of irratfpn will provide that, unless PayPal consemtwiiting to the selection of an
alternative forum, the sole and exclusive forum(figrany derivative action or proceeding broughbehalf of the Company, (2) any action
asserting a claim of breach of a fiduciary duty dveg any director or officer or other employee o Company to the Company or the
Company’s stockholders, (3) any action assertinlgian against the Company or any director or offa@eother employee of the Company
arising pursuant to any provision of the DGCL oyPa’s certificate of incorporation or the bylaves (either may be amended from time to
time), or (4) any action asserting a claim againstCompany or any director or officer or other &ype of the Company governed by the
internal affairs doctrine shall be a state coucated within the State of Delaware (or, if no stadart located within the State of Delaware has
jurisdiction, the federal district court for thedbict of Delaware)

Limitations on Liability, Indemnification of Office rs and Directors and Insurance

The DGCL authorizes corporations to limit or eliie the personal liability of directors to corpayas and their stockholders for
monetary damages for breaches of directors’ fidyaiaties as directors, and PayPal's amended amtalteel certificate of incorporation will
include such an exculpation provision. PayPal'siaoied and restated certificate of incorporation layldws will include provisions that
indemnify, to the fullest extent allowable undeg IDGCL, the personal liability of directors or afrs for monetary damages for actions taken
as a director or officer of PayPal, or for servaidPayPal’s request as a director or officer otlaroposition at another corporation or
enterprise, as the case may be. PayPal's amende@stated certificate of incorporation and bylavilbalso provide that PayPal must
indemnify and advance reasonable expenses tadstdis and officers, subject to its receipt otiadertaking from the indemnified party as
may be required under the DGCL. PayPal's amendddestated certificate of incorporation will exmlysauthorize PayPal to carry directors’
and officers’ insurance to protect PayPal, itsatoes, officers and certain employees for somailitads.

The limitation of liability and indemnification pwisions that will be in PayPal's amended and restaertificate of incorporation and
bylaws may discourage stockholders from bringitawesuit against directors for breach of their fidug duty. These provisions may also have
the effect of reducing the likelihood of derivatitigation against PayPal’s directors and officergen though such an action, if successful,
might otherwise benefit PayPal and its stockholddosvever, these provisions will not limit or elingite PayPal’s rights, or those of any
stockholder, to seek non-monetary relief such mmation or rescission in the event of a breach director’s duty of care. The provisions will
not alter the liability of directors under the fealesecurities laws. In addition, your investmertynbe adversely affected to the extent that, in
class action or direct suit, PayPal pays the aifststtlement and damage awards against direatorsfficers pursuant to these indemnifica
provisions. There is currently no pending matdiimjation or proceeding against any PayPal dirnes;tofficers or employees for which
indemnification is sought.

Authorized but Unissued Shares

PayPal's authorized but unissued shares of commock and preferred stock will be available for fietissuance without your approval.
PayPal may use additional shares for a varietyugbgses, including future public offerings to raéskglitional capital, to fund acquisitions and
as employee compensation. Certain limitations eruge of authorized but unissued preferred stazkamtained in the Icahn Agreement.
Nonetheless, the existence of authorized but uetsshares of common stock and preferred stock eealder more difficult or discourage
attempt to obtain control of PayPal by means afexycontest, tender offer, merger or otherwise.
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Anti-Takeover Effects of Various Provisions of Delavare Law and PayPal's Certificate of Incorporationand Bylaws

Provisions of the DGCL and PayPal’s certificaténaorporation and bylaws could potentially impdet prospect of an acquisition of
PayPal by means of a tender offer, a proxy comtestherwise, or affect the ability to remove indwent officers and directors. These
provisions may discourage certain types of coerakeover practices and takeover bids that PayBa#sd of directors may consider
inadequate and may encourage persons seekinguoseacqntrol of PayPal to first negotiate with Pay®board of directors. PayPal believes
that the benefits of increased protection of ifitglio negotiate with the proponent of an unsitéid proposal to acquire or restructure the
Company outweigh the disadvantages of discouragikepver or acquisition proposals because, amdrey tiiings, negotiation of these
proposals could result in an improvement of theinis.

Size of Board and VacancieBayPals amended and restated bylaws will provide thahtlreber of directors on its board of directors
initially be nine and thereafter shall be fixed lewsively by its board of directors. Any vacanciesated in its board of directors resulting from
any increase in the authorized number of direatothe death, resignation, retirement or removahfservice will be filled only by a majority
of the board of directors then in office, evered than a quorum is present, or by a sole rengadiiactor.

Interested Stockholder Provisio®ayPal has elected not to be governed by SectidmPthe DGCL, an anti-takeover statute that
prohibits a publicly held Delaware corporation fremgaging in a “business combination” with an “ietted stockholder” for a period of three
years following the time the person became aneésted stockholder, unless the business combinatitire acquisition of shares that resu
in a stockholder becoming an interested stockhatdapproved in a prescribed manner. Generallpusitiess combination” includes a merger
asset or stock sale, or other transaction resultirgfinancial benefit to the interested stockleoldPayPal’'s amended and restated certificate o
incorporation will, however, contain a provisiorattgenerally mirrors Section 203 of the DGCL, exdbpt an “interested shareholder” under
the interested stockholder provision in the ameratetirestated certificate of incorporation willdefined to be a person or entity who, toge
with its affiliates and associates, owns (or witthiree years prior to the determination of interdsitockholder status did own) twenty percent
(20%) or more of a corporation’s voting stock ($@t203 of the DGCL sets this threshold at fiftgpemncent (15%)). The existence of this
provision would be expected to have an anti-takeeffect with respect to transactions not appraveadvance by PayPal’s board of directors,
including discouraging attempts that might resulaipremium over the market price for the shareoofmon stock held by PayPal’s
stockholders.

Stockholder Action by Written ConsefitayPal’'s amended and restated certificate ofjpuzation will provide that stockholders may not
act by written consent. Stockholder action musetallace at the annual or a special meeting of Ray&ekholders.

Requirements for Advance Notification of Stockholdieminations and ProposalPayPal’'s amended and restated bylaws will establi
advance notice procedures with respect to stockhgitbposals and nomination of candidates for ieles directors other than nominations
made by or at the direction of its board of direstor a committee of its board of directors.

No Cumulative VotingThe DGCL provides that stockholders are denieditiht to cumulate votes in the election of dicestunless the
company’s certificate of incorporation providesethise. PayPal's amended and restated certifidateorporation will not provide for
cumulative voting.

Undesignated Preferred StocKhe authority that PayPal's board of directorf passess to issue preferred stock could poténtial
used to discourage attempts by third parties tainlaontrol of PayPal through a merger, tenderrpffeoxy contest or otherwise by making
such attempts more difficult or more costly. Pajd®lbard of directors may be able to issue prefiestock with voting rights or conversion
rights that, if exercised, could adversely afféet voting power of the holders of common stock.
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Icahn Agreement

Certain of the provisions above, including under $bctions entitled “Interested Stockholder Prowsin the “Anti-Takeover Effects of
Various Provisions of Delaware Law and PayPal'sifleate of Incorporation and Bylaws” section ahe tsection entitled “Special
Stockholder Meetings” in the “Corporate Governaneettion, were designed to comply with the Icahmeggent. In addition, pursuant to the
Icahn Agreement, (i) the Icahn Group has agreexghéaified “standstill” restrictions for a certaiarpd of time, and (ii) PayPal will, among
other things, not have a “stockholder rights plemé&ffect at the time of the distribution and, littie conclusion of the standstill period, any
“stockholder rights plan” adopted by PayPal wilt have a threshold at or below 19.99% and will exffinot ratified by PayPa’stockholder
within 135 days of the plan taking effect.

Listing
PayPal has applied to have its common stock autbdifor listing on The NASDAQ Stock Market undee gymbol “PYPL.”

Sale of Unregistered Securities

On January 30, 2015, PayPal issued 1,000 sharssamimmon stock to eBay pursuant to Section 4{2he@ Securities Act. PayPal did
not register the issuance of the issued shares tiniel&ecurities Act because such issuances didamstitute public offerings.

Transfer Agent and Registrar

After the distribution, the transfer agent and s&gir for PayPal’s common stock will be Computershiizust Company, N.A.
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WHERE YOU CAN FIND MORE INFORMATION

PayPal has filed a registration statement on Fdrwith the SEC with respect to the shares of Pag®almon stock being distributed as
contemplated by this information statement. Thierimation statement is a part of, and does notaiorall of the information set forth in, the
registration statement and the exhibits and sclesduolthe registration statement. For further mfation with respect to PayPal and its comi
stock, please refer to the registration statemeciiyding its exhibits and schedules. Statementdenia this information statement relating to
any contract or other document filed as an exhibihe registration statement include the matéeiahs of such contract or other document.
However, such statements are not necessarily coenpled you should refer to the exhibits attacloetthe registration statement for copies of
the actual contract or document. You may reviewyof the registration statement, including ithibks and schedules, at the SEC’s public
reference room, located at 100 F Street, NE, Wastim D.C. 20549, by calling the SEC at 1-800-SB3@®as well as on the Internet website
maintained by the SEC at www.sec.gov. Informationtained on any website referenced in this infoiomastatement is not incorporated by
reference in this information statement.

As a result of the distribution, PayPal will becosubject to the information and reporting requirateef the Exchange Act and, in
accordance with the Exchange Act, will file perimdeports, proxy statements and other informatidh the SEC.

PayPal intends to furnish holders of its commomlstaith annual reports containing combined finahstatements prepared in
accordance with U.S. generally accepted accoumptimgiples and audited and reported on, with amiopi expressed, by an independent
registered public accounting firm.

You should rely only on the information containedhis information statement or to which this imf@tion statement has referred you.
PayPal has not authorized any person to providenyyhudifferent information or to make any reprefsgion not contained in this information
statement.
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Report of Independent Registered Public Accountingrirm
To the Board of Directors and Shareholders of elBay

In our opinion, the accompanying combined balamezts and the related combined statements of inaoihtemprehensive income, of equi
and of cash flows present fairly, in all materiedpects, the financial position of PayPal (the “@any”) at December 31, 2014 and
December 31, 2013, and the results of their opmratand their cash flows for each of the threesygathe period ended December 31, 2014 ir
conformity with accounting principles generally apted in the United States of America. In additiamgur opinion, the financial statement
schedule listed in the accompanying index predairty, in all material respects, the informatiogt $orth therein when read in conjunction v
the related combined financial statements. Themmiiial statements and financial statement schedalthe responsibility of the Company’s
management. Our responsibility is to express aniopion these financial statements and financééestent schedule based on our audits. We
conducted our audits of these statements in aceoedaith the standards of the Public Company ActingrOversight Board (United States).
Those standards require that we plan and perfoenatidit to obtain reasonable assurance about whéthénancial statements are free of
material misstatement. An audit includes examingrga test basis, evidence supporting the amoutsliaclosures in the financial stateme
assessing the accounting principles used and &igntfestimates made by management, and evaluagngverall financial statement
presentation. We believe that our audits providessonable basis for our opinion.

/sl PricewaterhouseCoopers LLP

San Jose, California
February 25, 2015
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ASSETS
Current asset:
Cash and cash equivalel
Shor-term investment
Accounts receivable, n
Loans and interest receivable,
Funds receivable and customer acco
Notes and receivable from affiliat
Other current asse
Total current asse

Long-term investment
Property and equipment, r
Goodwill

Intangible assets, n

Other asset

Total asset
LIABILITIES AND EQUITY

Current liabilities:
Accounts payabl

Funds payable and amounts due to custo

Notes and payable to affiliat

Accrued expenses and other current liabili

Income taxes payab
Total current liabilities
Long-term liabilities
Total liabilities

Commitments and contingencies (Note
Equity:

Accumulated other comprehensive income (li

Net parent investmel
Total equity
Total liabilities and equit

PayPal
COMBINED BALANCE SHEET

December 31 December 31
2014 2013
(In millions)
$ 2,201 $ 1,60¢

29 321

65 52

3,58¢ 2,78¢
10,61: 9,271
694 31C

37¢ 267
17,56¢ 14,62(
31 19¢€

922 85¢
3,18¢ 3,18’
15€ 25¢

54 41

$ 21,917 $ 19,16(
$ 11& $ 73
10,61: 9,271
1,09: 1,10
1,43¢ 771

28 37
13,28: 11,26:
38€ 50¢
13,66¢ 11,77(
11C (61)
8,13¢ 7,451
8,24¢ 7,39(

$ 21,917 $ 19,16(

The accompanying notes are an integral part okthembined financial statements.

F-3



Table of Contents

PayPal
COMBINED STATEMENT OF INCOME

Year Ended December 31

2014 2013 2012
(In millions)
Net revenue $8,028  $6,727  $5,66:
Operating expense
Transaction expens 2,17( 1,83¢ 1,51¢
Transaction and loan loss 64€ 502 36E
Customer support and operatic 1,05t 95C 814
Sales and marketir 99¢ 791 662
Product developmel 89C 727 677
General and administratiy 482 37¢ 34t
Depreciation and amortizatic 51€ 452 382
Restructuring — — 19
Total operating expens: 6,751 5,63¢ 4,78
Operating incom: 1,26¢ 1,091 88C
Other income (expense), r (7) (7) 11
Income before income tax 1,261 1,08¢ 891
Income tax expens 84z 12¢ 113
Net income $ 41¢ $ 958 $ 77¢E

The accompanying notes are an integral part oktbembined financial statements.

F-4



Table of Contents

PayPal
COMBINED STATEMENT OF COMPREHENSIVE INCOME

Year Ended December 31

2014 2013 2012
(In millions)
Net income $ 41¢ $ 95t $ 77¢
Other comprehensive income (loss), net of reclias$ibn adjustment:
Foreign currency translatic (42 11 6
Unrealized gains on investments, — — 2
Unrealized gains (losses) on hedging activities 217 (45) (204
Tax (expense) benefit on unrealized gains (losse$)edging activities, ni (4) 2 3
Other comprehensive income (loss), net of 171 (32 (93
Comprehensive incon $ 59C $ 92: $ 68t

The accompanying notes are an integral part oktbembined financial statements.
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PayPal
COMBINED STATEMENT OF EQUITY

Accumulated Other
Comprehensive Incom

Net Parent Investmen (Loss) Total Equity
(In millions)
Balances at December 31, 2( $ 5,181 $ 64 $ 5,24t
Net income 77¢ — 77¢
Net transfers from pare 251 — 251
Foreign currency translatic — 6 6
Unrealized gains on investments, — 2 2
Unrealized (losses) on hedging activities, — (1049 (109
Tax benefit on unrealized gains (losses) on
hedging activities, ne — 3 3
Balances at December 31, 2( $ 6,21( $ (29) $ 6,181
Net income 95k — 95¢
Net transfers from pare 28¢€ — 28¢
Foreign currency translatic — 11 11
Unrealized (losses) on hedging activities, — (45) (45)
Tax benefit on unrealized gains (losses) on
hedging activities, ne — 2 2
Balances at December 31, 2( $ 7,45 $ (62) $ 7,39
Net income 41¢ — 41¢
Net transfers from pare 26¢ — 26¢
Foreign currency translatic — (42 (42)
Unrealized gains on hedging activities, — 217 217
Tax expense on unrealized gains on hedging
activities, ne — (4) 4
Balances at December 31, 2C $ 8,13¢ $ 11C $  8,24¢

The accompanying notes are an integral part okthembined financial statements.
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PayPal
COMBINED STATEMENT OF CASH FLOWS

For Year Ended December 31

2014 2013 2012
(In millions)
Cash flows from operating activitie
Net income $ 41¢ $ 95E $ T77¢
Adjustments
Transaction and loan loss 64€ 502 36&
Depreciation and amortizatic 51€ 45¢ 382
Stocl-based compensatic 29¢ 252 20t
Deferred income taxe 68C 52 46
Excess tax benefits from stc-based compensatic (47) (76) (57
Changes in assets and liabiliti
Accounts receivabl (13 1 (20)
Notes and receivable from affiliates, | (24) 79 (77)
Other asset (39 (64) (163)
Accounts payabl 42 (13 1
Notes payable to affiliates, n 2 43 2C
Accrued expenses and other current liabili (300) (2393) (15)
Income taxes payable and other tax liabili 37 41 10C
Net cash provided by operating activit 2,22( 1,99: 1,56¢
Cash flows from investing activitie
Purchases of property and equipm (492) (397 (517
Changes in principal loans receivable, (1,029 (799 (740
Purchases of investmer (7€) (610 (265)
Maturities and sales of investme 40¢ 32C 18C
Acquisitions, net of cash acquir () (737) (22
Notes and receivable from affiliates, | (362) 484 (168
Net cash used in investing activiti (1,54¢€) (1,72)) (1,52€)
Cash flows from financing activitie
Excess tax benefits from st-based compensatic 41 7€ 57
Net transfers to pare (72) (28 ()]
Net (repayments) borrowings under financing arramgygs (22) (1393 2C
Banking deposits from affiliate — — (270
Funds receivable and customer accounts (1,339 (1,659 (4,090
Funds payable and amounts due to customer: 1,33t 1,65:¢ 4,09(
Net cash used in financing activiti (51) (85) (210
Effect of exchange rate changes on cash and casbaéts (26) 3 (1)
Net increase (decrease) in cash and cash equis 597 19C (172
Cash and cash equivalents at beginning of pe 1,60¢ 1,41¢ 1,58¢
Cash and cash equivalents at end of pe $ 2,201 $ 1,60 $1,41¢
Supplemental cash flow disclosur
Cash paid for intere: $ 19 $ 14 $ 12
Cash paid for income tax $ 47 $ 28 $ 38

The accompanying notes are an integral part oktbembined financial statements.
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PayPal
NOTES TO COMBINED FINANCIAL STATEMENTS

Note 1—Overview and Summary of Significant Accountig Policies
Overview and Organization

On September 30, 2014, eBay Inc. (“eBay”) annouriseidtent to separate its payments business'8aparation”) into an independent,
publicly-traded company (the “distribution”). Toammplish the distribution, in January 2015, eBasoiporated PayPal Holdings, Inc.
(“PayPal Holdings”). PayPal Holdings was formede$pln contemplation of the separation and therithistion, has not commenced operations
and has no liabilities or commitments. As of Ma8dh 2015, PayPal Holdings had no assets otherdéaminimis assets incidental to its
formation.

PayPal Holdings will ultimately become the pareinPayPal, Inc. and will hold directly or indirectiyl of the assets and liabilities associated
with PayPal, Inc. PayPal, Inc. was incorporateBétaware in March 1999. In 2002, PayPal, Inc. wegiaed by eBay. All of our operations
are conducted by PayPal, Inc. and its wholly owsgusidiaries.

