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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-Q

XI QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended September 30, 2014
OR

[1 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission file number 000-24821

eBay Inc.

(Exact name of registrant as specified in its chaefr)

Delaware 77-0430924
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification Number)

2065 Hamilton Avenue
San Jose, California 95125

(Address of principal executive offices) (Zip Code)

(408) 376-7400

(Registrant's telephone number, including area code

Indicate by check mark whether the registranth@s filed all reports required to be filed by Sexti3 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mo(ah$or such shorter period that the registrans vemjuired to file such reports), and
(2) has been subject to such filing requirementste past 90 days. Yes [x] No []

Indicate by check mark whether the registrant lhsmstted electronically and posted on its corpo¥alb site, if any, every Interactive
Data File required to be submitted and posted @untsio Rule 405 of Regulation S-T (8232.405 of thiapter) during the preceding 12
months (or for such shorter period that the regigtwas required to submit and post such filed)es [x] No []

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, @accelerated filer, or a smaller
reporting company. See the definitions of “largeederated filer,” “accelerated filer” and “smalle@porting company” in Rule 12b-2 of the
Exchange Act.

Large accelerated file [X] Accelerated file| [1



Non-accelerated filer [ IDo not check if a smaller reporting company) Serakporting company [1
Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the BExgje Act). Yes [] No [X]

As of October 10, 2014 , there were 1,242,367,268es of the registrant's common stock, $0.00Vva@lae, outstanding, which is the
only class of common or voting stock of the registrissued.




PART I: FINANCIAL INFORMATION

ltem 1: Financial Statement:

eBay Inc.

CONDENSED CONSOLIDATED BALANCE SHEET

ASSETS
Current assets:
Cash and cash equivalents
Short-term investments
Accounts receivable, net
Loans and interest receivable, net
Funds receivable and customer accounts
Other current assets
Total current assets
Long-term investments
Property and equipment, net
Goodwill
Intangible assets, net
Other assets
Total assets
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Short-term debt
Accounts payable
Funds payable and amounts due to customers
Accrued expenses and other current liabilities
Deferred revenue
Income taxes payable
Total current liabilities
Deferred and other tax liabilities, net
Long-term debt
Other liabilities
Total liabilities
Commitments and contingencies (Note 8)
Stockholders' equity:

Common stock, $0.001 par value; 3,580 shares dmélthrl, 242 and 1,294

shares outstanding

Additional paid-in capital

Treasury stock at cost, 362 and 296 shares

Retained earnings

Accumulated other comprehensive income
Total stockholders' equity

Total liabilities and stockholders' equity

September 30,
2014

(In millions, except par value amounts)
(Unaudited)

$ 4,79( $
5,601
758
3,16
9,96:
1,38¢

25,65¢
5,87¢
2,82t
9,22(
64z
26(

$ 44,47¢ $

$ 25C $
33¢
9,96:
5,61
18t
13¢€

16,49:
70¢
7,34¢
12C

24,66¢

2
13,58(
(12,879
17,87

1,22:

19,81(

$ 44,47¢ $

The accompanying notes are an integral part oktheadensed consolidated financial statements.
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December 31,
2013

4,49¢
4,531
89¢
2,78¢
9,26(
1,31C
23,28:¢
4,971
2,76(
9,261
941
26¢€
41,48¢

30¢
9,26(
2,79¢
15¢
107
12,63¢
841
4,117
244
17,84:

13,03:
(9,396
18,85¢

1,15¢
23,64
41,48




eBay Inc.
CONDENSED CONSOLIDATED STATEMENT OF INCOME

Three Months Ended September 3( Nine Months Ended September 30,

2014 2013 2014 2013
(In millions, except per share amounts)
(Unaudited)
Net revenues $ 4,35 $ 3,89 $ 12,987 $ 11,517
Cost of net revenues 1,38¢ 1,22¢ 4,137 3,581
Gross profit 2,96¢ 2,66¢ 8,84¢ 7,93(

Operating expenses:

Sales and marketing 92¢ 75& 2,64z 2,22:

Product development 511 43¢ 1,491 1,31¢

General and administrative 44z 41t 1,36¢ 1,24%

Provision for transaction and loan losses 24¢ 18t 68E 553

Amortization of acquired intangible assets 58 81 21C 24¢

Total operating expenses 2,18: 1,86¢ 6,39¢ 5,581

Income from operations 781 79¢ 2,45¢ 2,34¢
Interest and other, net 20 74 24 89
Income before income taxes 801 873 2,471 2,43¢
Provision for income taxes (128) (189 (3,459 (432
Net income (loss) $ 67 % 68 $ 977 $ 2,00¢
Net income (loss) per share:

Basic $ 054 % 05: % (0.7¢) % 1.5¢

Diluted $ 054 $ 05: % (0.7¢) $ 1.5¢2
Weighted average shares:

Basic 1,242 1,29t 1,25¢ 1,29¢

Diluted 1,251 1,31( 1,25¢ 1,314

The accompanying notes are an integral part ottbeadensed consolidated financial statements.




eBay Inc.
CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE | NCOME

Three Months Ended September 31 Nine Months Ended September 3(

2014 2013 2014 2013
(In millions)
(Unaudited)
Net income (loss) $ 673 $ 68¢ $ 97 $ 2,00¢
Other comprehensive income (loss), net of recliassion
adjustments:
Foreign currency translation gain (loss) (219 353 (223) 88
Unrealized gains (losses) on investments, net 67 245 (14) 45¢
Tax (expense) benefit on unrealized gains (loszes)
investments, net (33 (86) (D) (17%)
Unrealized gains (losses) on hedging activities, ne 174 (13%) 211 (29)
Tax (expense) benefit on unrealized gains (losze$)edging
activities, net 2 4 (6) 1
Other comprehensive income (loss), net tax (8 37¢ 67 34¢
Comprehensive income (loss) $ 66  § 1,06¢  $ (9010 $ 2,35¢

The accompanying notes are an integral part ottbeadensed consolidated financial statements.




eBay Inc.
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

Nine Months Ended September 30,

2014 2013
(In millions)
(Unaudited)
Cash flows from operating activities:
Net income (loss) $ Cra) 2,00¢
Adjustments:
Provision for transaction and loan losses 68t 552
Depreciation and amortization 1,12( 1,03:
Stock-based compensation 48¢ 41z
Gain on sale of equity investments — (75)
Deferred income taxes 2,99¢ 25¢€
Changes in assets and liabilities, net of acqaisiiffects (27€) (905)
Net cash provided by operating activities 4,03¢ 3,28:
Cash flows from investing activities:
Purchases of property and equipment (902) (969)
Changes in principal loans receivable, net (499 (395)
Purchases of investments (6,879 (5,726
Maturities and sales of investments 4,59¢ 2,71(
Acquisitions, net of cash acquired (59 (85)
Repayment of note receivable and sale of relatedyeimvestments — 48t
Other (6) (24)
Net cash used in investing activities (3,745 (3,999
Cash flows from financing activities:
Proceeds from issuance of common stock 17¢ 301
Repurchases of common stock (3,476 (2,08¢)
Excess tax benefits from stock-based compensation 9C 18C
Tax withholdings related to net share settlemehtesiricted stock awards and units (229 (247)
Proceeds from issuance of debt 3,48z —
Funds receivable and customer accounts, net (702) (979
Funds payable and amounts due to customers, net 702 97¢
Other @ —
Net cash provided by (used in) financing activities 43 (8549)
Effect of exchange rate changes on cash and caslaénts (39) 2¢
Net increase (decrease) in cash and cash equivalent 29¢ (1,537
Cash and cash equivalents at beginning of period 4,49 6,817
Cash and cash equivalents at end of period $ 4,79C % 5,28(
Supplemental cash flow disclosures:
Cash paid for interest $ 84 $ 85
Cash paid for income taxes $ 22¢ $ 34¢

The accompanying notes are an integral part oktheadensed consolidated financial statements.
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eBay Inc.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

Note 1 — The Company and Summary of Significant Aaunting Policies
The Company

We are a global technology company that enablegremee through threeportable segments: Marketplaces, Payments aradiise
Our Marketplaces segment includes our eBay.confiophatand its localized counterparts and our othine platforms, such as our online
classifieds sites and StubHub. Our Payments segseamprised of PayPal and PayPal Credit (formBillyMe Later). Our Enterprise
segment includes our Magento business and procmesnerce technologies, omnichannel operations ar#leting solutions for merchants
of all sizes that operate in general merchanditegoaies.

On September 30, 2014, we announced that our Bdddectors, following a strategic review of ouogth strategies and structure,
has approved a plan to separate our eBay (corgsistiMarketplaces and Enterprise) and PayPal bssétinto independent publicly traded
companies. We expect to complete the transactientas-free spin-off in the second half of 2015jeat to market, regulatory, and certain
other conditions. We also announced that Dan Scmulnas been appointed as President of PayPal aBedégignee of the standalone
PayPal company following separation, and that D&Vanig, currently president of eBay Marketplacei, vecome CEO of the new eBay
company following separation.

We are required to comply with various regulatisrsidwide in order to operate our businesses, @adily our Payments business.
We also partner with banks and other financialitutsbns to offer our Payments services globallizaGges in laws or regulations, non-
compliance with laws or regulations or loss of keyk or financial institution partners could hav&gnificant adverse impact on our ability
to operate our Payments business; therefore, wétondmese areas closely to mitigate potential asvémpacts.

When we refer to “we,” “our,” “us” or “eBay” in teidocument, we mean the current Delaware corpor&iBay Inc.) and its
California predecessor, as well as all of our ctidated subsidiaries, unless otherwise expresalggdtor the context otherwise requires.

Use of estimates

The preparation of condensed consolidated finasté@éments in conformity with U.S. generally a¢edmccounting principles
(GAAP) requires management to make estimates adrgstions that affect the reported amounts of ass@l liabilities and disclosure of
contingent assets and liabilities at the date efcbnsolidated financial statements and the regp@it@ounts of revenues and expenses during
the reporting period. On an ongoing basis, we atalour estimates, including those related to giows for transaction and loan losses, legal
contingencies, income taxes, revenue recognitiocksbased compensation, goodwill and the recovésabf intangible assets. We base our
estimates on historical experience and on varitlusrassumptions that we believe to be reasonalglerihe circumstances. Actual results
could differ from those estimates.

Principles of consolidation and basis of presentati

The accompanying condensed financial statementsoamsolidated and include the financial statemeh&Bay Inc., our wholly and
majority-owned subsidiaries and variable interesities (“VIE”) where we are the primary benefigiaAll intercompany balances and
transactions have been eliminated in consolidaNinority interests are recorded as a noncontrgliiterest. A qualitative approach is
applied to assess the consolidation requirementites. Investments in entities where we hold astea20% ownership interest and have the
ability to exercise significant influence, but mmntrol, over the investee are accounted for uirgequity method of accounting. For such
investments, our share of the investees' resultpeifations is included in interest and other,amet our investment balance is included in
long-term investments. Investments in entities whee hold less than a 20% ownership interest arergly accounted for using the cost
method of accounting, and our share of the investesults of operations is included in our conddrsonsolidated statement of income tc
extent dividends are received.

These condensed consolidated financial statemadta@ompanying notes should be read in conjunetitnthe audited consolidated
financial statements and accompanying notes indlideur Annual Report on Form 10-K for the year
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eBay Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)

ended December 31, 2013. We have evaluated akgqubst events through the date these condensedlidasd financial statements were
issued. In the opinion of management, these cordernsolidated financial statements reflect glistchents, consisting only of normal
recurring adjustments, which are necessary forpf@sentation of the condensed consolidated fiahstatements for interim periods.

Recent Accounting Pronouncements

In 2013, the Financial Accounting Standards Bo&ifdhGEB") issued new accounting guidance clarifyihg aiccounting for the release
a cumulative translation adjustment into net incavhen a parent either sells a part or all of itestment in a foreign entity or no longer
holds a controlling financial interest in a subaigtior group of assets that is a nonprofit actieity business within a foreign entity. The new
standard was effective for fiscal years, and intgyeriods within those fiscal years, beginning oafter December 15, 2013. The adoption of
this guidance did not have a material impact oarfaial 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 thengement is fixed at the reporting date. The stamdard 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 unrecognizedoenefits as reductions to
deferred tax assets rather than as liabilitiebénconsolidated balance sheets when a net opetasisgarryforward, a similar tax loss, or a
credit carryforward exists. The new standard regfuadoption on a prospective basis in the firsttguaf 2014. The adoption of this guida
did not have a material impact on our financialesteents.

In April 2014, the FASB issued new guidance reldteeporting discontinued operations. This newdsad raises the threshold for a
disposal to qualify as a discontinued operationraagiires new disclosures of both discontinued aifrs and certain other disposals that do
not meet the definition of a discontinued operatibime new standard is effective for fiscal yeargifbeing on or after December 15, 2014 and
will impact the treatment of our tax-free spin-offPayPal expected to occur in the second halb@b2Early adoption is permitted but only
for disposals that have not been reported in firsdustatements previously issued. We are evaludtiagmpact of adopting this new
accounting guidance on our financial statements.

In May 2014, the FASB issued new accounting guidaetated to revenue recognition. This new standéideplace all current GAAP
guidance on this topic and eliminate all industpgdfic guidance. The new revenue recognition guiggprovides a unified model to
determine when and how revenue is recognized. dreerinciple is that a company should recognizemee to depict the transfer of
promised goods or services to customers in an antbanreflects the consideration for which thetgrexpects to be entitled in exchange for
those goods or services. This guidance will becéffe for eBay Inc. beginning January 1, 2017 aaud lse applied either retrospectively to
each period presented or as a cumulative-effeastident as of the date of adoption. We are evalgtie impact of adopting this new
accounting guidance on our financial statements.

In June 2014, the FASB issued new guidance retatddvelopment-stage entities. The new standardvesall incremental financial
reporting requirements from GAAP for developmentgst entities. The accounting standards updataetisoves an exception provided to
development stage entities in consolidations foermheining whether an entity is a variable inteedity. The new standard is effective for
fiscal years beginning after December 15, 2014.r€kesed consolidation standards are effectiveyaae later, for fiscal years beginning a
December 15, 2015. Early adoption is permitted.aféeevaluating the impact, if any, of adopting thésv accounting guidance on our
financial statements.

In August 2014, the FASB issued new guidance réladdghe disclosures around going concern. Thestandard provides guidance
around management's responsibility to evaluate tveinghere is substantial doubt about an entityilgyato continue as a going concern anc
provide related footnote disclosures. The new stethib effective for fiscal years, and interim peis within those fiscal years, beginning ¢
December 15, 2016. Early adoption is permitted. ddhaption of this standard is not expected to leanterial impact on our financial
statements.

Note 2 — Net Income (loss) Per Share

Basic net income (loss) per share is computed igidg net income (loss) for the period by the virégl average number of common
shares outstanding during the period. Diluted medine (loss) per share is computed by dividingmeime (loss) for the period by the
weighted average number of shares of common stuttlpatentially dilutive common stock






eBay Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)

outstanding during the period. The dilutive effetbutstanding options and equity incentive awasdgflected in diluted net income (loss)
per share by application of the treasury stock ngetfihe calculation of diluted net income (loss) gieare excludes all anti-dilutive common
shares. The following table sets forth the compartadf basic and diluted net income (loss) per slfiar the periods indicated:

Three Months Ended September 3( Nine Months Ended September 30,
2014 2013 2014 2013

(In millions, except per share amounts)

Numerator:
Net income (loss) $ 675 $ 68 9 977 9 2,00¢
Denominator:
Weighted average shares of common stock - basic 1,24: 1,29t 1,25¢ 1,29¢
Dilutive effect of equity incentive awards 9 15 — 18
Weighted average shares of common stock - diluted 1,251 1,31( 1,25¢ 1,31«
Net income (loss) per share:
Basic $ 0.54 $ 05: $ 0799 3% 1.5t
Diluted $ 0.54 $ 0.5 $ 0.7¢99 % 1.5¢
Common stock equivalents excluded from income petetl share
because their effect would have been anti-dilutive 8 2 54 2

Note 3 — Goodwill and Intangible Assets
Goodwill

The following table presents goodwill balances adplistments to those balances for each of our taglersegments and corporate
investments during the nine months ended Septegthet014 :

December 31, Goodwill September 30,
2013 Acquired Adjustments 2014
(In millions)
Reportable segments:

Marketplaces $ 4,861 $ 30 % 94 $ 4,797
Payments 3,12( — 17 3,131
Enterprise 1,28¢ — — 1,28¢

$ 9,267 $ 30 $ (77 % 9,22(

(1) The above table presents recasted annual segniisitlygto reflect the move of our Magento platfoimo our Enterprise segment. Prior to
this change, Magento was reported in corporateoémet.

The adjustments to goodwill during the nine morghded September 30, 2014 were due primarily tagoreurrency translation, a
post€losing adjustment related to our acquisition adiBiree which closed December 19, 2013 and a chamy& reportable segments. Re
to "Note 4 - Segments" for further discussion am¢hange in our reportable segments.




eBay Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)

Intangible Assets

The components of identifiable intangible assetsaarfollows:

September 30, 2014 December 31, 2013
Weighted Weighted
Gross Average Gross Net Average
Carrying Accumulated Net Carrying Useful Life Carrying Accumulated Carrying Useful Life
Amount Amortization Amount (Years) Amount Amortization Amount (Years)

(In millions, except years)
Intangible assets:
Customer lists and user

base $ 1658 $ 1,339 $ 31€ 5 $ 165 $ 1,219 % 44( 5

Marketing related 872 (73%) 137 5 78C (677) 10z 5

Developed technologies 58¢ (463) 12C 4 554 (401) 152 4

Braintree relatet” N/A N/A N/A N/A 15E — 58 —

All other 274 (205) 69 4 278 (183 9C 4
$ 338 $ 2,747 $ 64z $ 341t % 247H) $ 941

(1) During the nine months ended September 304 20d allocated the Braintree intangible assetiwdsn customer lists, marketing
related and developed technologies intangible sisset

Amortization expense for intangible assets wasiilton and $107 million for the three months end&btember 30, 2014 and 2013,
respectively. Amortization expense for intangitdsets was $297 million and $323 million for theenmonths ended September 30, 2014 and
2013, respectively.

Expected future intangible asset amortization éSegtember 30, 2014 is as follows (in millions):

Fiscal years:

Remaining 2014 $ 80
2015 30¢
2016 182
2017 44
2018 22
Thereafter 5

$ 64z

Note 4 — Segments

We have three reportable segments: Marketplacgsy&tds and Enterprise. We allocate resources t@assess the performance of
each reportable segment using information abougitsnue and operating income (loss). We do nduate@operating segments using disc
asset information. We do not allocate gains ansel®$rom equity investments, interest and otheaarires or taxes to our reportable segments.

During the first quarter of 2014, we changed oporéable segments based upon changes in our ogg@mial structure which reflect
the integration of our Magento platform into ourt&mprise segment. Prior to this change, Magentoreqasrted in corporate and other. Also
during the first quarter of 2014, we revised outeinal management reporting of certain Marketplaéi@@ssactions to align more closely with
our related operating metrics. Related to this ghawe reclassified our Marketplaces vehicles aatlestate revenues from net transaction
revenues to marketing services and other reveuis.period amounts have been revised to conforthé current period segment reporting
structure.

The corporate and other category includes incoxpereses and charges such as:

« results of operations of various initiatives whatpport all of our reportable segme
e corporate management costs, such as human resdimeese and legal, not allocated to our segm






eBay Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)

e amortization of intangible asse
e restructuring charges; a
e stockbased compensation expel

The following tables summarize the financial pemfance of our reportable segments and provide ancdi@iion to our consolidated
operating results for the periods reflected below:

Three Months Ended September 30, Nine Months Ended September 30,
2014 2013 2014 2013
(In millions)
Net Revenue
Marketplaces
Net transaction revenues $ 1,707 $ 1,60¢ $ 515¢ $ 4,741
Marketing services and other revenues 44¢ 41€ 1,32¢ 1,24¢
2,15¢ 2,02 6,48¢ 5,98t
Payments
Net transaction revenues 1,78¢ 1,49: 5,22¢ 4,40z
Marketing services and other revenues 167 127 517 38¢
1,95( 1,62( 5,741 4,792
Enterprise
Net transaction revenues 19¢ 18t 614 56&
Marketing services and other revenues 60 67 181 19t
25¢ 252 79t 76C
Elimination of inter-segment net reveniie (12 @) (40) (20)
Total consolidated net revenue $ 4,35 $ 3,89: $ 12,98. $ 11,517
Operating income (loss)
Marketplaces $ 77t $ 78¢ $ 2,41¢ % 2,40¢
Payments 407 36¢ 1,36( 1,11¢
Enterprise — 8 16 9
Corporate and other (407) (36€) (1,342 (1,187
Total operating income (loss) $ 781 $ 79¢ § 245§ 2,34¢

(1) Represents revenue generated between our abjfmsegments.
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eBay Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)

Note 5 — Fair Value Measurement of Assets and Lialiies

The following tables summarize our financial assetd liabilities measured at fair value on a réogrbasis as of September 30, 2014
and December 31, 2013 :

Quoted Prices in

Active Markets for Significant Other
Balance as of Identical Assets Observable Inputs
Description September 30, 2014 (Level 1) (Level 2)
(In millions)

Assets:
Cash and cash equivalents $ 4,79C % 347 % 1,31¢
Short-term investments:

Restricted cash 38 38 —

Corporate debt securities 4,52¢ — 4,52¢

Government and agency securities 4 — 4

Time deposits 15C — 15C

Equity instruments 884 884 —
Total short-term investments 5,601 922 4,67¢
Funds receivable and customer accounts 3,85¢ — 3,85¢
Derivatives 16¢ — 16¢
Long-term investments:

Corporate debt securities 5,39¢ — 5,39¢

Government and agency securities 23€ — 23¢
Total long-term investments 5,632 — 5,632
Total financial assets $ 20,05( $ 4,39 % 15,65¢
Liabilities:
Derivatives $ 73 % — § 73
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eBay Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)

Quoted Prices in

Active Markets for Significant Other
Balance as of Identical Assets Observable Inputs
Description December 31, 2013 (Level 1) (Level 2)
(In millions)

Assets:
Cash and cash equivalents $ 4,49 % 4,15¢ % 33t
Short-term investments:

Restricted cash 17 17 —

Corporate debt securities 3,52¢ — 3,52¢

Government and agency securities 43 — 43

Time deposits 49 — 49

Equity instruments 89:< 895 —
Total short-term investments 4,531 91C 3,621
Funds receivable and customer accounts 3,56: — 3,56:
Derivatives 44 — 44
Long-term investments:

Corporate debt securities 4,44~ — 4,44~

Government and agency securities 251 — 251
Total long-term investments 4,69¢ — 4,69¢
Total financial assets $ 17,32¢  $ 5,06¢ $ 12,25¢
Liabilities:
Derivatives $ 151 § — § 151

Our financial assets and liabilities are valuedchgsnarket prices on both active markets (levelnt) lass active markets (level 2).
Level 1 instrument valuations are obtained from-timae quotes for transactions in active exchangeetatinvolving identical assets. Leve
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 tiapthere applicable, such as equity prices, intests yield curves, option volatility and
currency rates. We did not have any transfersnafrftial instruments between valuation levels dutiirgnine months ended September 30,
2014 .

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 depaaoney market funds and commercial paper. Wtbil funds receivable and
customer accounts of $10.0 billion as of Septer88e2014 , of which $3.9 billion was invested imgkerm investments. We elect to
account for certain customer accounts, includingigm-currency denominated available-for-sale ibwesits, under the fair value option.
Election of the fair value option allows us to sfgrantly reduce the accounting asymmetry that wiaatherwise arise when recognizing
foreign exchange gains and losses relating to @vailfor sale investments and the correspondingmes liabilities.

In addition, we had cost and equity method investsef approximately $243 million and $269 millimrtluded in long-term
investments on our condensed consolidated baldmest at September 30, 2014 and our consolidatash¢mkheet at December 31, 2013,
respectively. Additionally, as of September 30,20%e held no time deposits classified as heltaturity, compared to $6 million as of
December 31, 2013, which were recorded at amartpst.

Our derivative instruments vary in duration depagdin contract type. Our foreign exchange derieationtracts are primarily short-
term in nature, generally one month to one yealuiration. Certain foreign currency contracts desigd as cash flow hedges may have a
duration of up to 18 months. The duration of oueliast rate derivative contracts match the duraifadhe fixed rate notes due 2019, 2021 and
2024.

As of September 30, 2014 and December 31, 2013helikeno direct investments in auction rate seiesitcollateralized debt
obligations, structured investment vehicles or gage-backed securities.
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eBay Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)

Other financial instruments, including accountseieable, loans and interest receivable, accountatpe, funds receivable, certain
customer accounts, funds payable and amounts duestomers, are carried at cost, which approxintatss fair value because of the short-
term nature of these instruments.

Note 6 — Derivative Instruments
Summary of Derivative Instruments

Our primary objective in holding derivatives isremuce the volatility of earnings and cash flowsoagated with changes in foreign
currency exchange rates and interest rates. Oivatiges expose us to credit risk to the extent tha counterparties may be unable to meet
the terms of the arrangement. We seek to mitigath gsk by limiting our counterparties to, anddpreading the risk across, major financial
institutions. In addition, the potential risk oskwith any one counterparty resulting from thjgetyf credit risk is monitored on an ongoing
basis. To further limit credit risk, we also enit@o collateral security arrangements related ttade interest rate derivative instruments
whereby collateral is posted between counterpaiftibe fair value of the derivative instrument erds certain thresholds. Additional
collateral would be required in the event of a gigant credit downgrade by either party.

Foreign Exchange Contracts

We transact business in various foreign currermigshave significant international revenues as agliosts denominated in foreign
currencies, which subjects us to foreign currengly. We use foreign currency exchange contractseigdly with maturities of 12 months or
less, to reduce the volatility of cash flows priityarelated to forecasted revenues, expenses,sagsdtliabilities denominated in foreign
currencies. The objective of the foreign exchang@racts is to better ensure that the U.S. doliprivalent cash flows are not adversely
affected by changes in the applicable U.S. dobaeifjn currency exchange rate. For derivative imsénts that are designated as cash flow
hedges, the effective portion of the derivativeasngor loss is initially reported as a componendafumulated other comprehensive income
(loss) and subsequently reclassified into earnimdgise same period the forecasted transactiontafearnings. The ineffective portion of the
unrealized gains and losses on these contraetsyifis recorded immediately in earnings. We evaltize effectiveness of our foreign
exchange contracts on a quarterly basis. We daseany foreign exchange contracts for trading qaesp.

For our derivative instruments designated as dashtfedges, the amounts recognized in earningteckta the ineffective portion we
not material in each of the periods presentedvandid not exclude any component of the changéasinivalue of the derivative instruments
from the assessment of hedge effectiveness. AsmteSiber 30, 2014 , we estimate that approxim&@ymillion of net derivative gains
related to our cash flow hedges included in accated| other comprehensive income will be reclagbifi¢o earnings within the next 12
months.

Interest Rate Contracts

In connection with the July 2014 issuance of oxedirate notes due 2019, 2021 and 2024, we entgedertain interest rate swap
agreements that have the economic effect of madjfitie fixed interest obligations associated wittse notes so that the interest payable on
these senior notes effectively became variablecbasd_ondon InterBank Offered Rate (LIBOR) plugpaesd. We have designated these
swap agreements as qualifying hedging instrumaerntsaee accounting for them as fair value hedgess@ ltransactions are characterized as
fair value hedges for financial accounting purpdsesause they protect us against changes in thealaie of certain of our fixed rate
borrowings due to benchmark interest rate moveméitanges in the fair values of these interestaap agreements are recognized in ¢
assets or other liabilities with a correspondingéase or decrease in long-term debt. Each quagt@ay interest based on LIBOR plus a
spread to the counterparty and on a semi-annui tex®ive interest from the counterparty per thed rate of these senior notes. The net
amount is recognized as interest expense in intangsother, net. The ineffective portion of theaalized gains and losses on these contracts
if any, is recorded immediately in earnings. Weleate the effectiveness of our contracts on a gugrbasis. We do not use any interest rate
swap agreements for trading purposes.

For our derivative instruments designated as falume hedges, the amounts recognized in earningtedelo the ineffective portion we

not material in each of the periods presentedyvemdid not exclude any component of the changéaiiitvalue of the derivative instruments
from the assessment of hedge effectiveness.
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Fair Value of Derivative Contracts

The fair values of our outstanding derivative instents as of September 30, 2014 and December 33 2€re as follows:

September 30, December 31,
Balance Sheet Location 2014 2013
(In millions)
Derivative Assets:
Foreign exchange contracts designated as casthiidges Other Current Asse  $ 12z $ 15
Foreign exchange contracts not designated as hgedgin
instruments Other Current Asse 46 29
Total derivative assets $ 16 % 44
Derivative Liabilities:
Foreign exchange contracts designated as casthiidges Other Current Liabilitie  $ 18 3 121
Foreign exchange contracts not designated as Igedgin
instruments Other Current Liabilitie  $ 45 3 30
Interest rate contracts designated as fair valdgéds Other Liabilities  $ 10 N/A
Total derivative liabilities $ 73 % 151
Total fair value of derivative instruments $ 9% % (107)

Under the master netting agreements with the réispemunterparties to our derivative contract®jsct to applicable requirements,
we are allowed to net settle transactions of timeesgype with a single net amount payable by ongyparthe other. However, we have elected
to present the derivative assets and derivatibdliias on a gross basis on our condensed coraelidbalance sheet. As of September 30,
2014 , the potential effect of rights of set-offasiated with the foreign exchange contracts dssdisbove would be an offset to both assets
and liabilities by $60 million , resulting in ne¢dvative assets and derivative liabilities of $10#lion and $2 million , respectively. We are
not required to pledge, nor are we entitled toikegeollateral related to our foreign exchangewdgive transactions. As of September 30,
2014, we had neither pledged nor received collbtetated to our interest rate derivative transaci

Effect of Derivative Contracts on Accumulated Oth€omprehensive Income

The following table summarizes the activity of dative contracts that qualify for hedge accounasgf September 30, 2014 and
December 31, 2013, and the impact of these darévabntracts on accumulated other comprehens@ie for the nine months ended
September 30, 2014 :

Amount of gain (loss)
reclassified from
accumulated other

Amount of gain (loss) comprehensive income
recognized in other to net revenue and operating
comprehensive income expense
December 31, 2013 (effective portion) (effective portion) September 30, 2014
(In millions)
Foreign exchange contracts _
designated as cash flow hedges $ (106)  $ 147§ (64 $ 10¢E
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The following table summarizes the activity of dative contracts that qualify for hedge accounasgf September 30, 2013 and
December 31, 2012 , and the impact of these déerévabntracts on accumulated other comprehensa@nie for the nine months ended
September 30, 2013 :

Amount of gain (loss)
reclassified from
accumulated other

Amount of gain (loss) comprehensive income
recognized in other to net revenue and operating
comprehensive income expense
December 31, 2012 (effective portion) (effective portion) September 30, 2013
(In millions)
Foreign exchange contracts
designated as cash flow hedges $ (55) $ (23) % 1 3 (79

Effect of Derivative Contracts on Condensed Condalied Statement of Income

The following table provides the location in ourdncial statements of the recognized gains or $osdated to our foreign exchange
derivative instruments:

Nine Months Ended

Three Months Ended September 30, September 30,
2014 2013 2014 2013
(In millions)

Foreign exchange contracts designated as castdges recognize
in net revenues $ (16) $ 6 $ 56 $ 9
Foreign exchange contracts designated as casthiidges recognized
in operating expenses — @ (8 (8
Foreign exchange contracts not designated as hgdgtruments
recognized in interest and other, net 13 (4) 9 13

Total gain (loss) recognized from foreign exchadggavative

contracts in the condensed consolidated statenfiémt@me $ B — $ (73 $ 14

The following table provides the location in ourdncial statements of the recognized gains or $osdated to our interest rate
derivative instruments:

Nine Months Ended

Three Months Ended September 30, September 30,
2014 2013 2014 2013
(In millions)

Gain (loss) from interest rate contracts designatefair value
hedges recognized in interest and other, net $ (10 $ — 3 10 $ —
Gain (loss) from hedged items attributable to heldigk recognized
in interest and other, net 10 — 10 —

Total gain (loss) recognized from in the condersatsolidated

statement of income $ — $ — § —  § —
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Notional Amounts of Derivative Contracts

Derivative transactions are measured in termsefittional amount, but this amount is not recomiethe balance sheet and is not,
when viewed in isolation, a meaningful measuréhefrisk profile of the derivative instruments. Trregional amount is generally not

exchanged, but is used only as the basis on wheekhdlue of foreign exchange payments under thesseacts is determined. The following
table provides the notional amounts of our outstamderivatives:

September 30,
2014 2013
(In millions)
Foreign exchange contracts designated as casthiidges $ 256 % 2,901
Foreign exchange contracts not designated as hgdgtruments 2,89t 3,38(
Interest rate contracts designated as fair valdgéds $ 2,40( N/A
Total $ 7,858 $ 6,281
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Note 7 — Debt
The following table summarizes the carrying valfiew outstanding debt:

Coupon Carrying Value as of Effective Carrying Value as of Effective
Rate September 30, 2014 Interest Rate December 31, 2013 Interest Rate

(In millions, except percentages)
Long-Term Debt
Floating Rate Notes:

LIBOR plus
Senior notes due 2017 0.20% $ 45C 0.56(% — —%
LIBOR plus
Senior notes due 2019 0.48% $ 40C 0.812% — —%
Fixed Rate Notes:
Senior notes due 2015 0.70% $ — $ 25C 0.82%
Senior notes due 2015 1.62%% $ 60C 1.800% $ 59¢ 1.805%
Senior notes due 2017 1.35(% 1,00(¢ 1.45€6% 1,00 1.45€%
Senior notes due 2019 2.20(% 1,14¢ 2.346% — —%
Senior notes due 2020 3.25(% 49¢ 3.389% 49¢ 3.38%
Senior notes due 2021 2.87"% 74¢ 2.99% — —%
Senior notes due 2022 2.60(% 99¢ 2.678% 99¢ 2.67¢%
Senior notes due 2024 3.45(% 74¢ 3.531% — —%
Senior notes due 2042 4.00(% 74z 4.11% 743 4.11%
Total senior notes 7,33t 4,08¢
Hedge accounting fair value
adjustments (20 N/A
Other indebtedness 21 28
Total long-term debt $ 7,34¢ $ 4,117
Short-Term Debt
Senior notes due 2015 0.70(% 25( 0.82(% —
Other indebtedness — 6
Total short-term debt 25( 6
Total Debt $ 7,59¢ $ 4,12:

Senior Notes

In July 2014, we issued senior unsecured notesempr notes, in an aggregate principal amoun8ds Hillion . This consists of $450
million aggregate principal amount of floating ratees due 2017, $400 million aggregate principabant of floating rate notes due 2019,
$1.15 billion aggregate principal amount of 2.2%e# rate notes due 2019, $750 million aggregatejpal amount of 2.875% fixed rate
notes due 2021 and $750 million aggregate prin@padunt of 3.45% fixed rate notes due 2024. Thetifig rate notes due 2017 bear interest
at a floating rate equal to the 3-month LIBOR g&0% . The floating rate notes due 2019 bearestet a floating rate equal to the 3-month
LIBOR plus 0.48% . Interest on the floating ratéasodue 2017 is paid quarterly on January 28, R&,ilJuly 28 and October 28 of each year.
Interest on the floating rate notes due 2019 id paarterly on February 1, May 1, August 1 and Noaber 1 of each year. Interest on the fi
rate notes due 2019, 2021 and 2024 is payable aenuially on February 1 and August 1. The floataig notes are not redeemable prior to
maturity. We may redeem some or all of the fixe@ rotes of each series at any time and from tontirte prior to their maturity, generally
a make-whole redemption price.