These combined financial statements are compristteg@ayments business of eBay Inc., includingAdyinc. and certain other assets and
liabilities that have been historically held at #fay Inc. corporate level, but are specificallgritifiable and attributable to the payments
business. These combined financial statementsoflectively referred to as “PayPal”. Referencethiese combined financial statements to
“we,” “our,” “us,” “the Company” or “PayPal” refeio these combined entities.

To effect the separation, eBay will make a pro distribution of 100% of the outstanding commorcktof PayPal Holdings to eBay’s
stockholders. The distribution is subject to a nemif conditions, including, but not limited ton&l approval of the spin-off by the board of
both eBay Inc. and completion of the review of Ralyoldings’ Registration Statement on Form 10Mmy $ecurities and Exchange
Commission (the “SEC”). Immediately following thestlibution, eBay will no longer have an ownershiferest in PayPal Holdings or PayPal.
PayPal Holdings and eBay will enter into certaireggnents providing for the separation of the cormgsaand governing various relationships
between the companies post-separation.

We are a leading technology platform company thabées digital and mobile payments on behalf osoomers and merchants worldwide. We
strive to increase our relevance for consumersciaetts, friends and family to access and move theitey anywhere in the world, anytime,
on any platform and through any device (e.g., nrephiéblets, personal computers or wearables). \Wddqe safer and simpler ways for
businesses of all sizes to accept payments frorahmaat websites, mobile devices and applicationd amffline retail locations through a wi
range of payment solutions across our PaymentfoRtatincluding PayPal, PayPal Credit, Venmo andil8ree products.

We operate globally and in a rapidly evolving regaty environment characterized by a heightenedlaggry focus on all aspects of the
payments industry. Government regulation impacysdspects of our business, and we are subjecytdations that affect the payments
industry in the many countries in which we oper@tieanges in or non-compliance with laws and reguriat changes in the interpretation of
laws and regulations, and the enactment of new édlsregulations applicable to us could have a ma&tedverse impact on our business,
results of operations and financial condition. Hfere, we monitor these areas closely to ensutergpliant system for our customers who
depend on us.
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PayPal
NOTES TO COMBINED FINANCIAL STATEMENTS—(Continued)

Significant Accounting Policies
Basis of presentation and principles of combina

The accompanying combined financial statements haee prepared on a stand-alone basis and areddérom eBay’s consolidated financial
statements and records. The combined financiarsets reflect our financial position, results pémtions, and cash flows as we operated a
part of eBay prior to the distribution, in confotgnivith U.S. generally accepted accounting priresp‘U.S. GAAP”).

These combined financial statements include expeassociated with workplace resources and infooma&chnology that were previously
allocated to the Payments segment of eBay, andtj@ul expenses related to certain corporate fanst including senior management, legal,
human resources and finance. These expenses dlisddrallocations related to share based compensdthe expenses that have been
incurred by eBay are allocated to us based ontdissage or benefit where identifiable, with the agmder allocated on a pro rata basis of
revenue, headcount, or other systematic measureow&der the expense allocation methodology asulteto be reasonable for all periods
presented. The combined financial statements atdode certain assets and liabilities that havetically been held at the eBay corporate
level, but which are specifically identifiable aatfributable to us. The combined financial positi@sults of operations and cash flows of
PayPal may not be indicative of our results hacdeen a separate stand-alone entity during theqeepesented, nor are the results stated
herein indicative of what the Company’s financiasjbion, results of operations and cash flows mayntthe future. All intra-company
transactions and accounts have been eliminated.

The accompanying financial statements are comtanednclude the financial statements of PayPalcamdvholly and majority-owned
subsidiaries. Investments in entities where we hbléast a 20% ownership interest and have tHigyaoi exercise significant influence, but
not control, over the investee are accounted fmguthe equity method of accounting. For such itwests, our share of the investees’ results
of operations is included in other income (expense) and our investment balance is included igdt@mm investments. Investments in entities
where we hold less than a 20% ownership interesganerally accounted for using the cost methatobunting, and our share of the
investees’ results of operations is included ireofhcome (expense), net in our combined statewfdntome to the extent dividends are
received.

We have evaluated all subsequent events througih @015, the date the financial statements vesaglable to be issued. We have disclosec
material subsequent events in “Note 16—Subsequesitg.”

Use of estimates

The preparation of combined financial statementoinformity with U.S. GAAP requires management &k estimates and assumptions that
affect the reported amounts of assets and liaslind disclosure of contingent assets and ligisilét the date of the combined financial
statements and the reported amounts of revenuesxgetises, including allocations from eBay, duthrgreporting period. On an ongoing
basis, we evaluate our estimates, including thelsged to transaction and loan losses, legal coaticies, income taxes, revenue recognition,
stock-based compensation, goodwill and the rectwléyeof intangible assets. We base our estimatekhistorical experience and on various
other assumptions which we believe to be reasonatier the circumstances. Actual results coulcedfifom those estimates.

Cash and cash equivalents

Cash and cash equivalents are short-term, higilydiinvestments with original maturities of thmeenths or less when purchased and are
mainly comprised of bank deposits, certificatesl@bosit and commercial paper.
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Investment:

Short-term investments, which include time depaaits corporate debt securities with original maesiof greater than three months but less
than one year when purchased, are classified dslaleafor-sale and are reported at fair value gghre specific identification method.
Unrealized gains and losses are excluded fromregsrand reported as a component of other comprigleensome (loss), net of related
estimated tax provisions or benefits.

Long-term investments include corporate debt séeariequity method and cost method investmentbt Becurities are classified as available:
for-sale and are reported at fair value using ffexiic identification method. Unrealized gains doskes are excluded from earnings and
reported as a component of other comprehensivanadtoss), net of related estimated tax provismmisenefits.

We elect to account for certain assets underlyirgjamer accounts, including foreign-currency demat@d available-for-sale investments,
under the fair value option. The changes in falugaelated to initial measurement and subsequeanges in fair value are included in earn
as a component of other income (expense), net.

Our cost method investments consist of investmienpsivately held companies where we do not haeedathility to exercise significant
influence, or have control over the investee. Thegestments are recorded at cost and are subj@eriodic tests for other-than-temporary
impairment. Our equity method investments are itnaests in privately held companies where we haeetiility to exercise significant
influence, but not control, over the investee. Puaportionate share of the net income (loss) ofemuity method investments is recognized on
a one quarter lag as a component of other incorpe(ese), net in our combined statements of inc@wue.share of investees’ results of
operations is not significant for any period preedn

We assess whether an other-than-temporary impaido&sion our investments has occurred due tordesin fair value or other market
conditions. With respect to our debt securitieis #ssessment takes into account the severity amradiah of the decline in value, our intent to
sell the security, whether it is more likely thast we will be required to sell the security befoeeovery of its amortized cost basis, and
whether we expect to recover the entire amortized lsasis of the security (that is, whether a tleds exists).

Loans and interest receivable, 1

Loans and interest receivable, net primarily repnésonsumer receivables originated under PayRaliGronsumer accounts. The majority of
the loans on these accounts are originated bytagrathartered financial institution in the U.Sdare made to individual consumers in the
U.S. using PayPal Credit as a payment method ettiited Kingdom, loans on PayPal Credit consurneoants are currently originated by
our Luxembourg bank subsidiary.

The terms of our consumer relationships requirssibmit monthly bills to the consumer detailingrh repayment requirements. The terms
also allow us to charge the consumer interest @eslih certain circumstances. Due to the relatiseigll dollar amount of individual loans and
interest receivable, we do not require collateratheese balances.

In August 2013, ownership of substantially all loé existing PayPal Credit consumer accounts itUtle was transitioned from one partner
chartered financial institution to a new partneartéred financial institution. See “Note 8—Loansl &nterest Receivable, NetAs of Q4 2014
this partner financial institution owned all of thristing PayPal Credit consumer accounts in tl& Bs part of the arrangement with this new
partner financial institution, we sell a particijpat interest in the entire pool of consumer redeiga outstanding to this partner
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financial institution. We apply a control-orientdohancial-components approach and account foafset transfer as a sale and derecognize t
portion of the participation interest for which ¢an has been surrendered. We do not recognizes gaiitosses on the sale of the participation
interest as the carrying amount of the participatiderest sold approximates the fair value at tihgansfer. Participation interests that are
retained are included in loans and interest rebé@vand are accounted for at amortized cost, neh@llowance for loan losses. We maintain
the servicing rights for the entire pool of consumaeeivables outstanding and receive a fee apmatiag the fair value of servicing the assets
underlying the participation interest sold.

Allowance for loans and interest receiva

The allowance for loans and interest receivableasgnts management’s estimate of probable loskeseint in our PayPal Credit portfolio of
receivables. The evaluation process to assessléruacy of allowances is subject to numerous esrand judgments, primarily forecasted
principal balance delinquency rates (“roll rate&Rbll rates are the percentage of balances whichstimate will migrate from one stage of
delinquency to the next based on our historicabegpce, as well as external factors such as esihimnkruptcies and levels of
unemployment. Roll rates are applied to princigdhhbces for each stage of delinquency, from cute®80 days past due, in order to estimat
the principal loans which are probable to be chduafé Increases to the allowance for loans red#evare reflected as transaction and loan
losses in our combined financial statements. Tlesvahce for loss against the interest and feeswalske is primarily determined by applying
historical average customer account roll rateti¢éaterest receivable balance in each stage ofcquedncy to project the value of accounts that
are not collectible. Increases to the allowancerftarest and fees receivable are reflected aduction of net revenues in our combined
financial statements.

We charge off loan receivable balances in the montthich a customer balance becomes 180 daysdpasBankrupt accounts are chargec
within 60 days of receiving notification from tharikruptcy courts. Past due loans receivable coatio@accrue interest until such time as they
are charged off. Charge-offs that are recoveredem@rded as a reduction to our allowance for l@arsinterest receivable.

Customer accounts

We hold all customer balances (both in the U.S.iatetnationally) as direct claims against us whacé reflected on our combined balance
sheet as a liability classified as amounts duaustaeners. Further, various jurisdictions where RapPerates require us to hold eligible liquid
assets, as defined by the regulators in thesaljatiens, equal to at least 100% of the aggregateuat of all customer balances. Therefore, we
use the assets underlying the customer balanaasgbthese regulatory requirements and separdsslyify the assets as customer accounts i
our combined balance sheets. We do not comminglaghets underlying the customer balances witlocatg funds and separately maintain
these assets in interest and non-interest beaainky teposits, time deposits and government andcggaturities. We classify the assets
underlying the customer balances as current baséldeir purpose and availability to fulfill our dict obligation under amounts due to
customers.

Funds receivable and funds paya

Funds receivable and funds payable arise due ttntigerequired to clear transactions through exiepayment networks. When customers
fund their account using their bank account oregli¢trcard or debit card, or withdraw funds fromitiayPal account to their bank account or
through a debit card transaction, there is a alggseriod before the cash is received or settledally one to three business days for U.S.
transactions and generally up to five business fayisternational transactions.
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Allowance for negative customer balan

Negative customer balances occur primarily wheretlaee insufficient funds in a custor's PayPal account to cover charges applied for
Automated Clearing House (“ACH?”) returns, debitd#mansactions, chargebacks, nondelivery or uriaaty delivery of goods or services.
Negative balances can be cured by the customeddingfunds to the account, receiving paymentshiaugh bac-up funding sources. We
also utilize third party collection agents. For atdge customer balances that are not expected ¢otesl or otherwise collected, we provide an
allowance for uncollectible accounts. The allowaiscestimated based on known facts and circumssaiernal factors including our
experience with similar cases, and historical tseingolving collection and write-off patterns. Néiga customer balances are included in othe
current assets, net of the allowance. Adjustmentise allowance for negative customer balancesez@ded as a component of transactior
loan loss. The allowance for negative customerrzas was $118 million and $88 million at Decemter2d14 and 2013, respectively.

Property and equipmel

Property and equipment consists primarily of corapeguipment, software and website developmensglasid and buildings and leasehold
improvements. Property and equipment are statbi$tatrical cost less accumulated depreciation. Beption and amortization are computed
using the straight-line method over the estimatgful lives of the assets; generally, one to tlyesers for computer equipment and software,
including capitalized software and website develephtosts, three years for furniture and fixtutgsto thirty years for buildings and building
improvements, and the shorter of five years ott¢nen of the lease for leasehold improvements.

Goodwill and intangible assets

Goodwill is tested for impairment at a minimum enamnual basis. Goodwill is tested for impairmdrtha reporting unit level by first
performing a qualitative assessment to determinethdr it is more likely than not that the fair valof the reporting unit is less than its carn
value. If the reporting unit does not pass theitptdle assessment, then the reporting arddirrying value is compared to its fair value. Tdie
values of the reporting units are estimated ugicgre and market approaches. Goodwill is considenpdired if the carrying value of the
reporting unit exceeds its fair value. The discedrtash flow method, a form of the income approashs expected future operating results
a market participant discount rate. The market@gghr uses comparable company prices and othearglaformation generated by market
transactions (either publicly traded entities orgee and acquisitions) to develop pricing metrg¥¢ applied to historical and expected future
operating results of the reporting unit. Failurathieve these expected results, changes in tbeutisrate or market pricing metrics, may
cause a future impairment of goodwill at the rejpgrunit. We conducted our annual impairment tégfomdwill as of August 31, 2014 and
2013. We determined that no adjustment to the gayyalue of goodwill of our reporting unit was teed. As of December 31, 2014, we
determined that no events or circumstances fronuaug1, 2014 through December 31, 2014 indicatatiatiurther assessment was neces

Intangible assets consist of purchased custonterdis] user base, marketing related intangiblegldped technologies and other intangible
assets, including patents and contractual agresmiatangible assets are amortized over the pefiedtimated benefit using the straight-line
method and estimated useful lives ranging fromtoreight years. No significant residual value igneated for intangible assets.
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Impairment of lon-lived assets

We evaluate long-lived assets (including intangéssets) for impairment whenever events or chainggscumstances indicate that the
carrying amount of a long-lived asset may not loeverable. An asset is considered impaired ifarsying amount exceeds the future net cast
flow the asset is expected to generate.

Allowance for transaction loss:

We are exposed to transaction losses due to a@ditand other payment misuse as well as nonpeafuzenof and credit losses from sellers
who accept payments through PayPal. We establisfi@mance for estimated losses arising from prsiogscustomer transactions, such as
chargebacks for unauthorized credit card use andtraet-related chargebacks due to non-deliveryooflg or services, ACH returns, buyer
protection program claims, account takeovers, afnitadard overdrafts. This allowance representscaamulation of the estimated amounts
necessary to provide for transaction losses induaeeof the reporting date, including those foralkhive have not yet identified. The allowan
which involves the use of actuarial techniquespasitored monthly and is updated based on actaahsl data reported by our claims
processors and other actual data received. Theatlce is based on known facts and circumstandesnal factors including experience with
similar cases, historical trends involving losspawnt patterns, and the mix of transaction andtigsss. Additions to the allowance are
reflected as transaction and loan losses in oubgued statements of income. At both December 3142hd 2013, the allowance for
transaction losses totaled $48 million and is idetliin accrued expenses and other current liasiliti

Derivative instrument

We have significant international revenues andscdehominated in foreign currencies, subjectingoparations to foreign currency risk. We
enter into foreign currency exchange contractsdhatify as cash flow hedges, generally with masiof 18 months or less, to reduce the
volatility of cash flows primarily related to forasted revenue denominated in certain foreign caresnAll outstanding derivatives are
recognized on the balance sheet at fair value €ffleetive portion of the designated derivative’sngar loss is initially reported as a componen
of accumulated other comprehensive income (losg)sasubsequently reclassified into the finandialesnent line item in which the hedged
item is recorded in the period the forecasted aetisn affects earnings.

We also hedge our economic exposure to foreigrenayr denominated monetary assets and liabilitis fereign currency contracts. The
gains and losses on the foreign exchange coneaotsomically offset transaction gains and lossesestain foreign currency denominated
monetary assets and liabilities recognized in egiAccordingly, these outstanding non-designdegtvatives are recognized on the balance
sheet at fair value and changes in fair value ftlo@se contracts are recorded in other income (eg)enet in the combined statement of
income. Our hedging program is not designed oraipdrfor trading or speculative purposes.

Our derivative instruments expose us to credittasthe extent counterparties may be unable to thegerms of the agreements. We seek to

mitigate this risk by limiting counterparties to joafinancial institutions and by spreading th& deross several major financial institutions. In
addition, the potential risk of loss with one carparty resulting from this type of credit riskn®nitored on an ongoing basis. See “Note 6—
Derivative Instruments” for additional informatioelated to the derivative instruments.

Fair value of financial instrumen

Our financial assets and liabilities are valueshgsnarket prices on both active markets (Levelnt) lass active markets (Level 2). Level 1
instrument valuations are obtained from real-timetgs for transactions in active
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exchange markets involving identical assets. L@vabktrument valuations are obtained from readigilable pricing sources for comparable
instruments, identical instruments in less actiakats, or models using market observable inpugsoffDecember 31, 2014, and 2013 we did
not have any assets or liabilities requiring meaisiant at fair value without observable market vaklhat would require a high level of
judgment to determine fair value (Level 3). Oumficial instruments, including cash, cash equivaleadcounts receivable, loans and inte
receivable, funds receivable, certain customer @uisp accounts payable, and funds payable and amdua to customers are carried at cost,
which approximates their fair value due to the shemm maturity of these instruments.

Concentrations of risk

Our cash, cash equivalents, accounts receivalaesland interest receivable, and funds receivatleceastomer accounts are potentially sut
to concentration of credit risk. Cash, cash eqgeives and customer accounts are placed with finkimsigtutions that management believes are
of high credit quality. In addition, funds receil@lare generated primarily with financial instituts or credit card companies which
management believes are of high credit quality.ifVest our cash and cash equivalents and custorneuats in highly liquid, highly rated
instruments which are uninsured. From time to time may also have corporate deposit balances midim¢ial services institutions which
exceed the Federal Deposit Insurance CorporatieRIC") insurance limit of $250,000. As part of czash management process, we perform
periodic evaluations of the relative credit stagdifi these financial institutions. Our accountsereable are derived from revenue earned from
customers located in the U.S. and internation@llyr loans and interest receivable are derived piiyniaom consumer financing activities for
customers located in the U.S. As of December 3142® customer accounted for more than 10% of cedunts receivable or net loans
receivable. As of December 31, 2013, one custormmsuated for more than 13% of the net accountdvabke balance and no customer
accounted for more than 10% of net loans receivahleing the years ended December 31, 2014, 20d2@h2, no customer accounted for
more than 10% of net revenues. During the yearseieecember 31, 2014, 2013 and 2012, we earnedxapyately 29%, 32% and 33% of
revenue from customers on eBay’s Marketplacesqgolatf

Revenue recognitic

We earn net revenues primarily from fees chargesisbomers on the volume of activity processedutpinoour Payments Platform. Net
transaction revenues resulting from a payment ging transaction are recognized once the traogaisticomplete. Based on historical
experience, specified credits are made at the tawenue is recognized and recorded as a reducti@vénue. In certain circumstances, we ar
required to record payments to a customer as atieduo revenue. These payments to customers pghnmaiginate from certain customer
acquisition arrangements. Net revenues includedatepany revenue earned from eBay for payment psiiog services.