To help achieve our interest rate risk managemigjgictives, in connection with the July 2014 isswaofsenior notes, we entered into
interest rate swap agreements that effectively edad $2.4 billion of our fixed rate debt to floairate debt based on LIBOR. These swaps



were designated as fair value hedges against chamgige fair value of certain fixed rate senior
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notes resulting from changes in interest rates.géties and losses related to changes in the faieva interest rate swaps substantially offset
changes in the fair value of the hedged portiothefunderlying debt that are attributable to charigenarket interest rates.

The effective interest rates for our senior notetuide the interest payable, the amortization bt éesuance costs and the amortization
of any original issue discount on these seniorsidtgerest on these senior notes is payable ajtheterly or semiannually. Interest expense
associated with our senior notes, including amatitin of debt issuance costs, during the three hsoemded September 30, 2014 and 2013
was approximately $32 million and $26 million ,pestively. Interest expense associated with ouos@tes, including amortization of debt
issuance costs, during the nine months ended Sbpte30, 2014 and 2013 was approximately $83 mikind $79 million , respectively. At
September 30, 2014 , the estimated fair value ogenior notes included in long-term debt was axiprately $7.2 billion .

The indenture pursuant to which the senior noteg Wgsued includes customary covenants that, arotivay things and subject to
exceptions, limit our ability to incur, assume olgantee debt secured by liens on specified assetster into sale and leabaek transactior
with respect to specified properties, and alsalides customary events of default.

Other Indebtedness

Our other indebtedness is comprised of overdratftii@as. We have formal overdraft facilities india bearing interest on drawn
balances at a rate of approximately 10% per anrawn balances are expected to be repaid in maredhe year.

Commercial Paper

We have an up to $2 billion commercial paper progparsuant to which we may issue commercial paptrswith maturities of up to
397 days from the date of issue in an aggregateipal amount at maturity of up to $2 billion oatstling at any time. As of September 30,
2014 , there were no commercial paper notes outistgn

Credit Agreement

As of September 30, 2014 , no borrowings or letbérredit were outstanding under our $3 billiordit agreement. However, as
described above, we have an up to $2 billion corrakpaper program and therefore maintain $2 liltsd available borrowing capacity
under our credit agreement in order to repay coroialgpaper borrowings in the event we are unablepay those borrowings from other
sources when they become due. As a result, at @bpte30, 2014 , $1 billion of borrowing capacitysaavailable for other purposes
permitted by the credit agreement. The credit agesd includes customary representations, warrgraféemative and negative covenants,
including a financial covenant, events of defanll andemnification provisions in favor of the bank$ie negative covenants include
restrictions regarding the incurrence of liens,jecttto certain exceptions. The financial covenmaquires us to meet a quarterly financial test
with respect to a minimum consolidated interestecage ratio. We were in compliance with all coveaam our outstanding debt instruments
for the three-month period ended September 30, 2014

Note 8 — Commitments and Contingencies
Commitments

As of September 30, 2014 , approximately $19 ®hilof unused credit was available to PayPal Gradiountholders. While this
amount represents the total unused credit avajlaldéhave not experienced, and do not anticiphg,all of our PayPal Credit accountholc
will access their entire available credit at anyegi point in time. In addition, the individual limef credit that make up this unused credit are
subject to periodic review and termination by thartered financial institutions that are the issudrPayPal Credit products based on, among
other things, account usage and customer creditimads. When a consumer makes a purchase using?alRaredit product, the chartered
financial institution extends credit to the consunfiends the extension of credit at the point dé sand advances funds to the merchant. We
subsequently purchase the consumer receivablasddtathe consumer loans and as a result of tirahpse, bear the risk of loss in the event
of loan defaults. However, we subsequently selrigipation interest in the entire pool of consueans to the chartered financial institut
that extended the consumer loans. Although theeteat financial institution continues to own eaaktomer account, we own and bear the
risk of loss on the related consumer receivabéss the participation interest held by the chadtérencial institution, and PayPal Credit is
responsible for all servicing functions relatedhe customer account balances. As of Septemb&(03d,, the total outstanding balance of 1
pool of consumer receivables was $3.3 billionwhfch the chartered financial institution ownedaatjgipation interest of $133 million , or
4.1% of the total outstanding balance of the corsumceivables as of that date.
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In addition, in June 2014, we agreed, subject ttageconditions, that PayPal, one of its affil&te a third party partner will purchase
a portfolio of consumer loan receivables relatinghie customer accounts arising out of our curcesdit program agreement with Synchrony
(formerly GE Capital Retail Bank) for a price bagsedthe book value of the consumer loan receivgtdetolio at the time of the purchase
(expected to be October 2016), subject to cer@jimséments and exclusions. As of December 31, 28¢8¢chrony had a net receivables
portfolio under the credit program agreement ofrapimately $1.3 billion.

Litigation and Other Legal Matters

Overview

We are involved in legal proceedings on an ongbiagjs. If we believe that a loss arising from songtiters is probable and can be
reasonably estimated, we accrue the estimateditjaibi our financial statements. If only a rangeestimated losses can be determined, we
accrue an amount within the range that, in our joelgt, reflects the most likely outcome; if nondteff estimates within that range is a better
estimate than any other amount, we accrue the folwoéthe range. Amounts accrued for legal procegifor which we believe a loss is
probable were not material for the nine months drisieptember 30, 2014 . Except as otherwise notedhave concluded that reasonably
possible losses arising directly from the procegslifi.e., monetary damages or amounts paid in jedgor settlement) in excess of our
accruals are also not material. For those procgedinwhich an unfavorable outcome is reasonabgipte 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 lossnge of losses arising from a legal proceedirgghave disclosed that fact.

In assessing the materiality of a legal proceediregevaluate, among other factors, the amountasfatary damages claimed, as well as
the potential impact of non-monetary remedies sbhgtplaintiffs (e.g., injunctive relief) that magquire us to change our business practices
in a manner that could have a material adversedhpaour business. With respect to the matterdatied in this Note 8, we are unable to
estimate the possible loss or range of lossexthdtl potentially result from the application othunon-monetary remedies.

Specific Matters

eBay's Korean subsidiary, IAC (which has merged Bimarket and is now named eBay Korea), has notifieapproximately 20
million users of a January 2008 data breach involving patisoidentifiable information including name, adds, resident registration num!
and some transaction and refund data (but notdireducredit card information or real time bankindoirmation). Approximately 149,000
users sued IAC over this breach in several lawsuikorean courts and more may do so in the fufingluding after final determination of
liability). Trial for a group of representative ®ibegan in August 2009 in the Seoul Central Qis@ourt, and trial for additional suits began
later in the Seoul Central District Court. Therasdsne precedent in Korea for a court to grant “otat®n money” for data breaches without a
specific finding of harm from the breach. Such pdsnts have involved payments of up to approxim&200 per user. In January 2010, the
Seoul Central District Court ruled that IAC had ritetobligations with respect to defending the vitgbsom intrusion and, accordingly, had
no liability for the breach. This January 2010mygliwas appealed by approximately 34,000 plaintiffshe Seoul High Court. In September
2012, the Seoul High Court announced its decisfmlding the Seoul Central District Court's Janu2090 decision for thregases involvin
55 plaintiffs (who did not appeal to the Korea Sape Court). During 2013, the Seoul High Court ughieé Seoul Central District Court's
January 2010 ruling in another 18 cases involviag 35 plaintiffs. The Seoul High Court's decisiorlD of these 18 cases has been appeale
by 33,215 plaintiffs to the Korea Supreme Court tirere was no appeal in the eight other caseseftly, the Korea Supreme Court is
reviewing a total of 11 cases with 33,218 plaistificluding one case appealed from the Daegu Bgirt. In January 2013, the Seoul
Western District Court ruled in favor of IAC witlespect to two cases filed by 2,291 plaintiffs bjofwing the Seoul Central District Court's
January 2010 ruling, and 2,284 plaintiffs proceeideappeal the January 2013 decision of the Sea@st®¥vh District Court to the Seoul High
Court. We expect decisions in these cases in [atd 2r early 2015.

PayPal routinely reports to the U.S. DepartmerihefTreasury’s Office of Foreign Assets Control AQF on payments it has rejected
or blocked pursuant to OFAC sanctions regulatiorts@n any possible violations of those regulati®tes/Pal has also cooperated with OFAC
in recent years regarding PayPal’s review process transaction monitoring and has self-reportéat@e number of small dollar amount
transactions that could possibly be in violatiorO6fAC sanctions. In September 2014, OFAC indicé@gdillingness to engage in settlement
discussions with PayPal regarding the alleged
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violations. Any such settlement could result in @enial loss, which is not reasonably estimabkhiattime due to the number of factors that
OFAC may consider.

General Matters

Other third parties have from time to time claimadd others may claim in the future, that we haferiged their intellectual property
rights. We are subject to patent disputes, andaxpat we will increasingly be subject to addibpatent infringement claims involving
various aspects of our Marketplaces, Payments atetfitise businesses as our services continuepmein scope and complexity. Such
claims may be brought directly against our compmaigd/or against our customers (who may be entitledntractual indemnification under
their contracts with us), and we are subject todased exposure to such claims as a result okeoent acquisitions, particularly in cases
where we are entering into new lines of busines®imection with such acquisitions. We have ingast been forced to litigate such claims.
We may also become more vulnerable to third-pdeiyrs as laws such as the Digital Millennium CogftiAct, the Lanham Act and the
Communications Decency Act are interpreted by thets, and as we expand the scope of our businésstsin terms of the range of
products and services that we offer and our geddgapoperations) and become subject to laws isdictions where the underlying laws
with respect to the potential liability of onlinetérmediaries like ourselves are either uncledess favorable. We believe that additional
lawsuits alleging that we have violated patentycigint or trademark laws will be filed against ustellectual property claims, whether
meritorious or not, are time consuming and costlggéfend and resolve, could require expensive awmmour methods of doing business or
could require us to enter into costly royalty @elising agreements on unfavorable terms.

From time to time, we are involved in other dispube regulatory inquiries that arise in the ordyneourse of business, including suits
by our users (individually or as class actionsggitig, among other things, improper disclosureuwfpices, rules or policies, that our prices,
rules, policies or customer/user agreements viapfgicable law or that we have not acted in canftyr with such prices, rules, policies or
agreements. The number and significance of thegithis and inquiries are increasing as our compasygrown larger, our businesses have
expanded in scope (both in terms of the rangeadymts and services that we offer and our geogcaphbperations) and our products and
services have increased in complexity. Any claimgegulatory actions against us, whether merit@iounot, could be time consuming, re
in costly litigation, damage awards (including staty damages for certain causes of action in itejtiaisdictions), injunctive relief or
increased costs of doing business through advedsgrient or settlement, require us to change ounésis practices in expensive ways,
require significant amounts of management timeyltés the diversion of significant operational oesces or otherwise harm our business.

Indemnification Provisions

In the ordinary course of business, we have inddiieited indemnification provisions in certain @fir agreements with parties with
which we have commercial relations, including aanglard marketing, promotions and application-progninginterface license agreemel
Under these contracts, we generally indemnify, Ialdnless and agree to reimburse the indemnifielyf far losses suffered or incurred by
the indemnified party in connection with claimsdthird party with respect to our domain nameslenaarks, logos and other branding
elements to the extent that such marks are apjpdicatmur performance under the subject agreenmremany of its major ecommerce
agreements, our Enterprise business has agreedamnify Enterprise clients against certain claloyshird parties regarding our products
and services; these agreements may include indesnilated to various intellectual property riglatisd we have provided similar
indemnities in a limited number of agreements far ather businesses. In certain cases, we havedgrgrovide indemnification for
intellectual property infringement. In our PayPatlmess, we have provided an indemnity to our paympecessors in the event of certain
third-party claims or card association fines agdins processor arising out of conduct by PayP&ayPal customers. PayPal has also
provided a limited indemnity to merchants usingéil point of sale payment services and to mactufers of its point of sale devices (e.g.,
the PayPal Here devices and the Beacon devicafldition, PayPal Credit has provided indemnifiaafiwovisions in its agreements with the
chartered financial institutions that issue itsdireroducts. It is not possible to determine treximum potential loss under these
indemnification provisions due to our limited histaf prior indemnification claims and the uniquefs and circumstances involved in each
particular provision. To date, losses recordeduinstatement of income in connection with our indédimation provisions have not been
significant, either individually or collectively.
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Off-Balance Sheet Arrangements

As of September 30, 2014 , we had no off-balaneetshrrangements that have, or are reasonably lizdlave, a current or future
material effect on our consolidated financial cdiodi, results of operations, liquidity, capital exglitures or capital resources.

We have various cash pooling arrangements witm@izéd institutions for cash management purposessé&tarrangements allow for
cash withdrawals from these financial instituti®mased upon our aggregate operating cash balanickwiti@n the same financial institutions
(“Aggregate Cash Deposits”). These arrangementsadlisw us to withdraw amounts exceeding the Agagre@ash Deposits up to an agreed-
upon limit. The net balance of the withdrawals #re Aggregate Cash Deposits are used by thesecfalamstitutions as a basis for
calculating our net interest expense or income uthdEse arrangements. As of September 30, 201hade total of $7.0 billion in cash
withdrawals offsetting our $7.0 billion in Aggregatash Deposits held within these financial instns under these cash pooling
arrangements.

Note 9 — Stock Repurchase Programs

In June 2012, our Board of Directors authorizetbaksrepurchase program that provided for the repase of up to $2 billion of our
common stock, with no expiration from the date wtharization. In January 2014, our Board of Direstauthorized an additional stock
repurchase program that provides for the repurcbfsp to an additional $5 billion of our commondit, with no expiration from the date of
authorization. The stock repurchase programs &eded to offset the impact of dilution from ouuéyg compensation programs and, subject
to market conditions and other factors, are algdl i make opportunistic repurchases of our comshark to reduce our outstanding share
count. Any share repurchases under our stock repsecprograms may be made through open markeautionss, block trades, privately
negotiated transactions (including acceleratedestegrurchase transactions) or other means at &gt such amounts as management
deems appropriate and will be funded from our wagldapital or other financing alternatives.

Our stock repurchase programs may be limited omitexted at any time without prior notice. The tignand actual number of shares
repurchased will depend on a variety of factorsluiding corporate and regulatory requirements epaicd other market conditions and
management's determination as to the appropriatefusur cash.

The stock repurchase activity under our stock refpase programs during the nine months ended Septe30b2014 is summarized as
follows:

Remaining
Shares Average Price Value of Shares Amount
Repurchased per Share Repurchased Authorized
(In millions, except per share amounts)

Balance as of January 1, 2014 28 % 5430 $ 1,36C $ 64C
Authorization of additional plan in January 2014 5,00(
Repurchase of shares of common stock 6€ 52.8¢ 3,47¢ (3,47%)
Balance as of September 30, 2014 91 § 532¢ § 483t § 2,16t

As of September 30, 2014 , we had repurchasedithamiount of common stock authorized under oue2®12 stock repurchase
program and a total of approximately $2.2 billl@mained available for future repurchases of oumroon stock under our January 2014 s
repurchase program. These repurchased shares ofaostock were recorded as treasury stock and asm@unted for under the cost
method. No repurchased shares of common stockbeereretired.
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Note 10 — Stock-Based Plans
Stock Option Activity

The following table summarizes stock option acyi¥dr the nine months ended September 30, 2014 :

Options
(In millions)
Outstanding as of January 1, 2014 14
Granted and assumed 2
Exercised (4
Forfeited/expired/canceled (1)
Outstanding as of September 30, 2014 11

The weighted average exercise price of stock optgganted during the period was $55.60 per shatahenrelated weighted average
grant date fair value was $13.75 per share.

Restricted Stock Unit Activity

The following table summarizes restricted stock (lRSU") activity for the nine months ended Septem30, 2014 :

Units
(In millions)
Outstanding as of January 1, 2014 34
Awarded and assumed 17
Vested (12
Forfeited 4)
Outstanding as of September 30, 2014 35

The weighted average grant date fair value for R&usrded during the period was $55.31 per share.
Stock-Based Compensation Expense

The impact on our results of operations of recayditock-based compensation expense for the thbaiaa months ended
September 30, 2014 and 2013 was as follows:

Three Months Ended September

30, Nine Months Ended September 3(
2014 2013 2014 2013
(In millions)
Cost of net revenues $ 19 $ 9 % 56 $ 45
Sales and marketing 46 38 13< 112
Product development 57 42 167 12C
General and administrative 51 51 13z 13E
Total stock-based compensation expense $ 17¢ $ 14C $ 48¢ $ 41z
Capitalized in product development $ 5 § 4 % 13 % 11
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Stock Option Valuation Assumptions

We calculated the fair value of each stock optimaral on the date of grant using the Black-Schofg®o pricing model. The
following weighted average assumptions were usethithree and nine months ended September 3@,&912013 :

Three Months Ended September

30, Nine Months Ended September 3(
2014 2013 2014 2013
Risk-free interest rate 1.27% 0.77% 1.1% 0.62%
Expected life (in years) 3.¢ 3.¢ 4.1 4.1
Dividend yield —% —% —% —%
Expected volatility 27% 32% 2% 34%

Our computation of expected volatility is basedaorombination of historical and market-based intplielatility from traded options
on our common stock. Our computation of expectieddi based on historical experience of similar@sagiving consideration to the
contractual terms of the stock-based awards, \@stihedules and expectations of future employeaveh The interest rate for periods
within the contractual life of the award is basedtioe U.S. Treasury yield curve in effect at timeetiof grant.

Note 11 — Income Taxes

The following table reflects changes in unrecogaitaex benefits for the nine months ended Septe®®de2014 :

(In millions)
Gross amounts of unrecognized tax benefits asmfaig 1, 2014 $ 334
Increases related to prior period tax positions 21
Decreases related to prior period tax positions (9
Increases related to current period tax positions 41
Settlements (20
$ 377

Gross amounts of unrecognized tax benefits as pie8wer 30, 2014

As of September 30, 2014 , our liabilities for wwgnized tax benefits were included in accrued esee and other current liabilities,
deferred and other tax liabilities, net and asdacdon of the amount of deferred tax asset forctaxlit carryforwards.

We recognize interest and/or penalties relatecht@dain tax positions in income tax expense. Theumt of interest and penalties
accrued as of September 30, 2014 and Decembe033,v2as approximately $77 million for both periods.

We are subject to both direct and indirect taxatiothe U.S. and various states and foreign jucisalis. We are under examination by
certain tax authorities for the 2003 to 2012 taargeWe believe that adequate amounts have beemveesfor any adjustments that may
ultimately result from these or other examinatioftse material jurisdictions where we are subjeqidtential examination by tax authorities
for certain tax years after 2002 include, amongisththe U.S. (Federal and California), Francen@ery, Korea, Israel, Switzerland,
Singapore, the United Kingdom and Canada.

Although the timing of the resolution and/or closwf audits is highly uncertain, it is reasonaldggible that the balance of gross
unrecognized tax benefits could significantly changthe next 12 months. However, given the nunalbgears remaining subject to
examination and the number of matters being exainiwe are unable to estimate the full range of iptssadjustments to the balance of gr
unrecognized tax benefits.
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As of December 31, 2013, we had approximately $bdlion of indefinitely reinvested foreign earnings for whiwe had not provide
U.S. income or applicable foreign withholding taxBsiring the first quarter of 2014, we altered oapital allocation strategy. As a result, we
provided for U.S. income and applicable foreigrhivilding taxes on $9.0 billion of undistributeddimn earnings of those subsidiaries for
2013 and prior years, and recorded a deferreddhitity of approximately $3.0 billion , which isi¢luded in accrued expenses and other
current liabilities on our condensed consolidataldice sheet at September 30, 2014 . As of Septe36b2014 , we have not repatriated any
of these earnings and as such no related taxesieaoene payable.

The remaining approximately $5.0 billion of undistited foreign earnings for 2013 and prior yeargehaeen reinvested in our foreign
operations, as we have determined that these garaine necessary to support our planned ongoirggiments in our foreign operations, and
as a result, these earnings remain indefinitelyvesited in those operations. In making this deteation, we considered projected cash needs
for, among other things, investment in our existinginesses, potential acquisitions and capitasaetions, including repurchases of our
common stock and debt repayments. Additionally estmated the amount of cash available or need#wkijurisdictions where these
investments are expected, as well as our abilietwerate cash in those jurisdictions and our adoesapital markets. This analysis enabled
us to conclude whether or not we will indefiniteginvest foreign earnings in our international @pens. The remaining approximately $5.0
billion of undistributed foreign earnings for 20&8d prior years that is indefinitely reinvestedur foreign operations relates to a large
number of our non-U.S. subsidiaries located in mauejurisdictions for which it is impracticable determine the impact of U.S. income or
applicable foreign taxes that would be payabledtsearnings were repatriated to the U.S.

In addition to the accrual of deferred taxes reldteundistributed foreign earnings of certain of non-U.S. subsidiaries for 2013 and
prior years discussed above, during the three aredlmonths ended September 30, 2014 , we recordedndéome and applicable foreign
withholding taxes of $56 million and $155 milliomespectively, based on our estimated 2014 earmhgsr non-U.S. subsidiaries not
considered indefinitely reinvested in our foreigrecations.

Note 12 — Loans and Interest Receivable, Net

Loans and interest receivable primarily represemtipased consumer receivables arising from loarterbg our partner chartered
financial institutions to individual consumers hetU.S. to purchase goods and services througRayfPal Credit merchant network.
Although a chartered financial institution contisue own each respective customer account, we bevnelated consumer receivable and
PayPal Credit is responsible for all servicing fiimmts related to the customer accounts. Effectiugust 2013, ownership of most of the
existing customer accounts was transitioned fronbB&mk to a new chartered financial institution, @mity Capital Bank. As part of the
arrangement, we sell Comenity Capital Bank a pagton interest in the entire pool of consumeeereables outstanding under the customer
accounts During the three months ended September 30, 20d2@13 , we purchased approximately $1.3 billiod & billion ,
respectively, in consumer receivables. During tine rmonths ended September 30, 2014 and 2@&3urchased approximately $3.6
billion and $2.8 billion , respectively, in comsar receivables. As of September 30, 2014 , the toitstanding balance of this pool of
consumer receivables was $3.3 hillion , of whichm@aity Capital Bank owned a participation inter@s$133 million , or 4.1% of the total
outstanding balance of the consumer receivablématiate. Comenity Capital Bank has no recouraiagus related to its participation
interest for failure of debtors to pay when duee Ppharticipation interest held by the Comenity Cafank has the same priority to the
interests held by us and is subject to the santtcprepayment, and interest rate risk associaitdthis pool of consumer receivables.

Loans and interest receivable are reported at twegtanding principal balances, net of particqpainterest sold and pro-rata
allowances, including unamortized deferred origoratosts and estimated collectible interest ard.féVe use a consumer's FICO score,
among other measures, in evaluating the crediitgjualour consumer receivables. A FICO score tigpe of credit score that lenders use to
assess an applicant's credit risk and whethertemdxcredit. Individual FICO scores generally doeamed each quarter the consumer has an
outstanding consumer receivable owned by PayPaliiChiene weighted average consumer FICO scoreakat the pool of consumer
receivables and interest receivable balance oulistgras of September 30, 2014 was 686 , comparéfi@as of December 31, 2013 . As of
September 30, 2014 and December 31, 2013 , appatedyrb4.0% and 54.7% , respectively, of the pdalomsumer receivables and interest
receivable balance was due from consumers with F@es greater than 680 , which is generally damed "prime" by the consumer credit
industry. As of September 30, 2014 and DecembeP@1L3, approximately 10% and 9.1% , respectivelyhe pool of consumer receivables
and interest receivable balance was due from custwmith FICO scores below 599 . As of SeptembefB8@4 and December 31, 2013 ,
approximately 89% and 90% , respectively, of thefptio of consumer receivables and interest reaigli® was current.
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During 2013, we began a pilot program, working vétbhartered financial institution, for the chaetéfinancial institution to offer
working capital loans to selected merchant selfetke U.S. We subsequently purchase the relatedhast receivable from the chartered
financial institution. Under the program, partidipg merchants can borrow a certain percentagkeaif annual payment volume processed by
PayPal and are charged a fixed fee for the loais. gilogram is still in the pilot phase. As of Sepber 30, 2014 the total outstanding balar
of this pool of merchant receivables was approxaiya$86 million .

The following table summarizes the activity in #llowance for loans and interest receivable, ngtasficipating interest sold, for the
periods indicated:

Nine Months Ended September 30,

2014 2013
(In millions)
Balance as of January 1 $ 14¢€ $ 101
Charge-offs (210) (161)
Recoveries 2C 9
Provision 222 181
Balance as of September 30 $ 17¢ $ 13C

Note 13 — Accumulated Other Comprehensive Income

The following table summarizes the changes in acdared balances of other comprehensive incoméehfothree months ended
September 30, 2014 :

Unrealized
Gains (Losses) Unrealized Foreign
on Cash Flow Gains on Currency Estimated tax
Hedges Investments Translation (expense) benefit Total
(In millions)
Beginning balance $ 69 $ 84C $ 748 $ (288 ¢ 1,231
Other comprehensive income before
reclassifications 15¢ 88 (2149 (35 ©)]
Amount of gain (loss) reclassified from
accumulated other comprehensive income (16) 21 — — 5
Net current period other comprehensive income 174 67 (2149 (35) (8)
Ending balance $ 105 $ 907 $ 534 $ (329 ¢ 1,22

25




eBay Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)

The following table summarizes the changes in acdated balances of other comprehensive incomeéh#®nine months ended
September 30, 2014 :

Unrealized
Gains (Losses) Unrealized Foreign
on Cash Flow Gains on Currency Estimated tax
Hedges Investments Translation (expense) benefit Total
(In millions)
Beginning balance $ (206) $ 921 $ 657 $ (31¢) % 1,15¢
Other comprehensive income before
reclassifications 147 21 (129 @) 38
Amount of gain (loss) reclassified from
accumulated other comprehensive income (64) 35 — — (29
Net current period other comprehensive income 211 (14) (12%) @) 67
Ending balance $ 105 $ 907 $ 534 $ (329 ¢ 1,22

The following table summarizes the changes in acdared balances of other comprehensive incoméehfothree months ended
September 30, 2013 :

Unrealized
Gains (Losses) Unrealized Foreign
on Cash Flow Gains on Currency Estimated tax
Hedges Investments Translation (expense) benefit Total
(In millions)
Beginning balance $ 56 $ 90z $ 184 % (317 $ 82€
Other comprehensive income before
reclassifications (137) 243 358 (82 383
Amount of gain (loss) reclassified from
accumulated other comprehensive income 4 — — — 4
Net current period other comprehensive income (13%) 243 358 (82 37¢
Ending balance $ (79 $ 1,14¢ $ 537 $ (399) ¢ 1,20¢

The following table summarizes the changes in acdated balances of other comprehensive incomeéh#®nine months ended
September 30, 2013 :

Unrealized
Gains (Losses) Unrealized Foreign
on Cash Flow Gains on Currency Estimated tax
Hedges Investments Translation (expense) benefit Total
(In millions)
Beginning balance $ (55 $ 687 $ 44¢ % (22%) ¢ 85€
Other comprehensive income before
reclassifications (23) 46% 88 (1749 354
Amount of gain (loss) reclassified from
accumulated other comprehensive income 1 4 — — 5
Net current period other comprehensive income (24) 45¢ 88 (174 34¢

Ending balance $ 79 $ 1,14¢ $ 537 $ (399 ¢ 1,20¢
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The following table provides details about reclisations out of accumulated other comprehensicerime for the three months ended
September 30, 2014 and 2013 :

Amount of Gain (Loss)
Reclassified from
Accumulated Other

Details about Accumulated Other Comprehensive Comprehensive Affected Line Item in the
Income Components Income Statement of Income
Three Months Ended Three Months Ended
September 30, 2014 September 30, 2013
(In millions)

Gains (losses) on cash flow hedges - foreign
exchange contracts $ (16) $ 6 Net Revenues
— (1) Cost of net revenues

— — Sales and marketing
— (1) Product development
— — General and administrative

(16) 4  Total, before income taxes
— — Provision for income taxes
(16) 4  Total, net of income taxes
Unrealized gains on investments 21 — Interest and other, net
21 — Total, before income taxes
— — Provision for income taxes
21 — Total, net of income taxes
Total reclassifications for the period $ S $ 4 Total, net of income taxes
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The following table provides details about reclfisations out of accumulated other comprehensicerime for the nine months ended

September 30, 2014 and 2013:

Details about Accumulated Other Comprehensive
Income Components

Amount of Gain (Loss)
Reclassified from
Accumulated Other
Comprehensive
Income

Affected Line Item in the
Statement of Income

Nine Months Ended
September 30, 2013

Nine Months Ended
September 30, 2014

Gains (losses) on cash flow hedges - foreign
exchange contracts $

Unrealized gains on investments

Total reclassifications for the period $

(In millions)

(56) $ 9 Net Revenues

() (2) Cost of net revenues

— (1) Sales and marketing

4 (4) Product development

@) (1) General and administrative
(64) 1 Total, before income taxes
— — Provision for income taxes
(64) 1 Total, net of income taxes
35 4 Interest and other, net

3& 4  Total, before income taxes
— — Provision for income taxes
35 4  Total, net of income taxes
(29) $ S Total, net of income taxes
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Item 2: Management's Discussion and Analysis of Financial@dition and Results of Operation
FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forwdmdking statements within the meaning of Sectioh &f the Securities Act of
1933 and Section 21E of the Securities Exchangef&Q34, including statements that involve expemta, plans or intentions (such as thi
relating to future business, future results of @iems or financial condition, the planned sepanatiof our eBay and PayPal businesses into
independent publicly traded companies, new or panfieatures or services, or management strategi@s).can identify these forward-
looking statements by words such as “may,” “willyvould,” “should,” “could,” “expect,” “anticipate,” “believe,” “estimate,” “intend,”
“plan” and other similar expressions. These forwdabking statements involve risks and uncertaintiied could cause our actual results to
differ materially from those expressed or implirdur forward-looking statements. Such risks ancewtainties include, among others, those
discussed in “Part Il— Item 1A: Risk Factors” of this Quarterly Report Borm 10-Q as well as in our condensed consolidéitezhcial
statements, related notes, and the other informadjgpearing elsewhere in this report and our otfilergs with the Securities and Exchange
Commission, or the SEC. We do not intend, and takieino obligation, to update any of our forward#ing statements after the date of this
report to reflect actual results or future eventcmcumstances. Given these risks and uncertantieaders are cautioned not to place undue
reliance on such forward-looking statements.

You should read the following Management's Disaussind Analysis of Financial Condition and Resaft©perations in conjunction
with the unaudited condensed consolidated finarstéaements and the related notes that appearhedsewn this report.

”ou " ou

When we refer to “we,” “our,” “us” or “eBay” in tlsiQuarterly Report on Form 10-Q, we mean the cuDefaware corporation (eBay
Inc.) and its California predecessor, as well asfabur consolidated subsidiaries, unless othexwigpressly stated or the context otherwise
requires.

Overview

We are a global technology company that enablesremee through threeportable segments: Marketplaces, Payments aradiise
Our Marketplaces segment includes our eBay.confiophatand its localized counterparts and our othine platforms, such as our online
classifieds sites and StubHub. Our Payments segseamprised of PayPal and PayPal Credit (formBillyMe Later). Our Enterprise
segment includes our Magento business and proemlesnerce technologies, omnichannel operations ar#leting solutions for merchants
of all sizes that operate in general merchandiszgoaies.

On September 30, 2014, we announced that our Bddddectors, following a strategic review of ouowth strategies and structure,
has approved a plan to separate our eBay (corgsistiMarketplaces and Enterprise) and PayPal basésinto independent publicly traded
companies. We expect to complete the transactientas-free spin-off in the second half of 201%)jeat to market, regulatory, and certain
other conditions. We also announced that Dan Sciulnas been appointed as President of PayPal a@edésignee of the standalone
PayPal company following separation, and that D&Vanig, currently president of eBay Marketplaced, wecome CEO of the new eBay
company following separation.

Net revenues for the three months ended Septenthb@024 increased 12% to $4.4 billion comparedhéosame period of the prior
year, driven primarily by increases in net reverfues each of our segments. For the three monttisdSeptember 30, 2014 , our operating
margin decreased to 18% from 21% in the same pefitite prior year due to higher sales and margetosts and a greater proportion of our
revenue being derived from our Payments segmenthwias lower margins than our Marketplaces segnf@mtthe three months ended
September 30, 2014 , our diluted earnings per shareased to $0.54 , a $0.01 increase compariu: tsame period of the prior year, driven
primarily by growth in net revenues and a lowerrsfmount. For the three months ended Septemb&034d, , we generated cash flow from
operations of $1.4 billion , compared to $1.3 billifor the same period of the prior year.

Our Marketplaces segment total net revenues inede®$29 million , or 6% , for the three months eh8eptember 30, 2014 compared
to the same period of the prior year. The incréasetal net revenues was driven primarily by acréase in gross merchandise volume
(GMV) (as defined below) of 9% for the three mongimsled September 30, 20ddmpared to the same period of the prior year, fwhias du
primarily to continued growth internationally amdthe U.S. and a favorable impact from foreign ency movements relative to the U.S.
dollar. We believe that during the period GMV wagatively impacted by declines in volume caused bgntinued reduction in traffic
primarily the result of Google search engine
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algorithm changes and disruption from a cyberattechiscussed below. Our Marketplaces segmenttoqeraargin decreased by 3.0
percentage points for the three months ended Séptedd, 2014 compared to the same period of thoe peiar, due primarily to continued
investments in our marketing programs, site openatand business initiatives.

As previously disclosed, during the second quat@014, our Marketplaces segment experienced arajtack that compromised an
authentication database containing user namesymrdrpasswords and other non-financial data otastomers. During the three months
ended September 30, 2014 , we had no material tipgexpenses directly related to this cyberattd¢k.believe that the disruption arising
from this cyberattack adversely affected our tlgjudirter 2014 Marketplaces revenues; howevernivigpossible to precisely measure the
amount of lost revenue directly attributable to tigberattack. We are unable to predict the fullaetpf the cyberattack on Marketplaces
users' behavior in the future, including whether ssultant loss of customer trust could negatiuglyact our Marketplaces segment's results
of operations on an ongoing basis or require usdeease promotional efforts to regain such trstordingly, we are not able to precisely
forecast any possible future impact to our revermiesxpenses attributable to the cyberattack.

Our Payments segment total net revenues increg3airillion , or 20% , for the three months endegt8mber 30, 2014 compared to
the same period of the prior year. The increadetal net revenues was driven primarily by an iaseein net total payment volume (TPV) (as
defined below) of 29% and growth in PayPal Craufittially offset by a lower take rate for the thmenths ended September 30, 2014
compared to the same period of the prior year.ayments segment operating margin decreased Ipedc8ntage points for the three
months ended September 30, 2014 compared to the samnod of the prior year due primarily to an g®se in transaction loss rate and an
increased investment in our marketing programspraduct development that were partially offset fg\sorable transaction expense rate.

Our Enterprise segment total net revenues increbgexillion , or 3% , for the three months endegdt8mber 30, 201dompared to th
same period of the prior year. The increase ifl tettirevenues was driven primarily by an incrdagéross Merchandise Sales (as defined
below) of 14% for the three months ended Septer3®e2014 compared to the same period of the pgar.yOur Enterprise segment
operating margin decreased 3.2 percentage pointeddhree months ended September 30, 2014 cothpathe same period of the prior
year, due primarily to a lower take ra

We define GMV as the total value of all succesgfalbsed transactions between users on Marketpfaladferms (excluding eBay's
classifieds websites, brands4friends and Shopping.cluring the period regardless of whether theebayd seller actually consummated the
transaction; excludes vehicles and real estatesgneschandise volume. We define Net TPV as thé doféar volume of payments, net of
payment reversals, successfully completed througlpayments networks, including PayPal Credit, Verand payments processed through
Braintree’s full stack payments platform during gegiod; it excludes payments sent or receivedufind®ayPal's and Braintree's payment
gateway businesses. We define Merchant Service3 Rétas the total dollar volume of payments, ngp@fment reversals, successfully
completed through our payments networks, includiagPal Credit, Venmo and payments processed thiBrajhtree's full stack payments
platform during the period; it excludes PayPal'd Bmaintree's payment gateway businesses and payifeertransactions on our
Marketplaces platforms. We define On eBay Net TBVWhe total dollar volume of payments, net of paytmeversals, successfully comple
through our payments networks, including PayPatli€rduring the period for transactions on our Mapgtaces platforms. We define Gross
Merchandise Sales as the retail value of all dedesactions, inclusive of freight charges andafietlowance for returns and discounts, wt
flow through our Enterprise commerce technologigsther we record the full amount of such transactis a product sale or a percentage of
such transaction as a service fee; excludes vottameacted through the Magento platform. We defi@¥® as the total Marketplaces GMV,
Payments Merchant Services Net TPV and eBay Eiriger@ross Merchandise Sales not earned on eBagidfqr via PayPal or PayPal
Credit during the period; it excludes volume tranted through the Magento platform.
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Results of Operations
Summary of Net Revenues

We generate two types of net revenues: net transaevenues and marketing services and other tege©ur net transaction
revenues are derived principally from listing fesesl final value fees (which are fees payable amstaetions closed on our Marketplaces
platforms), fees paid by merchants for paymentgssing services and ecommerce service fees. Ouetimay services revenues are derived
principally from the sale of advertisements, revesharing arrangements, classifieds fees, markséingce fees and lead referral fees. Other
revenues are derived principally from interest faes earned on the PayPal Credit portfolio of redddies from loans, interest earned on
certain PayPal customer account balances andrf@ascbntractual arrangements with third parties$ pnavide services to our users.

The following table sets forth the breakdown of mestenues by type and geography for the periodsepted )

Three Months Ended September 30, Nine Months Ended September 30,
2014 2013 2014 2013
(In millions)
Net Revenues by Type:
Net transaction revenues
Marketplaces $ 1,707 $ 1,60¢ $ 515¢ $ 4,741
Payments 1,78: 1,49: 5,22¢ 4,40
Enterprise 19¢ 18t 614 565
Total net transaction revenues 3,68¢ 3,28 10,99 9,70¢
Marketing services and other revenues
Marketplaces 44¢ 41¢€ 1,32¢ 1,24¢
Payments 167 127 517 38¢
Enterprise 6C 67 181 19t
Total marketing services and other revenues 67€ 612 2,027 1,82¢
Elimination of inter-segment net reveritie 12) @) (4C) (20)
Total net revenues $ 435: % 389%: $ 12,98: $ 11,517
Net Revenues by Geography:
u.s. $ 2,05 % 1,87: $ 6,09t % 5,532
International 2,30 2,01¢ 6,88¢ 5,98t
Total net revenues $ 435: $ 389 $ 12,98: % 11,517

(1) During the first quarter of 2014, we changed i@portable segments based upon changes in gamiaational structure which reflect
the integration of our Magento platform into ourt&prise segment. Prior to this change, Magentorejasrted in corporate and other.
Also during the first quarter of 2014, we revised mternal management reporting of certain Marlagtps transactions to align more
closely with our related operating metrics. Relatethis change, we reclassified our Marketplaadsales and real estate revenues
from net transaction revenues to marketing senacgsother revenues. Prior period amounts have tesésed to conform to the
current period segment reporting structure.

(2) Represents net revenue generated between ouraklgosegment

Revenues are attributed to U.S. and internatioeaftpphies based primarily upon the country in tvitie seller, payment recipient,
customer, website that displays advertising, oeofervice provider, as the case may be, is located

Because we generated a majority of our net reveint&mationally in recent periods, including thege months ended September 30,
2014 and 2013, we are subject to the risks of dbirginess in foreign countries as discussed uriRit 1l - Item 1A - Risk Factors." In that
regard, fluctuations in foreign currency exchargtes impact our results of operations. We haveeido exchange risk management prog
that is designed to reduce our exposure to flucogtin foreign currencies; however, the effecte®nof this program in mitigating the img
of foreign currency fluctuations on our resultpgrations varies from period to period, and in givgn period our operating results are
usually affected, sometimes significantly, by chesin currency exchange rates. Fluctuations inaxgh rates also directly affect our cross-
border revenue. We calculate the year-over-yeaaanpf foreign currency movements on our businsssguprior period foreign currency
rates applied to
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current year transactional currency amounts. Weedhe impact of foreign currency fluctuationsc(usive of our hedging activities) to
negatively impact our financial results during tbarth quarter of 2014.

For the three months ended September 30, 2014igfocurrency movements relative to the U.S. datesitively impacted net
revenues by $38 million (inclusive of a negativgauat of approximately $16 million from hedging attes included in Payments net
revenue) compared to the same period of the pgar.yOn a business segment basis, for the threthmended September 30, 2014 , foreign
currency movements relative to the U.S. dollar fpesdy impacted Marketplaces, Payments, and Enitexpret revenues by approximat87
million , $1 million , and less than $1 million sgectively, in each case compared to the samedpefithe prior year (net of the negative
impact of hedging activities noted above in theecafsPayments net revenues).

For the nine months ended September 30, 2014igfoceirrency movements relative to the U.S. dgiiasitively impacted net
revenues by $130 million (inclusive of a negativgact of approximately $56 million from hedgingigities included in Payments net
revenue) compared to the same period of the pdar.yOn a business segment basis, for the ninehmended September 30, 2014 , foreign
currency movements relative to the U.S. dollar fpodiy impacted Marketplaces, Payments, and Enipret revenues by approximately
$129 million , $1 million, and less than $1 millimespectively, in each case compared to the samedoof the prior year (net of the negative
impact of hedging activities noted above in theecafsPayments net revenues).

The following table sets forth, for the periodsgaeted, certain key operating metrics that we belge significant factors affecting
our net revenues:

Three Months Ended September 30, Percent Nine Months Ended September 30, Percent

2014 2013 Change 2014 2013 Change
(In millions, except percentage changes)

Supplemental Operating Data:
Marketplaces Segment?

GMV @ $ 20,07¢ $ 18,34¢ 9% $ 61,10 $ 54,92¢ 11%
Payments Segment:

Merchant Services Net TP $ 42,23t $ 30,72¢ 3% $ 119,76¢ $ 88,61¢ 35%

On eBay Net TPW) $ 14,34: $ 13,11 9% $ 43,86( $ 39,07: 12%

Net TPV © $ 56,57t $ 43,831 2% $ 163,62¢ $ 127,69( 28%
Enterprise Segment:

Gross Merchandise Sal&s $ 90C $ 787 14% $ 2,77¢  $ 2,40¢ 15%

Q) eBay's classifieds websites, brands4friends ang@®hg.com are not included in these met

(2) Total value of all successfully closed tranigans between users on Marketplaces platforms dutia period regardless of whether the
buyer and seller actually consummated the trarsaatixcludes vehicles and real estate gross medideanolume.

) Total dollar volume of payments, net of payt@versals, successfully completed through ounpets networks, including PayPal
Credit, Venmo and payments processed though Beaistfull stack payments platform during the pereodtludes PayPal's and
Braintree's payment gateway businesses and payifieeritansactions on our Marketplaces platforms.

4) Total dollar volume of payments, net of payt@versals, successfully completed through ounpys networks, including PayPal
Credit, during the period for transactions on owarkétplaces platforms.

(5) Total dollar volume of payments, net of payt@versals, successfully completed through ounpets networks, including PayPal
Credit, Venmo and payments processed through Be&iistfull stack payments platform during the périexcludes payments sent or
received through PayPal's and Braintree’s paymateiwpy businesses.

(6) Represents the retail value of all sales aatisns, inclusive of freight charges and net tvednce for returns and discounts, which
flow through our Enterprise commerce technologidsether we record the full amount of such transacéis a product sale or a
percentage of such transaction as a service feljdss volume transacted through the Magento platfo
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Seasonality

The following table sets forth, for the periodsgaeted, our total net revenues and the sequen@atarly movements of these net
revenues:

Three Months Ended

March 31 June 30 September 30 December 31
(In millions, except percentage changes)

2012
Net revenues $ 3,271 $ 3,39¢ $ 3,40 $ 3,99
Percent change from prior quarter 3% 4% 0% 17%
2013
Net revenues $ 3,74¢ $ 3877 $ 3,892 $ 4,53(
Percent change from prior quarter (6)% 3% 0% 1€%
2014
Net revenues $ 4,26 $ 4,36¢€ 4,35: —
Percent change from prior quarter (6)% 2% 0% —%

We expect transaction activity patterns on our itebgo mirror general consumer buying patterng. Enterprise segment is highly
seasonal. The fourth calendar quarter typicallyants for a disproportionate amount of Enterpritta annual revenues because consumers
increase their purchases and businesses increasadkertising to consumers in the fourth quantdiday season. We expect that these tr
will continue.

Marketplaces Net Transaction Revenues

Marketplaces net transaction revenues increasedni@n , or 6% , while GMV increased 9% duringtthree months ended
September 30, 2014 compared to the same peride iprior year. The increase in net transactionmegaluring the three months ended
September 30, 2014 was due primarily to growthalume, as well as a benefit from foreign curreneywvements against the U.S. dollar,
partially offset by increased use of buyer coupams seller incentives, which are accounted for @slaction in revenue. Our net transaction
revenue growth during the three months ended Sdyate80, 2014 was also negatively impacted by deslin volume caused by a continued
reduction in traffic primarily the result of Goofflesearch engine algorithm changes and pricingggsat our StubHub business.

Marketplaces net transaction revenues increasesl idllion , or 9% , while GMV increased 11% duritige nine months ended
September 30, 2014 compared to the same peride iprior year. The increase in net transactionmegs and GMV during the nine months
ended September 30, 2014 was due primarily to ¢grawtolume, as well as a benefit from foreign eagy movements against the U.S.
dollar, partially offset by increased use of bugeupons and seller incentives, which are accouiteas a reduction in revenue. Our net
transaction revenue growth during the nine montited September 30, 2014 was also negatively imgdsteleclines in volume caused by a
continued reduction in traffic primarily the resaftGoogle's search engine algorithm changes anthgrchanges at our StubHub business.

Marketplaces net transaction revenues earned attermally totaled $1.0 billion and $3.0 billion diog the three and nimaonths ende
September 30, 2014 , respectively, representing &7%tal Marketplaces net transaction revenudmih periods. Marketplaces net
transaction revenues earned internationally totf8%8 million and $2.6 billion during the three aride months ended September 30, 2013 ,
respectively, representing 55% of total Marketpsaget transaction revenues in both periods. Thre@se in international net transaction
revenues as a percentage of Marketplaces totalamestaction revenues during the three and ninemsarided September 30, 2014 was due
primarily to stronger growth in international GM¥lative to U.S. GMV, in addition to a favorable iagh from foreign currency movements
relative to the U.S. dollar.

Payments Net Transaction Revenues

Payments net transaction revenues increased $28@mior 19% , during the three months ended &mapier 30, 2014ompared to th
same period of the prior year, due primarily tararease in net TPV of 29% , partially offset bipaer take rate. The increase in net TPV
was due primarily to growth in consumer and merthiae of PayPal both on and off eBay and the imfvant the acquisition of Braintree.
The lower take rate was due primarily to a shifaiger merchants who pay lower rates, a higheceuatnation of Merchant Services volume
where we generate a lower take rate and an inciheasd TPV generated through our unbranded preduath as Braintree. Our Merchant
Services Net TPV increased 37% during the threetnsoended September 30, 2014 compared to the saniod pf the prior year, and
represented 75% of PayPal's net TPV for
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the three months ended September 30, 2014 comfmr@ds in the same period of the prior year. Onyefdst TPV increased 9% during the
three months ended September 30, 2014 comparbd 8atme period of the prior year, and represeriga & PayPal's net TPV for the three
months ended September 30, 2014 compared to 3@3é same period of the prior year.

Payments net transaction revenues increased $8&dnmior 19% , during the nine months ended Sapier 30, 2014 compared to the
same period of the prior year, due primarily tdrasrease in net TPV of 28% , partially offset bipwer take rate. The increase in net TPV
was due primarily to growth in consumer and mercthige of PayPal both on and off eBay and the imfsant the acquisition of Braintree.
The lower take rate was due primarily to a shifiar@er merchants who pay lower rates, a higheceutnation of Merchant Services volume
where we generate a lower take rate and an incieasst TPV generated through our unbranded preduath as Braintree. Our Merchant
Services Net TPV increased 35% during the nine hwanhded September 30, 2014 compared to the saiod péthe prior year, and
represented 73% of PayPal's net TPV for the ninethsoended September 30, 2014 compared to 69% isatine period of the prior year. On
eBay Net TPV increased 12% during the nine montideeé September 30, 2014 compared to the same p#ribd prior year, and
represented 27% of PayPal's net TPV in the ninetinscended September 30, 2014 compared to 31% sathe period of the prior year.

Payments net transaction revenues earned intemadijidotaled $1.0 billion and $2.9 billion duritige three and nine months ended
September 30, 2014 , respectively, representing &6tal Payments net transaction revenues in pettods. Payments net transaction
revenues earned internationally totaled $835 miliad $2.4 billion during the three and nine morthded September 30, 2013,
respectively, representing 56% of total Paymentdraasaction revenues in both periods.

Enterprise Net Transaction Revenues

Enterprise net transaction revenues increased $lidmand $49 million , or 8% and 9% , during ttieee and nine months ended
September 30, 2014 compared to the same peridtie gfior year, due primarily to a 14% and 15%@éase in Gross Merchandise Sales for
those respective periods, partially offset by adptake rate.

Marketing Services and Other Revenues

Marketing services and other revenues increasedriidn , or 10% , during the three months endegt8mber 30, 2014 compared to
the same period of the prior year, and represelfiétl of total net revenues for both periods. Thedase in marketing services and other
revenues during the three months ended Septemb2038 was due in part to growth in our PayPal €gattfolio of consumer receivables
and increased revenue from our classifieds busisess

Marketing services and other revenues increasefl Bdl8on , or 11% , during the nine months endegit8mber 30, 2014 compared to
the same period of the prior year, and represelfiétl of total net revenues for both periods. Thedase in marketing services and other
revenues during the nine months ended Septemb&03@,was due in part to growth in our PayPal Grealitfolio of consumer receivables,

an increase in the revenue share we earn througtuoent credit program agreement with Synchrdagnferly GE Retail Capital Bank), ai
increased revenue from our classifieds businesses.
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Summary of Cost of Net Revenues

The following table summarizes changes in costevfravenues for the periods preserited

Three Months Ended Change from Nine Months Ended Change from
September 30, 2013 to 2014 September 30, 2013 to 2014
2014 2013 in Dollars in % 2014 2013 in Dollars in %

(In millions, except percentages)
Cost of net revenues:

Marketplaces $ 421 $ 37¢ $ 43 11% $ 1,24¢ $ 1,101 $ 14£ 13%
As a percentage of total
Marketplaces net revenues 19.5% 18.€% 19.2% 18.2%
Payments 765 665 10C 15% 2,271 1,92¢ 34z 18%
As a percentage of total
Payments net revenues 39.2% 41.(% 39.€% 40.2%
Enterprise 20< 17¢ 25 14% 612 557 55 10%
As a percentage of total
Enterprise net revenues 78.2% 70.6% 77.(% 73.5%
Corporate and other — 3 (3 (100% 3 1 2 20(%
Total cost of net revenues $ 1,38¢ $ 122¢ § 16f 13% $ 4,13: $ 3,581 $§  54F 15%
As a percentage of net revenues 31.% 31.%% 31.&% 31.1%

Q) During the first quarter of 2014, we changed @portable segments based upon changes in gamiaational structure which reflect
the integration of our Magento platform into ourt&prise segment. Prior to this change, Magentorefasrted in corporate and oth
Prior period amounts have been revised to conforthd current period segment reporting structure.

Cost of net revenues consists primarily of costeeisted with payment processing, interest expengderrowings incurred to finance
PayPal Credit's portfolio of loan receivables, oostr support, site operations and fulfillment. $figant components of these costs include
bank transaction fees, credit card interchangeaasdssment fees, interest expense on indebtedoas®d to finance the purchase of
consumer loan receivables related to PayPal Caeddunts, employee compensation, contractor dasiities costs, depreciation of
equipment and amortization expense.

Marketplaces

Marketplaces cost of net revenues increased $4®ménd $145 million , or 11% and 13% , during theee and nine months ended
September 30, 2014espectively, compared to the same periods optioe year. The increase was due primarily toramease in volume al
continued investment in our site operations, dataars and customer support. The cost of net r@seas a percentage of Marketplaces net
revenues increased by 0.9 percentage points arqefc8ntage points during the three and nine manttled September 30, 2014 ,
respectively, compared to the same periods in tioe pear.

Payments

Payments cost of net revenues increased $100 mdhad $343 million , or 15% and 18% , during the¢hand nine months ended
September 30, 2014 , respectively, compared tsdhee periods of the prior year. The increase wagdmarily to the impact of growth in
net TPV and growth in our customer support initi@si, offset in part by favorable transaction expa@ases. The cost of net revenues as a
percentage of Payments net revenues decreasefl pgreentage points and 0.6 percentage pointsgitiventhree and nine months ended
September 30, 2014 , respectively, compared tsdahee periods in the prior year.

Enterprise
Enterprise cost of net revenues increased $25omiind $55 million , or 14% and 10% , during thee¢hand nine months ended
September 30, 2014 , respectively, compared tsdhee periods of the prior year. This increase waspdimarily to the increase in Gross

Merchandise Sales. The cost of net revenues asantage of Enterprise net revenues increased8gercentage points and increase®hy
percentage points during the three and nine masitled September 30, 2014 , respectively, comparggktsame periods in the prior year.
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Summary of Operating Expenses, Non-Operating Itearsl Provision for Income Taxes

The following table summarizes changes in operagixpenses, non-operating items and provision foorite taxes for the periods
presented:

Three Months Ended Change from Nine Months Ended Change from
September 30, 2013 to 2014 September 30, 2013 to 2014
2014 2013 in Dollars in % 2014 2013 in Dollars in %
(In millions, except percentage changes)

Sales and marketing $ 92¢ $ 758 $  16¢ 22% $ 264: $ 2,22 $ 41¢ 18 %
Product development 511 43z 78 18 % 1,491 1,31¢ 17¢ 13%
General and administrative 447 41F 27 7% 1,36¢ 1,24: 12¢€ 10%
Provision for transaction and loan
losses 24¢ 18t 64 35% 68t b5Z 132 24%
Amortization of acquired
intangible assets 58 81 (23 (28)% 21C 24E (35 (14%
Interest and other, net 20 74 (59 (73)% 24 89 (65) (73)%
Provision for income taxes (228) (189 56 (30)% (3,459 (432 (3,029 70C %

The following table summarizes operating expenses;operating items and provision for income taxes psraentage of net revent
for the periods presented:

Nine Months Ended September

Three Months Ended September 3( 30,
2014 2013 2014 2013
Sales and marketing 21% 19% 20% 19%
Product development 12% 11% 11% 11%
General and administrative 10% 11% 11% 11%
Provision for transaction and loan losses 6% 5% 5% 5%
Amortization of acquired intangible assets 1% 2% 2% 2%
Interest and other, net —% 2% —% 1%
Provision for income taxes 3% 5% 27% 4%

Sales and Marketing

Sales and marketing expenses consist primarilgleérising costs and marketing programs (both erdind offline), employee
compensation, contractor costs, facilities costsdapreciation on equipment. Online marketing egpsmepresent traffic acquisition costs in
various channels such as paid search, affiliateketing and display advertising. Offline advertgimcludes brand campaigns, buyer/seller
communications and general public relations expense

Sales and marketing expenses increased $168 mikin22% , during the three months ended SepteB8he2014 compared to the
same period of the prior year. The increase irssahel marketing expense was due primarily to are@se in marketing program costs (both
online and offline programs), PayPal's brand cagnmsand higher employee-related expenses (includingultant costs). Sales and
marketing expense as a percentage of net reverage2186 and 19% , respectively, for the three moatised September 30, 2014 and 2013
We anticipate sales and marketing spend to contmireerease during the fourth quarter of 2014.

Sales and marketing expenses increased $419 milio9% , during the nine months ended Septe3®e2014 compared to the
same period of the prior year. The increase irssahel marketing expense was due primarily to aeése in marketing program costs (both
online and offline programs), PayPal's brand cagmmsand higher employee-related expenses (inclugingultant costs and facility costs).
Sales and marketing expense as a percentage r@veeiues was 20% and 19% , respectively, for the mionths ended September 30, 2014
and 2013.
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Product Development

Product development expenses consist primarilyrgileyee compensation, contractor costs, facilitiests and depreciation on
equipment. Product development expenses are metoired capitalization of major site and otherdurct development efforts, including the
development of our next generation platform arahite2, migration of certain platforms, seller toatel Payments services projects. Our top
technology priorities include mobile, user expecersearch, platform and products that allow utdinue pursuing our omnichannel
strategy.

Capitalized internal use and website developmestisamere $105 million and $282 million in the thee&l nine months ended
September 30, 2014 compared to $94 million and $2@n in the three and nine months ended Sepeer8b, 2013 and were primarily
incurred by product development resources. Capédlinternal use and website development costsefiested primarily as a cost of net
revenues when amortized in future periods.

Product development expenses increased $78 mjlbori8% , during the three months ended SepteBMhe2014 compared to the
same period of the prior year. The increase wagdugrily to higher employee-related costs (inahgdconsultant costs, facility costs and
equipment-related costs) driven by increased imwvest in platform, mobile and offline. Product dey@hent expenses as a net percentage of
revenues were 12% and 11% for the three monthsdeBeptember 30, 2014 and 2013 , respectively.

Product development expenses increased $173 mjlbori3% , during the nine months ended Septe®®e2014 compared to the
same period of the prior year. The increase waddaltlee same factors noted above. Product developexpenses as a net percentage of
revenues were 11% for both the nine months endpte®éer 30, 2014 and 2013 .

General and Administrative

General and administrative expenses consist pliynafremployee compensation, contractor costs|ifes costs, depreciation of
equipment, employer payroll taxes on stock-basadpamsation, legal expenses, restructuring, inserpremiums and professional fees. Our
legal expenses, including those related to varamgoing legal proceedings, may fluctuate substiywfimm period to period.

General and administrative expenses increased $BGm or 7% , during the three months ended 8eqlter 30, 2014 compared to the
same period of the prior year. The increase wagpdugrily to higher employee-related costs. Gelhand administrative expenses as a
percentage of net revenues were 10% and 11% fahtee months ended September 30, 2014 and 2@%Beatively.

General and administrative expenses increased ®ilkén , or 10% , during the nine months endedt8eyber 30, 2014 compared to
the same period of the prior year. The increaseduasprimarily to higher employeetated costs (including consultant costs) andgssibna
services. The increase in other professional seswias due primarily to proxy related costs. Gdrard administrative expenses as a
percentage of net revenues were 11% for both tiee mionths ended September 30, 2014 and 2013 .

Provision for Transaction and Loan Losses

Provision for transaction and loan losses congistsarily of transaction loss expense associated auir customer protection
programs, fraud, chargebacks, and merchant cestiet; loan loss reserves associated with our cedoan receivables; and bad debt
expense associated with our accounts receivabdmtml We expect our provision for transaction aath loss expense to fluctuate depending
on many factors, including macroeconomic conditjans customer protection programs and the impaigulatory changes.

Provision for transaction and loan losses incre&&ddmillion and $132 million , or 35% and 24% ridg the three and nine months
ended September 30, 2014 , respectively, compartéttsame periods of the prior year. Provisiortrfansaction and loan losses as a
percentage of net revenues was 6% and 5% for the thonths ended September 30, 2014 and 2013ectasgly, and 5% for both the nine
months ended September 30, 2014 and 2013 .

Marketplaces provision for transaction losses iaseel by $5 million and $29 million , or 9% and 188uring the three and nine
months ended September 30, 2014 , respectivelypamd to the same periods of the prior year. Thussiase was driven primarily by an
increase in transaction volume, partially offseiiaprovements in our fraud detection models.
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Payments provision for transaction and loan lossareased by $57 million and $99 million , or 43%d&®6% , during the three and
nine months ended September 30, 2014 , respectatypared to the same periods of the prior yeis ificrease was due primarily to
higher transaction volume, the introduction of mawducts and initiatives to enhance customers'rexpee. The increase was also due to
growth in our PayPal Credit portfolio of receivabfeom consumer loans. Modifications to our Pay®a&ldit acceptable risk parameters did
not have a material impact on our provision fonld@sses.

Amortization of Acquired Intangible Assets

From time to time we have purchased, and we expeamintinue to purchase, assets and businessese phechase transactions
generally result in the creation of acquired inthlggassets with finite lives and lead to a coroegfing increase in our amortization expens
periods subsequent to acquisition. We amortizengitde assets over the period of estimated bensdihg the straight-line method and
estimated useful lives ranging from one to eiglargeAmortization of acquired intangible assetl$® impacted by our sales of assets and
businesses and timing of acquired intangible assxteming fully amortized. See "Note 3 - Goodwiilbldntangible Assets" to our condensed
consolidated financial statements included in tafort.

Amortization of acquired intangible assets decrédige$23 million and $35 million , or 28% and 14%uying the three and nine
months ended September 30, 2014 , respectivelypamed to the same period of the prior year.

Interest and Other, Net

Interest and other, net consists primarily of ia¢rearned on cash, cash equivalents and investnasnivell as foreign exchange
transaction gains and losses, our portion of opgyaesults from investments accounted for underettuity method of accounting, investrr
gain/loss on acquisitions and interest expensesistimg of interest charges on any amounts borraameticommitment fees on unborrowed
amounts under our credit agreement and interesinmepon our outstanding commercial paper, if ang,deebt securities. Interest and other,
net excludes interest expense on borrowings induodinance PayPal Credit's portfolio of loan igaéles, which is included in cost of net
revenues.

Interest and other, net decreased $54 million dutie three months ended September 30, 2014 cothfzatee same period of the
prior year. The decrease in interest and othenvastdue primarily to the sale of our investmentRueLala and ShopRunner in the three
months ended September 30, 2013.