We also earn net revenues from other value addeitss, including interest and fees earned on &Rl Credit portfolio of loans receivable,
subscription fees, revenue share we earn throughgrahips and other services that we provide taconsumers and merchants.

Interest and fees earned on the PayPal Creditgtiortif loans receivable are computed and recoghised on contractual interest and fee
rates, and are net of any required reserves andiaatmn of deferred origination costs.

Net revenues earned from other value added seraireagcognized over the period services are paddrand when amounts are deemed t
fixed or determinable.
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Advertising expens

We expense the cost of producing advertisemertteditme production occurs and expense the castrmimunicating advertisements in the
period during which the advertising space or aietimused as sales and marketing expense. Ineguettising expenses are recognized baset
on the terms of the individual agreements, whialeiserally over the greater of the ratio of the banof impressions delivered over the total
number of contracted impressions, on a pay-pek-tasis, or on a straight-line basis over the teftine contract. Advertising expense totaled
$272 million, $176 million and $193 million for thears ended December 31, 2014, 2013, and 201z ataeely.

Internal use software and website development

Direct costs incurred to develop software for intgiuse and website development costs are capitiatind amortized over an estimated useful
life of one to three years and are recorded asede&iion and amortization. PayPal capitalized $2don and $146 million of internally
developed software and website development costhdoyears ended December 31, 2014 and 2013,atesgdg. Amortization expense of
previously capitalized amounts was $129 million7 $8illion and $91 million for the years ended Debem31, 2014, 2013 and 2012,
respectively. Costs related to the maintenancatefial use software and website development emstexpensed as incurred.

Defined contribution savings pla

We have a defined contribution savings plan inutfe. which qualifies under Section 401(k) of theeinal Revenue Code (the “Code”). Our
non U.S. employees are covered by other savings pxpenses related to our defined contributimmga plans are recorded when services
are rendered by our employees.

Stock-based compensation

Our employees are eligible to participate in eBagsity incentive plans. eBay issues two typedadksbased awards to our employees:
restricted stock units (including performance-basstricted stock units) and stock options. eBayarily issues restricted stock units. We
determine compensation expense associated witlictedtstock units based on the fair value of eBagmmon stock on the date of grant. We
determine compensation expense associated witk sfiions based on the estimated grant date fasevaethod using the Black-Scholes
valuation model. We generally recognize compensatipense using a straight-line amortization methaa the respective vesting period for
awards that are ultimately expected to vest. Adogty, stock-based compensation expense for 20043 2nd 2012 has been reduced for
estimated forfeitures. When estimating forfeitures,consider voluntary termination behavior of employees as well as trends of actual
option forfeitures.

Foreign currency

Most of our foreign subsidiaries use the local ency of their respective countries as their funlaurrency. Assets and liabilities are
translated at exchange rates prevailing at thenbalaheet dates. Revenues, costs and expensemnatated into U.S. dollars using daily
exchange rates. Gains and losses resulting frorrahslation of our combined balance sheet arerdedoas a component of accumulated othe
comprehensive income.

Gains and losses from foreign currency transactwasecognized as other income (expense), net.
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Income taxe

We account for income taxes using an asset aniitiyadpproach which requires the recognition ofda payable or refundable for the current
year and deferred tax liabilities and assets ferftiure tax consequences of events that havereeegnized in the financial statements or
returns. The measurement of current and deferseddsets and liabilities is based on provisionsnaicted tax laws; the effects of future
changes in tax laws or rates are not anticipafetedessary, the measurement of deferred tax d@ssetduced by the amount of any tax ben:
that are not expected to be realized based oradaibvidence. We report a liability for unrecognizax benefits resulting from uncertain tax
positions taken or expected to be taken in a taxmeWe recognize interest and penalties, if aehated to unrecognized tax benefits in incoms
tax expense.

Recent Accounting Pronouncements

In 2013, the Financial Accounting Standards BodrAGB”) issued new accounting guidance clarifyihg faccounting for the release of a
cumulative translation adjustment into net incontemwa parent either sells a part or all of its #reent in a foreign entity or no longer holds a
controlling financial interest in a subsidiary apgp of assets that is a nonprofit activity or aibass within a foreign entity. The new standard
was effective for fiscal years, and interim periedthin those fiscal years, beginning on or aftecBmber 15, 2013. The adoption of this
guidance did not have a material impact on oumiiie statements.

In 2013, the FASB issued new accounting guidanagfging the accounting for obligations resultirrgrh joint and several liability
arrangements for which the total amount under trengement is fixed at the reporting date. The smdard was effective for fiscal years,
and interim periods within those fiscal years, begig on or after December 15, 2013. The adoptfdhis guidance did not have a material
impact on our financial statements.

In 2013, the FASB issued new accounting guidangsir@g the presentation of certain unrecognizedinefits as reductions to deferred tax
assets rather than as liabilities in the combiredrize sheets when a net operating loss carryfdnassimilar tax loss, or a tax credit
carryforward exists. The new standard required adion a prospective basis in the first quarte2@f4. The adoption of this guidance did
have a material impact on our financial statements.

In 2014, the FASB issued new guidance related st\gown accounting. The new guidance provides aunimztientity with an option to apply
pushdown accounting in its separate financial statés upon occurrence of an event in which an aegabtains control of the acquired ent
The amendments are effective on November 18, 20B4adopted this guidance, as required, on Noverthe2014. The adoption of this
guidance did not have a material impact on oumiife statements.

In 2014, the FASB issued new accounting guidaniege to revenue recognition. This new standartreyilace all current U.S. GAAP
guidance on this topic and eliminate all industpecific guidance. The new revenue recognitionauie provides a unified model to detern
when and how revenue is recognized. The core jpisgs that a company should recognize revenuepictithe transfer of promised goods or
services to customers in an amount that refleetstimsideration for which the entity expects teebgtled in exchange for those goods or
services. This guidance will be effective beginnilaguary 1, 2017 and can be applied either retctisply to each period presented or as a
cumulativeeffect adjustment as of the date of adoption. Véeeanluating the impact and approach to adoptiilsgiw accounting guidance
our financial statements.
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Note 2—Business Combinations
2014 Acquisition and Divestiture Activity

There were no acquisitions or divestitures compl@ie2014.

2013 Acquisition and Divestiture Activity

In 2013, we completed three acquisitions, including

Braintree

We completed the acquisition of Braintree on Deognil®, 2013. We acquired Braintree to acceleray®&l&s growth in mobile payments for
total consideration of approximately $713 millimonsisting primarily of cash. The allocation of gheise consideration resulted in
approximately $126 million of intangible assetd, liabilities of approximately $16 million, and tral goodwill of $590 million, which was
adjusted by $13 million in 2014. We do not expemdwill to be deductible for income tax purposes.

We have included the financial results of Brainreeur combined financial statements from the dditgcquisition. Revenues and expenses
related to Braintree for the period ending Decen®ier2013 were not material.

Other

We completed two other acquisitions during 201 3afggregate purchase consideration of approximé&tedymillion, consisting primarily of
cash. The allocation of the purchase consideraésulted in net liabilities of approximately $1 laih, purchased intangible assets of
approximately $5 million and goodwill of approxirest $12 million. The combined financial statemeantdude the operating results of the
acquired businesses since the respective dathe atquisitions. Pro forma results of operationeht been presented because the effect of
the acquisitions was not material to our finanoéslults.

2012 Acquisition and Divestiture Activity

In 2012, we completed one acquisition for purclasesideration of approximately $10 million, conisigtprimarily of cash. The allocation of
the purchase consideration resulted in net liaddlibf approximately $1 million, purchased intatgiassets of $3 million and goodwill of $8
million. The combined financial statements incldlde operating results of the acquisition from théedf acquisition. Pro forma results of
operations have not been presented because tlot @fthis acquisition was not material to our camelol results of operations.

Note 3—Goodwill and Intangible Assets
Goodwill

The following table presents goodwill balances adplistments to those balances for the years endedriber 31, 2014 and 2013:

December 31 Goodwill Adjustments/ December 31 Goodwill Adjustments/ December 31
2012 Acquired Allocations 2013 Acquired Allocations 2014
(In millions)
Total Goodwill $ 2,58¢ $ 602 $ = $ 3,18i $ — $ 2 $ 3,18¢

The goodwill acquired in 2013 was due primarilytiie acquisition of Braintree.
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Intangible Assets

The components of identifiable intangible assetsaarfollows:

December 31, 201. December 31, 201
Weighted Weighted
Average Average
Gross Net Useful Gross Net Useful
Carrying Accumulated Carrying Life Carrying Accumulated Carrying Life
Amount Amortization Amount (Years) Amount Amortization Amount (Years)

(In millions, except years)
Intangible asset:

Customer lists and

user bas: $ 52C $ 477 $ 43 6 $ 52C $ (460) $ 60 6
Marketing relatec 181 (127 64 5 20¢ (83 12t 6
Developed

technologie: 167 (159 14 3 16¢ (13€) 33 3
All other 10E (70) 35 4 101 (61) 40 4

Intangible asset:
net $ 97¢ $ (817) $ 15€ $ 99¢ $ (740) $ 25¢

All identifiable intangible assets are subject maoatization and no significant residual value isreated for the intangible assets. Amortization
expense for intangible assets was $84 million,®#llon and $67 million for the years ended Decembi, 2014, 2013 and 2012, respectively

Expected future intangible asset amortization d3exfember 31, 2014 is as follows (in millions):

Fiscal years

2015 $ 70
2016 57
2017 13
2018 13
2019 3
Thereafter =

$15€

Note 4—Investments

At December 31, 2014 and 2013, the estimated &direvof our short-term and long-term investmerassified as available for sale, are as
follows:

December 31, 201.

Gross Gross Gross
Amortized Unrealized Unrealized Estimated
Cost Gains Losses Fair Value
(In millions)
Shor-term investments
Time Deposits $ 29 $ — $ — $ 29
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December 31, 201

Gross Gross Gross
Amortized Unrealized Unrealized Estimated
Cost Gains Losses Fair Value
(In millions)

Shor-term investments

Corporate debt securiti $ 321 $ — $ — $ 321
Long-term investments

Corporate debt securiti $ 50 — $ — $ 50

We had no material short-term and long-term investisithat have been in a continuous unrealizedplosision for greater than 12 months as
of December 31, 2014 and 2013. Amounts reclassifiehrnings from unrealized gains and losses netrenaterial in 2014 and 2013.

Equity and Cost Method Investments

We have made multiple equity and cost method imvests which are reported in long-term investmentsur combined balance sheet. As of
December 31, 2014 and 2013, our equity and codtodenhvestments totaled $31 million and $146 millicespectively. During 2014, we
entered an agreement to dissolve a joint ventusea fesult of the termination, we recorded an etha&n-temporary impairment loss in our
investment in the joint venture. Further, as p&the termination agreement, our obligation to cbote a portion of our business was
terminated. This termination resulted in a reductb our recognized liability related to this olatgpn. The impact of impairing our investment
and de-recognizing the corresponding obligatioth&joint venture was recorded as other incomeeapénse and was not material to our
results.

Note 5—Fair Value Measurement of Assets and Liabilies

The following table summarizes our financial assets liabilities measured at fair value on a raogrbasis as of December 31, 2014 and
2013:

Quoted Prices in

Active Markets for Significant Other
Balances at Identical Assets Observable Inputs
Description December 31, 201 (Level 1) (Level 2)
(In millions)
Assets:
Cash and cash equivale! $ 2,201 $ 2,201 $ —
Shor-term investments
Time deposit: 29 — 29
Total shor-term investment 29 — 29
Funds receivable and customer acco! 4,161 — 4,161
Derivatives 13E — 13E
Total financial assef $ 6,52¢ $ 2,201 $ 4,32¢
Liabilities:
Derivatives $ 7 $ — $ 7
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Quoted Prices in

Active Markets for Significant Other
Balances at Identical Assets Observable Inputs
Description December 31, 201 (Level 1) (Level 2)
(In millions)
Assets:
Cash and cash equivalel $ 1,60¢ $ 1,59¢ $ 1C
Shor-term investments
Corporate debt securitit 321 — 321
Total shor-term investment 321 — 321
Funds receivable and customer acco! 3,58 — 3,58
Derivatives 28 — 28
Long-term investments
Corporate debt securitit 50 — 50
Total lon¢-term investment 50 — 50
Total financial assel $ 5,59( $ 1,594 $ 3,99¢
Liabilities:
Derivatives $ 12C $ — $ 12C

Our financial assets and liabilities are valueshgsnarket prices on both active markets (levelnt) lass active markets (level 2). Level 1
instrument valuations are obtained from real-timetgs for transactions in active exchange marketving identical assets. Level 2
instrument valuations are obtained from readilyilatée pricing sources for comparable instrumeidisntical instruments in less active
markets, or models using market observable infits.majority of our derivative instruments are \ewsing pricing models that take into
account the contract terms as well as multiple impthere applicable, such as equity prices, inteeds yield curves, option volatility and
currency rates. Our derivative instruments are grilyyshort-term in nature, generally one montlone year in duration. Certain foreign
currency contracts designated as cash flow hedggshave a duration of up to 18 months. We did moehany transfers of financial
instruments between valuation levels during 201204r3. As of December 31, 2014 and 2013 we dichawé any assets or liabilities requiring
measurement at fair value without observable mar&ketes that would require a high level of judgmientdetermine fair value (Level 3).

Cash and cash equivalents are short-term, higiiydiinvestments with original or remaining matiestof three months or less when
purchased and are comprised primarily of bank depasad commercial paper. We had total funds red#é/and customer accounts of $10.6
billion and $9.3 billion as of December 31, 2014 2013, respectively, of which $4.2 billion and&8Billion, respectively, was invested
primarily in short-term investments. We elect ta@mt for certain customer accounts, includingifprecurrency denominated available-for-
sale investments, under the fair value option. tilamf the fair value option allows us to signé#ittly reduce the accounting asymmetry that
would otherwise arise when recognizing foreign exade gains and losses relating to available-far-isalestments and the corresponding
customer liabilities.

Our derivative instruments are valued using pricimgdels that take into account the contract tersnsell as multiple inputs where applicable,
such as equity prices, interest rate yield curgption volatility, and currency rates. Our derivatinstruments are primarily short-term in
nature, and are one month to eighteen months atidar We did not have any transfers of finanaiatiuments between valuation levels du
2014 or 2013.
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Note 6—Derivative Instruments
Summary of Derivative Instruments

Our primary objective in holding derivatives isregluce the volatility of earnings and cash flonsoagated with changes in foreign currency
exchange rates. Our derivatives expose us to aisklito the extent that our counterparties mayreble to meet the terms of the arrangemen
We seek to mitigate such risk by limiting our camfarties to, and by spreading the risk acrosspmfiancial institutions. In addition, the
potential risk of loss with any one counterpartyuléng from this type of credit risk is monitored an ongoing basis.

Foreign Exchange Contracts

We transact business in various foreign curreraigshave significant international revenues as agtiosts denominated in foreign curren:
which subjects us to foreign currency risk. We fagseign currency exchange contracts, generally wigtiurities of 18 months or less, to red
the volatility of cash flows primarily related torecasted revenues, expenses, assets and lishigr@minated in foreign currencies. The
objective of the foreign exchange contracts iseip Imitigate the risk that the U.S. dollar-equiveleash flows are not adversely affected by
changes in the applicable U.S. dollar/foreign aucyeexchange rate. For derivative instrumentsdhatdesignated as cash flow hedges, the
effective portion of the derivative’s gain or lasdnitially reported as a component of accumulaittter comprehensive income (loss) and
subsequently reclassified into earnings in the saeniod the forecasted transaction affects earnifigs ineffective portion of the unrealized
gains and losses on these contracts, if any, tsded immediately in earnings. We evaluate thecéffeness of our foreign exchange contracts
on a quarterly basis. We do not use any foreigiaxge contracts for trading purposes.

For our derivative instruments designated as dashtedges, the amounts recognized in earningterkta the ineffective portion were not
material in each of the periods presented, andidvaat exclude any component of the changes inviine of the derivative instruments from
the assessment of hedge effectiveness. As of Demre®ih 2014, we estimated that $113 million ofderivative gains related to our cash flow
hedges included in accumulated other compreheirsiaene will be reclassified into earnings withirethext 12 months.