Interest and other, net decreased $65 million dutie nine months ended September 30, 2@idpared to the same period of the ¢
year. The decrease in interest and other, net wapdmarily to the sale of our investments in Raled and ShopRunner during the n
months ended September 30, 2013.

Provision for Income Taxes

Our effective tax rate was 15.9% for the three meminded September 30, 2014 compared to 21.1%d@ame period in the prior
year. The decrease in our effective tax rate ferthinee months endiSeptember 30, 2014 compared to the same peridt gfrtor year was
due primarily to the repayment of the Kynetic ngeeivable and the sale of our investments in Rualzand ShopRunner during the three
months ended September 30, 2013.

Our effective tax rate was 139.4% for the nine rhernded September 30, 2014 compared to 17.7%d@ame period in the prior
year. The increase in our effective tax rate fermine months ended September 30, 2014 compareé sathe period in the prior year was
due primarily to a first quarter 2014 accrual opagximately $3.0 billion of U.S. income and appbtmaforeign withholding taxes on $9.0
billion of undistributed foreign earnings of certaif our foreign subsidiaries for 2013 and prioange

As of December 31, 2013, we had approximately $bdlion of indefinitely reinvested foreign earnings for wiiwe had not provide
U.S. income or applicable foreign withholding taxi@siring the first quarter of 2014, we altered oapital allocation strategy, which includ
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 allocatidrategy during the first quarter of 2014, we
provided for U.S. income and applicable foreignhiviilding taxes on $9.0 billion of undistributeddimn earnings of certain of our foreign
subsidiaries for 2013 and prior years, and recoeddeferred tax liability of approximately $3.0lioih . The remaining approximately $5.0
billion of undistributed foreign earnings for 20aBd prior years remains indefinitely reinvestedum international operations.

38




This change reflected our objective of increasingavailable U.S. cash, preserving our credit gasind, providing greater liquidity to
meet our other cash needs in the U.S., which mayde, among other things and subject to markediitions and other uncertainties, merger
and acquisition activity and funding opportunigti@are repurchases on an accelerated basis, pbyeintile near term.

In addition to the accrual of deferred taxes reldteundistributed foreign earnings of certain of non-U.S. subsidiaries for 2013 and
prior years discussed above, during the three nsaarid nine months ended September 30, 2014 , wedext $56 million and $155 millioof
U.S. income and applicable foreign withholding &ea $165 million and $459 million of undistributideign earnings of our non-U.S.
subsidiaries, respectively. The amount of U.S. ine@nd applicable foreign taxes recorded for eactog is based on our estimated 2014
earnings of our non-U.S. subsidiaries that arecoosidered indefinitely reinvested in our foreigremations.

From time to time, we engage in certain interconyptaansactions and legal entity restructurings. dbiesider many factors when
evaluating these transactions, including the aligninof our corporate structure with our organizagicobjectives and the operational and tax
efficiency of our corporate structure, as welltas long-term cash flows and cash needs of ourrdiftdousinesses. These transactions may
impact our overall tax rate and/or result in additil cash tax payments. The impact in any periog lmessignificant. These transactions may
be complex and the impact of such transactionsiurd periods may be difficult to estimate.

We are regularly under examination by tax authesiboth domestically and internationally. We badi#vat adequate amounts have
been reserved for any adjustments that may ultijnegsult from these examinations, although we manvide no assurances that this will be
the case given the inherent uncertainties in te@aeninations. Due to the ongoing tax examinatiasbelieve it is impractical to determine
the amount and timing of these adjustments.

Liquidity and Capital Resources

Cash Flows

Nine Months Ended September 30,

2014 2013
(In millions)

Net cash provided by (used in):
Operating activities $ 4,03¢ $ 3,28¢
Investing activities (3,745 (3,999
Financing activities 43 (859
Effect of exchange rates on cash and cash equtgalen (38 29

Net increase/(decrease) in cash and cash equis. $ 29¢€ $ (1,537)

Operating Activities

The net cash provided by operating activities aD$llion in the nine months ended September 8242vas due to a net loss of $977
million offset by adjustments of $3 billion in defed income taxes, $1.1 billion in depreciation antbrtization, $685 milliomn provision for
transaction and loan losses and $488 million ioksttased compensation and a decrease of $276miilichanges in assets and liabilities,
net of acquisition effects.

The net cash provided by operating activities aB$8llion in the nine months ended September 8@32vas due to net income of $2
billion with adjustments of $1.0 billion in depration and amortization, $553 million in provisiar transaction and loan loss&4,12 million
in stock-based compensation and $258 million iredefl income taxes and a decrease of $905 mili@hanges in assets and liabilities, net
of acquisition effects and a $75 million gain or gale of equity investments.

Investing Activities
The net cash used in investing activities of $3llibh in the nine months ended September 30, 2044 due primarily to cash paid for

purchases of investments of $6.9 hillion , purchadfegroperty and equipment of $902 million andramease of $493 million in loans
receivable, net offset by proceeds of $4.6 bilfimm the maturities and sale of investments.
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The net cash used in investing activities of $4llidh in the nine months ended September 30, 2048 due primarily to cash paid for
the purchases of investments of $5.7 billion andipases of property and equipment of $969 millipartially offset by proceeds of $2.7
billion from the maturities and sale of investmeatsl $485 milliorresulting from the repayment of the Kynetic noteeieable and the sale
our investments in RuelLala and ShopRunner.

Financing Activities

The net cash provided by financing activities 08 $dillion in the nine months ended September 3@420as due primarily to cash
inflows from $3.5 billion from the issuance of sennotes, $178 milliofrom the issuance of common stock in connectioh wie exercise ¢
stock options and the effect of $90 million of ese¢ax benefits from stock-based compensation.eTtash inflows were partially offset by
cash outflows of $3.5 billion to repurchase commtmtk and cash paid for tax withholdings in the an®f $224 million related to net share
settlements of restricted stock units and awards.

The net cash used in financing activities of $85Hian in the nine months ended September 30, 2048 due primarily to cash
outflows of $1.1 billion to repurchase common staakl cash paid for tax withholdings in the amour#2:7 million related to net share
settlements of restricted stock units and awartles& cash outflows were partially offset by caslows of $301 million from the issuance of
common stock in connection with the exercise oflstaptions and the effect of $180 million of excessbenefits from stock-based
compensation.

The negative effect of exchange rate movementssh and cash equivalents during the nine monthsdeBdptember 30, 2014 was
due to the strengthening of the U.S. dollar agaittstr currencies, primarily the Korean Won anddEiihe positive effect of exchange rate
movements on cash and cash equivalents duringitiee months ended September 30, 2013 was dhe twaakening of the U.S. dollar
against other currencies, primarily the Euro.

Stock Repurchases

In June 2012, our Board of Directors authorizetbaksrepurchase program that provided for the repase of up to $2 billion of our
common stock, with no expiration from the date wtharization. In January 2014, our Board of Direstauthorized an additional stock
repurchase program that provides for the repurcbfsp to an additional $5 billion of our commondt, with no expiration from the date of
authorization. The stock repurchase programs &eded to offset the impact of dilution from ouuéyg compensation programs and, subject
to market conditions and other factors, are alsal is make opportunistic repurchases of our comshack to reduce outstanding share
count. Any share repurchases under our stock repsecprograms may be made through open markeautionss, block trades, privately
negotiated transactions (including acceleratedestegsurchase transactions) or other means at &gt such amounts as management
deems appropriate and will be funded from our wagldapital or other financing alternatives.

Our stock repurchase programs may be limited omitexted at any time without prior notice. The tignand actual number of shares
repurchased will depend on a variety of factorduiding corporate and regulatory requirements, paicg other market conditions and
management's determination as to the appropriatefusur cash.

During the nine months ended September 30, 20 Blrepurchased approximately $3.5 billion of our ooon stock under our stock
repurchase programs. We expect, subject to maoketittons and other uncertainties, to continue mgkipportunistic repurchases of our
stock on an accelerated basis, potentially on ateea basis. As of September 30, 2014, we hadrcbpged the full amount of common st
authorized under our June 2012 stock repurchaggagroand a total of approximately $2.2 billion rémea available for further repurchases
of our common stock under our January 2014 stoglrohase program.

Shelf Registration Statement and Long-Term Debt

At September 30, 2014 , we had an effective slgiistration statement on file with the Securitied &xchange Commission that
allows us to issue various types of debt securiissvell as common stock, preferred stock, wasratgpositary shares representing fractional
interest in shares of preferred stock, purchastr@ctis and units from time to time in one or mdiferings. Each issuance under the shelf
registration statement will require the filing opeospectus supplement identifying the amount anug of the securities to be issued. The
registration statement does not limit the amourgeaiurities that may be issued thereunder. Ouityatnlissue securities is subject to market
conditions and other factors including, in the cafseur debt securities, our credit ratings and pliemce with the covenants in our credit
agreement.

In July 2014, we issued $3.5 billion of senior unsed notes, or senior notes, in an underwrittdslipoffering. These senior notes
remain outstanding and consist of $450 million agate principal amount of floating rate notes do&72 $400
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million aggregate principal amount of floating ratetes due 2019, $1.15 billion aggregate principabunt of 2.2% notes due 2019, $750
million aggregate principal amount of 2.875% natae 2021 and $750 million aggregate principal arhoti3.45% notes due 2024. These
funds were used for general corporate purposelsidimg), among other things, the repayment of ontditey commercial paper borrowings.

To help achieve our interest rate risk managemigjetctives, in connection with the July 2014 isswaaotsenior unsecured notes, we
entered into interest rate swap agreements thettefély converted $2.4 billion of those fixed ratates to floating rate debt based on the
London InterBank Offered Rate (LIBOR) plus a spteBukse swaps were designated as fair value hedgésst changes in the fair value of
certain fixed rate senior notes resulting from demin interest rates.

We previously issued senior notes in underwritteblip offerings under prior registration statemenfswhich $250 million aggregate
principal amount of 0.70% notes due 2015, $1.0dilaggregate principal amount of 1.35% notes di&/ 2$1.0 billion aggregate principal
amount of 2.60% notes due 2022, $750 million agaegrincipal amount of 4.00% notes due 2042, $6litbn aggregate principal amount
of 1.625% notes due 2015 and $500 million aggregateipal amount of 3.250% notes due 2020 remamestanding as of September 30,
2014.

The indenture pursuant to which the senior noteg Wgsued includes customary covenants that, arotiray things and subject to
exceptions, limit our ability to incur, assume olgantee debt secured by liens on specified assetster into sale and leabaek transactior
with respect to specified properties, and alsalides customary events of default.

Commercial Paper

We have a $2 billion commercial paper program pamsto which we may issue commercial paper notés maturities of up to 397
days from the date of issue in an aggregate praheimount at maturity of up to $2 billion outstamglat any time. As of September 30, 2014 ,
there were no commercial paper notes outstandirggh&@Ve in the past used proceeds from the issudrmenmercial paper notes for general
corporate purposes, including funding share re@ges. We may elect, subject to market conditianissue additional commercial paper
notes from time to time in the future.

Credit Agreement

As of September 30, 2014 , no borrowings or letbérredit were outstanding under our $3 billiordit agreement. As described
above, we have an up to $2 billion commercial pgoegram and maintain $2 billion of available beving capacity under our credit
agreement in order to repay commercial paper bongsuvn the event we are unable to repay thoseotamgs from other sources when they
become due. As a result, at September 30, 2014i/likih of borrowing capacity was available fohet purposes permitted by the credit
agreement. The credit agreement contains custoraprgsentations, warranties, affirmative and nggatovenants, including a financial
covenant, events of default and indemnificatiorvjgions in favor of the banks. The negative covémarclude restrictions regarding the
incurrence of liens, subject to certain exceptidiee financial covenant requires us to meet a gudgrtinancial test with respect to a
minimum consolidated interest coverage ratio.

Other Indebtedness

In addition to the debt described above, as ofeéaper 30, 2014 , we had $21 million of borrowingsstanding under our overdraft
facilities.

We were in compliance with all covenants in ourstaniding debt instruments for the three-month plegicded September 30, 2014 .
Commitments

As of September 30, 2014 , approximately $19.3doilbf unused credit was available to PayPal Cractibuntholders. While this
amount represents the total unused credit avajlaldéhave not experienced, and do not anticipag,all of our PayPal Credit accountholc
will access their entire available credit at anyegi point in time. In addition, the individual limef credit that make up this unused credit are
subject to periodic review and termination by thartered financial institutions that are the issudrPayPal Credit products based on, among
other things, account usage and customer creditimads. When a consumer makes a purchase using?alRaredit product, the chartered
financial institution extends credit to the consunfiends the extension of credit at the point dé sand advances funds to the merchant. We
subsequently purchase the consumer receivablasddtathe consumer loans and as a result of tirahpse, bear the risk of loss in the event
of loan defaults. However, we subsequently selrigipation interest in the entire pool of consueans to the chartered financial
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institution that extended the consumer loans. Altiiothe chartered financial institution continugewwn the customer accounts, we own and
bear the risk of loss on the related consumer vabégs, less the participation interest held byciertered financial institution, and PayPal
Credit is responsible for all servicing functiom$ated to the customer account balances. As oe8dqar 30, 2014 , the total outstanding
balance on this pool of consumer loan receivables $8.3 billion, of which the chartered financial institution owdree participation interest
$133 million , or 4.1% .

Liquidity and Capital Resource Requirements

As of September 30, 2014 and December 31, 2013hagessets classified as cash and cash equivadsn&ll as short-term and
long-term non-equity investments, in an aggregateumt of $15.1 billion and $12.8 billion, respeetiv. As of September 30, 2014 , this
amount included assets of these types held oufs&ld.S. in certain of our foreign operations toglapproximately $10.1 billion . If these
assets were distributed to the U.S., we may beestty) additional U.S. tax in certain circumstanéesdescribed under “--Provision for
Income Taxes” above, during the first quarter cf£20nve accrued deferred taxes of approximately BBion on $9.0 billion of undistributed
foreign earnings of certain of our foreign subsgidisa for 2013 and prior years that we no longegridtto indefinitely reinvest in our
international operations, which is consistent waitin capital allocation strategy. As of September284 , we had not repatriated any of this
$9.0 billion of undistributed foreign earnings betU.S. and, as a result, we have not yet paidtéx3n any portion of those earnings.
However, to the extent that we repatriate theseirgs to the U.S., we will be required to pay Ur8Bome and applicable foreign withholding
taxes on those amounts during the period when pEtriation occurs. To the extent we repatriaite$0.0 billion of undistributed foreign
earnings, we estimate, based on current tax st would increase our U.S. cash by approxitge6.0 billion, net of related tax.

We actively monitor all counterparties that hold oash and cash equivalents and non-equity invegancusing primarily on the
safety of principal and secondarily on improvinglgion these assets. We diversify our cash andemskialents and investments among
various counterparties in order to reduce our exy@should any one of these counterparties faéhaounter difficulties. To date, we have
experienced any material loss or lack of accessitanvested cash, cash equivalents or short-tewesiments; however, we can provide no
assurances that access to our invested cash, qaishlents or short-term investments will not bg@aoted by adverse conditions in the
financial markets. At any point in time we havedarin our operating accounts and customer accthatsre deposited with third party
financial institutions.

To the extent that our PayPal Credit or other ¢neiducts become more widely available throughrowed and more comprehensive
product integrations with eBay, PayPal and othanalels, and as we further promote PayPal Credithar credit products, customer
adoption and usage of such products may expandrésujting growth in the portfolio of PayPal Creditother loan receivables would
increase our liquidity needs and any failure to ntleese liquidity needs could adversely affectPagPal Credit business. We currently fund
the expansion of the PayPal Credit portfolio ohleaceivables with domestic and international easburces and borrowings.

In addition, in June 2014, we agreed, subject ttageconditions, that PayPal, one of its affil&t@ a third party partner will purchase
a portfolio of consumer loan receivables relatinghie customer accounts arising out of our curcegdit program agreement with Synchrony
(formerly GE Capital Retail Bank) for a price bagedthe book value of the consumer loan receivgtdetolio at the time of the purchase
(expected to be October 2016), subject to cer@jmséments and exclusions. As of December 31, 28¢8¢chrony had a net receivables
portfolio under the credit program agreement ofrapimately $1.3 billion.

We believe that our existing cash, cash equivalamtsshort-term and long-term investments, togetliter cash expected to be
generated from operations, borrowings availablesuodr credit agreement and commercial paper pnogaad our access to capital markets,
will be sufficient to fund our operating activitieanticipated capital expenditures and requiremétagPal Credit portfolio of loan receivables
and stock repurchases for the foreseeable future.

Off-Balance Sheet Arrangements

As of September 30, 2014 , we had no off-balaneetsfirrangements that have, or are reasonably likdlave, a current or future
material effect on our consolidated financial cdiodi, results of operations, liquidity, capital exulitures or capital resources.

In Europe, we have various cash pooling arrangesneith financial institutions for cash managemamoeses. These arrangements
allow for cash withdrawals from these financialtingions based upon our aggregate operating calsimbes held in Europe within the same
financial institutions (“Aggregate Cash Depositfhese arrangements also allow us to withdraw amscexteeding the Aggregate Cash
Deposits up to an agreed-upon limit. The net baafthe withdrawals and
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the Aggregate Cash Deposits are used by thesecfalanstitutions as a basis for calculating outr inéerest expense or income under these
arrangements. As of September 30, 2014 , we hathiof $7.0 billion in cash withdrawals offsettingr $7.0 billion in Aggregate Cash
Deposits held within these financial institutiomrsder these cash pooling arrangements.

Indemnification Provisions

In the ordinary course of business, we have inddiieited indemnification provisions in certain @fir agreements with parties with
which we have commercial relations, including aanglard marketing, promotions and application-progninginterface license agreemel
Under these contracts, we generally indemnify, Ialdnless and agree to reimburse the indemnifielyf far losses suffered or incurred by
the indemnified party in connection with claimsdthird party with respect to our domain nameslenaarks, logos and other branding
elements to the extent that such marks are apjpdicatmur performance under the subject agreenmremany of its major ecommerce
agreements, our Enterprise business has agreedamnify Enterprise clients against certain claloyshird parties regarding our products
and services; these agreements may include indesnilated to various intellectual property riglaisd we have provided similar
indemnities in a limited number of agreements far @ather businesses. In certain cases we havedtyrgeovide indemnification for
intellectual property infringement. In our PayPasimess, we have provided an indemnity to our paymecessors in the event of certain
third-party claims or card association fines agatims processor arising out of conduct by PayP&ayPal customers. PayPal has also
provided a limited indemnity to merchants using @il point of sale payment services and to mactufers of its point of sale devices (e.g.,
the PayPal Here devices and the Beacon devicagdition, PayPal Credit has provided indemnifiaaoovisions in its agreements with the
chartered financial institutions that issue itsddreroducts. It is not possible to determine treximum potential loss under these
indemnification provisions due to our limited histaf prior indemnification claims and the uniquetfs and circumstances involved in each
particular provision. To date, losses recordeduinamnsolidated statement of income in connectigh @ur indemnification provisions have
not been significant, either individually or colieely.

ltem 3: Quantitative and Qualitative Disclosures About Market Risk

The information in this section should be readdnreection with the information on financial markisk related to changes in interest
rates and non-U.S. currency exchange rates inlPagm 7A, “Quantitative and Qualitative Disclags About Market Risk,” in our Annual
Report on Form 10-K for the year ended DecembeRB13 . Our market risk profile has not changedigicantly during the first ninenonth:
of 2014 .

Interest Rate Risk

We are exposed to interest rate risk relating toimeestment portfolio and our outstanding debt. $&ek to reduce earnings volatility
that may result from changes in interest rates.

As of September 30, 2014 , approximately 29% oftotal cash and investment portfolio was held ishcand cash equivalents. As
such, changes in interest rates will impact intereome. Fixed rate securities may have theirrfarket value adversely affected due to a
in interest rates, and we may suffer losses incjpal if we are forced to sell securities that hdeelined in market value due to changes in
interest rates.

As of December 31, 2013, 100% of the outstandimips@otes issued under our shelf registratiorestants bore interest at fixed ra
In July 2014, we issued additional senior notesnraggregate principal amount of $3.5 billion cosgxt of $850 million of floating rate not
and $2.65 billion of fixed rate notes, as descriletthe “Shelf Registration Statement and Long-Té&abt” section of Management's
Discussion and Analysis of Financial Condition &ebsults of Operations (Item 2) in this Quarterly8®. In order to reduce volatility that
may result from changes in interest rates, we edteito $2.4 billion of interest rate swap agreernéimat have the economic effect of
modifying the fixed interest obligations associatéth $1.15 billion of our 2.2% senior notes dug/R019, $750 million of our 2.875%
senior notes due July 2021, and $500 million of 2460% senior notes due July 2024 so that thedsit@ayable on those notes effectively
became variable based on LIBOR plus a spread. éuctianges in interest rates will impact interegpease on any borrowings under our
revolving credit facility, which bear interest &ddting rates, and the interest rate on any comialgraper borrowings we make and any debt
securities we may issue in the future and, accghginvill impact interest expense or cost of netereues (or both).

As of September 30, 2014ve held no direct investments in auction rateisges, collateralized debt obligations, structuevestmer
vehicles or mortgage-backed securities.
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Investment Risk

The primary objective of our investment activitiego preserve principal while at the same timerimejng yields without significantly
increasing risk. To achieve this objective, we rtaimour portfolio of cash equivalents and shontrt@nd long-term investments in a variety
of asset types, including bank deposits, money atdunds, government bonds and corporate debtisesur

As of September 30, 2014 , our cost and equity atkitvestments totaled $243 million , which repreed approximately 2% of our
total cash and investment portfolio and were prilpaelated to equity method investments in prilateeld companies. We review our
investments for impairment when events and circant#s indicate a decline in fair value of suchtadselow carrying value is other-than-
temporary. Our analysis includes a review of reoprirating results and trends, recent sales/atiguisiof the securities in which we have
invested and other publicly available data.

Equity Price Risk

We are exposed to equity price risk on our marketaQuity instruments due to market volatility. #sSeptember 30, 2014 , the total
fair value of our marketable equity instrumentsrfyarily related to our equity holdings in Mercadbte) was $884 million , which
represented approximately 5% of our total cashiavestment portfolio.

Foreign Currency Risk

We have significant operations internationally thet denominated in foreign currencies, primatily Euro, British Pound, Korean
Won and Australian Dollar, subjecting us to fore@mrency risk which may adversely impact our ficiahresults. We transact business in
various foreign currencies and have significargrimational revenues as well as costs. In additi@¢harge our international subsidiaries for
their use of intellectual property and technology &or certain corporate services provided by e&ay by PayPal.

We have a foreign exchange exposure managememgpratesigned to identify material foreign curreegposures, manage these
exposures and reduce the potential effects of ocoyréuctuations on our reported consolidated dlsfts and results of operations through
the purchase of foreign currency exchange contraibisse foreign currency exchange contracts areuatced for as derivative instruments;
for additional details related to our derivativetinments, please see “Note 6 — Derivative Instnigi¢o the condensed consolidated finar
statements included in this report.

European Debt Exposures

We actively monitor our exposure to the Europearkata, including the impact of sovereign debt issagsociated with Cyprus,
Greece, Ireland, Italy, Portugal and Spain. Asepft8mber 30, 2014 , we did not have any directstments in the sovereign debt of
these countries or in debt securities issued byarations or financial institutions organized iedk countries. We maintain a small numbe
operating bank accounts with Spanish, Italian aorduguese banks that have balances that we domneider material.

Iltem 4: Controls and Procedure:

(a) Evaluation of disclosure controls and procedur&ased on the evaluation of our disclosure contints procedures (as defined in
Rules 13a-15(e) and 15d-15(e)) under the SecuBtiebange Act of 1934) required by Rules 13a-16¢t)5d-15(b) under the Securities
Exchange Act of 1934, our Chief Executive Officadaur Chief Financial Officer have concluded thsiof the end of the period covered by
this report, our disclosure controls and procedurexe effective.

(b) Changes in internal controlsThere were no changes in our internal control dwancial reporting that occurred during the pédrio
covered by this report that have materially affdcter are reasonably likely to materially affeaiy anternal control over financial reporting.
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PART Il: OTHER INFORMATION

Item 1: Legal Proceeding

The information set forth under “Note 8 — Commitrteeand Contingencies — Litigation and Other Legalttérs” to the condensed
consolidated financial statements included in Rdtém 1 of this report is incorporated hereinrbference.

Item 1A:  Risk Factors
Risk Factors That May Affect Results of Operatioasd Financial Condition

Our operating and financial results are subjecvarious risks and uncertainties that could adversdfect our business, financial
condition, results of operations and cash flowswa#l as the trading price of our common stock drblt securities.

Our operating and financial results have varied quarterly basis during our operating history. Gperating and financial results may
fluctuate significantly as a result of a varietyfaétors, many of which are outside our controttbes that may affect our operating and
financial results include risks described elsewltbis section and the following:

e our ability to manage the rapid shift from ecoemoe and online payments to mobile and nelénnel commerce and payme

e our ability to improve the quality of the usesperience on our websites and through mobile deviceluding our customer
support in the event of a problem) to keep pach thi¢ improved quality of the user experience galheoffered by competitive
platforms;

* our ability to upgrade and develop our systeimsding the “replatforming” of our base PayPaitgology), infrastructure and
customer service capabilities to accommodate grawthto improve the functionality and reliability@ur websites, mobile
platforms and services at a reasonable cost whilataining 24/7 operations;

e our ability to respond effectively to increasmmnpetitive pressure in our ecommerce and Paynbaisisesses globally, including
from competitors such as Alibaba Group Holding Ltehich has a very strong regional presence andlowokyto use that presence
to expand,;

» the planned separation of eBay and PayPal eparsite independent companies, which we expecinwilve significant costs and
expenses and require significant time and atterit@m our senior management and key employees,hwdgald distract them
from operating our business, disrupt operationsrasdlt in the loss of business opportunities;

» the effectiveness of our efforts to increaserttie of growth in our StubHub business, which slagver than projected in the first
half of 2014;

« the primary and secondary effects of previoasigounced and possible future changes to our gripimducts and policies,
including, among other changes, restrictions odfioin payments made to certain sellers or in cdiomewith certain transactions;
updates to our seller performance standards; clangeur fee structure; changes to the checkowss) new functionality for
sellers to specify shipping, payment and returiicpes (collectively referred to as “business p@&g), (sellers began to be opted
into some of these business policies in August 2018all of them will become mandatory in 2015}oawatic enrollment of new
sellers in an automated eBay returns process, twed products and features through which we aneasingly intermediating
more aspects of transactions between buyers aledssesing our platforms;

* our ability to retain an active user base, attreew users, especially in countries where mgs&aetration of our services is high or
if the growth of online and mobile commerce sloasd encourage existing users to list items for aatbpurchase items through
our websites and mobile platforms, or use our paraervices, especially in the face of improvinghpetitor platforms;

» consumer confidence in the safety and secufitsaosactions using our websites and technolawiyding through mobile
devices) and customer concerns arising from thgahor perceived use of personally identifiablemiation and the effect on
such confidence of any changes in our practicegaticies or of any events such as the recentsktarity incident that led us to
require eBay Marketplaces customers to reset ffasiswords or data security breaches at other caesptrat may impact general
consumer confidence in online transactions;

- decreased usage of eBay Marketplaces by cussonter were required to reset their passwords (@ietucustomers who fail to
remember their new password or are only occasiaseis);

e our ability to address a slower rate of growthhia Marketplaces segme
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the actions of our competitors, including the idtrotion of new stores, channels, websites, moliggems, applications, servict
products and functionality, or changes to the pmiowi or prices of products and services importauiur success, including
interchange, Internet search and mobile operatintems;

our ability to effectively manage the costs of adinister our user protection progra

the impact on PayPal or PayPal Credit (formBilyMe Later) of new regulations enacted pursuarntaws regulating financial
institutions, including the Dodd-Frank Wall Stré&sform and Consumer Protection Act in the U.StherDodd-Frank Act, and
the impact of other new laws that may be enactgdlating financial institutions;

our ability to comply with existing and new laasd regulations as we expand the range and gdugaascope of our products
and services and as we grow larger, including tfengs and regulations discussed below under theéoreg There are many risks
associated with our international operations,” “&e subject to general litigation and regulatospdies,” “Our Payments
business is subject to a number of laws and regukgtincluding those governing banking, cross-boahd domestic money
transmission, foreign exchange and payment senticasvary in the markets where we operate,” “Bayments business is
subject to anti-money laundering and counter-t&trdinancing laws or regulations,” and “Our Payrseusiness is subject to
consumer protection laws and regulations”;

new laws or regulations (such as those that stety from the proposed Anti-Counterfeiting Tradeefggment (ACTA) and Trans-
Pacific Partnership Agreement (TPP), the Europeams@mer Rights Directive and the proposed revisiortee European Data
Protection Directive) and interpretations of exigtlaws or regulations that impose liability onfasthe actions of our users or
otherwise harm our business models, especiallyealsagome more actively involved in various aspettsansactions on our
platforms;

regulatory and legal actions imposing obligationsoar businesses or our us

our ability to manage the costs of compliance witlsting and new laws and regulations that affectbusinesse

new laws or regulations (in particular, finad@aprivacy laws or regulations) enacted in juigsidns in which we do business that
require data (including customer information, tiestgn data or other information) to be stored llgaan servers in that
jurisdiction and/or prohibit such data from beingnismitted outside of that jurisdiction, which abicrease our operational co
or capital expenditures and potentially impactghegormance and availability of our services andfar ability to use or process
customer data;

the volume, velocity, size, timing, monetizatiordamompletion rates of transactions using our websit technolog

our ability to reduce the loss of active buyansl sellers and increase activity of the usersioMarketplaces business, especially
with respect to our top buyers and sellers, ancease activity of PayPal account holders, partityiia our merchant services
business;

our ability to develop product enhancementsgmms and features on different platforms and neatdlvices at a reasonable cost
and in a timely manner, including our initiativesmake several PayPal solutions available at ttadl point of sale;

changes to our use of advertising on our websitdsr@obile platform:

the costs and results of litigation or regulatoetians that involve u

technical difficulties or service interruptions olving our website:

disruptions to services provided to us or our ubgrihird parties

our ability to manage the transaction loss raunMarketplaces, Payments and Enterprise busis;

our ability to manage funding costs, credit @sid interest-rate risk associated with our PagiPadlit business and our other credit
products;

our ability to manage service operations (oedif/ely partner with a third party for such seevimperations) for credit portfolios,
including at the time we acquire the co-randedilretadit card portfolio currently being jointly fefred by PayPal and Synchrony
Financial (formerly, GE Capital Retail Bank);

our ability to successfully and cosffectively integrate and manage businesses thaicgeire

the amount and timing of operating costs andtabgxpenditures relating to the maintenance aqésion of our businesses,
operations and infrastructure;

our ability to comply with the requirements aitiies whose services are required for our opematisuch as payment card
networks and banks;

the cost and availability of traditional and onlimévertising, and the success of our brand buildimdymarketing campaigi
business disruptions, costs and future eventsecklatshareholder activis

our ability to attract new personnel in a timelgaffective manner and to retain key employ

the continued healthy operation of our technolagypdiers and other commercial counterpar

continued consumer acceptance of the Interrdebamobile devices as a medium for commerce agchpats in the face of
increasing publicity about data privacy issuesluding data breaches, fraud, spoofing, phishingisas, spyware, malware and
other dangers; and

macroeconomic and geopolitical events affecting mante generall
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It is difficult for us to forecast the level or oe of our revenues or earnings accurately. In \déthe rapidly evolving nature of our
business, period-to-period comparisons of our dpeyaesults may not be meaningful, and you showoldrely upon them as an indication of
future performance. We do not have backlog, andtamtially all of our net revenues each quarteredmm transactions involving sales or
payments during that quarter. Due to the inherdfitdty in forecasting revenues, it is also diffilt to forecast income statement expenses as
a percentage of net revenues. Quarterly and amm@he statement expenses as a percentage ofveetiess may be significantly different
from historical or projected rates. Our operatiaguits in one or more future quarters may fall Wwetloe expectations of securities analysts
investors. In that event, the trading price of cammon stock would almost certainly decline.

We invest heavily in technology, marketing and potion, customer support, protection programs anihén development of the
operating infrastructure for our operations. Sorhhig investment entails long-term contractual aaitments. As a result, we may be unable
to adjust our spending rapidly enough to comperfsaitany unexpected revenue shortfall, which mayrhaur profitability.

The growth rate of Internet users is slowing in yneountries where we have a significant presenseoux growth rates in established
markets slow, we will increasingly need to focuskeeping existing Marketplaces users (especialiytap buyers and sellers) and PayPal
account holders (especially in our merchant sesvimesiness) active and increasing their activitgllen our websites and mobile platform:
order to continue to grow those businesses. Thetgrof Internet users is accelerating in some aeesiand regions where we do not have a
significant presence (e.g., Brazil/Latin AmericaisRia, China and certain other countries in whiehde not have a meaningful (or, in some
cases, any) domestic business). If we are unaldstaiblish our businesses and drive adoption o$ewices in such markets, our future
growth would be negatively impacted. New usersichsmarkets exhibit different behaviors than thioss our more developed markets;
including fewer interactions, lower levels of engawgnt, lower conversion and/or lower values of eéatdraction or conversion.

Mobile commerce and mobile payments represent@easingly important part of our businesses. Oaraigho have joined, and/or
primarily interact with, us through mobile devigegay exhibit different behaviors than our more tiiadal ecommerce and payments users. If
this or other changes in customer behavior resutwer interactions, lower levels of engagemewger conversion and/or lower values of
each interaction or conversion, our businessesidmeiharmed.

Our Payments business continues to face increasegetitive pressure, including from relatively namd/or well-financed
competitors. Recent technological and competith@nges, such as the general availability of tolksitna from the payment card industry,
enabled new competition (for example, Apple hasanped its new mobile payments system, Apple P@ghnological advances and
increasing user sophistication have increased ¢apes around the user experience for online aoldile payments, including speed of
response and ease of use for both merchants asdroens. In addition, competitive pressure and telcigical advancement are reducing the
fees that can be charged for payments services Hre unable to continue to adapt our servicegys that improve the user experience and
increase user engagement, our competitive positsmenue, operating results and global active atsomay be negatively impacted, which
would harm our Payments business.

Our Marketplaces business continues to face ineteesmpetitive pressure online and offline, and tdue convergence of online and
offline commerce. In particular, the competitivemadfor, and the expected level of service from,neceerce and mobile commerce has
significantly increased, due to, among other fagtonproved user experience, greater ease of buynds, lower (or no) shipping costs,
faster shipping times and more favorable returicigd. If we are unable to adapt our services igsnthat reflect the changing demands of
ecommerce and mobile commerce marketplaces, plarlicthe higher growth of sales of fixed-pricente and higher expected service levels
(some of which depend on services provided by setia our platforms), our business will suffer.

We regularly announce changes to our Marketplaaembss intended to drive more sales and imprdier séficiency and buyer
experiences and trust. Some of the changes thhveannounced to date have been controversial avithled to dissatisfaction among,
certain of our sellers, and additional changeswhaannounce in the future may also be negativadgived by some of our sellers. This may
not only impact the supply of items listed on owgbsites, but because many sellers also buy frorwehsites, it may adversely impact
demand as well. Given the number of recent chatigésve have made and continue to make to ouripsland pricing, it may take our
sellers some time to fully assess and adjust ®etkhanges, and sellers may elect to reduce vadanoair websites and mobile platforms
while making such assessments and adjustmentsresponse to these changes. If any of these chaagss sellers to move their busines
whole or in part) away from our websites and moplforms or otherwise fail to improve gross menatlise volume or the number of
successful listings, our operating results andifaofity will be harmed.
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We believe that the mix of sales under our tradalcauction-style listing format and fixed-pricsting format will continue to shift
towards our fixed-price format. Accordingly, we leasliminated some of the features related to @ditional auction-style format and expect
others will continue to become less meaningfuatal used less frequently by, our sellers, resultirgcorresponding decrease in revenues
from those features. We also expect that the esstsciated with our seller discount programs wailittue to increase as more sellers bec
eligible for such discounts. In addition, becausarge percentage of PayPal transactions origioiatde Marketplaces platform, declines in
growth rates in major Marketplaces markets als@eghly affect PayPal's growth. The expected fugroavth of PayPal, Enterprise, StubHub
and our other lower margin businesses may alscecdmsnward pressure on our profit margins becaussetbusinesses have lower gross
margins than our Marketplaces platforms.

The sluggish economy and the sovereign debt aisikl harm our business.

Our Marketplaces, Payments and Enterprise busis@essalependent on consumer purchases, and oupiEsgeusiness is also
impacted by the offline businesses of our Entegpelgents. The economic downturn resulted in redumeyer demand and reduced selling
prices, and the slow recovery in the U.S., as aglhe impact of the sovereign debt crisis andtieglausterity measures in Europe, may
reduce the volume and prices of purchases on otké¥fdaces platforms, the volume and prices ofdaations paid for using our payment
services and the online and offline businessesioEaterprise clients, any of which would adversafect our business. These
macroeconomic factors could also have a negatideadwuerse impact on companies with which we dorfassi, which in turn could have a
further adverse effect on our business.

We are exposed to fluctuations in foreign curreexghange rates and interest rates.

Because we generate the majority of our revenutssdeuthe U.S. but report our financial resultd)is. dollars, our financial results
may be impacted by fluctuations in foreign curreegghange rates. In connection with its multi-coecseservice, PayPal fixes exchange rates
twice per day, and may face financial exposureiifdorrectly fixes the exchange rate or if expesuports are delayed. Given that PayPal
also holds some corporate and customer funds iFLhBncurrencies, its financial results are affddig the translation of these non-U.S.
currencies into U.S. dollars. In addition, the ssaf operations of many of our internationallg@ised websites are exposed to foreign
currency exchange rate fluctuations as the findneglts of the applicable subsidiaries are ti@esl from the local currency into U.S. dollars
upon consolidation. If the U.S. dollar weakens agaioreign currencies, the translation of theseifm currency denominated transactions
will result in increased revenues, operating expsrd net income. Similarly, if the U.S. dollaeegthens against foreign currencies, our
translation of foreign currency denominated tratieas will result in lower net revenues, operatigpenses and net income.

For the nine months ended September 30, 2014igfooeirrency movements relative to the U.S. dgilasitively impacted net revenues
by $130 million (inclusive of a negative impactagproximately $56 million from hedging activitiexluded in Payments net revenue)
compared to the same period of the prior year.odsidin currency exchange rates vary relative tdtf& dollar, net revenues and other
operating results, when translated, may differ miatg from expectations. In particular, to the ext the U.S. dollar strengthens against the
Euro, British pound, Korean won, Australian dolterCanadian dollar, our foreign revenues and wefitl be reduced as a result of these
translation adjustments. While from time to time eveter into transactions to hedge portions of oteign currency translation exposure, it is
impossible to predict or completely eliminate tfile@s of this exposure. Fluctuations in foreigmrency exchange rates could significantly
impact our financial results, which may result miapact on the trading price of our common stock.

In addition, we face exposure to fluctuations iteirst rates. Relatively low interest rates haveinaed to limit our investment incorr
including income we earn on PayPal customer batarineaddition, we may incur additional indebtedniesthe future, including through
public or private offerings of debt securities tlmough the credit markets. A rise in interestsat®uld increase the cost of such indebtedness
in the future. Fluctuations in interest rates thmit our investment income and/or increase thd ocb$uture indebtedness could adversely
affect our financial results.

Our Payments business is subject to a number of &l regulations, including those governing bagkiross-border and domestic
money transmission, foreign exchange and paymevites, that vary in the markets where we operate.

Our Payments business is subject to various lawsegulations in the U.S. and other countries witesperates, including those
governing banking, cross-border and domestic moraggmission, foreign exchange and payment sepnsoeh as payment processing and
settlement services. The legal and regulatory rements that apply to our Payments business vaheimarkets where we operate and have
increased over time as the geographical scope@nglexity of our business and products have expdndéile our Payments business has a
compliance program focused on compliance with apple laws and regulations and has significanttyegased the resources of that program
in the last several years, there can be no assithatwe will not be subject to fines or otheragoément actions in one or more jurisdictions
or be required to make
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changes to our business practices or complianaggrs to comply in the future. Any new laws andutations (or changes to, or expansion
of, the interpretation or application of existiragws and regulations) applicable to our Paymentsbss could subject us to additional
restrictions on our operations, additional comgimand licensure requirements and increased regylstrutiny, which could force us to
change our business practices or limit our abititgrow our business. Costs associated with fieefarcement actions, changes in compli
requirements or limits on our ability to grow owsiness, could adversely affect our financial rissahd harm our Payments business.

While PayPal currently allows its customers withdit cards to send payments from approximatelyri@ftkets, PayPal only allows
customers in 110 of those markets (including th®.)to receive payments, in some cases with sanifirestrictions on the manner in which
customers can withdraw funds. These limitations afégct PayPal’'s ability to grow in these mark@$the markets whose residents can use
the PayPal service, 32 (28 countries plus four élraverseas departments) are members of the Eurdpean, or EU. Since 2007, PayPal
has provided localized versions of its serviceustamers in the EU through PayPal (Europe) S.atrCie, SCA (PayPal (Europe)), a wholly-
owned subsidiary of PayPal that is licensed angestibo regulation as a bank in Luxembourg by tleen@ission de Surveillance du Secteur
Financier (CSSF). Accordingly, PayPal (Europeuisjsct to significant fines or other enforcemerttacif it violates the disclosure,
reporting, antimoney laundering, capitalization, funds managenwporate governance, privacy, information segutéxation, sanctions
other requirements imposed on Luxembourg banks.fi@g or other enforcement actions imposed by theembourg regulator could
adversely affect PayPal’s business. PayPal (Euioggements its localized services in EU counttiesugh a “passportiotification proces
through the Luxembourg regulator to regulatorstimeo EU member states pursuant to EU Directived,tes completed the “passport”
notification process in all EU member countrieseottihan Croatia. The regulators in these countdesdd notify PayPal (Europe) of local
consumer protection laws that apply to its businiesaddition to Luxembourg consumer protection,lawd could also seek to persuade the
Luxembourg regulator to order PayPal (Europe) todot its activities in the local country througbranch office. These or similar actions
by these regulators could increase the cost afetary, PayPal's plans for expanding its businegdUrcountries. In addition, national
interpretations of regulations implementing the E&yment Services Directive, which established a megulatory regime for payment
services providers in 2009, may be inconsistenichvbould make compliance more costly and operatipmlifficult to manage. The
European Commission has proposed revisions todiiménts Services and Anti-Money Laundering Direxgjwvhich could further make
compliance more costly and operationally diffidoltmanage.

In Australia, PayPal serves its customers throumyPBl Australia Pty. Ltd., which is licensed by fhestralian Securities Investment
Commission as a financial product and by the AliatrtaPrudential Regulatory Authority as a purchagagment facility provider, which is a
type of authorized depository institution. Accomglin PayPal Australia is subject to significantefinor other enforcement action if it violates
the disclosure, reporting, anti-money launderirggitalization, privacy, corporate governance oeotlequirements imposed on Australian
depository institutions. In China, PayPal servegiistomers through PayPal Pte. Ltd., a wholly-aisubsidiary of PayPal that is based in
Singapore (3PL).

To date, PayPal has obtained licenses to operaeramsey transmitter (or its equivalent), in 47 states, the District of Columbia,
Puerto Rico and the U.S. Virgin Islands. PayPalss licensed as an escrow agent in one U.S. Stiagetwo remaining U.S. states where
PayPal has not applied for a license do not cugreagjulate money transmitters. PayPal’s subsidieggmo, which was acquired as part of
the Braintree acquisition, provides its peer-tofgeEgyment service as an agent of PayPal, Inc.. \éaBralso licensed as a money transmitter
in California, Vermont and Washington and has aapfor a license in Hawaii and may need to obtdutitional state licenses. As licensed
money transmitters, PayPal and Venmo are subjeestdctions on their investment of customer fymdporting requirements, bonding
requirements and inspection by state regulatorpé@gs. If PayPal or Venmo were found to be in \tiolaof money services laws or
regulations, PayPal or Venmo could be subjectatoility and/or additional restrictions, forced tease doing business with residents of ce
states, forced to change its business practice=goired to obtain additional licenses or regulatgprovals that could impose a substantial
cost on PayPal or Venmo. Any change to PayPal'mbass practices that makes the service less atgaotcustomers or prohibits its use by
residents of a particular jurisdiction could alsxibase the velocity of trade on eBay and websjiesated by Enterprise clients that accept
PayPal as a form of payment, which would furthemhaur business.

In markets other than the U.S., the EU, Austrd@lianada, Brazil and Russia, PayPal serves its cessatmrough 3PL. 3PL is supervis
in Singapore as a holder of a stored value facifity 3PL is supervised as a holder of a storedevdaility, and does not hold a remittance
license, 3PL is not able to offer remittance payraéimcluding donations to charities) in Singapa@ned can only offer payments for the
purchase of goods and services.

In many of the markets (other than Singapore) sebye3PL, it is not clear whether PayPal’'s Singapmaised service is subject only to
Singaporean law or, if it is subject to local lawhether such local laws would require a paymeotgssor like PayPal to be licensed as a
bank or financial institution or otherwise. In sunlarkets, PayPal may rely on partnerships withllbaaks to process payments and conduct
foreign exchange in local currency. Local regulstevho do not have direct
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jurisdiction over Singapo-based 3PL, may use their local regulatory powetda or halt payments to local merchants condutttezligh
PayPal’s local banking partner. Such regulatoripastimpacting local banking partner arrangemeatsccimpose substantial costs and
involve considerable delay to the provision or depment of PayPal services in a given market, atccprevent PayPal from providing any
services in a given market. For example, in Noven2040, the Reserve Bank of India issued guidelindadian banks on the requirements
for processing export-related transactions forrenpayment gateway service providers such as Payeleiding an initial limitation on the
amount of individual transactions to no more th&AGk(subsequently increased to $3,000 in Octobgt 20d to $10,000 in June 2013). The
Reserve Bank has also approved an application pd¥a processing bank in India which permits Pay®arocess domestic Indian
transactions, subject to the domestic paymentrirgdiary directions issued by the Reserve Bank #imer @onditions. The Reserve Bank
could impose a suspension if it is not satisfiethwiayPal’s and its partner bank’s actions to cgmyth these guidelines. In the event of any
non-compliance, PayPal could be subject to finesfthe Reserve Bank, and PayPal's prospects foregusiness in India, both crdssrder
and domestic, could be materially and adverselgcagd. In Taiwan, changes to foreign exchange atignks have required PayPal to change
its processes to continue offering Taiwanese meisttae ability to receive payments in non-Taiwanasrency and withdraw those
payments to their Taiwanese bank in Taiwanese locyréds a result, PayPal has set up a subsidiaFgiwan to apply for Taiwanese
certification, which would enable PayPal to deckareign exchange transactions on behalf of Taiwamaerchants. In addition, we have
entered into a commercial agreement with a Taiweabask to facilitate withdrawals for our customieraiwan.

Additionally, new payment aggregator regulation®/liexico will require PayPal to register as a paytraggregator and localize the
service and offer such service through a MexicdityeWe have until September 2015 to comply withge regulations; however, complia
with these new regulations could impose substaatldltional costs and could be operationally diffico manage.

Even if PayPal is not currently required to berised in some jurisdictions, future localizatiortangeted marketing of PayPal’s service
or expansion of the financial products offered ly®al in those countries (whether alone or thraugbhmmercial alliance, joint venture or
acquisition) could subject PayPal to additionadilisure requirements, laws and regulations andasetkregulatory scrutiny. Even if PayPal
does not expand its services in the countriesrieotly serves, changes in the laws of those castould also require us to obtain new
licenses or submit new registrations. For exantpég/Pal has begun the process of acquiring a lidarBeazil and expects that new laws or
regulations may require license applications inrtbar future in Canada, Turkey, China and Hong Kdihgre can be no assurance that
PayPal will be able to obtain any such licensegnBf/PayPal were able to obtain such licensesethre substantial costs and potential
product changes involved in maintaining such liespand PayPal would be subject to fines or othiareement action if it violates
disclosure, reporting, anti-money laundering, adiziation, corporate governance or other requirégmehsuch licenses. These factors could
impose substantial additional costs and involvesi®rable delay to the development or provisioR@fPal’s products in certain countries.
Delay or failure to receive such a license or ratpuly approval could require PayPal to changeussriess practices or features in ways that
could adversely affect PayPal's expansion plarfsroe PayPal to suspend providing products and=s\o customers in one or more
countries.

In November 2008, we acquired PayPal Credit, a @amphat facilitates credit services offered byftilated banks. PayPal Credit is
neither a chartered financial institution nor isdensed to make loans in any state. AccordingbyPal Credit must rely on a bank or licensed
lender to issue the PayPal Credit products andhdxteedit to consumers to offer the PayPal Credtitise. In September 2010, WebBank
became the issuer of the PayPal Credit productsugust 2013, Comenity Capital Bank became an isstihe PayPal Credit products, and
WebBank transferred most of the customer accohatsttowned to Comenity Capital Bank. As parthi§tarrangement, we sell Comenity
Capital Bank a participation interest in the enfioml of consumer receivables outstanding undectiséomer accounts that it originates.
WebBank continues to originate loans on those atdsdhat it retained after the transfer of moshefcustomer accounts to Comenity Cay
Bank in 2013. PayPal Credit also has put in placareangement with WebBank whereby WebBank hasedderesume ownership of (and
resume lending with respect to) all customer actouimthe event of a termination or interruptiorGamenity Capital Bank'’s ability to lend.
However, if such a termination or interruption occwith little or no advance notice, the originatiof new transactions under the PayPal
Credit program will not be possible until the nenraagement is implemented, which could materiatig adversely affect PayPal Credit's
business. Both Comenity Capital Bank and WebBaekratustrial banks chartered by the State of UAaly. termination or interruption of
WebBank’s or Comenity Capital Bank’s ability to teoould result in the inability to originate anywngansactions under the PayPal Credit
program, which would require us either to reachralar arrangement with another chartered finanicisfitution, which, if possible at all, m
not be available on favorable terms, or to obtainavn bank charter, which would be a time-consg@nd costly process and, if possible at
all, would subject us to a number of additionaldaamd regulations, as well as capital requirementspliance with which would be costly
and burdensome.

Our Payments business is subject to anti-moneydiatimg and counter-terrorist financing laws and wgfions.
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Our Payments business is also subject to variotisreomey laundering and counter-terrorist finandiengs and regulations around the
world that prohibit, among other things, its invefent in transferring the proceeds of criminahdtigis. PayPal is focused on compliance
with these laws and regulations and has programsigmed to comply with new and existing anti-moreyridering and counter-terrorist
financing legal and regulatory requirements. Howeaay errors, failures or delays in complying wighleral, state or foreign anti-money
laundering and counter-terrorist financing laws eggllations could result in significant criminaldacivil lawsuits, penalties, forfeiture of
significant assets or other enforcement actiony. wew anti-money laundering and counter-terrofisricing laws and regulations (or
changes to, or expansion of, the interpretatioapmlication of existing laws and regulations) apgile to our Payments business could
subject us to additional restrictions on our openat, additional compliance and licensure requimrgiand increased regulatory scrutiny,
which could force us to change our business pretic limit our ability to grow our business. Cas¢sociated with fines or enforcement
actions, changes in our compliance requirementisnitations on our ability to grow our businessuttbhave an adverse effect on our
financial results and harm our Payments business.

PayPal routinely reports to the U.S. DepartmenhefTreasury’s Office of Foreign Assets Control AQF on payments it has rejected
or blocked pursuant to OFAC sanctions regulatiorts@n any possible violations of those regulati®tes/Pal has also cooperated with OFAC
in recent years regarding PayPal’s review process transaction monitoring and has self-reportéat@e number of small dollar amount
transactions that could possibly be in violatiorD6fAC sanctions. In September 2014, OFAC indicétedillingness to engage in settlem
discussions with PayPal regarding the alleged timia. Any such settlement could have a matedakese effect on our financial results,
results of operations and financial position.

Also, in the U.S., PayPal is subject to regulatitirad require it to report, within required timefras, suspicious activities involving
transactions of $2,000 or more, and may be requ@redtain and keep more detailed records on thdess and recipients in certain transfers
of $3,000 or more In addition, regulations govegnimepaid access programs, which took full effedflarch 2012, require PayPal to take
additional steps to verify the identity of custosaho pre-fund a PayPal balance. U.S. regulators imcreased their scrutiny of compliance
with these obligations. New and existing anti-moteyndering and counteerrorist financing regulations may require PaytBdlrther revis
or expand its compliance program, including thecpdures it uses to verify the identity of its casérs and to monitor international and
domestic transactions.

Several countries in which PayPal is regulateduaing Malaysia, Australia, Japan, Luxembourg amty&pore, have implemented n
anti-money laundering and counter-terrorist finagdaws and regulations, and PayPal has had to ofe®ges to its compliance program in
response. Regulators regularly re-examine thelbtds at which we must obtain and keep such reaardsrify identities of customers and
any increase in such thresholds could result iatgrecosts for compliance. In November 2009, thetralian anti-money laundering and
counter-terrorist financing regulator (AUSTRAC) apted an enforceable undertaking from PayPal Alisparsuant to which PayPal
Australia agreed, among other things, to appoirihdapendent auditor to assess PayPal Australidisr@oney laundering compliance
policies and procedures and issue a report idémgifgny unremediated deficiencies accompanied figmby PayPal to remedy any such
deficiencies. Pursuant to the remediation plan stibdnby PayPal Australia and accepted by AUSTRR&yPal Australia was required to
invest in significant improvements to its anti-mgh@undering and counter-terrorist financing sysepolicies and operations. AUSTRAC
formally notified PayPal of the completion of th&ferceable undertaking in early 2013. As PayPatinaes to localize its services in
additional jurisdictions, it could be required teet standards similar to or more burdensome thasetim Australia. In June 2013, the
Monetary Authority of Singapore (MAS) requestedt tRayPal submit a Global Anti-Money Laundering &ualnterTerrorist Financing Ris
Assessment Report (Risk Report). After the subimisef the Risk Report, the MAS requested that Pesttamit a Global Anti-Money
Laundering and Counter-Terrorist Financing Risk Bggment Proposal which PayPal submitted in Mardi4 20he MAS could require
modifications to PayPal’s existing compliance peogr including increased "know your customer” praced for certain customers, as a
condition of approving the Proposal. The Europeamf@ission has also announced a consultation precessisider revisions to the
European Anti-Money Laundering Directive. Additidigathe Foreign Account Tax Compliance Act, whidok effect at the start of 2013, is
likely to require an increase in the number of hh8- customers from whom we must obtain certaitif@ations, as further discussed under
the caption “Our business and users may be sulgjeeties tax and other taxes” below, and to inerélas compliance burdens on us. These
requirements, together with any new requirementhanges to existing requirements, could impossaifgignt costs on PayPal, result in
delays to planned product improvements, make ienddficult for new customers to join its networkdareduce the attractiveness of its
products.

Our Payments business is subject to consumer pimtelaws and regulations.

Our Payments business is subject to consumer piaridaws and regulations in the U.S. and othentges in which it operates. Payl
is focused on compliance with these laws and réignisand has programs designed to comply with areav
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existing consumer protection requirements. Howesny, errors, failures or delays in complying witltls consumer protection laws and
regulations could result in significant criminaldacivil lawsuits, penalties, forfeiture of signifiot assets or other enforcement actions. Any
new consumer protection laws and regulations (enghs to, or expansion of, the interpretation gtieation of existing laws and
regulations) applicable to our Payments businesklc®ubject us to additional restrictions on ouerggions, additional compliance and
licensure requirements and increased regulatontiegy which could force us to change our busingsstices or limit our ability to grow our
business. Costs associated with fines or enforceawtions, changes in our compliance requiremenlisnitations on our ability to grow our
business, could have an adverse effect on ourdiabresults and harm our Payments business.

Although there have been no definitive interpretadito date, PayPal has taken actions as thougéritge is subject to the Electronic
Fund Transfer Act and Regulation E of the U.S. Faldeeserve Board. Under such regulations, amomer ¢hings, PayPal is required to
provide advance disclosure of changes to its serticfollow specified error resolution proceduaes to reimburse consumers for losses:
certain transactions not authorized by the consuReyrPal seeks to pass most of these losses ba televant merchants, but PayPal incurs
losses if the merchant does not have sufficiend$un its PayPal account. Additionally, even techhviolations of these laws can result in
penalties of up to $1,000 for each non-compliaanigaction or up to $500,000 per violation in arasslaction, and we could also be liable for
plaintiffs’ attorneys’ fees. In the second quadg&P010, two putative class-action lawsuits (Dewariternando and Vadim Tsigel v. PayPal,
Inc. and Moises Zepeda v. PayPal, Inc.) were fitetthe U.S. District Court for the Northern Distrif California. These lawsuits contain
allegations related to violations of aspects offlertronic Fund Transfer Act and Regulation E siothtions of a previous settlement
agreement related to Regulation E, and/or allegeRhayPal improperly held users’ funds or otheniiggroperly limited users’ accounts.
These lawsuits seek damages as well as changey®als practices, among other remedies. A detextioim that there have been violations
of the Electronic Fund Transfer Act, RegulationrEviolations of other laws relating to PayPal’sgirees could expose PayPal to significant
liability. A lawsuit that has been filed by a conser association in Germany also addresses Payftattces to hold users’ funds and aims at
more transparency in the terms and conditions tdsvaonsumers as to when a user can expect Payirgidee account limitations. Any
changes to PayPal’s practices resulting from thessuits could require PayPal to incur significaosts and to expend substantial resources,
which could delay other planned product launchemprovements and further harm our business.

In January 2012, the Consumer Financial Prote®@ioreau (CFPB) finalized rules under Regulation Bndated by the Dodd-Frank
Act, which required PayPal, beginning in Octobet20o provide additional disclosures, error reBoturights and cancellation rights to U.S.
consumers who make international remittance paysn@itese remittance transfer rule requirementsddoglease our costs of processing
international payments and adversely affect ouimess. In January 2014, the CFPB proposed a réguldiat would allow it to supervise all
companies, including PayPal, that provide more thamillion international money transfers per yésrder the proposal, CFPB examiners
would be able to examine PayPal for compliance titghremittance transfer rule.

On August 7, 2013 and January 13, 2014, we recédgtlinvestigative Demands (CIDs) from the CFR&juesting that we provide
testimony, produce documents and provide informataating primarily to the acquisition, managememid operation of the PayPal Credit
business, including online credit products andisesy advertising, loan origination, customer asifjioin, servicing, debt collection, and
complaints handling practices. We are cooperatiitly the CFPB in connection with the CIDs. The Ckiasild lead to an enforcement action
and/or one or more significant consent orders, vihiey result in substantial costs, including Idgas, fines, penalties and remediation
expenses. In addition, resolution of any inquiryldaequire us to change the manner in which weaipéhe PayPal Credit business, which
could adversely affect our financial results argltes of operations.
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Changes to payment card networks or bank feess ar@ractices could harm our Payments business.

PayPal does not directly access payment card nketwsuch as Visa and MasterCard, which enable Fayd@eptance of credit cards
and debit cards (including some types of prepaids)aAs a result, PayPal must rely on banks ogrgtayment processors to process
transactions, and must pay fees for this servicanRime to time, payment card networks have ireedaand may increase in the future, the
interchange fees and assessments that they cluargach transaction using one of their cards. kamgple, in 2013, MasterCard announced a
new Staged Digital Wallet Operator Annual NetworkcAss Fee which applies to many of PayPal’s trdiosedf the buyer uses a
MasterCard to fund their payment. PayPal's paymard processors have the right to pass any ingéaseterchange fees and assessments
on to PayPal as well as increase their own feeprfuressing. Changes in interchange fees and assetsscould increase PayPal's operating
costs and reduce its profit margins. In additiarséme jurisdictions, governments have require@ disd MasterCard to reduce interchange
fees, or have opened investigations as to whetlser & MasterCard’s interchange fees and practicdste antitrust law.

In the U.S., the Dodd-Frank Act enacted in 201Gatizes the Federal Reserve Board to regulate defitinterchange rates and debit
card network exclusivity provisions, and in Jund P2(the Federal Reserve Board issued a final appiog debit card interchange fees at
significantly lower rates than Visa or MasterCardypously charged. Any material reduction in creditebit card interchange rates in the
U.S. or other markets could jeopardize Pay®Pedmpetitive position against traditional creditalebit card processors, although it would
lower PayPal’s costs. While the regulations adoptethe Federal Reserve Board in June 2011 daeat PayPal as a “payment card
network,” future changes to those regulations d?agPal’s business could potentially cause PayHa# treated as a payment card network,
which could subject PayPal to additional regulationd require PayPal to change its business practiddch could reduce PayPal’'s revenue
and adversely affect PayPal’s business.

PayPal is required by its processors to comply wéthment card network operating rules, and Pay&ablgreed to reimburse its
processors for any fines they are assessed by payrarl networks as a result of any rule violatibps?ayPal or PayPal's customers. The
payment card networks set and interpret the cded r®ayment card networks have from time to tiflegad that various aspects of PayPal's
business model violate these operating rules.dfi sllegations are not resolved, they could réauttaterial fines and penalties or require
changes in PayPal’'s business that may be costlypaliment card networks could adopt new operatitgs ror interpret or re-interpret
existing rules that PayPal or its processors mfightdifficult or even impossible to follow, or cthg to implement. As a result, PayPal could
lose its ability to give customers the option ahgspayment cards to fund their payments, or ctadd its ability to give customers the choice
of currency in which they would like their cardlie charged, which would reduce PayPal’s revenwes éross-border trade. If PayPal were
unable to accept payment cards, its business wimukkriously damaged. In addition, the velocityrafle on eBay and websites operated by
Enterprise clients that accept PayPal as a forpagient could decrease and our business wouldsfustiffer.

PayPal is also required to comply with payment cartivorks’ special operating rules for payment merproviders to merchants.
PayPal and its payment card processors have imptemhspecific business processes for merchantroessoin order to comply with these
rules, but any failure to comply could result inds, the amount of which would be within the paynoand networks’ discretion. PayPal also
could be subject to fines from payment card netwdfrk fails to detect that merchants are engaginactivities that are illegal or that are
considered “high risk,” primarily the sale of centéypes of digital content. For “high risk” meratta, PayPal must either prevent such
merchants from using PayPal or register such matstveith payment card networks and conduct additiomonitoring with respect to such
merchants. PayPal has incurred fines from its paymard processors relating to PayPal’s failurddtect the use of its service by illegal or
“high risk” merchants. The amount of these fines hat been material, but any additional fines anftiture would likely be for larger
amounts, could become material and could reswttermination of PayPal’s ability to accept paymeards or require changes in PayPal's
process for registering new customers, which waigdificantly damage PayPal’'s business. PayPatss! igoint-of-sale solution and PayPal
Here product are also subject to payment card n&tojperating rules, which may increase the costhade products or otherwise negatively
impact their deployment, particularly internatidgpal

Similarly, consumers of the websites operated higipnise clients typically pay for purchases bymant card or similar payment
method. Accordingly, our Enterprise business faiss similar to the risks described above for RdayP

Our credit operations expose us to additional risks

The PayPal Credit service relies on third-partyahant processors and payment gateways to proegsattions. For the year ended
December 31, 2013 and the nine months ended Seete86b2014, approximately 59% and 58% , respdgtie¢ all transaction volume by
dollar amount through the PayPal Credit service sedtied through the facilities of a single

53




vendor. Any disruption to these third party paymamicessing and gateway services would adverstdgtahe PayPal Credit service.

The PayPal Credit service is offered to a wide eamigconsumers, and the financial success of tsibkss depends on the ability of the
issuing banks of the PayPal Credit products to maaedit risk related to those products. The lemdgtend credit using PayPal Credit's
proprietary segmentation and credit scoring alporg and other analytical techniques designed ttyam#he credit risk of specific customers
based on their past purchasing and payment hiatowyell as their credit scores. Based on thesemeaince criteria, a lender may extend or
increase lines of credit to consumers at the pfisale. These algorithms and techniques may rfrately predict the creditworthiness of a
consumer due to inaccurate assumptions aboutiayartconsumer or the economic environment, armathgr factors. The accuracy of the
predictions and the ability of the lenders and R&yRedit to manage credit risk related to the Rayedit service may also be affected by
legal or regulatory changes (e.g., bankruptcy lamg minimum payment regulations), competit@rstions, changes in consumer behavior
other factors. A lender may incorrectly interpiet tlata produced by these algorithms in settingr@dit policies, which may impact the
financial performance of the PayPal Credit servicaddition, economic and financial conditionghe U.S. may affect consumer confidence
levels and reduce consumers’ ability or willingnassise credit, including the credit extended bgraler to consumers who use the PayPal
Credit service, which could impair the growth amdfjpability of this business.