Fair Value of Derivative Contracts

The fair value of our outstanding derivative ingtents as of December 31, 2014 and 2013 was asviollo

December 31 December 31
Balance Sheet Locatior 2014 2013
(In millions)
Derivative Assets:
Foreign exchange contracts designated as casthfidge: Other Current Asse’ $ 12¢ $ 15
Foreign exchange contracts not designated as rgedgin
instruments Other Current Asse' 7 13
Total derivative asse $ 13t $ 28
Derivative Liabilities:
Foreign exchange contracts designated as cashfdges Other Current Liabilitie $ 2 $ 10¢€
Foreign exchange contracts not designated as rgedgin
instruments Other Current Liabilitie: 5 14
Total derivative liabilities $ 7 $ 12(C
Total fair value of derivative instrumer $ 12¢ $ 92)
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Under the master netting agreements with the réispemounterparties to our foreign exchange cotdratbject to applicable requirements, we
are allowed to net settle transactions of the sgge with a single net amount payable by one partie other. However, we have elected to
present the derivative assets and derivative itsilon a gross basis in our balance sheet. A&oémber 31, 2014, the potential effect of
rights of set-off associated with the above foresgnhange contracts would be an offset to bothtsssl liabilities by $6 million, resulting in
net derivative assets of $129 million and net dgie liabilities of $1 million. We are not requit¢o pledge, nor are we entitled to receive (
collateral related to these derivative transactions

Effect of Derivative Contracts on Accumulated OtherComprehensive Income
The following tables summarize the activity of detive contracts that qualify for hedge accountisgpf December 31, 2014 and 2013, anc
impact of designated derivative instruments on axdated other comprehensive income for the yeate@December 31, 2014 and 2013:

Amount of gain (loss)
reclassified from

Amount of gain (loss) accumulated other
recognized in other comprehensive incom
December 31 comprehensive incom December 31
to net revenue
2013 (effective portion) (effective portion) 2014
(In millions)
Foreign exchange contracts
designated as cash flow hed; $ 91) 181 (36) $ 12€

Amount of gain (loss)
reclassified from

Amount of gain (loss) accumulated other
recognized in other comprehensive incom
December 31 comprehensive incom December 31
to net revenue
2012 (effective portion) (effective portion) 2013
(In millions)
Foreign exchange contracts
designated as cash flow hed; $ 4€) (49) (4 $ 91)

Effect of Derivative Contracts on Combined Statemets of Income

The following table provides the location in thedncial statements of the recognized gains or $osdated to our derivative instruments:

Year Ended December 31

2014 2013 2012
(In millions)
Foreign exchange contracts designated as castfidges recognized in net reven $ (36 $ @ $ 44
Foreign exchange contracts not designated as kaglihédges recognized in other income
(expense), ne &) 3 2
Total gain (loss) recognized from derivative coatsan the combined statement of
income $ (39 $ @ $ 46

Notional Amounts of Derivative Contracts

Derivative transactions are measured in termsehtitional amount, but this amount is not recomethe balance sheet and is not, when
viewed in isolation, a meaningful measure of tls& profile of the derivative
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instruments. The notional amount is generally xehanged, but is used only as the basis on whieldlue of foreign exchange payments
under these contracts is determined. The followatde provides the notional amounts of our outstapderivatives:

December 31

2014 2013

(In millions)
Foreign exchange contracts designated as casthfidges $1,59¢ $1,96:
Foreign exchange contracts not designated as hgdwtrument: 642 933
Total $2,24( $2,89¢

Note 7—Property and Equipment, Net

As of December 31

2014 2013
(In millions)
Property and equipment, net:

Computer equipment, software & website developraests $2,27¢ $1,92(
Land and buildings, including building improveme 162 162
Leasehold improvemen 18¢ 16¢€
Furniture and fixture 72 63
Development in progress and otl 164 92

2,862 2,40¢
Accumulated depreciatic (1,940 (1,545

$ 927 $ 85¢

Depreciation expense was $432 million in 2014, $3@8on in 2013 and $315 million in 2012.

Note 8—Loans and Interest Receivable, Net

Loans and interest receivable primarily represensamer receivables originated under PayPal Ceedisumer accounts. The majority of the
loans on these accounts are originated by a parhzetered financial institutions in the U.S. anel made to individual consumers in the U.S.
using PayPal Credit as a payment method. In theedidingdom, the loans on PayPal Credit consumesatts are currently originated by ¢
Luxembourg bank subsidiary. Although a partner @hed financial institution continues to own eaelyPal Credit consumer account in the
U.S., we own the related consumer receivable amdesmponsible for all servicing functions relatedhte customer accounts. In August 2013,
ownership of substantially all of the existing @mer accounts in the U.S. was transitioned fromparéner chartered financial institution to a
new partner chartered financial institution. AS@f 2014, this new partner financial institution @il of the existing PayPal Credit consumer
accounts in the U.S. As part of the arrangemerit this new chartered financial institution, we separticipation interest in the entire pool of
consumer receivables outstanding associated watRP#yPal Credit consumer accounts to this parimandial institution. We do not sell a
participating interest in loans on internationayPal Credit consumer accounts issued directly byLoxembourg bank subsidiary.

During 2014 and 2013, we purchased approximately Bilion and $4.1 billion, respectively, in comser receivables. As of December 31,
2014 and 2013, the total outstanding balance efftbol of consumer
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receivables was $3.7 billion, and $2.9 billion,pestively, of which we sold a participation intaresthe new chartered financial institution of
$163 million or 4.4% and $65 million or 2.2%, resfpeely. The chartered financial institution hasmecourse related to its participation inte
for failure of debtors to pay when due. The pgpttion interest held by the charted financial tnsiton has the same priority to the interests
held by us and is subject to the same credit, prapat, and interest rate risk associated withghis of consumer receivables.

Loans and interest receivable are reported at thegtanding principal balances, net of participainterest sold and pro-rata allowances,
including unamortized deferred origination costd astimated collectible interest and fees. We usenaumer’s FICO score, among other
measures, in evaluating the credit quality of amsuimer receivables. A FICO score is a type oficeetre that lenders use to assess an
applicant’s credit risk and whether to extend drdddividual FICO scores generally are obtainecheguarter the consumer has an outstandin
consumer receivable owned by PayPal Credit. Thghted average consumer FICO score related to ansland interest receivable balance
outstanding at December 31, 2014 was 687 comparé8a at December 31, 2013.

The following table presents the principal amouribans and interest receivable segmented by a F€&@e range:

As of December 31

2014 2013
(In millions)
> 760 $ 553 $ 454
68C-759 1,43¢ 1,13¢
60C-679 1,34¢ 1,05:
<599 341 265
Total $3,67i $2,91¢

The following tables presents the delinquency stafithe principal amount of loans and intereseéineable:

December 31, 201

(In millions)
Recorded Investmen
30-59 Day: 6C-89 Day: 90-180 Day: Total Past Total Financing > 90 Days and
Current Past Due Past Due Past Due Due Receivables Accruing
3,303 162 62 14¢ 374 3,67 14¢
December 31, 201
(In millions)
Recorded Investmen
30-59 Day: 6C-89 Day: 9C-180 Day: Total Past Total Principal > 90 Days and
Current Past Due Past Due Past Due Due Loan Receivablt Accruing
2,612 143 47 113 303 2,91t 11z

F-24



Table of Contents

PayPal
NOTES TO COMBINED FINANCIAL STATEMENTS—(Continued)

The following table summarizes the activity in #iwance for loans and interest receivable:

2014 2013
(In millions)
Balance as of January $ 14¢€ $ 101
Chargeoffs (297) (232)
Recoveries 28 14
Provisions 31¢ 263
Balance as of December $ 19t $ 14¢

During 2013, we launched a program working witthartered financial institution to offer working ¢t advances to select merchant sellers
in the U.S. We subsequently purchase the relatedhaet receivable from the chartered financialifagon. Under the program, participating
merchants can borrow a certain percentage of dmginal payment volume processed by PayPal andharged a fixed fee for the loan. In
2014, we have extended this program to a limitedlmr of international markets whereby we grant waylkcapital advances to merchants
directly through our Luxembourg bank subsidiargtoough other PayPal affiliates. The total net neatdle outstanding as of December 31,
2014 and 2013 was approximately $99 million and §dllion, respectively.

Note 9—Segment and Geographical Information

We determine operating segments based on how @fragerating decision maker manages the businmededing making operating
decisions, deciding how to allocate resources aatliating operating performance. Our chief opegatlacision-maker is our Chief Executive
Officer who reviews our operating results on a otidated basis. We operate in one segment anddraeeportable segment.

The following tables summarize the allocation df m¥enues and long-lived assets based on geography

Year Ended December 31

2014 2013 2012
(In millions)
Net revenues
u.s. $3,871 $3,24( $2,76:
United Kingdom 1,15¢ 94¢ 78¢
Rest of worlc 2,99: 2,53¢ 2,11(C
Total net revenue $8,02¢ $6,727 $5,66:

December 31

2014 2013
(In millions)
Long-lived assets
u.sS. $3,78¢ $3,82(
Internationa 401 38C
Total lon¢-lived asset: $4,18¢ $4,20(

Net revenues are attributed to U.S. and internatigaographies primarily based upon the countmyhith the merchant is located, or in-
case of a cross border transaction, may be earosdifoth countries in which the
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consumer and merchant each reside. Net revenussdefiom value added services are typically atteéduo the country in which either the
consumer or the merchant reside. Long-lived asgertbuted to the U.S. and international geographi®e based upon the country in which the
asset is located or owned.

Information regarding net revenues by major proslacid services for 2014, 2013 and 2012, is aswsllo

Year Ended December 31

2014 2013 2012
(In millions)

Transaction revenug $7,107 $5,99: $5,02¢

Other value added service 91¢€ 73E 634

Total net revenue $8,02¢ $6,727 $5,66:

Note 10—Commitments and Contingencies
Commitments

As of December 31, 2014, approximately $20.2 billad unused credit was available to PayPal Crextibant holders. While this amount
represents the total unused credit available, we hat experienced, and do not anticipate, thaifalur PayPal Credit account holders will
access their entire available credit at any givaintgn time. In addition, the individual lines ofedit that make up this unused credit are sul
to periodic review and termination by the chartdirdncial institutions that are the issuer of Paly®redit products based on, among other
things, account usage and customer creditworthiness

In June 2014, we agreed, subject to certain camditithat we, one of our affiliates or a third parartner will purchase a portfolio of consumer
loan receivables relating to the customer accaaniging out of our current credit program agreemvétit Synchrony (formerly GE Capital
Retail Bank) for a price based on the book valuthefconsumer loan receivables portfolio at thetofhthe purchase (expected to be fourth
quarter of 2016), subject to certain adjustmentsextlusions. As of December 31, 2014, Synchromyehaet receivables portfolio under the
credit program agreement of approximately $1.5duill

Lease Arrangements

We have lease obligations under certain noncanleetgderating leases. Future minimum rental paymemder noncancelable operating leases
at December 31, 2014, are as follows:

Operating
Leases

(In millions)

2015 $ 33
2016 31
2017 28
2018 26
2019 17
Thereaftel 24
Total minimum lease paymer $ 15¢

Rent expense for the years ended December 31, 2013,and 2012 totaled $43 million, $44 million &8P million, respectively. The future
minimum lease payments include the minimum commitsiéor facilities occupied by PayPal.
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Litigation and Regulatory Matters
Overview

We are involved in legal and regulatory proceedioiggn ongoing basis. Many of these proceedingmararly stages, and may seek an
indeterminate amount of damages. If we believedHass arising from such matters is probable @mibe reasonably estimated, we accrue th
estimated liability in our financial statementsoifly a range of estimated losses can be determivedccrue an amount within the range that,
in our judgment, reflects the most likely outcorfigione of the estimates within that range is advegstimate than any other amount, we ac
the low end of the range. For those proceedingghich an unfavorable outcome is reasonably possiliienot probable, we have disclosed an
estimate of the reasonably possible loss or rahfgsses or we have concluded that an estimatieeofedasonably possible loss or range arising
directly from the proceeding (i.e., monetary dansagieamounts paid in judgment or settlement) atenaterial. If we cannot estimate the
probable or reasonably possible loss or rangessEl® arising from a legal proceeding, we haveatied that fact. In assessing the materiality
of a legal proceeding, we evaluate, among othe¢offacthe amount of monetary damages claimed, #swéhe potential impact of non-
monetary remedies sought by plaintiffs (e.g., infive relief) that may require us to change ouiitess practices in a manner that could ha
material adverse impact on our business. With tgpahe matters disclosed in this Note 10, weusable to estimate the possible loss or
range of losses that could potentially result fittve application of such non-monetary remedies.

Amounts accrued for legal and regulatory proceesifogwhich we believe a loss is probable werematerial for the year ended

December 31, 2014. Except as otherwise noted éopitbceedings described in this Note 10, we haweladed, based on currently available
information, that reasonably possible losses ayidirectly from the proceedings (i.e., monetary dges or amounts paid in judgment or
settlement) in excess of our recorded accrualalapenot material. However, legal and regulatoncpedings are inherently unpredictable anc
subject to significant uncertainties. If one or maratters were resolved against us in a reporténigg for amounts in excess of management’
expectations, the impact on our operating resulfgiancial condition for that reporting period ddibe material.

Regulatory Proceedings

We routinely report to the U.S. Department of tmeaBury’s Office of Foreign Assets Control (“OFA@HN) payments we have rejected or
blocked pursuant to OFAC sanctions regulationsamdny possible violations of those regulations.Wiee cooperated with OFAC in recent
years regarding our review process over transaatienmitoring and have sereported a large number of small dollar amounmidaations that
could possibly be in violation of OFAC sanctionguiations. Beginning in September 2014, we havaged in settlement discussions with
OFAC regarding the possible violations arising froar practices between 2009 and 2013 as a resuwlhich we have accrued reserves we
believe are adequate to cover any findings of timfa In addition, we continue to cooperate withAQFregarding more recent self-reported
transactions that could also possibly be in violathf OFAC sanctions regulations. Such self-rembitensactions could result in claims or
actions against us including litigation, injunctiolamage awards or require us to change our lssspractices that could result in a material
loss, require significant management time, resulhe diversion of significant operational resosroe otherwise harm our business.

On August 7, 2013 and January 13, 2014, eBay, Payzcertain wholly owned subsidiaries of Payleakived Civil Investigative Demands
(“CIDs”) from the Consumer Financial Protection Bau (“CFPB”) requesting that we provide testimgmpduce documents and provide
information relating primarily to the acquisitiomanagement, and operation of our PayPal Creditystsdincluding online credit products and
services, advertising, loan origination, custon@yussition, servicing, debt collection, and comptaihandling
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practices. The CIDs could lead to an enforcemetiraand/or one or more significant consent ordetsch may result in substantial costs,
including legal fees, fines, penalties and reméatiatxpenses. We are cooperating with the CFPBmmection with the CIDs and exploring
whether we may be able to resolve these inquiResolution of these inquiries could require us akenmonetary payments to certain
customers, pay fines and/or change the mannerichwire operate the PayPal Credit products, whiehdcadversely affect our financial
results and results of operations.

General Matters

Other third parties have from time to time claimadd others may claim in the future, that we hafenged their intellectual property rights.
We are subject to patent disputes, and expectbatill increasingly be subject to additional pat@fringement claims involving various
aspects of our business as our products and semacginue to expand in scope and complexity. $lmims may be brought directly or
indirectly against our companies and/or againstooistomers (who may be entitled to contractualimuiécation under their contracts with u
and we are subject to increased exposure to saghschs a result of our recent acquisitions, paletity in cases where we are entering into
new lines of business in connection with such aitions. We have in the past been forced to liggatch claims, and we believe that additi
lawsuits alleging such claims will be filed agaiost Intellectual property claims, whether meritos or not, are time consuming and costly to
defend and resolve, could require expensive chaingas methods of doing business or could requ&réo enter into costly royalty or licens
agreements on unfavorable terms.

From time to time, we are involved in other dispube regulatory inquiries that arise in the ordynewurse of business, including suits by our
customers (individually or as class actions) aliggamong other things, improper disclosure ofgiges, rules or policies, that our practices,
prices, rules, policies or customer/user agreemaalate applicable law or that we have acted uhfaind/or not acted in conformity with such
prices, rules, policies or agreements. In additiothese types of disputes and regulatory inqyidas operations are also subject to regulatory
and/or legal review and/or challenges that tenefiect the increasing global regulatory focus tdak the payments industry is subject and,
when taken as a whole with other regulatory andlative action, such actions could result in tim@osition of costly new compliance burdens
on our business and customers and may lead tcaseaecosts and decreased transaction volume agwue\Further, the number and
significance of these disputes and inquiries ateemsing as our company has grown larger, our bssihas expanded in scope (both in terms
of the range of products and services that we afifier our geographical operations) and our prodaradsservices have increased in complexity
Any claims or regulatory actions against us, whetheritorious or not, could be time consuming, heisucostly litigation, damage awards
(including statutory damages for certain causesctibn in certain jurisdictions), injunctive relief increased costs of doing business through
adverse judgment or settlement, require us to ahang business practices in expensive ways, regigraficant amounts of management time.
result in the diversion of significant operationasources or otherwise harm our business.

Indemnification Provisions

In the ordinary course of business, we includetéohindemnification provisions in certain of our@gments with parties with whom we have
commercial relations, including our standard mankgtpromotions, and application-programming-iraet license agreements. Under these
contracts, we generally indemnify, hold harmlessl agree to reimburse the indemnified party fosésssuffered or incurred by the
indemnified party in connection with claims by ahird party with respect to our domain names, tnaalds, logos, and other branding
elements to the extent that such marks are appditatour performance under the subject agreenmeatlimited number of agreements, we
have provided an indemnity for other types of thpedty claims, which
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are indemnities mainly related to intellectual prdp rights. We have also provided an indemnitguo payments processors in the event of
certain third-party claims or card association iagainst the processor arising out of conductshgrwour customers. It is not possible to
determine the maximum potential loss under thedenmification provisions due to our limited histarfyprior indemnification claims and the
unique facts and circumstances involved in eactiqoder provision. To date, no significant costyédoeen incurred, either individually or
collectively, in connection with our indemnificatigrovisions.

Off-Balance Sheet Arrangements

As of December 31, 2014 and 2013, we had no ofifizad sheet arrangements that have, or are reagdikabl to have, a current or future
material effect on our combined financial conditiogsults of operations, liquidity, capital expeandés or capital resources.

eBay Inc. has a cash pooling arrangement withanfiral institution for cash management purposesp#tcipate in this arrangement, which
allows for cash withdrawals from this financialtihgtion based upon eBay’s aggregate operating bakinces within the same financial
institution (“Aggregate Cash Deposits”). This agament also allows eBay to withdraw amounts excegtlie Aggregate Cash Deposits up tc
an agreed-upon limit. The net balance of the wildds and the Aggregate Cash Deposits is usededjndincial institution as a basis for
calculating eBay’s net interest expense or incolseof December 31, 2014, we had $1.6 billion relgtio cash held in this pooling
arrangement.

Note 11—Related Party Transactions

In August 2009, we entered into a two-way Cash Mengent and Zero Balance Cash Sharing Agreemensk‘Sharing Agreement”)
with eBay in which our excess U.S. funds are swegBay on a daily basis. The main purpose of thehCSharing Agreement is to implement
a centralized cash management structure to eftdgtmanage U.S. Dollar cash, to leverage adminig&&fficiencies, and to centralize the
investment/borrowing of cash and settlement of plegand receivables at the eBay level. Since #ghGharing Agreement is two-way, we
can receive funds back from eBay as needed. Theeeahed on funds lent to eBay is the average HHI)R USD 1-month rate plus 20 basis
points. The balance due from eBay and reportediesiand receivable from affiliates in our combibathnce sheet was $559 million and
$178 million at December 31, 2014 and 2013, resgalgt Interest income earned on the arrangemestreorted in other income (expense),
net but was not material in any period presented.

In November 2008, we entered into an intercompaan lagreement with eBay in which the acquisitionegkivables related to PayPal
Credit accounts are funded through eBay’s exidiimgncing arrangements at an interest rate of laR&61.4% for December 31, 2014 and
2013, respectively. At December 31, 2014 and Deeergb, 2013, the loan balance included in notespaydble to affiliates in our combined
balance sheet was $809 million and $850 milliospeetively. The interest expense incurred duriegygar ended December 31, 2014, 2013
and 2012 was $11 million, $11 million and $9 miflicespectively.

In May 2012, we entered into an intercompany logne@ement with eBay whereby we loaned eBay $36anildit an interest rate of
0.6% per annum during the term of the loan. Thae lwas repaid on September, 2014. Interest incomme=dan the arrangement was reported
in other income (expense), net but was not materiahy period presented.

In September 2014, we entered into an intercomfty agreement with eBay whereby we borrowed 13llomiBrazilian Real for one
year at an interest rate of 11% plus spread 0.5%m&um during the term of the loan. The loan edu® fund our installment paymel
product in Brazil. At December 31, 2014 the loan
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balance included in notes and payable to affiliadesur combined balance sheet was $56 million. ifiterest expense incurred during the yeal
ended December 31, 2014 was $2 million and is degduin other income (expense), net.

In September 2014, we entered into an intercomfizaty agreement with eBay whereby we borrowed $1fomifrom eBay for 6
months at an interest rate of 1.2% per annum. @& is included in notes and payable to affilimeour combined balance sheet in 2014.
Interest income earned on the arrangement wastespior other income (expense), net but was notmahta any period presented.

In October 2014, we entered into an intercompaan lgreement with eBay whereby we loaned eBay S80mindian Rupee for 6
months at an interest rate of 9.4% per annum. Benbe due from eBay and reported in notes andvadde from affiliates in our combined
balance sheet was $9 million at December 31, 20idrest income earned on the arrangement wasteebior other income (expense), net but
was not material in the periods presented.

In December 2014, we entered into an intercompaay hgreement with eBay whereby we loaned eBay8lion Indian Rupee for 6
months at an interest rate of 9.0% per annum. Bhenbe due from eBay and reported in notes andvidde from affiliates in our combined
balance sheet was $8 million at December 31, 2tdrest income earned on the arrangement wastegpior other income (expense) but was
not material during the periods presented.

All other contracts with related parties are atsaand terms that we believe are comparable withetthat could be entered into with
independent third parties. There were no other nahielated party transactions in the periods @nésd. As of December 31, 2014, there were
no other material amounts payable to or amountsivrable from related parties. Post separation, Wenw longer participate in cash
management and intercompany funding arrangemettisaBiay.

Net revenues include $113 million, $92 million &84 million earned from eBay and its subsidiarm@stfie years ended December 31,
2014, 2013 and 2012, respectively.

We recover costs from eBay relating to custometgaton programs offered on qualifying eBay pur@sasmade with PayPal. These ¢
include the actual transaction losses associatddonstomer filed claims as well as an allocatibeadary related expenses for customer
support teams working on customer claims and désprdlated to on eBay purchases. Recoveries agsbeigh transaction losses incurred on
eligible eBay purchases during the years endedmeee31, 2014, 2013 and 2012 were $43 million, 1®Bon and $36 million, respectively,
which were recorded as a reduction to transactiohi@an loss. Other costs recovered from eBayeaelad the customer protection program for
the years ended December 31, 2014, 2013 and 2@t2,$22 million, $19 million and $17 million, respieely, and are included as a reduc
to customer support and operations and generahdmihistrative expenses in our combined statemfeintome.

We incur user acquisition fees from eBay on paymehime which we process from purchases made oy'eBkatform. User
acquisition fees for the years ended December@14,2013 and 2012, were $119 million, $109 milliand $95 million, respectively, and are
included within sales and marketing.

These combined financial statements include expeassociated with workplace resources and infooma&chnology that were
previously allocated to the Payments segment ofe@ad, additional expenses related to certainaraip functions, including senior
management, legal, human resources and financeehenses also include allocations related te sfesed compensation. The expenses
that have been allocated to us by eBay are basddent usage or benefit where identifiable, wiik temainder allocated on a pro rata basis c
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revenue, headcount, or other systematic measureow&der the expense allocation methodology asulteto be reasonable for all periods
presented. The corporate costs and allocationméreses to us from eBay included within customepettand operations, sales and marke
product development, and general and administratipenses were $443 million, $410 million and $8¥lon for the years ended
December 31, 2014, 2013 and 2012, respectivelyhath $207 million, $183 million and $168 millionere included in general and
administrative expenses.

Note 12—Stock-Based and Employee Savings Plans
Equity Incentive Plans

eBay has equity incentive plans under which it tgaguity awards, including stock options, restdcstock units, performandmsed restricte
stock units and performance share units, to ogctbrs, officers and employees. At December 31426Bay had 720 million shares
authorized under its equity incentive plans andrifon shares were available for future grant.

Stock options granted under these plans generediy32.5% six months from the date of grant (or 26f% year from the date of grant for
grants to new employees) with the remainder vesttragrate of 2.08% per month thereafter, and gdlgexpire seven to ten years from the
date of grant. The cost of stock options is deteeatiusing the Black-Scholes option pricing modeltendate of grant.

Restricted stock units granted under eBagquity incentive plans generally vest in equaluah installments over a period of three to fivang
are subject to the employees’ continuing serviagstand do not have an expiration date. The caststficted stock units is determined using
the fair value of eBay’s common stock on the gdate.

Certain of our executives are eligible to receieefgrmance-based restricted stock units. The numbesstricted stock units ultimately
received depends on eBayjusiness performance against specified perforentangets set by the Compensation Committee. Ipénormanc:
criteria are satisfied, the performance-basedicgstr stock units are granted, with one-half of ghent vesting in March following the end of
the performance period and the remaining one-fesfing one year later.

Employee Stock Purchase Plan

Prior to the distribution, eligible employees maytiripate in eBay’s employee stock purchase plarder this plan, shares of eBay common
stock may be purchased over an offering period withaximum duration of two years at 85% of the lIoafethe fair market value on the first
day of the applicable offering period or on the ey of the six-month purchase period. Employeag purchase shares having a value not
exceeding 10% of their gross compensation duringféeming period but not more than the statutonyitation of $25,000 per year. The total
shares of eBay common stock purchased for the pealsd December 31, 2014, 2013, 2012 our emplgyuerebased were approximately
1.5 million shares of eBay common stock at an ayepurchase price of $42.16, 1.7 million sharemaiverage price of $35.29, and

1.8 million shares at an average price of $25.88pectively.

Employee Saving Plans

eBay has a savings plan, which qualifies underi@ed01(k) of the Code. Participating employees maytribute up to 50% of their eligible
compensation, but not more than statutory limits2014, 2013 and 2012, we contributed one dollaeézh dollar a participant contributed,
with a maximum contribution of 4% of each
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employee’s salary, subject to a maximum employaetrdaution of, $10,400, $10,200 and $10,000 respelgt, per employee. Our non U.S.

employees are covered by other savings plansheoydars ended December 31, 2014, 2013 and 2@ &atching contribution expense was
approximately $37 million, $35 million and $31 riol, respectively.

Stock Option Activity

The following table summarizes stock option acyiwt our employees under eBay’s equity incentivanplas of and for the year ended
December 31, 2014:

Weighted
Weighted Average
Average Remaining
Exercise Contractual Aggregate
Shares Price Term (Years) Intrinsic Value
(In thousands, except per share amounts and year
Outstanding at January 1, 2014 4,27¢ $ 25.97 — —
Granted and assum: 592 $ 54.5¢ — —
Exercisec (1,849 $ 23.4¢ — —
Forfeited/expired/cancele (609 $ 38.4: — —
Outstanding at December 31, 201 2,40¢ $ 33.3¢ 4.5% $ 55,05t
Expected to ves 2,28¢ $ 32.7¢ 4.4¢ $  53,36¢
Options exercisabl 1,33: $ 29.5¢ 3.3t $  35,35¢

The weighted average grant date fair value of ogtigranted to our employees during the years 22013 and 2012 was $13.38, $14.90 and
$11.09 respectively. The aggregate intrinsic vaas calculated as the difference between the eseeprice of the underlying awards and the
guoted price of eBay’s common stock. During therg@®14, 2013 and 2012, the aggregate intrinsigevaf options exercised under equity
incentive plans was $57 million, $97 million andd®1million, respectively, determined as of the dz#teption exercise. At December 31, 2(
2.4 million options were in-the-money.

Restricted Stock Units Activity and Performance Basd Restricted Stock Units Activity

A summary of the status of restricted stock unitsted to our employees (including performance-thasstricted stock units that have been
earned) under eBay’s equity incentive plans asexfdinber 31, 2014 and changes during the year éeleember 31, 2014 are presented
below:

Weighted Average

Grant-Date

Fair Value

Units (per share)

(In thousands, except per share amount:
Outstanding at January 1, 2014 12,87- $ 42.0¢
Awarded and assum 9,12¢ $ 54.5(
Vested (5,19¢) $ 41.4¢
Forfeited (2,08%) $ 48.2¢
Outstanding at December 31, 2014 14,71¢ $ 51.1(C

Expected to vest at December 31, 2 12,64« —

During the years 2014, 2013 and 2012, the aggregiabesic value of restricted stock units vestedier equity incentive plans was $292
million, $303 million and $242 million, respectiyel
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Stock-Based Compensation Expense

We are charged by eBay for stock-based compensatioense related to our direct employees. eBaychlames us for the allocated costs of
certain employees of eBay (including stock-basedpensation) who provide general and administra@rgices on our behalf. Information
included in this note is strictly limited to stoblased compensation associated with employees witedlicated to PayPal. See “Note 11—
Related Party Transactions” for total costs alledab us by eBay.

The impact on our results of operations of recayditock-based compensation expense for years éetmber 31, 2014, 2013 and 2012 wa
as follows:

Year Ended December 31

2014 2013 2012
(In millions)
Customer support and operatic $ 63 $ 74 $ 49
Sales and marketir 55 46 43
Product developmel 10¢ 87 60
General and administrati 55 27 38
Total stocl-based compensation expel $ 282 $ 234 $ 19C

As of December 31, 2014, there was approximateli $8illion of unearned stock-based compensatiamestd to be expensed from 2015
through 2018. If there are any modifications oraadlations of the underlying unvested awards, wg brarequired to accelerate, increase or
cancel all or a portion of the remaining unearrtedisbased compensation expense. Future uneammadisised compensation will increase tc
the extent we grant additional equity awards, ckahg mix of grants between stock options andiogstt stock units or assume unvested
equity awards in connection with acquisitions. Tetack-based compensation costs included in dgga@thsoftware costs was $10 million, $10
million, and $12 million, respectively, for the ysanded December 31, 2014, 2013, and 2012.

Stock Option Valuation Assumptions

We calculated the fair value of each option awardhe date of grant using the Black-Scholes optigcing model. The following weighted
average assumptions were used for the years engleghiber 31, 2014, 2013 and 2012:

Year Ended December 31

2014 2013 2012
Risk-free interest rate 1.2% 0.€% 0.7%
Expected life (in years 4.1 4.1 4.C
Dividend yield — % — % — %
Expected volatility 29% 34% 38%

Our computation of expected volatility was basecdi@ombination of historical and market-based iegpliolatility from traded options on
eBay’s stock. The computation of expected life @etermined based on historical experience of simaikeards, giving consideration to the
contractual terms of the stock-based awards, \@stihedules, and expectations of future employbavier. The interest rate for periods
within the contractual life of the award is basedtioe U.S. Treasury yield curve in effect at timeetiof grant.
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Note 13—Income Taxes

We are a member of the eBay consolidated groupantl.S. taxable income is included in the consaéd U.S. federal income tax return of
eBay as well as in returns filed by eBay with darstate and local taxing jurisdictions. Our foreigcome tax returns are filed on a separate
company basis. Our income tax liability has beemmated and presented herein under the “separate neiethod,” as if we were a separate
tax paying entity, as modified by the benefitsHfass approach. Accordingly, the operating lossesather tax attributes are characterized as
utilized when those attributes have been utilizedther members of the eBay consolidated group;evew the benefits-fdiess approach dor
not impact our tax expense. Federal and state iadawres incurred are remitted to eBay pursuant#x aharing agreement between the
companies.

The components of pretax income (loss) are asvislin millions):

Year Ended December 31

2014 2013 2012
United States $ (11)) $ 3 $ 12
Internationa 1,37 1,081 87¢

$ 1,261 $ 1,08« $ 891

The provision for income taxes is composed of dlleding (in millions):

Year Ended December 31

2014 2013 2012
Current:
Federa $ 9 $ 45 $ 23
State and loce 13 2 —
Foreign 59 30 44
$ 16z $ 77 $ 67
Deferred:
Federa $ 69¢ $ 72 $ 45
State and loce 3 (©)] 2
Foreign (16) (17) ()
68C 52 46
$ 84z $ 12¢ $ 11z
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The difference between the actual provision foome taxes and the provision computed by applyiegé¢deral statutory rate of 35% to
income before income taxes is primarily the restiforeign income taxed at different rates andaberual of U.S. income tax on undistributed
foreign profits previously reinvested indefiniteljhe following is a reconciliation of the differembetween the actual provision for income
taxes and the provision computed by applying therfa statutory rate.

Year Ended December 31

2014 2013 2012
Provision computed at federal statutory rate 35.(% 35.(% 35.(%
State taxes, net of federal ben 0.8% (0.1)% 0.2%
Foreign income taxed at different ra (22.2% (22.60% (23.)%
Prior year foreign earnings no longer considerel@fimitely reinveste: 50.8% — % — %
Stock based compensati 1.5% 1.1% (0.9%
Tax credits (0.89% (1.9% 0.1%
Change in valuation allowanc — % (0.9% — %
Other 1.7% 0.1% 0.8%
Effective income tax rat 66.£% 11.% 12.7%

Deferred tax assets and liabilities are recognfeethe future tax consequences of differences betwvithe carrying amounts of assets and
liabilities and their respective tax bases usingcéed tax rates in effect for the year in whichdfféerences are expected to reverse. Significan
deferred tax assets and liabilities consist offtlewing (in millions):

December 31

2014 2013
Deferred tax assets

Net operating loss and credit carryforwa $ 42 $ 7€
Accruals and allowance 13¢ 10z
Stocl-based compensatic 60 45
Net unrealized (gains) loss 8 3
Total deferred tax asse 24¢ 22€
Valuation allowanct (8) (8
Net deferred tax asse $ 24C $ 21¢

Deferred tax liabilities:
Unremitted foreign earning $ (88€) $ (143
Fixed assets and other intangit (147 (229
Acquired intangible: (53 (99
Net unrealized losses (gair (1) (5)
Total deferred tax liabilitie (1,08)) (379
Net deferred tax assets (liabilitie $ (84)) $ (159

As of December 31, 2014 and 2013, current defame@ssets of $2 million and $24 million, respeeljy are included as a component of othe
current assets in our combined balance sheet. Beoémber 31, 2014 and 2013, long-term deferredsarts of $10 million and $7 million,
respectively, are included as a component of cibsets.
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As of December 31, 2014, a current deferred tdiliig of $708 million is included as a componefitaacrued expenses and other current
liabilities. As of December 31, 2014 and 2013, ltegn deferred tax liabilities of $145 million and&! million, respectively, are included a
component of long-term liabilities on our combirtEadance sheet. The current and long-term defeaeddsets and current and long-term
deferred tax liabilities were not netted since éhigsms relate to different tax jurisdictions.

As of December 31, 2014, our federal, state angidarnet operating loss carryforwards for incomegarposes were approximately $18
million, $251 million, and $33 million, respectiyelThe federal and state net operating loss cammgmis are subject to various limitations
under Section 382 of the Code. If not utilized, fibéeral net operating loss carryforwards will lmei expire in 2018, and the state net
operating loss carryforwards will begin to expine2015. As of December 31, 2014, our federal aatk $ax credit carryforwards for income
purposes were approximately $1 million and $26iomill respectively. If not utilized, the federal tevedit carryforwards will begin to expire in
2027, and most of the state tax credits carry foavirzdefinitely.

At December 31, 2014 and 2013, we maintained aatialu allowance with respect to certain of our defe tax assets relating primarily to
operating losses in certain states that we bebe@aot likely to be realized.

As of December 31, 2013, we had approximately $8liébn of indefinitely reinvested foreign earnings which we had not provided U.S.
income or applicable foreign withholding taxes. iDgrthe first quarter of 2014, we altered our callocation strategy, which included
changing our intent with regard to the indefingrestment of foreign earnings from certain of fmueign subsidiaries for 2013 and prior
years. Accordingly, during the first quarter weetatined that a portion of these foreign earningsnarlonger considered indefinite
reinvested in our international operations. In @mgtion with this change in our capital allocatiorategy during the first quarter of 2014, we
provided for U.S. income and applicable foreignhiviilding taxes on $1.9 billion of undistributeddimn earnings of certain of our foreign
subsidiaries for 2013 and prior years, and recoeddéferred tax liability of approximately $650 loih. The remaining undistributed foreign
earnings of approximately $1.5 billion for 2013 gmtbr years remains indefinitely reinvested in siernational operations.

This change reflected our objective of increasingavailable U.S. cash, preserving our credit gatind, providing greater liquidity to meet «
other cash needs in the U.S., which may includeranother things and subject to market conditiords @ther uncertainties, merger and
acquisition activity.

We have not provided for U.S. federal income andifm withholding taxes on $2.3 billion of our nbhS. subsidiaries’ undistributed earnings
as of December 31, 2014, because such earningst@neled to be indefinitely reinvested in our ingfonal operations. We do not know the
time or manner in which we would repatriate thaseds. Because the time or manner of repatriatiomégrtain, we cannot determine the
impact of local taxes, withholding taxes and forefgx credits associated with the future repatmatf such earnings and therefore cannot
quantify the tax liability. In cases where we irdarot to indefinitely reinvest a portion of our éign subsidiaries’ undistributed earnings, we
provide U.S. taxes on such earnings and such taeesicluded in deferred taxes or tax payablellisds depending upon the planned timing
and manner of such repatriation.

We benefit from tax rulings concluded in sever#fledéent jurisdictions, most significantly Singapared Luxembourg. These rulings provide
for significantly lower rates of taxation on cena&lasses of income and require various threstadlds/estment and employment in those
jurisdictions. We evaluate compliance with our takng agreements annually. These rulings resuftddx savings of approximately $2
million, $211 million and $139 million in 2014, 285nd 2012, respectively. These tax rulings aeffect currently and expire over periods
ranging from 2020 to 2021.
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The following table reflects changes in unrecogaitaex benefits since January 1, 2012:

Year Ended December 31

2014 2013 2012
(In millions)

Gross amounts of unrecognized tax benefits aseob#ginning of the peric $ 134 $ 14¢ $ 12¢
Increases related to prior period tax positi 7 20 7
Decreases related to prior period tax posit 2 (44) ()
Increases related to current period tax posit 31 10 14
Settlement: (5) — —

Gross amounts of unrecognized tax benefits aseoéti of the perio $ 16t $ 134 $ 14t

During 2014, we increased our reserves by $38anillor various issues that related to tax exanomatisks assessed during the year. In
addition, we reduced our reserves by $7 milliorellasn audit findings and settlement of multipleent&in tax positions. If the remaining
balance of unrecognized tax benefits were realizedfuture period, it would result in a tax benefi $138 million.