Over the past several years, the volume of crediineled by the financial institutions issuing tteeyPal Credit products has increase
we have continued to enable qualified buyers wilagPal account to use PayPal Credit as a paymeding option for transactions on
eBay.com and on certain merchant websites thapa&ag/Pal. We purchase the receivables relatitiget®e consumer loans extended by the
issuing banks, and therefore bear the risk ofilo$ise event of loan defaults. Like other businessgith significant exposure to losses from
consumer credit, the PayPal Credit service facesish that account holders will default on thedalyment obligations with respect to the
consumer loans, making the receivables uncollectibld creating the risk of potential charge-offse Tate at which receivables were charged
off as uncollectible, or the net charge-off ratasvapproximately 5.67% and 5.41% , respectivelyihe year ended December 31, 2013 and
the nine months ended September 30, 2014 . Theayorent rate among PayPal Credit users may incokss#, among other things,
changes to underwriting standards by the finanegltutions issuing the PayPal Credit productstsgaing economic conditions, such as a
recession or greater austerity in the U.S., and hitemployment rates. Consumers who miss paymaerttsedr obligations often fail to repay
them, and consumers who file for protection untdertiankruptcy laws generally do not repay theiditre

In 2013, PayPal began a pilot program, working witebBank, for WebBank to offer working capital firténg to selected sellers in the
U.S., and for PayPal to purchase the related rabkdg. This program is still in the pilot phasesxpanded, or if we enter into similar credit
based products offered to consumers or small bssése this would present risks similar to thoseusised above associated with the PayPal
Credit service. PayPal has also recently entettedkin extended program agreement with Synchromyp@dy GE Capital Retail Bank)
pursuant to which PayPal, one of its affiliategdhird party partner of PayPal will, subject totai conditions, purchase a dual branded
retail credit card portfolio from Synchrony withyRal ultimately owning the related receivables.sTthansaction is currently expected to
close in the fourth quarter of 2016, although there be no assurance that this transaction wilectm terms currently contemplated, or at all.
If this transaction is consummated, it will incredke risks relating to our ownership of consurnanlireceivables.

We purchase receivables related to PayPal Credibtrer credit accounts through borrowings and casburces. If we are unable to
fund our purchase of receivables related to thditbeisiness adequately or in a cost-effective regror if we are unable to efficiently
manage the cash resources utilized to purchagedtbéesables, the growth and profitability of thissiness would be significantly and
adversely affected.

Additionally, in providing credit offerings, we fawther risks similar to those faced by PayPalrilesd elsewhere in these Risk Fact
including under the captions “Government inquirnesy lead to charges or penalties,” “Our Paymensiness is subject to a number of laws
and regulations, including those governing bankangss-border and domestic money transmissionigioexchange and payment services
that vary in the markets where we operate,” andr‘Payments business is subject to consumer proteletivs and regulations.”
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The listing or sale by our users of items that@diély infringe the intellectual property rightsrights owners, including pirated or
counterfeit items, may harm our business.

We have received in the past, and we anticipatsiviag in the future, communications alleging tbattain items listed or sold through
our services by our users infringe third-party aagiyts, trademarks and trade names or other ictelié property rights. There are over
40,000 rights owners in our verified rights ownéeRO) program, and each rights owner has anywhere éne to several hundred brands.
Although we have sought to work actively with theners of intellectual property rights to eliminditgings offering infringing items on our
websites and mobile platforms, some rights ownaxeexpressed the view that our efforts are ingefit.

Allegations of infringement of intellectual propgrights have resulted in threatened and actughtipn against us from time to time by
rights owners, including litigation brought by luybrand owners such as Tiffany & Co. in the Ujex S.A. and Coty Prestige Lancaster
Group GmbH in Germany; Louis Vuitton Malletier a@tristian Dior Couture in France; and L’Oréal SAancéme Parfums et Beauté & Cie
and Laboratoire Garnier & Cie in several Europeaumntries. The plaintiffs in these cases soughbtd BBay liable for alleged counterfeit
items listed on our websites by third parties;“fester” and other consumer products labeled iraamar to prevent resale and for unboxed
and other allegedly nonconforming products in ezae listed on our websites by third parties; lierdlleged misuse of trademarks or
copyrights in listings or otherwise on our webs#esl in connection with paid search advertiseméotsalleged violations of selective
distribution channel laws or parallel import laves fistings of authentic items; and for alleged fmmmpliance with consumer protection lay

Plaintiffs in these and similar suits seek, amotigeioremedies, injunctive relief and damages. Siatuwdamages for copyright or
trademark violations could range up to $150,000cegyright violation and $2,000,000 per trademadfation in the U.S., and may be even
higher in other jurisdictions. In the past, we hpaéd substantial amounts in connection with raagleertain trademark and copyright suits.
These and similar suits may also force us to maalifybusiness practices. For example, in June 28&35erman Federal Supreme Court
partially confirmed a decision by the Hamburg CaidrAppeal in a matter where we had been founddisd prevent infringing children’s
chairs from appearing on eBay’s German website raledl that as a result of keyword advertising timkied to search result lists, we were
required to increase efforts to ensure that theaech results were free from infringing contentmupgtial notification of such content. This
decision may require us to change our businessipeadn Germany in a manner that increases ous evsl lowers our revenue. In addition,
rights owners have aggressively sought to redue@piplicability of limitations to intellectual prefty rights such as copyright exhaustion
the first sale doctrine in cases such as Verndutodesk Inc. (Ninth Circuit Court of Appeals) avdley v. Kirtsaeng (U.S. Supreme Court).
Although the U.S. Supreme Court’s ruling in WileyKirtsaeng overturned the Second Circuit Courhppeals’ ruling and established that
the first sale doctrine applies in the U.S. to jpicid lawfully made outside the U.S., some righteens oppose that reasoning and have
expressed support for a legislative change to ti& Oopyright Act. To the extent the scope or ayaylility of such doctrines is limited or
narrowed, the supply of goods available for resal®ur websites and mobile platforms may be adlyeedtected. In the aggregate, these and
similar suits may force us to modify our businesscices, which could lower our revenue, increagecosts or make our websites and mc
platforms less convenient to our customers or t@sgignificant damage awards and injunctions,aletdould materially harm our business.

In addition to regulatory, civil or criminal proagieags and penalties if governmental authoritietelel we have aided and abetted in
sale of counterfeit goods, we may also be subgelitigation from rights owners arguing we are l@bor the sale of counterfeit goods by our
users. While we have had some past success indiefeagainst such litigation, more recent caseg l@en based, at least in part, on
different legal theories than those of earlier sased there is no guarantee that we will contiouse successful in defending against such
litigation. Plaintiffs in recent cases have argtleat we are not entitled to safe harbors undebilgéal Millennium Copyright Act in the U.S.
or as a hosting provider in the EU under the Etegtr Commerce Directive because of the allegedactature of our involvement with our
sellers, and that whether or not such safe hadreravailable, we should be found liable becaussupposedly have not adequately removed
listings that are counterfeit or are authenticdllggedly violate trademark or copyright law oreeffively suspended users who have created
such listings. While we do not believe the Europ€anrt of Justice decision in the case filed in26@ L'Oréal SA, Lancéme Parfums et
Beauté & Cie, Laboratoire Garnier & Cie anddréal (UK) Ltd against eBay International AG, otlke@ay companies and several eBay se
that was settled in January 2014 (the L'Oréal casgnges the standard for hosting immunity unidei&lectronic Commerce Directive,
rights owners in European jurisdictions have assidtiat our degree of participation in the tranisacthould cause us to be unable to take
advantage of the hosting immunity exception. Fieablution of this issue has been left to the maticourts of member countries in the EU.
We believe that the legal climate, especially imdpe, is becoming more adverse to our positiong;lwmay require us to take actions which
could lower our revenues, increase our costs oermak websites and mobile platforms less conven@atr customers, which could
materially harm our business. In certain emergirgkats, the government may be less experienceéaling with online or mobile commel
and/or hosting immunity protections may be moretéoh or not available at all. In addition, public
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perception that counterfeit or pirated items anmmmnplace on our websites, even if factually inectrwould damage our reputation, lower
the price our sellers receive for their items aathdge our business.

We are continuously seeking to improve and modifly efforts to eliminate counterfeit and piratedrigethrough ongoing business
initiatives designed to reduce bad buyer experieacg improve customer satisfaction and by responidi new patterns we are seeing an
counterfeiters and others committing fraud on @ers. Increased intermediation of transactions éatvbuyers and sellers may result in us
being unable to rely, to the same extent that we lirathe past, on hosting immunity and other sdaopliability safe harbors when sued by
users and rights owners over actions taken onitaubg our users. While we are taking steps togatg the potential impact on our safe
harbor defenses, we may be subject to more intalieproperty litigation and may lose more casea essult of these business model
changes, which would adversely affect our busia@skresults of operations.

Content owners and other intellectual propertytagiwners may also seek to bring legal action ag&intities that are peripherally
involved in the sale of infringing items, such ayment companies. To the extent that intellectugp@rty rights owners bring legal action
against PayPal based upon the use of PayPal’s pag@eices in a transaction involving the salefinging items, including on our
websites or mobile platforms, our business coultidrened. Several jurisdictions have adopted new lawhese areas, and others are
considering imposing additional restrictions.

In addition, new laws have been proposed regulagmnmerce companies with respect to intellectu@dgrty issues. For example,
ACTA and TPP are trade agreements that includenat®nal standards for enforcing intellectual gap rights, including provisions
regarding counterfeit goods and online piracy. Eheopean Commission is considering revising thellettual Property Enforcement
Directive, which could potentially increase our egpre to enforcement actions from rights ownerplémentation of these or similar laws
could require us to change our business praciicergase our compliance costs and harm our busiRégists owners have also increasingly
gone into U.S. courts and obtained injunctions irdey PayPal to cease handling transactions forathwebsites and third parties (in most
cases located outside the U.S.) and to hold thesfefisuch parties pending judicial resolutionwdtsrights owners’ claims against such
parties, which disrupts the relationship betweeyPRhand such parties and, if such parties sefilwrMarketplaces platforms, could also
adversely affect our Marketplaces business.

We are subject to patent litigation.

We have repeatedly been sued for allegedly infriggither parties’ patents. We are a defendanthumaber of patent suits and have
been notified of several other potential patenpaties. We expect that we will increasingly be scitfje patent infringement claims involving
various aspects of our Marketplaces, Payments atetfitise segments. Among the reasons for this are:

» our products and services continue to expand ipesend complexity (e.g., our mobile, local, soeiadl data initiatives

* we continue to expand into new businesses, incfutfirough acquisitions; a

» the universe of patent owners who may claim Wetcompanies that we have acquired, or our ciE®iincluding PayPal
merchants and Enterprise clients) infringe theieps and the aggregate number of patents cortriojlesuch patent owners
correspondingly increases.

Such claims may be brought directly against usaratjainst our customers, including PayPal merchamd Enterprise clients, whom
we may indemnify either because we are contragtwdlligated to do so or as a business matter. Weveethat an increasing number of th
claims against us and other technology companies been, and continue to be, initiated by thirdipawhose sole or primary business is to
assert such claims. In addition, we have seenfgignt patent disputes between operating compamissme technology industries (e.g.,
mobile telephony). Patent claims, whether meritsior not, are time consuming and costly to defamtiresolve, and could require us to
make expensive changes in our methods of doingésisj enter into costly royalty or licensing agreets or cease conducting certain
operations, which would harm our business.

Use of our services for illegal purposes could haum business.

We may be unable to prevent our users from sellimgwful or stolen goods or unlawful services, @ltisg goods or services in an
unlawful manner. As a result, we (including our éogpes and directors of our various entities) Haeen and may continue to be subject to
allegations of civil or criminal liability for unlaful activities carried out by users through ouwvgees. In a number of circumstances, third
parties, including government regulators and laferement officials, have alleged that our servigielsand abet certain violations of certain
laws, including anti-scalping laws with respecthe resale of
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tickets, laws regarding the sale of counterfeingelaws restricting or prohibiting the transfeliépiand by extension, the resale) of digital
goods (e.g., event tickets, books, music and sofwéhe fencing of stolen goods, selective distidn channel laws, customs laws, distance
selling laws and the sale of items outside of th®.that are regulated by U.S. export controls.éxample:

» In Turkey, local prosecutors and courts are stigating our liability for allegedly illegal actis by users of our Turkish
Marketplaces business (GittiGidiyor). In accordanith local law and custom, they are considerirgjgting, and have in sor
cases already indicted, one or more members didhed of directors of our local Turkish subsidiafye intend to defend
vigorously against any such actions.

* In August 2012, we were informed that U.S. listiof$ootwear with religious imagery were visible oar local Indian site an
we immediately removed these listings. In Septen2b@2, a criminal case was registered against Urgdia in regard to these
listings, and we are challenging the prosecutiothisf case.

 The German Federal Supreme Court has ruled thatayehave a duty to take reasonable measures tergrprohibited DVD:
from being sold on our site to minors and that cetitgrs may be able to enforce this duty.

As we seek to reduce bad buying experiences anirehe customer experience on our sites, out tehateraction with buyers and
sellers may increase over time, which could in fnorease our potential exposure to allegatiorevilf or criminal liability for unlawful
activities carried out by users through our sewvice

Although we have prohibited the listing of illegaid stolen goods and certain high-risk items armdamented other protective
measures, we may be required to spend substagdi@lirces to take additional protective measuressoontinue certain service offerings. In
addition we may incur costs as a result of potéhdhility relating to the alleged or actual safeunlawful goods or the unlawful sale of
goods. Certain manufacturers and large retailere baught new U.S. federal and state legislatiganding stolen goods that could limit our
ability to allow sellers to use our sites withoohéirming the source of, and their legal rightsédl, the underlying goods. In addition, from
time to time we have received significant mediaratbn relating to the listing or sale of illegalayls and stolen goods using our services.
negative publicity could damage our reputation,idigh the value of our brand names and make usérstant to use our products and
services.

PayPal's payment system is also susceptible topally illegal or improper uses, including illegahline gambling, fraudulent sales of
goods or services, llicit sales of prescriptiondications or controlled substances, piracy of safewmovies, music and other copyrighted or
trademarked goods, money laundering, terroristfiivag, bank fraud, child pornography traffickingobibited sales of alcoholic beverages or
tobacco products, online securities fraud and eragpng, promoting, facilitating or instructing otedo engage in illegal activities. There has
been an increased focus by rights owners and W&rgment officials on the role that payments systelay in the sale of, and payment for,
pirated digital goods on the Internet, primarilyaihgh file sharing services. Recent changes inhlave increased the penalties for
intermediaries providing payment services for darifiegal activities and additional paymemntdated proposals are under active consider.
by government policymakers. Despite measures Pdd2alaken to detect and lessen the risk of thid & conduct, illegal activities could
still be funded using PayPal.

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

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

The laws relating to the liability of online serg&ccompanies for information carried on or disseeid through their services remain
unsettled in many jurisdictions. Claims could bedmagainst online services companies under bothdndforeign law for defamation, libel,
invasion of privacy, negligence, copyright or traek infringement or other theories based on thieraaand content of the materials
disseminated through their services. Several grilatsuits seeking to impose liability under a nemtf these theories have been brought
against us, as well as other online service congain addition, domestic and foreign legislatias been proposed that would prohibit, or
impose liability for, the transmission over thedmtet of certain types of information. Our Marketi#s service allows users to leave feedt
which includes information from users regardingesthsers. Although all such feedback is generayagsbrs and not by us, claims of
defamation or other injury have been made in ttst gad could be made in the future against usdoremoving content posted as feedback.

Furthermore, certain court decisions arguably hareowed the scope of the immunity provided tormmkervice providers like us in t
U.S. under the Communications Decency Act. For gtanthe Ninth Circuit has held that certain immymirovisions under the
Communications Decency Act might not apply to tkeeet that a website owner materially contributethe development of unlawful cont
on its website and in certain "failure to warn'ccimstances. As our websites continue to add, changepand the scope of our services,
including through increased intermediation of
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transactions between buyers and sellers, challengbs applicability of these immunities are expeddo continue. In addition, the Paris
Court of Appeal ruled in the Louis Vuitton Malletiend Christian Dior Couture cases that applic&be protecting passive Internet “hosts”
from liability are inapplicable to eBay given tre2ay actively promotes bidding on its sellers’itigs and receives a commission on
successful transactions, and is therefore a brdker European Court of Justice (ECJ) decisionénLtréal case gave broad discretion to
national courts in Europe to determine if Interinesting immunity applies to eBay. Similarly, the E@ecision in Google v. AEPD purported
to extend the jurisdictional reach of member statess foreign Internet companies. Accordingly, patential liability to third parties for the
user-provided content on our sites, particularljunisdictions outside the U.S. where laws govegrimternet transactions are unsettled, may
increase. If we become liable for information po®d by our users and carried on our service inangdiction in which we operate, we
could be directly harmed and we may be forced fgdément new measures to reduce our exposure tbabikty, including expending
substantial resources or discontinuing certainisemfferings, which would negatively affect oundincial results. The increased attention
focused upon liability issues as a result of tHagesuits and legislative proposals could requirgouscur additional costs and harm our
reputation and our business.

Government inquiries may lead to charges or peesilti

A large number of transactions occur on our websited mobile platforms on a daily basis. Governmegailators have received a
significant number of consumer complaints aboutMarketplaces, Payments and Enterprise businestésh, while small as a percentage
our total transactions, are large in aggregate rusiti\s a result, from time to time we have beentacied by various U.S. and foreign
governmental regulatory agencies that have questibout our operations and the steps we take teqgtrour users from fraud. PayPal has
received inquiries regarding its restriction ansctbsure practices from the Federal Trade Commisaidl regarding these and other business
practices from the attorneys general of a numbstaiés. In September 2006, PayPal entered irgtilaraent agreement with the attorneys
general of a number of states under which it agteghy $1.7 million to the attorneys general, slroand streamline its user agreement,
increase educational messaging to users aboutifgitioices and communicate more information reggrgrotection programs to users.

From time to time, we face inquiries from governtegulators in various jurisdictions related téi@us that we have taken that are
designed to improve the security of transactiorsthe quality of the user experience on our webgitel we may face similar inquiries from
other government regulators in the future. For g¥anin 2008, the Australian Competition and Consu@ommission and the Reserve Bank
of Australia reviewed our policies requiring setléo offer PayPal as a payment alternative on massactions on our localized Australian
website and precluding sellers from imposing alsamge or any other fee for accepting PayPal orrgihgment methods. From time to time,
other regulators have requested information comoegrRayPal’s limitations of customer accounts. &y, from time to time PayPal Credit
has received customer complaints that could r@siftivestigations into PayPal Credit's businessficas by state or federal regulators. As a
result of the U.S. credit crisis, new laws and tations have been, and are expected to be, adaptkinplemented that impose additional
obligations and restrictions on the provision adit. We are also cooperating with the CFPB in eation with the CIDs as further discussed
in more detail above under the caption “Our Paysénsiness is subject to consumer protection ladsegulations.”

Following our public announcement in May 2014 ttyv@minals were able to penetrate and steal cedatia, including user names,
encrypted user passwords and other non-financéldegta from certain Marketplaces business unétibetes, we received requests for
information and are subject to investigations rdgey the incident from numerous regulatory and ngwernment agencies across the world.
While we have not been informed of any planned meiment actions, one or more of these inquiries leay to charges or penalties being
imposed on us.

We are likely to receive additional inquiries fraagulatory agencies in the future, including unuew or existing credit laws or
regulations, relating to our business, productssamdices. We have responded to all inquiries fregulatory agencies by describing our
current and planned antifraud efforts, customepetiprocedures, operating procedures and disaesafrthe relevant business. If one or
more of these agencies is not satisfied with ospaase to current or future inquiries, we coulcblgject to enforcement actions, fines or
other penalties or forced to change our operatiagtiges in ways that could harm our business. @meore of these agencies also might take
action against other companies with similar busiaesvhich could force us to change our operatiagtjges in ways that could harm our
business.

We are subject to general litigation and regulatdigputes.

From time to time, we are involved in other dispube regulatory inquiries that arise in the ordynewurse of business. These disputes
and inquiries include lawsuits by our users (indiglly or as class actions) alleging, among othiexgss, accessibility, improper credit and/or
collection activities; improper disclosure of ouices, rules or policies; that our prices, rulesigles or customer/user agreements violate
applicable law; that we have not acted in confoymiith such prices, rules,

58




policies or commercial or other agreements; oratiohs of privacy laws and policies, including atbns of the Telephone Consumer
Protection Act, 47 U.S.C. section 227 et seq. (T RA discussed in more detail under the capti@iahges in regulations, regulatory
scrutiny or user concerns regarding privacy andegtmn of user data could adversely affect ouirass,” and “Our Payments business is
subject to consumer protection laws and regulatioftee number and significance of these disputekiaquiries continue to increase as our
company has grown larger, our businesses have dgdan scope (e.g., our mobile, local, social aatd dhitiatives and our continuing
geographical expansion) and our products and s=viave increased in complexity. We have in thélpsen forced to litigate such claims.
We may also become more vulnerable to third-pdeiyrs as laws such as the Digital Millennium CogftiAct, the Lanham Act and the
Communications Decency Act are interpreted by thets as our products and services to users centmaxpand and as we expand
geographically into jurisdictions where the undemtylaws with respect to the potential liability afline intermediaries such as ourselves are
either unclear or less favorable, as discussedire retail under the caption “New and existing tatjons could harm our business.” As an
increasing portion of our business shifts to mghile may be subject to additional laws and reguati which may have significant penalties.
In addition, we are also subject to federal, statsgl and foreign laws of general applicabilitycluding laws regulating working conditions.

The U.S. Department of Justice (DOJ) and the Stia@alifornia have alleged that we violated U.Sd &alifornia antitrust law by
agreeing not to recruit employees from other tetdgyocompanies. In May 2014, we settled this matii#n the DOJ and California and the
settlements have been filed with the Court andsabject to final approval. Pursuant to the setti@nagreement, we agreed to refrain from
maintaining or entering into new agreements witfeotompanies to restrict the recruitment and gighemployees.

These claims and any other claims or regulatoripastagainst us, whether meritorious or not, ceadldime consuming, result in costly
litigation, damage awards (including statutory dgegfor certain causes of action in certain jucisdins), injunctive relief or increased costs
of doing business through adverse judgment orese#ht, require us to change our business pradgticegensive ways, require significant
amounts of management time, result in the diversifaignificant operational resources or otherviiaem our business.

Changes to our programs to protect buyers and igetieuld increase our costs and loss rate.

Our eBay and PayPal buyer protection programs septehe means by which we compensate users wisvédhat they have been
defrauded, have not received the item that theghmsed or have received an item different than wiaatdescribed. eBay periodically
receives complaints from buyers as to the quafithe goods purchased and users who pay throughdPayay have reimbursement rights
from their payment card company or bank, whichuim twill seek recovery from PayPal. We expect tontitme to receive communications
from users requesting reimbursement or threatemirggmmencing legal action against us if no reimsbarent is made. Our liability for these
sort of claims is slowly beginning to be clarifiedsome jurisdictions and may be higher in some-dda. jurisdictions than it is in the U.S.
Litigation involving liability for third-party actins could be costly and time consuming for us, rtliveinagement attention, result in increased
costs of doing business, lead to adverse judgnoerdtherwise harm our business. In addition, affiéatsers will likely complain to regulatc
agencies that could take action against us, inetugihposing fines or seeking injunctions.

Beginning in 2009, we changed the dispute resalytimcess for Marketplaces transactions for buyetise U.S., U.K. and Germany to
a dispute resolution process provided by eBay austsupport, which serves as the primary entrytdoimbuyers in these countries if they
are unable to resolve their disputes with eBayesellAmong other things, the resolutions processiges that eBay will generally reimburse
the buyer for the full amount of an item’s purchasee (including original shipping costs) in caségere the item was not received or the
item they received was different from that desdibethe listing and the seller does not providecagate resolution to the buyer. eBay then
attempts to recoup amounts paid to the buyer flerseller's PayPal accounts or through other dibdleenethods. In 2013 we simplified the
process for filing a resolutions case, which relilh a significant increase in the number of ch®#sg opened. Our costs associated with
resolutions have increased as a result of thesggelsao our resolutions policies and process, inhEcause eBay Marketplaces may not have
the same level of rights of recoupment againsesells PayPal, resulting in higher costs to opé¢hnaterogram.

Over the last several years, we have also enhahedaliyer and seller protections offered by PayPeértain eBay marketplaces, and
in certain countries for transactions outside ahgBiarketplaces. In October 2013, PayPal launchdagpanded its seller protection to
eligible merchants in the Asia Pacific region. Tdhebanges to PayPal’s buyer and seller protectiogram could result in future changes and
fluctuations in our Payments transaction loss fate the year ended December 31, 2013 and thenmim¢hs ended September 30, 2014, our
Payments transaction and loan losses (includinly thoect losses and buyer protection payouts fgP8band PayPal Credit) totaled $551
million and $483 million , representing 0.32% an80@ of our net total payment volume, respectively.
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These changes to the buyer and seller protectifeied by eBay and PayPal, together with any aolditi changes that we may make to
our resolutions process in the future, may be megjgitreceived by, and lead to dissatisfactiontoa part of, some of our sellers, and may
result in an increase in buyer fraud and associaé@daction losses. Increased costs, loss ratezbdities resulting from eBay and/or
PayPal’s current buyer and seller protection pnograr changes to such buyer and seller protectiograms, could have an adverse effect on
our business and financial results.

Failure to deal effectively with fraud, bad tranfiaos and negative customer experiences would aser@ur loss rate and harm our
business.

PayPal’s highly automated and liquid payment serm@kes PayPal an attractive target for fraudohfiguring its service, PayPal
continually strives to maintain the right balané@appropriate measures to promote both conveniandesecurity for customers. Identity
thieves and those committing fraud using stolempeyt card or bank account numbers can potentitdbl sarge amounts of money from
businesses such as PayPal. We believe that sewétal/Pal's current and former competitors in tleeteonic payments business have gone
out of business or significantly restricted thaisimesses largely due to losses from this typeaofdf. While PayPal uses advanced anti-fraud
technologies, we expect that technically knowlethdgeariminals will continue to attempt to circumvétayPal’s anti-fraud systems using
increasingly sophisticated methods. From timerteetisuch fraudsters may discover and exploit valsiéties that may not immediately be
identified and remediated, which may in turn regulbne-time increases in fraud and associategaction losses, which may be substantial.
In addition, because users frequently use the sms®vords for different sites, a data breach bird party site can result in a spike in eBay
and/or PayPal transaction losses. PayPal’s secoigkel also be subject to employee fraud or otherival security breaches, and PayPal may
be required to reimburse customers for any logsasiied as a result of such breaches. Merchantd atso request reimbursement, or stop
using PayPal, if they are affected by buyer fraudtber types of fraud. Additional fraud risks agated with PayPal’s point of sale solutions
are described below under the caption “PayPalaineoint of sale solutions expose us to additiarss.”

PayPal incurs substantial losses due to claims broyers that merchants have not performed or bigt oods or services do not me
the merchans description, whether those claims arise from tmentfraud or from an unintentional failure to peni by the merchant. Payl
seeks to recover such losses from the merchanimaymnot be able to recover in full if the merchianinwilling or unable to pay. PayPal also
incurs losses from claims that the customer didanhorize the purchase, from buyer fraud, fromrmgous transmissions and from custor
who have closed bank accounts or have insuffidigmds in them to satisfy payments. In additiodo#ses incurred by PayPal related to
payment card transactions become excessive, thag potentially result in PayPal losing the rightaccept payment cards for payment,
which would materially and adversely affect Payfalisiness both on and off eBay. In the eventRagPal was unable to accept payment
cards, the velocity of trade on eBay and off eHagy,(other websites that accept PayPal as a fépayment) could also decrease, in which
case our business would further suffer. The PagRedit service is similarly subject to the riskfiifudulent activity associated with
merchants, users of the PayPal Credit serviceldrdipgarties handling its user information. Our P@yts business has taken measures to
detect and reduce the risk of fraud, but these ureasieed to be continually improved and may neaffestive against new and continually
evolving forms of fraud or in connection with nevoduct offerings. If these measures do not sucaaadhusiness will suffer.

eBay faces similar risks with respect to frauduketivities on its websites. eBay periodically iges complaints from users who may
not have received the goods that they had purchéisedme cases, individuals have been arrested@mdcted for fraudulent activities usi
our websites. eBay also receives complaints frdfarsevho have not received payment for the gobhdsa buyer had contracted to purchase.
Non-payment may occur because of miscommunicatiorglsera buyer has changed his or her mind and diecatéo honor the contract to
purchase the item or because the buyer bid orteghrernaliciously to harm either the seller or eBaysome European and Asian jurisdictia
buyers may also have the right to withdraw fronale snade by a professional seller within a spetifime period. While eBay can, in some
cases, suspend the accounts of users who failfiibtheir payment or delivery obligations to othesers, eBay does not have the ability to
require users to make payment or deliver goodstlmrwise make users whole other than throughuyeibprotection program, which in the
U.S. we refer to as the eBay Money Back Guarantee.

Negative publicity and user sentiment generateal r@sult of fraudulent or deceptive conduct by sisdéour Marketplaces, Payments
and Enterprise services could reduce our abilitgtticact new users or retain our current users ag@nour reputation and diminish the valu
our brand names. We believe that negative useriexpes are one of the primary reasons users siag aur services.

In addition, in the event of the bankruptcy or othesiness interruption of a merchant that sellsdgar services in advance of the date
of their delivery or use (e.qg., airline, cruiseconcert tickets, custom-made goods and subscrgti@Bay
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and/or PayPal could be liable to the buyers of gozds or services, either through its buyer ptateg@rogram or through chargebacks on
payment cards used by customers to fund their paytheough PayPal. While we have established resdrased on assumptions and
estimates that we believe are reasonable to coebreventualities, these reserves may be insufticie

From time to time, we have considered more actieelhanisms designed to combat bad buyer experiamckscrease buyer
satisfaction, including evaluating sellers on thsib of their transaction history and restrictingwspending their activity as a result. For
example, in the U.S., the U.K. and Canada, we ragyest that PayPal hold seller funds in certaitaimees (e.qg., for sellers with a limited
selling history or below-standard performance gg)nwhich is intended to help improve seller perfance and increase buyer satisfaction.
We may expand the scope of such programs in theef@nd introduce other programs with similar aimthese and other countries. Our
increased usage of these or other mechanismstogttto improve buyer satisfaction could resulissatisfaction on the part of sellers, loss
of share to competing marketplaces, reduced seteofiinventory on our sites, increased loss ratesother adverse effects.

Any factors that reduce cross-border trade couldnhaur business.

Cross-border trade continues to be an importarntceoef both revenue and profits for us. Cross-botdasactions using our websites
and mobile platforms generally provide higher raxenand gross margins than similar transactioriddka place within a single country or
market. We generally earn higher transaction feesross-border transactions involving PayPal, andMarketplaces business continues to
represent a relatively straightforward way for nsyand sellers to engage in cross-border trade amdpwith other alternatives. Cross-border
trade also represents our primary (or in some casdp) presence in certain markets in which Iné¢rend mobile device use is accelerating
and we have a limited (or no) domestic Marketpldnesiness, such as Brazil/Latin America, China\aaribus other countries.

The interpretation and application of specific oaél or regional laws, such as those related &l@dtual property rights of authentic
products, selective distribution networks, andesslin other countries listing items on the Intéraed the potential interpretation and
application of laws of multiple jurisdictions (e.the jurisdiction of the buyer, the seller, andte location of the item being sold) are
extremely complicated in the context of cross-bottide. The interpretation and/or applicationwgrslaws could impose restrictions on, or
increase the costs of, purchasing, selling, shippimreturning goods across national borders.

In addition, our cross-border trade is also suliigcand may be impacted by, currency exchangditateiations. To the extent the U.S.
dollar strengthens against the Euro, the Britislinolp the Australian dollar or other currenciesssrborder trade related to purchases of
dollar-denominated goods (or goods from those Rsiaiic countries whose currencies tend to folloe dollar) by non-U.S. purchasers will
likely decrease, and that decrease will likely Ib@iffset by a corresponding increase in ctumsler trade involving purchases by U.S. bu'
of goods denominated in other currencies. Everods-border trade is not reduced, if more selldrs mccept PayPal begin to offer their
goods or services in multiple currencies, and tarage for withdrawal of balances to local bank acts in multiple countries, this could
reduce PayPal’s revenues from foreign exchange fees

In addition to the risks above, any other factbes increase the costs of purchasing, sellingpsidpor returning goods across national
borders or restrict, delay or make cross-bordeietraore difficult or impractical, including flucttians in currency exchange rates, currency
restrictions, increases in postal or delivery sagvates, postal or delivery service terminatiaiisuptions or interruptions, changes in the
business practices of the card networks or padiiig banks (including dynamic currency conversiamport or export control laws, the
application of (or increases in) tariffs, dutiesotiher taxes on imports or exports, customs enfoece, including delays at the border
attributable to customs inspections, enforcemeimtefnational intellectual property rights by rigtholders or court rulings, or that otherwise
result in a net reduction in cross-border tradewnwebsites and mobile platforms would lower auenues and profits and adversely affect
our business.