During all years presented, we recognized intexedtpenalties related to uncertain tax positioriedome tax expense. In 2014, we recognize
interest and penalties of $10 million in income ¢agpense. The amount of interest and penaltiesiadas of December 31, 2014 and 2013
approximately $36 million and $27 million, respeety.

We are subject to taxation in the U.S. and vargiates and foreign jurisdictions. We are under éxation by certain tax authorities for the
2003 to 2012 tax years. The material jurisdictionehich we are subject to examination by tax atitles for tax years after 2002 primarily
include the U.S. (Federal and California), UK, Gdena-rance, India, Singapore and Israel. We belieaeadequate amounts have been
reserved for any adjustments that may ultimatedulterom these examinations.

Although the timing of the resolution of these dsid uncertain, we do not expect the total amotitite unrecognized tax benefits as of
December 31, 2014 will materially change in thetdgxmonths. However, given the number of yearsaieing subject to examination and the
number of matters being examined, we are unaldstimate the full range of possible adjustmentbédbalance of gross unrecognized tax
benefits.

Note 14—Restructuring

In the fourth quarter of 2012, we implemented @glaestructuring plan to simplify and streamling organization and strengthen the overall
competitiveness of our existing businesses. The iplluded a strategic reduction of our existingbgll workforce by approximately 300
employees and 300 contractors. In connection wighplan, we incurred aggregate charges of appraslyn®19 million as of December 31,
2012, primarily related to severance and benéftte. associated liability was $9 million as of Detem31, 2012 due to payments of and othe
adjustments (including foreign currency translationaccrued expenses and other current liabildie®ur combined balance sheet. As of
December 31, 2013, no liability remained and atmecturing actions under the plan were substdyntaimplete. In 2014 and 2013,
restructuring charges were not material and arerded in general and administrative expenses ondhwined statement of income.
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Note 15—Accumulated Other Comprehensive Income
The following table summarizes the changes in acdated balances of other comprehensive incoméehfoyear ended December 31, 2014:

Unrealized
Gains (Losses Foreign Estimated tax
on Cash Flow Currency (expense)
Hedges Translation benefit Total
(In millions)
Beginning balanc $ 91 $ 26 $ 4 $(6))
Other comprehensive income before reclassifical 181 (42 (4) 13t
Amount of gain (loss) reclassified from accumulabuer
comprehensive incon (36) — — (36)

Net current period other comprehensive incc 217 (42 (4) 171
Ending balanci $ 12€ $ (16) $ = $11C

The following table summarizes the changes in acdatad balances of other comprehensive incomentoyear ended December 31, 2013:

Unrealized
Gains (Losses Foreign Estimated tax
on Cash Flow Currency (expense)
Hedges Translation benefit Total
(In millions)
Beginning balanc $ (4€) $ 15 $ 2 %29
Other comprehensive income before reclassifical (49 11 2 (36)
Amount of gain (loss) reclassified from accumulabiuer
comprehensive incon 4 — — (4)
Net current period other comprehensive incc (45 11 2 (32
Ending balanci $ (97) $ 26 $ 4  $(63)

The following table provides details about reclfisations out of accumulated other comprehensicerime for the year ended December 31,
2014:

Amount of Gain (Loss)
Reclassified from
Accumulated Other

Details about Accumulated Other Comprehensivi Comprehensive Affected Line Item in the Statement of
Income Components Income Income
2014 2013
(In millions)
Gains (losses) on cash flow hedges—foreign exche
contracts $ (36 $ (4 Net revenue
$ (36 $ 4 Total, before income taxt
— — Provision for income taxe

$ (36 $ (4 Total, net of income taxe

Total reclassifications for the peri $ (36) $ (4 Total, net of income taxe
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Note 16—Subsequent Events

In January 2015, at a regular meeting of eBay'sroé Directors (“eBay’s Board”), eBay’s Board apped a plan to implement a strategic
reduction of its existing global workforce. As suét, we expect to reduce our workforce globallyapproximately 1,000 positions worldwide.
The reduction is expected to be substantially ceteglin the first half of 2015. We expect to inpue-tax restructuring charges of
approximately $43 million primarily for employeelaged costs.
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The Financial Statement Schedule II—VALUATION ANDJUBLIFYING ACCOUNTS is filed as part of this inforntian statement.

Balance at Charged/ Charges
Beginning of (Credited) to Utilized/ Balance at
Period Net Income (Write- offs) End of Period
(In millions)

Allowance for Transaction Losses
Year Ended December 31, 20 $ 11C $ 24¢ $ (25)) $ 107
Year Ended December 31, 20 107 32¢ (293) 137
Year Ended December 31, 20 $ 137 $ 42z $ (399 $ 16€
Allowance for Loans and Interest Receivabl
Year Ended December 31, 20 $ 59 $ 17¢ $ (129 $ 101
Year Ended December 31, 20 101 263 (21¢) 14¢€
Year Ended December 31, 20 $ 14€ $ 31¢ $ (269 $ 19t
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ASSETS
Current asset:
Cash and cash equivalel
Shor-term investment
Accounts receivable, n
Loans and interest receivable,
Funds receivable and customer acco
Notes and receivable from affiliat
Other current asse
Total current asse

Long-term investment
Property and equipment, r
Goodwill

Intangible assets, n

Other asset

Total asset
LIABILITIES AND EQUITY
Current liabilities:

Accounts payabl

Funds payable and amounts due to custo

Notes and payable to affiliat

Accrued expenses and other current liabili

Income taxes payab
Total current liabilities
Long-term liabilities
Total liabilities
Commitments and contingencies (Note
Equity:
Accumulated other comprehensive inca
Net parent investmel
Total equity
Total liabilities and equit

The accompanying notes are an integral part oktheadensed combined financial statements.
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March 31, December 31
2015 2014
(In millions)
(Unaudited)
$ 2,36 $ 2,201
10 29
53 65
3,56¢ 3,58¢
10,94¢ 10,61
78¢ 694
48C 37¢
18,20 17,56¢
31 31
98¢ 922
3,18¢ 3,18¢
13¢€ 15€
30 54
$2257¢ $ 21,917
$ 12¢ $ 11£
10,94t 10,61:
86¢ 1,09:
1,56t 1,43¢
46 298
13,54¢ 13,28:
39C 38€
13,93¢ 13,66¢
142 11C
8,49¢ 8,13¢
8,64( 8,24¢
$22,57¢ $ 21,917
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Net revenue

Operating expense
Transaction expens
Transaction and loan loss
Customer support and operatic
Sales and marketir
Product developmel
General and administratiy
Depreciation and amortizatic
Restructuring

Total operating expens:

Operating incom:

Other income (expense), r

Income before income tax

Income tax expens

Net income/(loss

PayPal
CONDENSED COMBINED STATEMENT OF INCOME

Three Months Ended March 31,

2015 2014
(In millions)
(Unaudited)
$ 2,130 $ 1,874
57t 514
17¢ 12¢
27¢ 25t
23¢€ 21t
224 19¢
13¢ 11¢%
141 13C
__ 48 - =
1,81¢ 1,55¢
32z 31¢
@ __
321 31z
66 694
$ 25E $ (382)

The accompanying notes are an integral part oktbeadensed combined financial statements.
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Three Months Ended

March 31,
2015 2014
(In millions)
(Unaudited)
Net income $ 25F $ (382
Other comprehensive income (loss), net of recliassibn adjustments
Foreign currency translatic (33 —
Unrealized gains (losses) on hedging activities 64 10
Tax (expense) benefit on unrealized gains (losse$)edging activities, ni 1 3
Other comprehensive income (loss), net of 32 7
Comprehensive incon $ 287 $ (379

The accompanying notes are an integral part oktbeadensed combined financial statements.
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Cash flows from operating activitie
Net income
Adjustments
Transaction and loan loss
Depreciation and amortizatic
Stoclk-based compensatic
Deferred income taxe
Excess tax benefits from stc-based compensatic
Changes in assets and liabiliti
Accounts receivabl
Notes and receivable from affiliates, |
Other asset
Accounts payabl
Notes payable to affiliates, n
Accrued expenses and other current liabili
Income taxes payable and other tax liabili
Net cash provided by operating activit
Cash flows from investing activitie
Purchases of property and equipm
Changes in principal loans receivable,
Purchases of investmer
Maturities and sales of investme
Acquisitions, net of cash acquir
Notes and receivable from affiliates, |
Net cash provided by (used in) investing activi
Cash flows from financing activitie
Excess tax benefits from st-based compensatic
Net transfers from pare
Net repayments under financing arrangem
Funds receivable and customer accounts
Funds payable and amounts due to customer:

Net cash used in financing activiti
Effect of exchange rate changes on cash and casba&mts
Net increase in cash and cash equival
Cash and cash equivalents at beginning of p¢
Cash and cash equivalents at end of pe
Supplemental cash flow disclosur
Cash paid for intere:
Cash paid for income tax

The accompanying notes are an integral part oktbeadensed combined financial statements.
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Three Months Ended March 31,

2015

$ 25¢

17¢
141
79
49

(8)

12
(39)
(125)
13
(119)
59
42

544

(194)

2014

$ (389

12¢
13C
68
66
(23)

4
(39)
59
11
(89
(107)
©)
42F

(100)
)
(29)
367
(1)
(64)
17¢€

23
14

(43)

(387)
387
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NOTES TO CONDENSED COMBINED FINANCIAL STATEMENTS
(Unaudited)

Note 1—Overview and Summary of Significant Accountig Policies
Overview and Organization

We are a leading technology platform company thabges digital and mobile payments on behalf oscomers and merchants worldwide. We
put our customers at the center of everything weé/e strive to become the most convenient andddusiay for consumers, merchants, frie
and family to move and manage money anywhere invtréd, anytime and through any device (e.g. moltélblets, personal computers or
wearables). We provide safer and simpler ways tsirtesses of all sizes to accept payments fromhraatavebsites, mobile devices and
applications, and at offline retail locations thgbua wide range of payment solutions across oumeags Platform, including PayPal, PayPal
Credit, Venmo and Braintree products.

We operate globally and in a rapidly evolving regaty environment characterized by a heightenedladgry focus on all aspects of the
payments industry. Government regulation impacysdepects of our business, and we are subjecytdations that affect the payments
industry in the many countries in which we oper@tieanges in or non-compliance with laws and reguiat changes in the interpretation of
laws and regulations, and the enactment of new étlsregulations applicable to us could have anahgdverse impact on our business,
results of operations and financial condition. Bfiere, we monitor these areas closely to ensutargpliant system for our customers who
depend on us.

PayPal Holdings, Inc. and PayPal, Inc. are predemrtea combined basis.

Significant Accounting Policies
Basis of Presentation and Principles of Combina

The accompanying condensed combined financialmtates have been prepared on a stand-alone basis@anddrived from eBay’'s
consolidated financial statements and records.cbneensed combined financial statements refledP&ag/financial position, results of
operations, and cash flows as its business wasitggkas part of eBay prior to the distributionc@amformity with U.S. generally accepted
accounting principles (U.S. GAAP).

These condensed combined financial statementsdeaupenses associated with workplace resourcesfamohation technology that were
previously allocated to the Payments segment of e&ad, additional expenses related to certainaatp functions, including senior
management, legal, human resources and financeehxenses also include allocations related te sfesed compensation. The expenses
that have been incurred by eBay are allocated tzased on direct usage or benefit where identdiablth the remainder allocated on a pro
basis of revenue, headcount, or other systematisuane. We consider the expense allocation methgdalod results to be reasonable for all
periods presented. The condensed combined finastei@ments also include certain assets and tiabithat have historically been held at the
eBay corporate level, but which are specificallgritifiable and attributable to us. The condensediioed financial position, results of
operations and cash flows of PayPal may not beatidie of our results had we been a separate stim@-entity during the periods presented,
nor are the results stated herein indicative oftwha Company’s financial position, results of @gigms and cash flows may be in the future.
All intra-company transactions and accounts hawen keiminated.

The accompanying condensed financial statementsoanbined and include the financial statementsayil and our wholly and majority-

owned subsidiaries. Investments in entities whexdhald at least a 20% ownership interest and Haability to exercise significant influen:
but not control, over the investee are accountedsing the equity method of accounting. For sustestments, our share of the investees’

results of operations is
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included in other income (expense), net and ougstiment balance is included in long-term investmdniestments in entities where we hold
less than a 20% ownership interest are generatiguanted for using the cost method of accounting,@r share of the investees’ results of
operations is included in other income (expenseat)jmour condensed combined statement of inconigetextent dividends are received.

These condensed combined financial statementscingpanying notes should be read in conjunctioh thi¢ audited combined financial
statements and accompanying notes for the yeadddeeember 31, 2014.

We have evaluated all subsequent events through1Ju?015, the date the financial statements weaitadle to be issued.

Use of Estimates

The preparation of combined condensed financiéstants in conformity with U.S. GAAP requires ma@agnt to make estimates and
assumptions that affect the reported amounts eftassd liabilities and disclosure of contingersieds and liabilities at the date of the comb
financial statements and the reported amountsvefnges and expenses, including allocations frony e@aring the reporting period. On an
ongoing basis, we evaluate our estimates, incluttinge related to provisions for transaction loskeml contingencies, income taxes, revenus
recognition, stock-based compensation, goodwill thedrecoverability of intangible assets. We baseestimates on historical experience and
on various other assumptions which we believe teeesonable under the circumstances. Actual resoltisl differ from those estimates.

Recent Accounting Pronounceme

In 2014, the FASB issued new guidance related st\gown accounting. The new guidance provides aunimztientity with an option to apply
pushdown accounting in its separate financial statés upon occurrence of an event in which an aegabtains control of the acquired ent
The amendments became effective on November 18, 28& adopted this guidance, as required, on Noeerh®, 2014. The adoption of this
guidance did not have a material impact on oumiife statements.

In 2014, the FASB issued new accounting guidaniege to revenue recognition. This new standartreyilace all current U.S. GAAP
guidance on this topic and eliminate all industpecific guidance. The new revenue recognitionauie provides a unified model to detern
when and how revenue is recognized. The core i3 that a company should recognize revenuepictithe transfer of promised goods or
services to customers in an amount that refleetstimsideration for which the entity expects teebgtled in exchange for those goods or
services. This guidance will be effective beginnilaguary 1, 2017 and can be applied either retctisply to each period presented or as a
cumulativeeffect adjustment as of the date of adoption. Véeeanluating the impact and approach to adoptiilsgiw accounting guidance
our financial statements.

In 2015, the FASB issued new guidance related t@esdinary and unusual items. The new standandimdites the concept of extraordinary
items from GAAP. The new standard is effectiveffecal years, and interim periods within thosedisgears, beginning after December 15,
2015. Early adoption is permitted. The company ayggly the standard prospectively or retrospectitelgll periods presented. The adoption
of this standard is not expected to have a matenighct on our financial statements.

In 2015, the FASB issued new guidance related ns@lidations. The new guidance amends the guideforedetermining whether certain
legal entities should be consolidated and redusestimber of consolidation models. The new guidameéfective for fiscal years, and interim
periods within those fiscal years, beginning allecember 15, 2015. Early adoption is permitted.aMeevaluating the impact, if any, of
adopting this new accounting guidance on our fir@rstatements.
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In 2015, the FASB issued new guidance related Ivb idsuance costs. The new guidance requires sialmmnce costs related to a recognized
debt liability to be presented in the balance sheet direct deduction from the debt liability eatthan as an asset. The new standard is
effective for fiscal years, and interim periodshintthose fiscal years, beginning after Decembe2045. Early adoption is permitted. We are
evaluating the impact, if any, of adopting this reweounting guidance on our financial statements.

In 2015, the FASB issued new guidance related towtting for fees paid in a cloud computing arranget. The new standard provides
guidance to customers about whether a cloud comgatirangement includes a software license. lbacccomputing arrangement includes a
software license, then the customer should acdourihe software license element of the arrangercensistent with the acquisition of other
software licenses. If a cloud computing arrangendess not include a software license, the custameunld account for the arrangement as a
service contract. The new standard is effectivdismal years, and interim periods within thosedisyears, beginning after December 15, 201
Early adoption is permitted. We are evaluatingithpact, if any, of adopting this new accountingdguice on our financial statements.

Note 2—Goodwill and Intangible Assets
Goodwill

The following table presents goodwill balances adjlistments to those balances during the threehm@mded March 31, 2015:

December 31 Goodwill Adjustments/ March 31,
2014 Acquired Allocations 2015
(In millions)
Total Goodwill $ 3,18¢ $ — $ (5) $ 3,18¢
Intangible Assets
The components of identifiable intangible asse¢saarfollows:
March 31, 2015 December 31, 201.
Weighted Weighted
Gross Net Average Gross Net Average
Carrying Accumulated Carrying Useful Carrying Accumulated Carrying Useful
Life Life
Amount Amortization Amount (Years) Amount Amortization Amount (Years)

(In millions, except years)
Intangible asset:
Customer lists and

user basi $ 5I1¢ $ (487) $ 38 6 $ 52C $ 477 $ 43 6
Marketing relatec 181 (12%) 56 5 181 (127 64 5
Developed

technologie 167 (15€) 11 3 167 (159 14 3
All other 10€ (73 33 4 10E (70 35 4

Intangible asset:
net $ 978 $ (835) $ 13t $ 97c $ (817) $ 15€

All identifiable intangible assets are subject moogtization and no significant residual value igreated for the intangible assets. Amortization
expense for intangible assets was $19 million érillion for the three months ended March 31,28fhd 2014, respectively.
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Expected future intangible asset amortization adarfch 31, 2015 is as follows (in millions):

Fiscal years

Remaining 201! $ 51
2016 59
2017 13
2018 12
2019 3
Thereafter =

Note 3—Segment and Geographical Information

We determine operating segments based on how @fragerating decision maker manages the businmededing making operating
decisions, deciding how to allocate resources aatliating operating performance. Our chief opegatlacision-maker is our Chief Executive
Officer who reviews our operating results on a otidated basis. We operate in one segment and draveeportable segment.

The following tables summarize the allocation of m¥enues based on geography:

Three Months Ended March 31,

2015 2014
(In millions)
Net revenues
u.s. $ 1,03( $ 90¢&
United Kingdom 271 27C
Rest of worlc 83C 701
Total net revenue $ 2,137 $ 1,87¢
March 31, 201¢ December 31, 201
(In millions)
Long-lived assets
u.S. $ 3,88¢ $ 3,78¢
Internationa 41C 401
Total lon¢-lived asset: $ 4,29¢ $ 4,18¢

Net revenues are attributed to U.S. and internatigaographies primarily based upon the countrmyhith the merchant is located, or in-
case of a cross border transaction, may be earosddoth countries in which the consumer and mercteside. Net revenues earned from
other value added services are typically attribtitetthe country in which either the consumer orrttexchant reside. Long-lived assets
attributed to the U.S. and international geographi® based upon the country in which the as$etased or owned.
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Information regarding net revenues by major proslacid services for March 31, 2015 and 2014 is lasifs:

Three Months Ended March 31,

2015 2014
(In millions)
Transaction revenug $ 1,91« $ 1,674
Other value added servic 22% 20C
Total net revenue $ 2,137 $ 1,87¢

Note 4—Investments

At March 31, 2015 and December 31, 2014, the egtidhiair value of our short-term and long-term istiveents classified as available for sale
are as follows:

March 31, 2015

Gross Gross Gross
Amortized Unrealized Unrealized
Estimated
Cost Gains Losses Fair Value
(In millions)
Shor-term investments
Time Deposits $ 10 $ — $ — $ 10
December 31, 201.
Gross Gross Gross
Amortized Unrealized Unrealized
Estimated
Cost Gains Losses Fair Value
(In millions)
Shor-term investments
Time Deposits $ 29 $ — $ — $ 29

We had no material short-term investments that lees in a continuous unrealized loss positiorgfeater than 12 months as of March 31,
2015. Amounts reclassified to earnings from uneealigains and losses were not material for the timenths ended March 31, 2015 and 2!

Equity and Cost Method Investments

We have made multiple equity and cost method imvests which are reported in long-term investmentsur combined balance sheet. As of
March 31, 2015 and December 31, 2014, our equitycast method investments totaled $31 million.
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Note 5—Fair Value Measurement of Assets and Liabtiies

The following table summarizes our financial assets liabilities measured at fair value on a raogrbasis as of March 31, 2015 and

December 31, 2014:

Description

Assets:
Cash and cash equivalel
Shor-term investments
Time deposit:
Total shor-term investment
Funds receivable and customer acco!
Derivatives
Total financial assel
Liabilities:
Derivatives

Description

Assets:
Cash and cash equivalel
Shor-term investments
Corporate debt securitit
Total shor-term investment
Funds receivable and customer acco!
Derivatives
Total financial assel
Liabilities:
Derivatives

Balances at March 31

2015

2,36¢

10

10

3,74

20C

6,32

Balances ai
December 31, 201

2,201

29

29

4,161

13t

6,52

Quoted Prices in
Active Markets for

Identical Assets

(Level 1)

(In millions)
$ 2,36t
$ 2,36

Quoted Prices in
Active Markets for

Identical Assets

(Level 1)

(In millions)

$ 2,201

Significant Other
Observable Inputs
(Level 2)

$ —
10
10
3,74¢
20C
$ 3,95
$ 9
Significant Other
Observable Inputs
_ (Level2)
$ —
29
29
4,161
13t
$ 4,32
$ 7

Our financial assets and liabilities are valuechgsnarket prices on both active markets (Levelnt) lass active markets (Level 2). Level 1
instrument valuations are obtained from real-tiraetgs for transactions in active exchange marketving identical assets. Level 2
instrument valuations are obtained from readilyilaiée pricing sources for comparable instrumeidisntical instruments in less active
markets, or models using market observable ingdiits.majority of our derivative instruments are \ealwsing pricing models that take into
account the contract terms as well as multiple iapthere applicable, such as equity prices, inteeds yield curves, option volatility and
currency rates. Our derivative instruments are grilynshort-term in nature, generally one montlone year in duration. Certain foreign
currency contracts designated as cash flow hedggshave a duration of up to 18 months. We did moehany transfers of financial

instruments between
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valuation levels during the first three months 812. As of March 31, 2015 we did not have any asseliabilities requiring measurement at
fair value without observable market values thatidaequire a high level of judgment to determiai ¥alue (Level 3).

Cash and cash equivalents are short-term, higilydiinvestments with original or remaining matiestof three months or less when
purchased and are comprised primarily of bank dépasd commercial paper. We had total funds reds#é/and customer accounts of $10.9
billion and $10.6 billion as of March 31, 2015 dbdcember 31, 2014, respectively, of which $3.74dsilland $4.2 billion, respectively, was
invested primarily in short-term investments.

Our derivative instruments are valued using pricimadels that take into account the contract tersnsell as multiple inputs where applicable,
such as equity prices, interest rate yield curgption volatility, and currency rates. Our derivatinstruments are primarily short-term in
nature, and are one month to eighteen months atidar We did not have any transfers of finanaiatiuments between valuation levels du
the three months ended March 31, 2015.

Note 6—Derivative Instruments
Summary of Derivative Instruments

Our primary objective in holding derivatives isregluce the volatility of earnings and cash flonsoagated with changes in foreign currency
exchange rates. Our derivatives expose us to aisklito the extent that our counterparties mayreble to meet the terms of the arrangemen
We seek to mitigate such risk by limiting our campfarties to, and by spreading the risk acrosspmfi@ancial institutions. In addition, the
potential risk of loss with any one counterpartyuléing from this type of credit risk is monitored an ongoing basis.

Foreign Exchange Contracts

We transact business in various foreign curreraigshave significant international revenues as agtiosts denominated in foreign curren:
which subjects us to foreign currency risk. We faseign currency exchange contracts, generally wittiurities of 18 months or less, to red
the volatility of cash flows primarily related torecasted revenues, expenses, assets and lighiii®ominated in foreign currencies. The
objective of the foreign exchange contracts isaip Imitigate the risk that the U.S. dollar-equiveleash flows are not adversely affected by
changes in the applicable U.S. dollar/foreign aucyeexchange rate. For derivative instrumentsdhatesignated as cash flow hedges, the
effective portion of the derivative’s gain or ldssnitially reported as a component of accumulaitfter comprehensive income (loss) and
subsequently reclassified into earnings in the saened the forecasted transaction affects earnifigs ineffective portion of the unrealized
gains and losses on these contracts, if any, tsded immediately in earnings. We evaluate thecéffeness of our foreign exchange contracts
on a quarterly basis. We do not use any foreigihamxge contracts for trading purposes.

For our derivative instruments designated as dashliedges, the amounts recognized in earninggeckta the ineffective portion were not
material in each of the periods presented, andidvaat exclude any component of the changes invedine of the derivative instruments from
the assessment of hedge effectiveness. As of MarcB015, we estimated that $182 million of netwddive gains related to our cash flow
hedges included in accumulated other compreheirsiaene will be reclassified into earnings withirethext 12 months.

F-51



Table of Contents

PayPal
NOTES TO CONDENSED COMBINED FINANCIAL STATEMENTS—(C ontinued)

Fair Value of Derivative Contracts

The fair value of our outstanding derivative instents as of March 31, 2015 and December 31, 2054w #ollows:

March 31, December 31
Balance Sheet Locatior 2015 2014
(In millions)
Derivative Assets:
Foreign exchange contracts designated as casrfdges Other Current Asse $ 19 $ 12¢
Foreign exchange contracts not designated as hgdwtrument: Other Current Asse 10 7
Total derivative asse $ 20C $ 13¢
Derivative Liabilities:
Foreign exchange contracts designated as casthfidges
Other Currer
Liabilities $ — $ 2
Foreign exchange contracts not designated as hgdwtruments
Other Currer
Liabilities 9 5
Total derivative liabilities $ 9 $ 7
Total fair value of derivative instrumer $ 191 $ 12¢

Under the master netting agreements with the réispemounterparties to our foreign exchange cotdratbject to applicable requirements, we
are allowed to net settle transactions of the sgge with a single net amount payable by one partie other. However, we have elected to
present the derivative assets and derivative iteslon a gross basis in our balance sheet. Adaoth 31, 2015, the potential effect of rights of
set-off associated with the above foreign exchamgeracts would be an offset to both assets abditias by $8 million, resulting in net
derivative assets of $191 million and net derivatiabilities of less than $1 million. We are neguired to pledge, nor are we entitled to rec
cash collateral related to these derivative traimas

Effect of Derivative Contracts on Accumulated OtherComprehensive Income

The following tables summarize the activity of detive contracts that qualify for hedge accountisgpf March 31, 2015 and December 31,
2014, and the impact of designated derivative imsémts on accumulated other comprehensive incomédahree months ended March 31,
2015:

Amount of gain (loss)
reclassified from

Amount of gain (loss) accumulated other
recognized in other comprehensive incom
December 31 comprehensive incom March 31,
to net revenue
2014 (effective portion) (effective portion) 2015
(In millions)
Foreign exchange contracts designai
as cash flow hedge $ 12€ $ 114 $ 50 $ 19C
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The following tables summarize the activity of detive contracts that qualify for hedge accountisgpf March 31, 2014 and December 31,

2013, and the impact of designated derivative imsémts on accumulated other comprehensive incomédahree months ended March 31,
2014:

Amount of gain (loss)
reclassified from

Amount of gain (loss) accumulated other
recognized in other comprehensive incom
December 31 comprehensive incom March 31,
to net revenue
2013 (effective portion) (effective portion) 2014
(In millions)
Foreign exchange contracts designa
as cash flow hedge $ 91 (7) (17) $ (8)

Effect of Derivative Contracts on Combined Statemets of Income

The following table provides the location in thedncial statements of the recognized gains or $osdated to our derivative instruments:

Three Months Ended

March 31,
2015 2014
(In millions)
Foreign exchange contracts designated as casthfidges recognized in net reven $ 5C $ @9
Foreign exchange contracts not designated as kaslihédges recognized in other income (expensé 11 4
Total gain (loss) recognized from derivative coctsan the combined statement of inca $ 61 $ (21

Notional Amounts of Derivative Contracts

Derivative transactions are measured in termsehttional amount, but this amount is not recomlethe balance sheet and is not, when
viewed in isolation, a meaningful measure of tis& profile of the derivative instruments. The noibamount is generally not exchanged, but
is used only as the basis on which the value @idorexchange payments under these contractsaentaed. The following table provides the
notional amounts of our outstanding derivatives:

Three Months Ended March 31,

2015 2014
(In millions)

Foreign exchange contracts designated as casthfidges $ 1,551 $ 1,56(

Foreign exchange contracts not designated as hgdwtrument: 764 491

Total $ 2,31t $ 2,051
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Note 7—Loans and Interest Receivable, Net

For the three months end March 31, 2015 and Mat¢l2@14, we purchased approximately $1.4 billiod &h.1 billion, respectively, in
consumer receivables. As of March 31, 2015, tred taitstanding balance of this pool of consumeeikables was $3.6 billion of which we
sold a participation interest to the new chartdirahcial institution of $169 million or 5%. The atiered financial institution has no recourse
related to its participation interest for failured@btors to pay when due. The participation irdeheld by the charted financial institution has
the same priority to the interests held by us arglibject to the same credit, prepayment, andeistteate risk associated with this pool of
consumer receivables. In April 2015, we concludedm@angement with certain investors under whictherxe agreed to sell a participation
interest in a portion of these consumer receivafilkese investors have no recourse against ugddiattheir participation interests for failure
of debtors to pay when due. The participation ggeheld by these investors have the same priorittye interests held by us and are subject t
the same credit, prepayment, and interest rateagskciated with the consumer receivables. As aEM3a1, 2015, we classified approximately
$700 million of the consumer receivables relatetheoparticipation interest we agreed to sell t@stors as held for sale. The consumer
receivables held for sale are recorded at the l@iveost or fair value on an aggregate portfolisibaNo adjustment to the carrying value was
recorded as a result of classifying these consuewsivables as held for sale.

Loans and interest receivable are reported at thegtanding principal balances, net of particpainterest sold and pro-rata allowances,
including unamortized deferred origination costd astimated collectible interest and fees. We usenaumer’s FICO score, among other
measures, in evaluating the credit quality of amsuimer receivables. A FICO score is a type oficeetre that lenders use to assess an
applicant’s credit risk and whether to extend drdddividual FICO scores generally are obtainecheguarter the consumer has an outstandin
consumer receivable owned by PayPal Credit. Thghted average consumer FICO score related to ansland interest receivable balance
outstanding at March 31, 2015 was 684 compare@Toa6 December 31, 2014.

As of March 31, 2015 and December 31, 2014, appratdly 52.4% and 54.2%, respectively, of the pdalomsumer receivables and interest
receivable balance was due from consumers with FH@es greater than 680, which is generally censii“prime” by the consumer credit
industry. As of March 31, 2015 and December 3142@pproximately 11.0% and 9.3%, respectivelyhefpool of consumer receivables and
interest receivable balance was due from custominsFICO scores below 599. As of March 31, 2018 Becember 31, 2014,
approximately 90.9% and 89.8%, respectively, ofgbdfolio of consumer receivables and interesengble was current.

The following table presents the principal amouribans and interest receivable segmented by a F&@e range:

March 31, 201! December 31, 201

(In millions)
> 760 $ 502 $ 55&
680- 759 1,38¢ 1,43¢
600- 679 1,32¢ 1,34«
<599 39€ 341
Total $ 3,61( $ 3,671

F-54



Table of Contents

PayPal
NOTES TO CONDENSED COMBINED FINANCIAL STATEMENTS—(C ontinued)

The following tables presents the delinquency stafithe principal amount of loans and intereseéineable:

March 31, 2015

(In millions)
30- 59 Day: 60-89 Day: 90- 180 Day: Total Financing Recorded Investment :
Current Past Due Past Due Past Due Total Past Due Receivables 90 Days and Accruing
3,283 147 51 12¢ 327 3,61( 12¢

December 31, 2014

(In millions)
30- 59 Day: 60- 89 Day: 90- 180 Day: Total Principal Recorded Investment :
Current Past Due Past Due Past Due Total Past Due Loan Receivable 90 Days and Accruing
3,303 163 62 14¢ 374 3,67 14¢

The following table summarizes the activity in #ibwance for loans and interest receivable:

Three Months Ended March 31,

2015 2014

(In millions)
Balance as of January $ (195 $ (14€)
Chargeoffs 92 7C
Recoveries (11 @)
Provisions (86) (66)
Balance as of March & $ (200 $ (149

During 2013, we launched a program working witthartered financial institution to offer working ¢t advances to select merchant sellers
in the U.S. We subsequently purchase the relatedhaet receivable from the chartered financialifagon. Under the program, participating
merchants can borrow a certain percentage of dmginal payment volume processed by PayPal andharged a fixed fee for the loan. In
2014, we have extended this program to a limitedlmer of international markets whereby we grant waylkcapital advances to merchants
directly through our Luxembourg bank subsidiargtoough other PayPal affiliates. The total net neatdle outstanding as of March 31, 2015
and December 31, 2014 was approximately $125 mibiod $99 million, respectively.

Note 8—Commitments and Contingencies
Commitments

As of March 31, 2015, approximately $21.5 billiohumused credit was available to PayPal Credit actwlders. While this amount represe
the total unused credit available, we have not ggpeed, and do not anticipate, that all of ourPRa\Credit accountholders will access their
entire available credit at any given point in tifreaddition, the individual lines of credit thatke up this unused credit are subject to periodi
review and termination by the chartered finanaiatitutions that are the issuer of PayPal Creditipcts based on, among other things, accou
usage and customer creditworthiness. When a consumds a purchase in the U.S. using a PayPal Qpeatiluct issued by a chartered
financial institution, the chartered financial ihstion extends credit to the consumer, funds ttteresion of credit at the point of sale and rel
funds to the merchant. We subsequently purchaseeteévables related to the consumer loans extebylélde chartered financial
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institution and, as a result of the purchase, Hearisk of loss in the event of loan defaultshaligh the chartered financial institution contir
to own each customer account, we own the relaalvable and are responsible for all servicing fioms related to the account.

In June 2014, we agreed, subject to certain camditithat we, one of our affiliates or a third pauértner will purchase a portfolio of consumer
loan receivables relating to the customer accaaniging out of our current credit program agreemvétit Synchrony (formerly GE Capital
Retail Bank) for a price based on the book valuthefconsumer loan receivables portfolio at thetohthe purchase (expected to be the fourt
quarter of 2016), subject to certain adjustmentsextlusions. As of March 31, 2015, Synchrony haétareceivables portfolio under the cre
program agreement of approximately $1.5 billion.

Litigation and Regulatory Matters
Overview

We are involved in legal and regulatory proceedimgsn ongoing basis. Many of these proceedingmararly stages, and may seek an
indeterminate amount of damages. If we believedHass arising from such matters is probable @mibe reasonably estimated, we accrue th
estimated liability in our financial statementsoifly a range of estimated losses can be determivedccrue an amount within the range that,
in our judgment, reflects the most likely outcorfigione of the estimates within that range is advedstimate than any other amount, we ac
the low end of the range. For those proceedingghich an unfavorable outcome is reasonably possibiienot probable, we have disclosed an
estimate of the reasonably possible loss or rahfgsses or we have concluded that an estimatieeofedasonably possible loss or range arising
directly from the proceeding (i.e., monetary dansagieamounts paid in judgment or settlement) atenaterial. If we cannot estimate the
probable or reasonably possible loss or rangessEl® arising from a legal proceeding, we haveatied that fact. In assessing the materiality
of a legal proceeding, we evaluate, among othaorfacthe amount of monetary damages claimed, dsawéhe potential impact of non-
monetary remedies sought by plaintiffs (e.g., infive relief) that may require us to change ouiitess practices in a manner that could ha
material adverse impact on our business. With itgpahe matters disclosed in this Note 8, weusrable to estimate the possible loss or re

of losses that could potentially result from thelagation of such non-monetary remedies.

Amounts accrued for legal and regulatory proceesifogwhich we believe a loss is probable werematerial for the three months ended
March 31, 2015. Except as otherwise noted for thegedings described in this Note 8, we have caoledubased on currently available
information, that reasonably possible losses ayidirectly from the proceedings (i.e., monetary dges or amounts paid in judgment or
settlement) in excess of our recorded accrualalapenot material. However, legal and regulatoncpedings are inherently unpredictable anc
subject to significant uncertainties. If one or maratters were resolved against us in a reporéngg for amounts in excess of management’
expectations, the impact on our operating resulfgyancial condition for that reporting period ddibe material.