Finally, as part of our ongoing efforts to drive mdransactions and improve seller efficiency amgep experience and trust, we have
increased our involvement in different aspectsros-border transactions (e.g., our Global Shippitagform and our Global Buying Hub),
which could potentially expose us to additionabilidy based upon the nature of our involvemenagpects of such transactions and/or the
actions of our users in one or more countries.

Our business is subject to online security risksluding security breaches.

Our businesses involve the storage and transmis$iogers’ proprietary information. In additionsignificant number of our users
authorize us to bill their payment card accountsdlly for all transaction and other fees chargeds For
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example, PayPal’s users routinely provide paymard end other financial information, and Enterpdastomers routinely provide payment
card information and other personally identifiaioiformation which we maintain to facilitate the ea future transactions. We rely on
encryption and authentication technology licensethfthird parties to provide the security and antization to effectively secure
transmission of confidential information, includingstomer payment card numbers; however, such témiymay not be sufficient to prote
the transmission of our confidential information.dddition, advances in computer capabilities, daeoveries in the field of cryptography or
other developments may result in the technology liseus to protect transaction data being breachedmpromised.

An increasing number of websites, including thosaed by several other large Internet and offlinepanies, have disclosed breaches
of their security, some of which have involved sisfibated and highly targeted attacks on portidritheir websites or infrastructure. Because
the techniques used to obtain unauthorized acdssdle or degrade service or sabotage systemgeligguently, may be difficult to detect
for a long time and often are not recognized Uatihched against a target, we may be unable toipate these techniques or to implement
adequate preventative measures. Unauthorized pantg also attempt to gain access to our systeffagitities through various means,
including hacking into our systems or facilitiesgud, trickery or other means of deceiving our emeés, contractors and temporary staff.
Despite our security measures, our informationnetsigy and infrastructure may be vulnerable to cgtiacks or security incidents due to
system configuration, employee error, malfeasamagleer vulnerabilities. In May 2014, we publiclgreounced that criminals were able to
penetrate and steal certain data, including usaesaencrypted user passwords and other non-fiamser data, from eBay’s Marketplaces
business unit. Upon making this announcement, éBaketplaces required all buyers and sellers orMhgketplaces platform to reset their
passwords in order to log into their account. Trembh and subsequent password reset have negatedgted the business. In addition, in
July 2014, a putative class action lawsuit waslfdgainst us for alleged violations and harm ragyifrom the breach. We have filed a mot
to dismiss in this matter.

Our servers are also vulnerable to computer virysggsical or electronic break-ins and similar gjgions, and we have experienced
“denial-of-service” type attacks on our system thete, in certain instances, made all or portidrsuo websites unavailable for periods of
time. For example, in December 2010, PayPal wagsuto a series of distributed “denial of serviegtacks following PayPal’s decision to
indefinitely restrict the account used by WikiLeakse to an alleged violation of PayPal's Acceptdlde Policy. A party that is able to
circumvent our security measures could misapprtggar or our users’ proprietary information, cauerruption in our operations, damage
our computers or those of our users or otherwiseade our reputation. In addition, our users, a$ agthose of other prominent Internet
companies, have been and will continue to be tadgey parties using fraudulent “spoof” and “phigfiemails to misappropriate user narr
passwords, payment card numbers or other persuioalriation or to introduce viruses or other malwr@ugh “trojan horse” programs to
our users’ computers. These emails appear to liigate emails sent by eBay, PayPal, StubHub, dreeioother businesses, a user of one of
our businesses or an Enterprise client, but dresipients to fake websites operated by the sewitdthie email or request that the recipient
send a password or other confidential informatfmough email or download malware. Despite our ésftw mitigate “spoof” and “phishing”
emails through product improvements and user etuéspoof” and “phishing” activities remain a gmrs problem. Customers suffering a
loss from such a third party compromise may percé#ie compromise as emanating from our systemsrrdthn their own, damaging our
reputation for security.

Enterprise clients also face similar risks of s@égureaches, and to the extent that such cliert$iarmed as a result of a security
breach, our Enterprise business would also be aelyeaffected. In addition, under payment cardsraed our contracts with our card
processors, if there is a breach of payment cdadnration that we store, or that is stored by PégRiirect payment card processing
customers, we could be liable to the payment caadling banks for their cost of issuing new cardsratated expenses. If we were unable to
accept payment cards, our businesses would baisiridamaged. Further, we may need to expend &ignifresources to protect against
security breaches or to address problems causbtebghes. These issues are likely to become mifieuttiand costly as we expand the
number of places where we operate. Financial seswiegulators in various jurisdictions, includihg U.S. and the EU, have implemented or
are considering proposals to impose new authemtitcatquirements on banks and payment processrsded to reduce online fraud (e.g.,
two-factor authentication to verify a user’s idéyti which could impose significant costs on PayReduire PayPal to change its business
practices, make it more difficult for new customgrgoin its network and reduce the ease of ustsqfroducts, which could harm PayPal’s
business. Our insurance policies carry low covelagjes, which may not be adequate to reimburséousosses caused by security breaches
and we may not be able to fully collect, if at alhder these insurance policies.

Changes in regulations, regulatory scrutiny or usencerns regarding privacy and protection of udeta could adversely affect our
business.

We are subject to laws relating to the collectiasg, retention, security and transfer of persondétifiable information about our
users around the world. Much of the personal infdram that we collect, especially financial infotioa, is regulated by multiple laws. The
interpretation and application of user data pradediaws are in a state of flux, and may be
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interpreted and applied inconsistently from coumdrgountry. In many cases, these laws apply niyttorthird-party transactions, but also to
transfers of information between or among ourselwas subsidiaries and other parties with whichhage commercial relations. In particu
the collection and use of personal information bsnpanies has come under increased regulatory sgriirther, these laws continue to
develop in ways we cannot predict and which mayeeskly impact our business.

Regulatory scrutiny of privacy and user data prideds increasing on a global basis. We are stittgea number of local privacy laws
and regulations in the countries in which we operiaicluding the following, and many of those jdittions are proactively evaluating
changes to those laws and regulations:

e as an entity licensed and subject to regulaa®a bank in Luxembourg, PayPal (Europe) S.a CietSCA is subject to banking
secrecy laws;

« the EU has proposed a General Data ProtectigulRion that would supersede the European Datétion Directive. Changes
could increase penalties and fines for failingamply with the new regulation and it is unclear hoamsistently the new regulati
may be enforced. There is significant internatiqgraksure against the U.S. and the National Sgogiency (NSA) regarding the
collection of data by the NSA from U.S. companliestther restrictions or regulation in the EU corédult as a reaction to these
events;

* new laws or regulations, in particular, finan@aprivacy laws or regulations, enacted in juigsidns in which we do business that
require data (including customer information, tstgn data or other information) to be stored llgaan servers in that
jurisdiction and/or prohibit such data from beingnismitted outside of that jurisdiction, which abuicrease our operational co
or capital expenditures and potentially impactpgbegormance or availability of our services andjor ability to use or process
customer data;

« the recent ECJ decision in Google v. AEPD, iriclvthe ECJ found that there is a “right to be @dtgn” under the EU Data
Protection Directive (i.e. the right to requesttthersonal data be deleted). In deciding this daselECJ purported to extend
jurisdictional reach over foreign Internet actiegi As a result of this decision, significant n@straints may be imposed on the
of personal data throughout the EU, which couldaotghe growth of Internet businesses in Europe;

« the EU has also proposed new data laws thatagistomers additional rights and provide additioeatrictions and harsher
penalties on companies for illegal collection ariduse of personal information, including restringmn the use of Internet
tracking tools called “cookies.” While the EU ditee on cookies has taken effect, the manner irckvhiember states adopt
implementing legislation, and whether the EU deéimas legislation sufficient, continues to evolve. fhe extent implementing
legislation by member states is more restrictivepuld negatively impact the manner in which we asokies for many of our
services, ranging from advertising to anti-frautl] aequire us to incur additional costs or changeboisiness practices;

e California and other states continue to pasgpsi regulations which may be subsequently copietpassed in other states. For
example, effective January 1, 2014, operatorsamimamercial Internet website that collects persgnrdintifiable information
about consumers residing in California must disslosw the website responds to “do not track” sigiwalother mechanisms that
provide consumers the ability to exercise choiaauakhe collection of such information and abogbasumer’s online activity
over time and across third party services. As nrtiiese laws have yet to be implemented, it idaarchow these laws may
impact consumer perception of privacy or how theynmpact our businesses;

e inthe U.S., the Federal Trade Commission, d€ Fand the White House have both proposed U.Sagyiframeworks. In 2012,
legislation was introduced in the U.S. Senate whiohld have required organizations that sufferembh of security related to
personal information to notify owners of the breattinformation and, in some instances, notify thddfal Bureau of Investigati
or U.S. Secret Service; similar legislation mayirtieoduced and enacted in the future;

< other countries in which we operate have recemtbpéed and implemented privacy and data proted¢aios and regulations for t|
first time, or are in the process of doing so. G@uirent data protection policies and practices maybe consistent with new laws
and regulations or evolving interpretations andiappons. It is unclear how the application ofstiig privacy laws and
regulations will impact mobile services and teclogods, which are evolving rapidly. Complying witiese varying national
requirements could cause us to incur substant&bam require us to change our business pradtisnanner adverse to our
business;

« the legislative and regulatory environment adurobile data collection continues to evolve. Ligars and regulators in various
jurisdictions are increasingly focusing on the captand use of locati-based information relating to users of mobile desi Any
legislation or regulations restricting or limitiige collection or use of mobile data (including thge of information that may be
collected from mobile devices and/or how such imfation may be collected and used) could, if enagiazhibit the use of certain
technologies, including those that track indivigualctivities on the Internet or geolocation viabite devices, and/or restrict or
limit our ability to collect and use page viewingtd and personal information, which may reduce aehfiar our services or
require
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changes to our current business models, such astaitvg, which could harm our business. Any faluor perceived failure, by us
to comply with new mobile regulatory requirement®rders or other federal, state or internatiomalgey or consumer protection-
related laws and regulations pertaining to mobétadollection or mobile devices could result ingaedings or actions against us
by governmental entities or others (e.g., claseagrivacy litigation), subject us to significgmnalties and negative publicity,
require us to change our business practices, iser@ar costs and adversely affect our business.

In addition, even technical violations of certanwvpcy-related laws can result in significant péiesl including statutory damages. For
example, the Federal Communications Commission detkits regulations effective July 2012 under ti#AR, and has promulgated
additional amendments, effective October 2013, thkimuld increase our exposure to liability for e@rttypes of telephonic communication
with customers, including but not limited to texéssages to mobile phones. Under the TCPA, plantifly seek actual monetary loss or
statutory damages of $500 per violation, whichésgreater, and courts may treble the damage awaudillful or knowing violations. Two
putative class-action lawsuits have been filed @ioitig allegations that our businesses violated'tbBA. Roberts v. PayPal (filed in the U.S.
District Court for the Northern District of Califoia in February 2012) contains allegations thatmential advertisements for PayPal
products and services were sent via text messageltde phones without prior consent. In May 20th&, Court granted PayPal’'s motion for
summary judgment challenging the viability of plifits individual claim on grounds that plaintifomsented to receive the text message and
entered judgment in favor of PayPal. Plaintiff filesi an appeal of this judgment. Murray v. Bill Mater (filed in the U.S. District Court for
the Northern District of lllinois in June 2012) ¢aims allegations that Bill Me Later made callstéeimg artificial or prerecorded voices
without prior consent. These lawsuits, and othesgpe lawsuits not currently alleged as class astiseek damages (including statutory
damages) and injunctive relief, among other renseedidven the enormous number of communicationseme $0 our users, a determination
that there have been violations of laws relatinBagPal’s or PayPal Credit's practices (or thosanyfof our other companies) under the
TCPA or other communications-based statutes coyldse us to significant damage awards that contlyidually or in the aggregate,
materially harm our business.

We have, and post on our websites, our own priyatigies and practices concerning the collectia® and disclosure of user data. ,
failure, or perceived failure, by us to comply withr posted privacy policies or with any regulatoeguirements or orders or other federal,
state or international privacy or consumer protettielated laws and regulations (or, in the cassuofEnterprise business, any such failure or
perceived failure on the part of our Enterpriseifess or its clients) could result in proceedingaciions against us by governmental entities
or others (e.g., class action privacy litigatissybject us to significant penalties and negativdipity, require us to change our business
practices, increase our costs and adversely ajtedbusiness. The FTC and state regulatory agehaies become more aggressive in
enforcing privacy and data protection laws and lsgns. For example, in 2012, the FTC entered intmmber of consent decrees with a
number of major online companies other than usudieg Facebook and Google, to settle allegatidnméair or deceptive privacy practices.
The FTC's consent decrees with Facebook and Gaeglére each of those companies to implement a oeimepsive privacy program and
undergo regular, independent privacy audits foy@frs, among other requirements.

Certain of our products, including some of Entexg's marketing solutions, utilize “behavioral mdikg” (generally, the tracking of a
user’s online activities) to deliver relevant cantto Internet users. In March 2012, the FTC issueebort titled “Protecting Consumer
Privacy in an Era of Rapid Change: RecommendafianBusinesses and Policymakers,” which detailsRT€’s perspective on best practi
for companies that collect and use consumer dateotect the privacy of consumers. Should the FUfSye enforcement actions related to
these business practices, we may be required tafyrmd business practices to conform and incurstaiitial costs, which could harm our
business.

Data collection, privacy and security have becongesubject of increasing public concern. If Intérened mobile users were to reduce
their use of our websites, mobile platforms, prddand services as a result, our business coutdfmeed. As noted above, we are also
subject to the possibility of security breachesicivihemselves may result in a violation of thesed.
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Our revenue from advertising is subject to facteegond our control.

We derive significant revenue from advertising am websites and applications. Revenues from omlthesrtising are sensitive to eve
and trends that affect advertising expendituresh s1$ general changes in the economy and changeasamer spending, the effectivenes
online advertising versus offline advertising meala the value our websites provide to advertisdadive to other websites. The economic
downturn adversely impacted our advertising revefie shift from online to mobile has also adverseipacted our advertising revenue. In
addition, major search engine and advertising sesvoperators (e.g., Google) have the ability tmgle from time to time, at their sole
discretion, the rules, search algorithms and d#rens governing the pricing, availability and pla@nt of online advertising, and do so
periodically. For example, changes by Google hayeificantly reduced the amount of traffic our Matglaces business receives from free
search on Google. Any further changes in thesa rgkearch algorithms or other terms could matgriaiuce the value that we derive from
Internet marketing or online advertising on our gitds, either directly or indirectly. In additidegislators and regulators in various
jurisdictions, including the U.S. and the EU, ageiewing Internet advertising models and the usgset-related data, including location-
based information relating to users of mobile desjand are considering proposals that could césiriotherwise impact these business
models and practices. If we experience a redudtiaur advertising revenues due to economic, coitiygstregulatory, technological or other
factors, the renegotiation, on balance, of ourremt$ with major advertising companies on unfavierédérms, or a reduction in our ability to
effectively place advertisements on our websitesre otherwise unable to provide value to our &isers, our business and financial results
would suffer.

Our growth will depend on our ability to developrdwands, and these efforts may be costly.

We believe that continuing to strengthen our bramitide critical to achieving widespread accep&o€ our services, and will require a
continued focus on active marketing efforts acedbef our brands. We will need to continue to gpenbstantial amounts of money on, and
devote substantial resources to, advertising, niawkend other efforts to create and maintain bilagelty among users. Since 2005, we have
significantly increased the number of brands wesamporting, adding our classified websites (inrigdDen Bla Avis, BilBasen, eBay
Classifieds (including eBay Anuncios, eBay Klein@igen and eBay Annunci), GittiGidiyor, Gumtree,ijilLoQUo, Marktplaats.nl,
mobile.de, alaMaula and 2dehands.be), StubHub, &@&fedit, Gmarket, RedLaser, Venmo, Braintree Entrprise, among others. Each of
these brands requires its own resources, incre#fsingosts of our branding efforts. Brand promogativities may not yield increased
revenues, and even if they do, any increased regmay not offset the expenses incurred in buildungbrands. Also, major search engine
operators that we use to advertise our brands fnegraently changed their rules that govern theipgicavailability and placement of online
advertisements (e.g., paid search, keywords), hadges to these rules could require us to increasspending on online advertisements and
adversely affect our ability to use online advémtigto promote our brands in a cost-effective manifieve fail to promote and maintain our
brands, or if we incur substantial expenses inruccessful attempt to promote and maintain ourds;aour business and financial results
would suffer.

New and existing regulations could harm our busines

We are subject to the same foreign and domestis &émiother companies conducting business on aribdeoffiternet. It is not always
clear how existing laws governing issues such apgity ownership, copyrights, trademarks and atiteflectual property issues, parallel
imports and distribution controls, consumer prategttaxation, libel and defamation, obscenity pedsonal privacy apply to our businesses.
Many of these laws were adopted prior to the adoéttie Internet, mobile and related technologies, @s a result, do not contemplate or
address the unique issues of the Internet ancetetathnologies. Those laws that do referencentieeniet, such as the U.S. Digital
Millennium Copyright Act, the U.S. “CAN-SPAM” Actral the EU’s new Consumer Rights Directive (whigblaeed the Distance Selling
Directive) and Electronic Commerce Directive aregenterpreted by the courts, but their applic&pénd scope remain uncertain. As our
activities, the types of goods and services listedur websites and mobile platforms, the prodantsservices we offer (including through
acquisitions such as GSl, PayPal Credit, Brainvemmo and StubHub) and our geographical scopermanto expand, regulatory agencies
or courts may claim or hold that we or our useessaibject to additional requirements (includingtisure) or prohibited from conducting our
business in their jurisdiction, either generallyndth respect to certain actions (e.g., the saleaf estate, event tickets, cultural goods, boats
and automobiles or the application of distancergglaws). Recent financial and political eventsénancreased the level of regulatory scru
on large companies in general, and financial sesvé@mpanies in particular, and regulatory agemeasview matters or interpret laws and
regulations differently than they have in the st in a manner adverse to our businesses.

Our success and increased visibility has driveneseristing businesses that perceive our businegelsto be a threat to their
businesses to raise concerns about our businessisriiocolicymakers and regulators. These busisemse their trade association groups
employ significant resources in their efforts tash 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
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intended to reduce the effectiveness of our buseseand the ability of users to use our produdssarvices. In particular, these established
businesses have raised concerns relating to pripargllel imports, professional seller obligatipsalective distribution networks, stolen
goods, copyrights, trademarks and other intellégit@perty rights and the liability of the providef an Internet marketplace for the conduct
of its users related to those and other issues.changes to the legal or regulatory regimes in armaathat would increase our liability for
third-party listings could negatively impact oursmess.

Numerous states and foreign jurisdictions, inclgdime State of California, where our headquarterdacated, have regulations
regarding “auctions” and the handling of properngy‘decondhand dealers” or “pawnbrokers.” Seveiatest and some foreign jurisdictions
have attempted to impose such regulations upom agrausers, and others may attempt to do so ifutiuee. Attempted enforcement of these
laws against some of our users appears to be Bingedn France, we were sued by Conseil des Vetitedrench auction regulatory
authority, which has alleged that sales on our ¢hemebsite constitute illegal auctions that caroperformed without its consent. We won
this lawsuit. A lawsuit alleging similar claims hlasen brought against us by two associations afdfrantique dealers, and is now pending
on appeal after we won in the first instance. Werid to defend vigorously against these lawsuitsvéler, these and other regulatory and
licensure claims and enforcement actions couldtre@saostly litigation and, if unsuccessful, weutd be required to change the way we or
our users do business in ways that increase costsloce revenues (for example, by forcing us titit listings of certain items or restrict
certain listing formats in some locations). We cballso be subject to fines or other penalties,aarydof these outcomes could harm our
business.

A number of the lawsuits against us relating tdéraark issues seek to have our websites subjecifavorable local laws. For
example, “trademark exhaustion” principles providelemark owners with certain rights to control $hé of a branded authentic product
until it has been placed on the market by the treatk holder or with the holder’s consent. The aggilon of “trademark exhaustion”
principles is largely unsettled in the contextlo# internet, and if trademark owners are able ieefos to prohibit listings of certain items in
one or more locations, our business could be harmed

As we expand and localize our international adgésitwe may become obligated to comply with theslafithe countries or markets in
which we operate. In addition, because our senacesccessible worldwide and we facilitate safegods and provide services to users
worldwide, one or more jurisdictions may claim tiag or our users are required to comply with theirs based on the location of our sen
or one or more of our users or the location ofgteluct or service being sold or provided in amet@rce transaction. For example, in the
Louis Vuitton Malletier litigation, we were founéble in France, under French law, for transactmmsome of our websites worldwide that
did not involve French buyers or sellers. Laws fatijog Internet and ecommerce companies outsidleeol).S. are generally less favorable
than those in the U.S., giving greater rights tostoners, content owners, competitors, users argt thitind parties. Compliance may be more
costly or may require us to change our businessipes or restrict our service offerings, and theasition of any regulations on us or our
users may harm our business. In addition, we magubgect to multiple overlapping legal or regulgtoegimes that impose conflicting
requirements on us (e.g., in cross-border trade)).alleged failure to comply with foreign laws cddubject us to penalties ranging from
criminal prosecution to significant fines to bamsaur services, in addition to the significant sose may incur in defending against such
actions.

Following the global financial crisis, U.S. fedelalvmakers enacted the Dodd-Frank Act overhaulegféderal governmeistoversigh
of consumer financial products and systemic risthaU.S. financial system. Although the full etfet the new legislation will be dependent
on regulations to be adopted by a number of diffeagiencies (including the Consumer Financial Rtae Bureau, or CFPB), the general
effect of the financial reform law has been, andewpect will continue to be, to require PayPal BagPal Credit to make additional
disclosures to their users and to impose new o#isins on certain of their activities. For exampteJanuary 2012, the CFPB finalized new
regulations, required by the Dodd-Frank Act thauieed PayPal, starting in late October 2013, tivjole additional disclosures, error
resolution rights and cancellation rights to U.&sumers who make international remittance paymeitieh could increase our costs of
processing international payments. The CFPB alsaclaed a complaints portal on its website thatadloustomers to file complaints against
PayPal, Venmo and other money transfer serviceigeos, and publishes information on such complaifitese and other new obligations
will impose new compliance requirements and obiayest on us that could increase our costs, maytrasiricreased litigation and the need to
make expensive product changes and may otherwisasady impact our business.

In addition, we also expect that the continued anm@ntation of the Dodd-Frank Act will adversely eapsome significant traditional
revenue streams for banks. For example, in Jung,20& Federal Reserve Board issued a final rydping debit card interchange fees. As a
result of this and other regulations implementing financial reform law, banks may need to revisértbusiness models to remain profitable,
which may lead them to charge more for serviceskvhiere previously provided for free or at lowestc@ny resulting increases in service
fees required for PayPal to process transactiags &ervice fees for automated clearing housesa@ions) would increase our costs and
could adversely affect our business.
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Our business and users may be subject to saleanother taxes.

The application of indirect taxes (such as salesum® tax, valuadded tax (VAT), goods and services tax, busiresand gross recei
tax) to ecommerce businesses such as eBay and tsens is a complex and evolving issue. Many effttndamental statutes and regulations
that impose these taxes were established beforditygtion and growth of the Internet and ecommercmany cases, it is not clear how
existing statutes apply to the Internet or ecommdrtaddition, governments are increasingly logKior ways to increase revenues, which
has resulted in discussions about tax reform anelr dégislative action to increase tax revenuesduding through indirect taxes.

Some jurisdictions have implemented or may implentams specifically addressing the Internet or s@sgect of ecommerce. For
example, the State of New York has passed legisldtiat requires any out-of-state seller of targj@rsonal property to collect and remit
New York use tax if the seller engages affiliatbewae certain financial thresholds in New York tafpem certain business promoti
activities. California has enacted a similar lawt provides exclusions for certain forms of Intémmarketing and is limited to retailers who
exceed prescribed sales volume thresholds. Sesthied states have enacted similar laws or reguistiand a number of states are considt
similar provisions. The adoption of such legislatly states where eBay has significant operatioaisgerform certain business promotion
activities could result in a use tax collectionp@ssibility for certain of our sellers. This coltem responsibility and the additional costs
associated with complex use tax collection, remitgaand audit requirements would make selling onalbsites and mobile platforms less
attractive for small business retailers, and wdwdn our business.

The State of Colorado has enacted legislationt#kats a different approach by imposing a set otas@otice and reporting
requirements (but not the actual tax collectiopoesibility) on certain retailers with no physigaesence in Colorado. The law is designed to
aid Colorado in collecting use tax from Coloradsidents who purchase taxable items from out-okgtaifilers. The regulation promulgated
by the Colorado Department of Revenue excludes fh@se reporting obligations businesses that 48000 or less into the state in a
calendar year, thus limiting the impact on ouressll The law has been challenged in Federal Cyuatriumber of out-of-state retailers and a
Federal District Court has issued an injunctiorcking enforcement of the regulations pending alutem of the case. Although in March
2012, a Federal District Court struck down the €ado law as unconstitutional, the Tenth Circuit @l Appeals ordered the District Court
to dismiss the case on other grounds. The retaiterinue to pursue their case in Colorado courtsia February 2014, the Denver District
Court issued a preliminary injunction that protshite Colorado Department of Revenue from enfortlieguse tax notice and reporting
requirements pending further orders from the cdnrfune 2014, at the request of retailers, the Bupreme Court granted certiorari to hear
the case that was dismissed by the Tenth CircuittGy Appeals (Direct Marketing Association v. Bara Brohl, Executive Director,
Colorado Department of Revenue, No. 13-1032). Argiis before the Court are scheduled for Decembkt. ZDklahoma and several other
states have enacted similar laws but have not takgrpublished enforcement action to date. Whigeapplication of these new state laws to
our Marketplaces business has limited direct imphetproliferation of such state legislation tpamrd sales and use tax collection on Internet
sales, could adversely affect some of our selledsidirectly harm our business.

In conjunction with the Streamlined Sales Tax Rijan ongoing, multi-year effort by U.S. state &xhl governments to require
collection and remittance of remote sales tax hyofistate sellers-U.S. Senate and U.S. Houseoressif the Marketplace Fairness Act (S.
336 and H.R. 684) were introduced in the 113th Cesgyin 2013. The U.S. Senate passed S. 336 or6 M1 3 with bipartisan support and
H.R. 684 has been referred to the House Judiciargr@ittee for review, which held hearings on thé&ihilMarch 2014. If enacted into law,
these measures would allow states that meet caitapiification and other standards to require ofustate sellers to collect and remit sales
taxes on goods purchased by in-state residerisseXpected that some sellers, meeting an as yeffimed small seller exception, would be
excluded from the requirements of the Act. The éidopf remote sales tax collection legislationttagks a robust small business exemption
would result in the imposition of sales taxes addittonal costs associated with complex sales tdlection, remittance and audit compliance
requirements on many of our sellers. This would ensddling online less attractive for small reta|eand would likely harm our business.

From time to time, some taxing authorities in th&Uhave notified us that they believe we owe tenain taxes imposed on eBayr
its affiliates’ services. These natifications have not resulteathinsignificant tax liabilities to date, but thésea risk that some jurisdiction m
be successful in the future, which would harm ausibess.

Several proposals have been made at the U.S astdti®cal levels that would impose additional taxeshe sale of goods and services
over the Internet. These proposals, if adopteddcaubstantially impair the growth of ecommerce andbrands, and could diminish our
opportunity to derive financial benefit from outtiatties. The U.S. federal government’s moratoriamstate and local taxation of Internet
access or multiple or discriminatory taxes on ecemu® has been extended
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through December 2014. This moratorium does ndiipiofederal, state or local authorities from egling taxes on our income or from
collecting certain taxes that were in effect ptmthe enactment of the moratorium and/or onesoéitensions. New legislation (H.R. 3086)
has been introduced that would make the moratopemmanent; however, it is not clear that it willdsgacted prior to the expiration of the
current moratorium.

Similar issues exist outside of the U.S., whereajhyglication of VAT or other indirect taxes on eguoarce providers such as eBay is
uncertain and evolving. While we attempt to conmiplyhose jurisdictions where it is clear that aisague, certain of our subsidiaries have,
from time to time, received claims relating to gpplicability of indirect taxes to our fees. Weremntly pay VAT on fees charged to certain of
our users in the EU based on the service providecation. Effective January 1, 2015, changes éortites determining the place of supply
(and thus the country of taxation) for all EU bapeaviders of electronically supplied services waéfuire that we pay VAT based on the
residence or normal place of business of our custenThese changes may result in our paying a higite of VAT on such fees.

We collect and remit indirect taxes in certaingdittions. However, tax authorities may raise questabout our obligation to collect
and remit such taxes, as well as the proper calouolaf such taxes. For example, the Korean takaity asserted that certain coupons and
incentives available on our sites should not beudedi when computing taxes on our fees. We chadigtigese assessments and in June :
the National Tax Tribunal issued a final rulingoar favor with respect to item incentives from J2006 onward. The assessments on item
incentives up to May 2006 and coupons up to Jui® 2@e being reviewed by the Korea Supreme Collowitng two lower courts’ rulings
in our favor in January and November 2013. Shooidreew taxes become applicable to our fees oeitdles we pay are found to be
deficient, our business could be harmed.

We do not collect taxes on the goods or servickklsousers of our services. One or more statéiseofederal government or foreign
countries may seek to impose a tax collection, nt@gpor record-keeping obligation on companieg #ragage in or facilitate ecommerce.
Such an obligation could be imposed by legislatitended to improve tax compliance (and legislatmsuch effect has been contemplated
by several states and a number of foreign jurigxtie) or if an eBay company was ever deemed thddéegal agent of the users of our
services by a jurisdiction in which eBay operatasluly 2008, the Housing and Economic Recoverydk@008 (H.R. 3221) was signed into
law. This law contains provisions that require camips that provide payments over electronic meansérs to report to the Internal Reve
Service (IRS) information on payments received &yain customers. The legislation, effective foympants received after December 31,
2010, requires PayPal and other electronic paynpotessors, as well as StubHub and similar coregato report to the IRS on customers
subject to U.S. income tax who receive more thah@0 in payments and more than 200 payments atemdar year. As a result, PayPal is
required to request tax ID numbers from certairgeay track payments by tax ID number and, undéaioeronditions, withhold a portion of
payments and forward such withholding to the IR®. Wdve modified our software to meet these requirgsnand expect increased
operational costs and changes to our user experiarapnnection with complying with these reportotgigations. The IRS regulations also
require us to collect a certification of ndhS. taxpayer status from certain internationalahants. The Foreign Account Tax Compliance
which took effect at the start of 2013, is liketyrequire an increase in the number of non-U.Sooosrs from whom we must obtain a similar
certification, and to increase the compliance bogden us. These requirements may decrease sdllgtyaon our sites and harm our busine
Any failure by us to meet these new requirementsddcresult in substantial monetary penalties ameiosanctions and could harm our
business.

One or more other jurisdictions may also seek fpose tax collection or reporting obligations basedhe location of the product or
service being sold or provided in an ecommercestetion, regardless of where the respective user®eated. Imposition of a discriminatt
record keeping or tax collecting requirement calédrease seller activity on our sites and wouldnhaur business. Foreign authorities may
also require eBay to help ensure compliance bysars with local laws regulating professional ssllencluding tax requirements. In
addition, we have periodically received requesisftax authorities in many jurisdictions for infaation regarding the transactions of large
classes of sellers on our sites, and in some eesdsmve been legally obligated to provide this dake imposition of any requirements on us
to disclose transaction records for all or a cte#ssellers to tax or other regulatory authoritiesaofile tax forms on behalf of any sellers,
especially requirements that are imposed on usditLbn alternative means of ecommerce, and angfub@se records to investigate, collect
taxes from or prosecute sellers, could decreasar seitivity on our sites and harm our business.

We pay input VAT on applicable taxable purchasehiwithe various countries in which we operatemivst cases, we are entitled to
reclaim this input VAT from the various countriégfowever, because of our unique business modegphkcation of the laws and rules that
allow such reclamation is sometimes uncertain. éceasful assertion by one or more countries thadmnenot entitled to reclaim VAT could
harm our business.
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We continue to work with the relevant tax authestand legislators to clarify our obligations undew and emerging laws and
regulations. Passage of new legislation and the@sitipn of additional tax or tax-related reportiggjuirements could harm our users and our
business. There has been an increased interesttiayncgoverning and regulatory bodies as welhasriternational press, especially in
Europe, in the tax affairs of multinational and meoerce companies. While this increased scrutinynbasesulted in any changes in the way
taxes are imposed, it could lead to changes in tavesitical investigations of our operations atisture in the future. This could lead to
additional tax costs and harm our business.