Regulatory Proceedings

We routinely report to the U.S. Department of tmeaBury’s Office of Foreign Assets Control (OFA®@)gayments we have rejected or
blocked pursuant to OFAC sanctions regulationsandny possible violations of those regulations.eee cooperated with OFAC in recent
years regarding our review process over transaatienmitoring and have sereported a large number of small dollar amounmtdaations that
could possibly be in violation of OFAC sanctionguations. In March 2015, we reached a settlemétht @~AC regarding the possible
violations arising from our practices between 2888 2013, before our implementation of real-timenitawing processes. The settlement did
not have a material impact on our financial statedn addition, we
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continue to cooperate with OFAC regarding moremeself-reported transactions that could also fpbgsie in violation of OFAC sanctions
regulations. Such self-reported transactions coegdlt in claims or actions against us includitigéition, injunctions, damage awards or
require us to change our business practices thed cesult in a material loss, require significam@nagement time, result in the diversion of
significant operational resources or otherwise haumbusiness.

On August 7, 2013 and January 13, 2014, eBay, Payl@zcertain wholly owned subsidiaries of Payleakived Civil Investigative Demands
(CIDs) from the Consumer Financial Protection Bur6aFPB) requesting that we provide testimony, poeddocuments and provide
information relating primarily to the acquisitiomanagement, and operation of our PayPal Creditystsdincluding online credit products and
services, advertising, loan origination, custon@ussition, servicing, debt collection, and comptaihandling practices. The CIDs could lead
to an enforcement action and/or one or more siganifi consent orders, which may result in substartigts, including legal fees, fines,
penalties and remediation expenses. We are coopgewith the CFPB in connection with the CIDs amé angaging in settlement discussions.
The CFPB provided us with a Notice and OpportutitiRespond and Advise and indicated that a lavesuitd be filed against us as early as
the second quarter of 2015. Resolution of theseiiies could require us to make monetary payment®ttain customers, pay fines and/or
change the manner in which we operate the PayRaitGroducts, which could adversely affect ouribess.

General Matters

Other third parties have from time to time claimadd others may claim in the future, that we hafenged their intellectual property rights.
We are subject to patent disputes, and expectbatill increasingly be subject to additional patrfringement claims involving various
aspects of our business as our products and semacginue to expand in scope and complexity. $laims may be brought directly or
indirectly against our companies and/or againstooistomers (who may be entitled to contractualimuiéication under their contracts with u
and we are subject to increased exposure to saghschs a result of our recent acquisitions, paletity in cases where we are entering into
new lines of business in connection with such aitions. We have in the past been forced to liggatch claims, and we believe that additi
lawsuits alleging such claims will be filed agaiost Intellectual property claims, whether meritos or not, are time consuming and costly to
defend and resolve, could require expensive chaingas methods of doing business or could requ&réo enter into costly royalty or licens
agreements on unfavorable terms.

From time to time, we are involved in other dispube regulatory inquiries that arise in the ordynewurse of business, including suits by our
customers (individually or as class actions) aliggamong other things, improper disclosure ofgiges, rules or policies, that our practices,
prices, rules, policies or customer/user agreemaalste applicable law or that we have acted uhfa@ind/or not acted in conformity with such
prices, rules, policies or agreements. In additiothese types of disputes and regulatory inqyidas operations are also subject to regulatory
and/or legal review and/or challenges that tenefiect the increasing global regulatory focus tdak the payments industry is subject and,
when taken as a whole with other regulatory andlative action, such actions could result in tim@osition of costly new compliance burdens
on our business and customers and may lead tcaseaecosts and decreased transaction volume agwue\Further, the number and
significance of these disputes and inquiries ateemsing as our company has grown larger, our bssihas expanded in scope (both in terms
of the range of products and services that we afifier our geographical operations) and our prodaradsservices have increased in complexity
Any claims or regulatory actions against us, whetheritorious or not, could be time consuming, heisucostly litigation, damage awards
(including statutory damages for certain causesctibn in certain jurisdictions), injunctive relief increased costs of doing business through
adverse judgment or settlement, require us to ahang business practices in expensive ways, regigraficant amounts of management time.
result in the diversion of significant operationasources or otherwise harm our business.
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Indemnification Provisions

In the ordinary course of business, we includetBohindemnification provisions in certain of our@gments with parties with whom we have
commercial relations, including our standard mangtpromotions, and application-programming-irded license agreements. Under these
contracts, we generally indemnify, hold harmlessl agree to reimburse the indemnified party fosésssuffered or incurred by the
indemnified party in connection with claims by ahird party with respect to our domain names, tnaals, logos, and other branding
elements to the extent that such marks are appdicatmur performance under the subject agreemeatlimited number of agreements, we
have provided an indemnity for other types of tpadty claims, which are indemnities mainly relatedntellectual property rights. We have
also provided an indemnity to our payments proassisathe event of certain third-party claims orccassociation fines against the processor
arising out of conduct by us or our customerss hat possible to determine the maximum potentisd Linder these indemnification provisions
due to our limited history of prior indemnificatimtaims and the unique facts and circumstancedvadan each particular provision. To date,
no significant costs have been incurred, eitheividdally or collectively, in connection with oundemnification provisions.

Off-Balance Sheet Arrangements

As of March 31, 2015, we had no dfédlance sheet arrangements that have, or are sddgdikely to have, a current or future materiti€et or
our combined financial condition, results of openas, liquidity, capital expenditures or capitadoarces.

Protection Programs

We provide merchants and consumers with protegtiograms on substantially all transactions comgl#gteough our Payments Platform,
except for transactions using our gateway prodidtese programs protect both merchants and consumoen loss primarily due to fraud and
counterparty performance. Our Buyer Protection Romgprovides protection to consumers for qualifyimgchases by reimbursing the
consumer for the full amount of the purchase itiechased item does not arrive or does not matcheler’s description. Our Seller Protection
Programs provide protection to merchants agaiasinsl that a transaction was not authorized by tlyeibor claims that an item was not
received by covering the seller for the full amoahthe payment on eligible sales.

The maximum potential exposure under our protegiimgrams is estimated to be the portion of tdigltde transaction volume (TPV) for
which buyer or seller protection claims may beedisnder our existing user agreements. Since Higinsactions are typically completed |
period significantly shorter than the period undéich disputes may be opened, and based on owribatlosses to date, we do not believe
that that the maximum potential exposure is repiasiwe of our actual potential exposure. The dansount of exposure cannot be quantified
as we are unable to determine total eligible treti@as where performance by a merchant or custisriecomplete or completed transactions
that may result in a claim under our protectiongpams. We record a liability with respect to lossader these protection programs when the
are probable and the amount can be reasonablyagstim

The following table provides management’s estineditthe maximum potential exposure related to ootgation programs as of March 31,
2015 and December 31, 2014:

Maximum potential exposure Allowance for Transaction Losse:
December 31 December 31
March 31, March 31,
(In millions) 2015 2014 2015 2014
Protection Programs $ 73,44¢ $ 75,83 $ 17t $ 16€

F-58



Table of Contents

PayPal
NOTES TO CONDENSED COMBINED FINANCIAL STATEMENTS—(C ontinued)

Note 9—Related Party Transactions

In August 2009, we entered into a Cash Sharing é&ment with eBay in which our excess U.S. fundssarept to eBay on a daily basis. The
main purpose of the Cash Sharing Agreement is pdeiment a centralized cash management structiefidctively manage U.S. Dollar cash,
to leverage administrative efficiencies, and tot@dize the investment/borrowing of cash and setlet of payables and receivables at the «
level. Since the Cash Sharing Agreement is two-waegycan receive funds back from eBay as neededrafbeearned on funds lent to eBay is
the average daily LIBOR USD rhonth rate plus 20 basis points. The balance due &Bay and reported in notes and receivable fiifitiates

in our condensed combined balance sheet was $8li@maind $559 million at March 31, 2015 and Decem®l, 2014, respectively. Interest
income earned on the arrangement was reportedé@r otcome (expense), net but was not materigh®three months ended March 31, 2015
and 2014.

In November 2008, we entered into an intercompaay kagreement with eBay in which the acquisitionegkivables related to PayPal Credit
accounts are funded through eBay’s existing finaneirrangements at an interest rate of 1.2% fothilee= months ended March 31, 2015. At
March 31, 2015 and December 31, 2014, the loambalancluded in notes and payable to affiliatesuncondensed combined balance sheet
was $754 million and $809 million, respectively.€linterest expense incurred during the three matted March 31, 2015 and 2014 was $4
million and $2 million, respectively.

In September 2014, we entered into an intercom ity agreement with eBay whereby we borrowed 13llomiBrazilian Real for one year

an interest rate of 11% plus spread 0.5% per ardwing the term of the loan. The loan is used twifaur installment payments product in

Brazil. The loan was repaid in March 2015. Thernegé expense incurred on the arrangement was egpiorbther income (expense), net but
was not material for the three months ended Malfgt?@15 and 2014.

In September 2014, we entered into an intercomjizary agreement with eBay whereby we borrowed $1omifrom eBay for six months at
an interest rate of 1.2% per annum. The loan waaiddn March 2015. Interest income earned on trengement was reported in other incc
(expense), net but was not material for the threaths ended March 31, 2015.

In October 2014, we entered into an intercompaayn lgreement with eBay whereby we loaned eBay S0@mindian Rupee for six months
at an interest rate of 9.4% per annum. The baldnedrom eBay and reported in notes and receiviate affiliates in our condensed
combined balance sheet was $9 million at Marcl2815. Interest income earned on the arrangementepasted in other income (expense),
net but was not material for the three months emdaxth 31, 2015.

In December 2014, we entered into an intercompaay hgreement with eBay whereby we loaned eBaynillion Indian Rupee for six
months at an interest rate of 9.0% per annum. Bhenbe due from eBay and reported in notes andvedde from affiliates in our condensed
combined balance sheet was $8 million at Marci2815. Interest income earned on the arrangementepasted in other income (expense)
but was not material for the three months endecciad, 2015.

All other contracts with related parties are atsaand terms that we believe are comparable withetthat could be entered into with
independent third parties. There were no other nahielated party transactions in the periods @nésd. As of March 31, 2015, there were no
other material amounts payable to or amounts rab&vfrom related parties. Post separation, wenaillonger participate in cash managemen
and intercompany funding arrangements with eBay.

Net revenues include $28 million earned from eB&y iés subsidiaries for the three months ended Maidg 2015 and 201
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We recover costs from eBay relating to custometagtamn programs offered on qualifying eBay pur@sasmade with PayPal. These costs
include the actual transaction losses associatddonstomer filed claims as well as an allocatibeadary related expenses for customer
support teams working on customer claims and désprdlated to on eBay purchases. Recoveries agsbeigh transaction losses incurred on
eligible eBay purchases during the three monthe@mdarch 31, 2015 and 2014, were $10 million an@l ibillion, respectively, which were
recorded as a reduction to transaction and loan @#her costs recovered from eBay related to diséomer protection program for the three
months ended March 31, 2015 and 2014, were $5omiili each period, and are included as a redutticnstomer support and operations an
general and administrative expenses in our comistetément of income.

We incur user acquisition fees from eBay on paymehtme which we process from purchases made og'spatform. User acquisition fees
for the three months ended March 31, 2015 and 2@¥é $30 million in each period and are includethinisales and marketing expenses.

These combined financial statements include expeassociated with workplace resources and infoomaéchnology that were previously
allocated to the Payments segment of eBay, andj@uhl expenses related to certain corporate fanst including senior management, legal,
human resources and finance. These expenses allsddrallocations related to share based compensadthe expenses that have been
allocated to us by eBay are based on direct usagerefit where identifiable, with the remainddoedted on a pro rata basis of revenue,
headcount, or other systematic measure. We considerxpense allocation methodology and resulteteeasonable for all periods presented.
The corporate costs and allocation of expenses foom eBay included within customer support andrapjons, sales and marketing, product
development, and general and administrative exgansee $160 million and $136 million for the threenths ended March 31, 2015 and
2014, respectively, of which $61 million and $6dlimn were included in general and administratixpenses.

Note 10—Stock-Based and Employee Savings Plans
Stock Option Activity

The following table summarizes stock option acyiwt our employees under eBay’s equity incentivanplfor the three months ended March
31, 2015:

Weighted Average
Grant-Date
Fair Value
Options (per share)
(In thousands, except per share amounts;
Outstanding at January 1, 2015 2,40¢ —
Granted and assum: 5 $ 12.8:2
Exercisec (262) —
Forfeited/expired/cancele (35) $ —
Outstanding at March 31, 201t 1,801 —

The weighted average exercise price of stock optganted during the period was $56.47 per share.
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Restricted Stock Units Activity and Performance Basd Restricted Stock Units Activity

A summary of the status of restricted stock unitsted (including performance-based restrictedkstimits that have been earned) under
eBay'’s equity incentive plans for the three mor@hded March 31, 2015:

Weighted Average
Grant-Date
Fair Value
Units (per share)
(In thousands, except per share amounts;

Outstanding at January 1, 201¢ 14,71¢ —
Awarded and assum 282 $ 54.5¢
Vested (93€) —
Forfeited (1,119 $ —
Outstanding at March 31, 201t 12,94: —
Expected to vest at March 31, 2C 11,27¢

Stock-based Compensation Expense

We are charged by eBay for stock-based compensatioense related to our direct employees. eBaychlames us for the allocated costs of
certain employees of eBay (including stock-basadpmnsation) who provide general and administraergices on our behalf. Information
included in this note is strictly limited to stoblased compensation associated with the employeelbvdedicated to PayPal (see “Note 9—
Related Party Transactions” for total costs alledab us by eBay).

The impact on our results of operations of recayditock-based compensation expense for the thre¢ghsiended March 31, 2015 and 2014
was as follows:

Three Months Ended March 31,

2015 2014
(In millions)
Customer support and operatic $ 15 $ 16
Sales and marketir 13 12
Product developmel 29 24
General and administrati 18 12
Total stocl-based compensation expel $ 75 $ 64

Total stock-based compensation costs capitalizgadaf internal use software and website devebkagmosts was $2 million and $1 million
for the three months ended March 31, 2015 and 2@%pectively.

Note 11—Income Taxes

We are a member of the eBay consolidated groupand.S. taxable income is included in the consaéd U.S. federal income tax return of
eBay as well as in returns filed by eBay with darstate and local taxing jurisdictions. Our foreigcome tax returns are filed on a separate
company basis. Our income tax liability has beemmated and presented herein under the “separaite neiethod” as if it were a separate tax
paying entity, as modified by the benefits-for-lagproach. Accordingly, our operating losses aheraax attributes are characterized as
utilized when those attributes have been utilizedther members of the eBay consolidated group;elvew the benefits-fdiess approach dor
not impact our tax expense. Federal and state iadares incurred are remitted to eBay pursuantéx aharing agreement between the
companies.
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Our effective tax rate for the three months endedd 31, 2015 was 20.6%. The difference betweemrfective tax rate and the U.S. federal
statutory rate of 35% was primarily the resultafeign income taxed at different rates, partiaffget by discrete tax adjustments.

Note 12—Restructuring

In January 2015, at a regular meeting of the eRaydof directors, the eBay’s board of directorgraped a plan to implement a strategic
reduction of its existing global workforce. The wetlon is expected to be substantially completeithénfirst half of 2015.

The following table summarizes the restructurirgeree activity during the three months ended M&1th2015:

Other
Employee Associater
Severance
and Benefits Costs Total
(In millions)
Accrued liability as of January 1, 20 $ — $ — $—
Charges (benefil 48 — 48
Payment: a7 — (17)
Accrued liability as of March 31, 201 $ 31 $ — $ 31

Note 13—Accumulated Other Comprehensive Income

The following table summarizes the changes in acdated balances of other comprehensive incomehfotiree months ended March 31,
2015:

Unrealized
Gains (Losses Estimated tax
Foreign
on Cash Flow Currency (expense)
Hedges Translation benefit Total
(In millions)
Beginning balanc $ 12¢ $ (16) $ — $11C
Other comprehensive income (loss) before reclassifins 114 (39) 1 82
Amount of gain reclassified from accumulated ott@nprehensive
income 5C — — 50
Net current period other comprehensive incc 64 (33 1 32
Ending balanc: $ 19C $ 49) $ 1 $142

The following table summarizes the changes in acdated balances of other comprehensive incomehfotiree months ended March 31,
2014:

Unrealized
Gains (Losses Estimated tax
Foreign
on Cash Flow Currency (expense)
Hedges Translation benefit Total
(In millions)
Beginning balanc $ (91 $ 26 $ 4 $(61)
Other comprehensive loss before reclassificat @) — 3 (10
Amount of loss reclassified from accumulated ott@nprehensive
income 17 — — (17
Net current period other comprehensive incc 10 — 3 7
Ending balanci $ (81) $ 26 $ 1 $(54)
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The following table provides details about reclsations out of accumulated other comprehensicerime for the three months ended
March 31, 2015 and 2014:

Amount of Gain (Loss)
Reclassified from
Accumulated Other

Details about Accumulated Other Comprehensive Affected Line Item in the Statement of
Comprehensive Income Componen Income Income
Three Months Ended March 31,
2015 2014
(In millions)

Gains (losses) on cash flow hedges-foreign

exchange contrac $ 50 $ (17) Net revenue
$ 50 $ a7 Total, before income taxt
— — Provision for income taxe
Total reclassifications for the peri $ 50 $ 17) Total, net of income taxe

Note 14—Subsequent Events

In April 2015, we concluded an agreement with deritavestors under which we have agreed to sedlrtigipation interest of approximately
$700 million in a portion of our purchased consumeeeivables arising from loans made by our parthartered financial institution to
individual consumers to purchase goods and serusieg PayPal Credit products; this transaction egaspleted in May 2015. The carrying
value of such consumer receivables upon the clagidgfunding of this participation interest was $Taillion and differed from the carrying
value at March 31, 2015 due to normal, ongoing paymand resolution activity.

In April 2015, we completed our acquisition of Peyd, Inc. for approximately $285 million in casfhe acquisition of Paydiant is intended to
expand our capabilities in mobile payments. Usiagdfant’s platform, our merchant partners can eréiair own branded wallets to acceleratse
mobile-in-store payments and drive consumer engagethrough mobile payments, loyalty, offers aral phioritization of preferred payment
types, such as store branded credit cards andagifs. We are in the process of determining thelase price allocation for this acquisition.

In April 2015, we completed our acquisition of Cytive Security, Ltd. CyActive is a cybersecurityrfithat specializes in technology that
predicts how malware will develop. The acquisitarCyActive is intended to further enhance our @ssessment capabilities used to protect
merchants and consumers on our Payments Platfoeraré/in the process of determining the purchase ptlocation for this acquisition.
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