PayPal’s retail point of sale solutions exposeasadditional risks.

PayPal has announced several retail point of sdliens to accept payment, such as the PayPal diariees, which enable merchants
to use a card reader attached to a mobile devitesiran cards and checks using the mobile devecelsedded camera, and the Beacon
device, which will enable customers that enablecdygability on their mobile phones to pay hafrée. PayPal continues to build and impr:
its suite of instore products and services, which have been roliétb certain retailers in the U.S. and Europg PayPal continues to expe
its product and service offerings at the retaihpoif sale, we will face additional risks, includin

* increased expectations from offline retaileigareling the reliability and availability of its 9gsns and services and
correspondingly lower amounts of downtime, whiclyfPa may not be able to meet;

* increased targeting by fraudsters, and given thafraud models are less developed in this areanayeexperience increases
fraud and associated transaction losses as wet agljfitaudulent activity at the point of sale:

e exposure to product liability claims, resultingm hardware products (e.g., our PayPal Here aat&n devices) produced for
use at the retail point of sale, which could regultubstantial liability and require product résar other actions;

e exposure to new or additional laws and regufesti@@.g., export control regulations related toshigment of the PayPal Here
and Beacon devices across national borders);

» increased reliance on third parties involvechwaitocessing in-store payments, including indepensieftware providers,
electronic point of sale providers, hardware previi such as cash register and pin-pad providaysn@ent processors and
banks that enable in store transactions;

» significant competition at the retail point of sadc

» lower profit margins than PayPsibther payment solutiol

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

Changes in PayPal’s funding mix could adverselgafPayPal’s results.

PayPal pays significant transaction fees when ouste fund payment transactions using credit cdodsr fees when customers fund
payments with debit cards, nominal fees when custerfund payment transactions by electronic trarafféunds from bank accounts and no
fees when customers fund payment transactions éimexisting PayPal account balance or through #iy®& Credit service. Customers fund
a significant portion of PayPal's payment volumagsredit and debit cards, and PayPal's finarsiglcess is highly sensitive to changes in
the rate at which its customers fund payments usiadit and debit cards. Customers may prefer igndayment transactions using credit
cards or debit cards rather than bank accountfaenfor a number of reasons, including the abtlitglispute and reverse charges directly
their payment card provider if merchandise is redivéred or is not as described, the ability tondaequent flier miles, cash rebates or other
incentives offered by payment card issuers, thityabd defer payment or a reluctance to providakbaccount information to PayPal. In
addition, some of PayPal’s offerings, including #mlity for buyers to make a limited number of &g’ payments without opening a PayPal
account, have a higher rate of payment card funtiag PayPal’'s basic product offering. Further, smhPayPal’s plans to lower its funding
costs, including both the PayPal Credit productsservice and the ability for buyers to defer pagtder a short period of time on some
transactions, may increase the risk to PayPal npagment by buyers. If we experience an increaseeis associated with our funding mix or
in losses associated with nonpayment by buyershasiness and financial results could suffer.
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PayPal’s failure to manage customer funds propedwyld harm its business.

PayPal’s ability to manage and account accuratelgdistomer funds requires a high level of inteomadtrols. In some of the markets
that PayPal serves and currencies that PayPatpffayPal has a limited operating history and éthiéxperience in managing these internal
controls. As PayPal’'s business continues to gromyuist continue to strengthen its internal conteaisordingly. PayPal’'s success requires
significant public confidence in its ability to hdle large and growing transaction volumes and ansoaincustomer funds. Any failure to
maintain necessary controls or to manage customneisfaccurately could severely diminish customeraig?ayPak products and/or result
penalties and fines, which could have an adverfeetafn our business and financial results.

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

We have experienced system failures from timente tiand any interruption in the availability of auebsites, applications, products or
services will reduce our current revenues and tafbuld harm our future revenues and profits@ndd subject us to regulatory scrutiny.
Our eBay.com website has been interrupted for gerid up to 22 hours. In September 2014, followtgwhnical issues that occurred during
scheduled server maintenance, many of our uses uveble to sign into our Marketplaces websiteséweral hours and, in addition, our
Marketplaces websites experienced unexpected pisauars with storage arrays linked to some of otaldeses, interrupting certain site
functionality for several hours. In August 2013;Hrical issues affected several of our websitadtirg in intermittent outages over a period
of just over six hours, and in April 2012, techhisgstems issues resulted in eBay.com users beialgle to checkout on our sites for a period
of several hours. Our PayPal website has sufferednittent unavailability for periods as long &dhays, including, for example, transaction
failures which affected some customers in the UKofeer 24 hours in August 2014 and mobile logitufais which affected some customers
for several hours in April 2014. Other of our websi(e.g., StubHub and others), as well as websitEsterprise clients and hosted services
offered by our Enterprise business, have expergimtermittent unavailability from time to time. fmunscheduled interruption in our
services results in an immediate, and possiblytankial, loss of revenues, as well as potentialisercredits or other payments by our
Enterprise business to its clients. Frequent asigiemt interruptions in our services could causeent or potential users to believe that our
systems are unreliable, leading them to switchurocompetitors or to avoid our sites, and couldymarently harm our reputation and brands.
Reliability is particularly critical for PayPal, wdh faces increased expectations on the part o6&l merchants regarding the full-time
availability of PayPal’s services as it seeks tpagd its Merchant Services business and gain aauepbdf its retail point of sale solutions.
Because PayPal is a regulated financial instityfi@guent or persistent site interruptions coelal to significant fines and penalties, or
mandatory and costly changes to PayPal’s busirmastiges, and ultimately could cause PayPal to éxssting licenses it needs to operate or
prevent it from obtaining additional licenses tiiateeds to expand. Finally, because many of ostorners may use our products for critical
transactions, any system failures could resulimage to our customers and their businesses. ThesmEmers could seek significant
compensation from us for their losses. Even if ensssful, this type of claim likely would be timernsuming and costly for us to address.

Although our systems have been designed aroundirngdstandard architectures to reduce downtiméénetvent of outages or
catastrophic occurrences, they remain vulnerabtiatoage or interruption from earthquakes, hurrisafieods, fires, power loss,
telecommunication failures, terrorist attacks, ecyéacks, computer viruses, computer denial-ofiserattacks, human error, hardware or
software defects or malfunctions (including defemtsnalfunctions of components of our systems dinatsupplied by third-party service
providers), and similar events or disruptions. Safeur systems, including our Shopping.com welssited the systems related to the PayPal
Credit business, are not fully redundant, and éeasder recovery planning may not be sufficientdibeventualities. Our systems are also
subject to break-ins, sabotage, and intentional @fctandalism. Despite any precautions we may, tifleeoccurrence of a natural disaster, a
decision by any of our third-party hosting provislés close a facility we use without adequate dfix financial or other reasons or other
unanticipated problems at our hosting facilitiesldacause system interruptions and delays, andtriedoss of critical data and lengthy
interruptions in our services. We do not carry bass interruption insurance sufficient to compensatfor losses that may result from
interruptions in our service as a result of systaitares.

If we are unable to cost-effectively upgrade angbexi our websites, services and platforms, ourrtass would suffer.

We must constantly add new hardware, update saftaiad add new engineering personnel to accommtuatacreased use of our
websites and platforms, and the new products aatdifes we regularly introduce. As our PayPal bissimontinues to grow and expand both
in terms of geographies and product offerings (€gyPal’s retail point of sale solutions and drefferings), we are focused on updating our
PayPal platform to provide increased scale, impdqeformance and additional built-in functionalitgdressing regulatory compliance
matters (e.g., anti-money laundering and terréinisincing).
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This upgrade process, driven in part by the in@éa®mpetitive pressure that our businesses faexpiensive and time-consuming, and the
increased complexity of our websites and the needipport multiple platforms as our portfolio ofhds grows increases the cost of
additional enhancements. Failure to upgrade otntdogy, features, transaction processing systeetsirity infrastructure or network
infrastructure in a timely and cost-effective manteeaccommodate increased traffic or transactmnme or changes to our site functionality
could result in adverse consequences, includingtisipated system disruptions, slower responsegjmegradation in levels of customer
support, impaired quality of users’ experienceswfservices, impaired quality of services fordhirarty application developers using our
externally accessible application programming fiaiegs and delays in reporting accurate financfarmation, and could result in customer
dissatisfaction and the loss of existing usersumnaebsites. We may be unable to effectively upgradd expand our systems in a timely
manner or smoothly integrate any newly developegouochased technologies or businesses with outirgisystems, and any failure to do so
could result in problems on our websites. Furth&ps to increase the reliability and redundanayunfsystems are expensive, could reduce
our margins and may not be successful in redutiadgrequency or duration of unscheduled downtime.

Risks associated with our Enterprise businesstisfto enhance its marketing solutions platform amgrate existing Enterprise clients
to its new marketing solutions platform are disedsis greater detail under the caption “Our Enisgbusiness exposes us to additional
risks” below.

There are many risks associated with our intermeicmperations.

Our international business, especially in Germémy,U.K., Australia and Korea, has become critioadur revenues and profits. Net
revenues outside the U.S. accounted for approxlynaB and 53% of our net revenues for the yeaedridecember 31, 2013 and the nine
months ended September 30, 2014, respectively.

Expansion into international markets, such as atnyeénto Turkey in May 2011 upon the completionoair acquisition of additional
shares in GittiGidiyor, and Marketplaces’ and Pd\gRentry into emerging markets, is an increasiogus of our business. Geographical
expansion requires significant management atterstiwhresources and requires us to localize ouicgsrto conform to local cultures, laws,
regulations, standards, policies and practices.cbm@mercial, financial, Internet and transportafidnastructure in developing countries may
make it more difficult for us to replicate our busss models. For example, the governments of Rarsid urkey have recently imposed new
regulations that will require local transaction gessing by payment service providers. In additiba,Russian government recently passed a
law requiring that personal data of Russian citizemst be stored on servers located in Russiae Hn& subject to these new regulations and
laws, or are not eligible for an exception, we rbayforced to significantly change or discontinue @perations in such markets.

Some of these developing countries may have leggines in which the application of laws and redafet in the online or mobile
context is subject to greater uncertainty, as agk higher incidence of corruption and frauduteninethical business practices, than
countries in which we are historically accustomedperating. In many countries, we compete witlal@ompanies that understand the local
market better than we do, and we may not bengiih fiirst-to-market advantages. We may not be ssfakin expanding into particular
international markets or in generating revenues fforeign operations. In 2007, we contributed ausibess in China to a joint venture with a
local Chinese company; we terminated this jointtwemin 2012. Even if we are successful in develgpiew markets, we often expect the
costs of operating new sites to exceed our netieg&from those sites for at least 12 months irt cmtries.

As we continue to expand our businesses interratigrincluding through acquisitions and joint vergs, we are increasingly subjec
risks of doing business internationally, includihg following:

e strong local competitor

* legal and regulatory requirements, includingutation of Internet and mobile services, auctiomggrprofessional selling, distance
selling, privacy and data protection, banking arahay transmitting and foreign corrupt practices antk-bribery, that may limit
or prevent the offering of our services in somésflictions, prevent enforceable agreements betwekers and buyers, prohibit
listing of certain categories of goods, requireduat or service changes, require special licensutgect us to criminal sanctions
and/or various taxes, penalties or audits or lthettransfer of information between us and outiafés;

e customs and duties, including the possibilityombersome shipping and delivery logistics, sigaift delays at the border due to
customs inspections, maximum limits on the numlberass-border imports by consumers, and the pitisgithhat our services
may be viewed as facilitating customs fraud by gorreental authorities;

« greater liability or legal uncertainty regardiogr liability for the listings and other contembpided by our users, including
uncertainty as a result of unique local laws, dotifig court decisions and lack of clear precederapplicable law;
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« risks associated with cross-border transactimefyding those described under the caption “Aawtdrs that reduce cross-border
trade could harm our business,” above;

< potentially higher incidence of fraud and corruptand higher credit and transaction loss r

e cultural ambivalence towards, or naoeeptance of, trading or payments over the Intemnthrough mobile device

« laws and business practices that favor local coiopgtor prohibit or limit foreign ownership of ¢ain businesse

« difficulties in integrating with local paymentqviders, including banks, credit and debit cartivoeks and electronic fund transfer
systems;

» differing levels of retail distribution, shippingnd Internet and mobile infrastructur

» different employee/employer relationships arimbtdaws, and the existence of workersuncils and labor unior

« difficulties in staffing and managing foreign opéoas;

» challenges associated with joint venture refesiops and minority investments, including depeédamn joint venture partners,
controlling shareholders or management who may baseess interests, strategies or goals thanaomsistent with ours;

« difficulties in implementing and maintaining adetpiaternal control:

< longer payment cycles, different accounting prastiand greater problems in collecting accountsvalke

- potentially adverse tax consequences, includingl ltacxation of our fees or of transactions on oabsites

< higher Internet service provider or mobile netwopgerator cost

- differing intellectual property law

» seasonal reductions in business acti

* expenses associated with localizing our prodastsservices, including offering customers théditsitib transact business in the
local currency and adapting our products and sesvic local preferences (e.g., payment method&)wliich we may have limite
Or no experience;

» foreign exchange rate fluctuatio

* our ability to repatriate funds from abroad withadtzerse tax consequent

» the possibility that foreign governments may imposeency controls or other restrictions on theatgption of funds

« changes in the business practices of the card niedvoo participating banks (e.g., dynamic curreoaggversion)

« disturbances in a specific country’s or regigmiditical, economic or military conditions, incling) potential sanctions (e.g., recent
significant civil, political and economic disturbzes in Russia, Ukraine and the Crimean peninsata);

« challenges associated with maintaining relatiorshijth local law enforcement and related agen

These factors may cause our international costi®iofy business to exceed our comparable domestts.cbo the extent that we
continue to expand our international operationsatatger portion of our international revenuedaaominated in foreign currencies, we are
also subject to increased difficulties in collegtaccounts receivable and repatriating money withduerse tax consequences, as well as
increased risks relating to foreign currency exdearate fluctuations. The impact of currency exgearate fluctuations on our business is
discussed above in more detail under the captioa & exposed to fluctuations in foreign currenaghange rates and interest rates.”

Compliance with complex foreign and U.S. laws agglutations that apply to our international operaiocreases our cost of doing
business. These numerous and sometimes conflietimgand regulations include internal control aistidsure rules, data privacy and
filtering requirements, anti-corruption laws, swhthe Foreign Corrupt Practices Act and U.K. Byibict, other local laws prohibiting
corrupt payments to governmental officials andteugt and competition regulations, among otherslafions of these laws and regulations
could result in fines and penalties, criminal seoms against us and/or our directors, officersropleyees, prohibitions on the conduct of our
business and on our ability to offer our productd aervices in one or more countries, and could ralaterially affect our brands, our
international expansion efforts, our ability toratt and retain employees, our business and ouatipg results. Although we have
implemented policies and procedures designed tarert®ompliance with these laws and regulationsgtban be no assurance that our
employees, contractors or agents will not violatemolicies.

In addition, we conduct certain functions, incluglproduct development, customer support and otberadions, in regions outside the
U.S., particularly in India and China. We are sabje both U.S. and local laws and regulationsiapple to our offshore activities, and any
factors which reduce the anticipated benefits aatet with providing these functions outside of th&., including cost efficiencies and
productivity improvements, could adversely affegt business.

We maintain a portion of our research and developifaeilities and personnel in Israel, and haveuaegl other Israeli companies.
Political, economic and military conditions in Istaffect those operations. Increased hostilitreworism within Israel or armed hostilities
between Israel and neighboring countries or othéties could make it more difficult for us to
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continue our operations in Israel, which could @a&se our costs. In addition, many of our employreé¢srael could be required to serve in the
military for extended periods of time under emeyecircumstances. Our Israeli operations couldibrugted by the absence of employees
due to military service, which could adversely affeur business.

Sanctions imposed by the U.S. government on RuasthRussian banks, in response to Russia’s anoexdtthe Crimean peninsula,
may result in a series of regulatory changes forRassian payment services providers. Such changgsnake it costly or difficult for us to
continue operating our business in the Russian etark

We also maintain facilities and personnel in Ukeaifihe current situation in Ukraine and the Crimpaninsula along with the respor
of the Russian and United States governments dcsthiation, have the potential to adversely affectoperations in Ukraine. In addition,
many of our employees in Ukraine could be requiceskerve in the military for extended periods ofdiunder emergency circumstances,
which could disrupt our Magento business.

Acquisitions, joint ventures and strategic invesitaeould result in operating difficulties, dilutiand other harmful consequences.

We have acquired a significant number of businesbearying size and scope, technologies, senacesproducts. In December 2013,
we acquired Braintree, which provides an online enadbile payments platform. We expect to continuevaluate and consider a wide arra
potential strategic transactions as part of oural/business strategy, including business comlzingf acquisitions and dispositions of
businesses, technologies, services, products fed assets, as well as strategic investments amdvgntures. At any given time we may be
engaged in discussions or negotiations with redpemhe or more of these types of transactions. @éjese transactions could be material to
our financial condition and results of operations.

These transactions involve significant challengebrésks. Some of the areas where we may face oislffficulties include:

« the need to integrate the operations, systemstugling accounting, management, information, hunegource and other
administrative systems), technologies, productspmdonnel of each acquired company, which is herantly risky and
potentially lengthy and costly process;

« the inefficiencies and lack of control that mragult if such integration is delayed or not impégrted, and unforeseen difficulties
and expenditures that may arise as a result;

« the potential loss of key customers, mercham@sdors and other key business partners (e.g., @atypnocessors) of the companies
we acquire following and continuing after announeetrof our acquisition plans;

- diversion of management time, as well as a sififbcus from operating the businesses to isselesed to integration and
administration, particularly given the number, ssrel varying scope of our recent acquisitions;

< declining employee morale and retention issesslting from changes in, or acceleration of, congpéion, or changes in
management, reporting relationships, future prasparcthe direction of the acquired business;

- the need to implement controls, procedures artidips appropriate for a larger public compang@hnpanies that prior to
acquisition may have lacked such controls, procesiand policies;

« risks associated with our expansion into newrimational markets and doing business internatipnatluding those described
above under the caption “There are many risks &sacwith our international operations”;

- difficulties in entering new markets where werdao or limited direct prior experience or wheoenpetitors may have stronger
market positions;

« inthe case of acquisitions involving foreigmgmanies or operations, the need to integrate dpasadcross different cultures and
languages and to address the particular reguladgopnomic, currency and political risks associat@t specific countries or
regions;

e in some cases, the need to build or enhance camepligrograms and/or systems to comply with likeBater regulatory scrutir

» derivative lawsuits resulting from the acquisiti

e in some cases, the need to transition operatimess and customers of our existing businessé®@cquired business, as the case
may be, onto different platforms;

< liability for activities of the acquired compabgfore the acquisition, including intellectual peoty and other litigation claims or
disputes, violations of laws, rules and regulatj@msnmercial disputes, tax liabilities and otheown and unknown liabilities;

« the potential loss of key employees following tleguisition

< the acquisition of new customer and employesgml information, which in and of itself may reguregulatory approval and or
additional controls, policies and procedures arajesat us to additional exposure; and
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- for investments in which an investee’s resufteperations and financial condition are incorpedainto our financial statements
and operating metrics, either in full or in panie dependence on the investee’s accounting, fiabreporting, operating metrics
and similar systems, controls and processes.

It may take us longer than expected to fully reatize anticipated benefits, such as increased nevamd volume,enhanced efficiencies,
of any or all of our acquisitions, and those besefnd/or enhanced efficiencies may ultimatelyrbalier than anticipated or may not be
realized at all, which could adversely affect ousibess and operating results. Future acquisititagalso require us to issue additional
equity securities, spend our cash or incur deld (acreased interest expense), liabilities and &@radion expenses related to intangible assets
or write-offs of goodwill, which could adverselyfe€t our financial results, results of operationd dilute the economic and voting rights of
our stockholders.

In addition, we have made certain investmentspufinlg through joint ventures, in which we have aanity equity interest and/or lack
management and operational control. The controjbing venture partner in a joint venture investeray have business interests, strategies
or goals that are inconsistent with ours, and lassirdecisions or other actions or omissions o€¢mérolling joint venture partner or the joint
venture company may result in harm to our reputadioadversely affect the value of our investmarthie joint venture.

Our strategic investments may also expose us titiaa risks. For example, we have a minority iet in Intershop Communications
AG, an entity governed by German law, which couildjsct us to liability for certain disadvantagesrttershop if we were deemed to be in
control of Intershop under German law. Recentlgraup of stockholders of Intershop made a stocldrgidoposal at the annual meeting,
requiring Intershop to retain a third party evatuab ensure that all transactions between Intgrsimal eBay Enterprise are at arm’s length.
An unfavorable finding could require us to change gricing or the manner in which we do businegh witershop or could require us to pay
damages to Intershop. We have also been sued iggltsg which has alleged that we engaged in condasigned to harm craigslist's
business, including that we (i) misrepresentedcealed, suppressed and failed to disclose facslier to induce craigslist to take detrime
action; (ii)interfered with craigslist's businegmeaations; (iii) improperly disseminated and mislisenfidential and proprietary information
from craigslist that we received as a minority istee; (iv) infringed and diluted craigslist's tradierk and tradename; and (v) breached duties
owed to craigslist. The complaint seeks significahpensatory and punitive damages, rescissiomiad relief. In addition, in September
2014, craigslist filed an amended complaint allggiiade secret misappropriation seeking new andiadal compensatory and punitive
damages. Any circumstances, which may be out otonitrol, that adversely affect the value of oweistments, or cost resulting from
regulatory action or lawsuits in connection witlr owestments, could harm our business or negativgbact our financial results.

Our Enterprise business exposes us to additios#bri

Our Enterprise business (which consists of GSI Cerom Inc. (GSI Commerce), which we acquired ireJ2@11), faces certain risks
and challenges not shared by our other busineissdsiing those described under the caption “Charigeegulations, regulatory scrutiny or
user concerns regarding privacy and protectiorsef data could adversely affect our business.”

Competition for Enterprise’s existing and potenti&nts is intense, and our Enterprise businessnoabe able to add new clients or
keep existing clients on favorable terms, or atfdr example, a change in the management of ar(itige client could adversely affect our
relationship with that client. In addition, manyrfiterprise’s client contracts contain service leaenmitments. If our Enterprise business is
unable to meet these commitments, its relationshifhsits clients could be damaged, and clienttsgb terminate their contracts with our
Enterprise business and/or financial penalty piomispayable by our Enterprise business may bgdreg. In addition, these contracts cor
provisions under which our Enterprise businessagased to indemnify Enterprise clients againstatenrtlaims by third parties regarding our
products and services. If any existing Enterprignts (in particular, the large merchants and fsathat our Enterprise business serves) were
to exit the business we provide services to, beieed, declare bankruptcy, suffer other financifficulties, make indemnification claims
against us, fail to pay amounts owed to our Enisegdrusiness and/or terminate or modify their ir@teships with our Enterprise business ir
unfavorable manner, our Enterprise business caalladversely affected.

A portion of Enterprise’s net transaction reversidarived from the value of ecommerce transactioaisflow through its suite of
commerce technologies. Accordingly, growth in Epiise’s net transaction revenue depends upon thtnced growth of the online
businesses of its clients. Our Enterprise busimessbe substantially impacted by any adverse cangiin the offline businesses of an
Enterprise client that negatively impact that dfi®ionline businesses. Any impairment of the o#fliousiness of Enterprise clients, whether
due to financial difficulties, impairment of cliebtands, reduction in marketing efforts, reduciimthe number of client retail stores or
otherwise, could negatively affect consumer tradfiel sales through Enterprise clients’ websites¢hvivould result in lower revenues
generated by our Enterprise business. Our Enterpris
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business also relies on its clients’ ability towwately forecast product demand and select andhmiinventory for their corresponding online
businesses. Under such arrangements, the cliexilisbies product prices and pays our Enterprisméss fees based either on a fixed or
variable percentage of revenues, or on the actpdtjormed. As a result, if Enterprise clients faibccurately forecast product demand or
optimize or maintain access to inventory, the ¢l&eacommerce business (and, in turn, our Entexgéss) could be adversely affected.

Our Enterprise business holds some inventory oalbehits clients. If our Enterprise business imble to effectively manage and
handle this inventory, this may result in unexpéatests that could adversely affect our Enterfisginess. Any theft of such inventory, or
damage or interruption to such inventory, includisga result of earthquakes, hurricanes, floods, fiower loss, labor disputes, terrorist
attacks and similar events and disruptions, coesdlt in losses related to such inventory and gigvos to the businesses of Enterprise
clients, which could in turn adversely affect ount&prise business. While we have insurance coeamgrotect against such losses, the
coverage may be inadequate to cover all losses.

Our Enterprise business processes personal inflnmei behalf of its clients. The personal inforimatof customers of certain websites
operated by Enterprise clients may be regulate@utid Gramm-Leach-Bliley Act, the Health InsuraRoetability and Accountability Act,
the Children’s Online Privacy Protection Act or etlprivacy laws and regulations. In some casesrfrise’s use or disclosure of that
information may be restricted by contractual terla's and regulations, and any misuse or unpermndtigclosure of that information could
negatively impact our Enterprise business andigats.

Our Enterprise business is in the process of erihguits marketing solutions platform and plans tignmate existing clients to its new
marketing solutions platform. Our Enterprise busineould be negatively impacted if this projeaeatayed, the functionality of the new
marketing solutions platform is not accepted bys#ng or new clients, or the new marketing soluiptatform does not operate as expected.

Our Enterprise business utilizes email marketindrive consumer traffic to the websites operateddme of its clients. Email could
become a less effective means of communicating avithmarketing to consumers for a variety of reasmeluding: problems with
technology that make Enterprise’s email communicetimore difficult to deliver and for consumerséad (e.g., the inability of mobile
devices to adequately display email); consumers aisrggard marketing emails due to the large volofreich emails they receive; the
inability of filters to effectively screen for unweed emails, resulting in increased levels of jord, or “SPAM,” which may overwhelm
consumers’ email accounts; increased use of soetalorking sites, which may result in decreasedaiigemail as a primary means of
communication; continued security concerns regarttiternet usage in general from viruses, wormsinilar problems; and increased
governmental regulation or restrictive policies pteol by Internet service providers that make itendifficult or costly to utilize email for
marketing communications. If any of our Enterpesgities were to end up on SPAM lists or lists wiitees that have been involved in senc
unwanted, unsolicited emails, their ability to amitcustomers through email could be significargbtricted. If any of the foregoing were to
occur, the demand for Enterprise email marketirigtims could decrease and our Enterprise busit@ss be harmed. Our Enterprise
business also utilizes mobile messaging as a nearmmmunicating with consumers, which carriesgishknilar to those described above for
email marketing.

Our Enterprise business has relationships withckeamgines, comparison shopping sites, affiliatekatars, online advertising netwo
and other websites to provide content, advertibangners and other links to its clients’ ecommencsiriesses and our Enterprise business
relies on these relationships as significant sauioderaffic to its clients’ ecommerce businessewe are unable to maintain these
relationships or enter into new relationships oreptable terms, our ability to attract new custeanweuld be harmed.

eBay and our Enterprise business are party toioextguisition agreements relating to entities pased by GSI Commerce prior to our
acquisition of GSI Commerce, and which relate teihesses owned by the entities that we have divekimetic LLC (Kynetic) has agreed
to indemnify our Enterprise business for certabilities incurred by GSI Commerce under these istttun agreements including those
involved in a dispute which was brought to trialvbeen RuelLala shareholders, eBay, our Enterprismbss and Kynetic. The jury in that
matter found against the RuelLala shareholderslamahts. However, if liabilities are realized ither matters that were not covered by the
indemnification provisions or Kynetic was not ablewilling to meet its indemnification obligationsyr Enterprise business would be liable
for them and its business could be harmed.

Our tickets business is subject to regulatory, cetitipe and other risks that could harm this busme
Our tickets business, which includes our StubHufirmss, is subject to numerous risks. Many jurigatis have anti-scalping laws and
regulations covering the resale of event ticketen& jurisdictions prohibit the resale of event ¢iskat prices above the face value of the

tickets or at all, or highly regulate the resalédicifets, and new laws and regulations or
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changes to existing laws and regulations impogiegé or other restrictions may be adopted thatldouit or inhibit our ability to operate, or
our users’ ability to continue to use, our ticketssiness.

Regulatory agencies or courts may claim or hold weaare responsible for ensuring that our usemspty with these laws and
regulations or that we or our users are eitherezuitp licensure or prohibited from reselling eviécitets in their jurisdictions. In October
2007, two plaintiffs filed a purported class actlawsuit in North Carolina Superior Court allegitgit StubHub sold (and facilitated and
participated in the sale) of concert tickets tamilés with the knowledge that the tickets wersalkl in violation of North Carolina’s
maximum ticket resale price law (which has beerssgbently amended). In February 2011, the triaftaggranted plaintiffs’ motion for
summary judgment, concluding that immunity under @ommunications Decency Act did not apply. Thal gourt further held that StubHub
violated the North Carolina unfair and deceptisel& practices statute as it pertained to the twieedgplaintiffs, and certified its decision for
immediate appeal to the North Carolina Court of &gp. In February 2012, the North Carolina CourApjpeals overturned the lower court’s
decision, and the Court of Appeals’ decision is Himal. However, similar actions are expected ineotstates and other jurisdictions, such as
Ontario. Laws and regulations governing the reshkvent tickets outside the U.S. may be moreintiste, and carry harsher penalties and
fines, than corresponding U.S. laws and regulatibos example, France passed a law in 2012 prafgbihe habitual resale of event tickets
without permission from the event organizer andggeh passed a similar law in 2013 prohibiting hadlitsale and subjecting occasional
resale to a price cap. Restrictions on ticket reagé also under consideration by the Dutch Paglidrand various state governments in
Australia. In addition, the unauthorized resaléootball (soccer) tickets is illegal in the U.K.here a StubHub site was launched in 2011.
While we have secured a number of commercial pestis in the UK in order to enable our customerisuy and sell football (soccer)
tickets, if we are unable to maintain these pasimies or develop new partnerships on acceptabigstesur tickets business would suffer.

Some event organizers and professional sports thamesexpressed concern about the resale of teit éickets on our sites. Lawsuits
alleging a variety of causes of actions have inptist, and may in the future, be filed against Buiband eBay by venue owners, competi
ticket buyers and unsuccessful ticket buyers. $awbuits could result in damage awards, could requs to change our business practices in
ways that may be harmful to our business or cotlidravise negatively affect our tickets business.

Our tickets business is subject to seasonal fltictusiand the general economic and business condithat impact the sporting events
and live entertainment industries. The economicrdawm resulted in a decrease in ticket prices saldur sites and negatively impacted
revenue and profits. In addition, a work stoppatygke or lockout by a professional sports leagoedxample, the National Hockey League
lockout that ended in January 2013) that resultiéncancellation of all or a portion of the garirea league’s season would harm our tickets
business. In addition, a portion of the ticketseimory sold by sellers on the StubHub website ée@ssed by StubHub in digital form.
Systems failures, security breaches, including begaches due to employee error, theft or otheupli®ns that result in the loss of such
sellers’ tickets inventory could materially harnr digkets business.

Our tickets business also faces significant cortipatfrom a number of sources, including ticketsggvice companies (such as Live
Nation Entertainment/Ticketmaster, Com-Spectacor and Tickets.com), event organizers (aagirofessional sports teams and leagues),
ticket brokers and online and offline ticket resed| such as TicketsNow (which is owned by LiveidiaEntertainment), VividSeats and
RazorGator. In addition, some ticketing service panies and event organizers have begun to issume takets through various forms of
electronic ticketing systems that are designe@strict or prohibit the free transferability (angl éxtension, the free resale) of such event
tickets either to favor their own resale affiliatsto discourage resale. In addition, some pradess sports teams and industry partners have
imposed resale conditions limiting or prohibitifgetresale of sporting event tickets. Similarly, sgmofessional sports teams have begun to
introduce measures that may have the effect obdisging or prohibiting season ticket holders figsting their tickets for sale through third
party platforms (such as the StubHub website) ¢batpete with the teams’ own or preferred secontleketing services. Such measures
include making PDF versions of tickets availablé/dar a limited period of time, and imposing fems season ticket holders to obtain PDF
versions of their tickets or restricting resalesefson tickets to a preferred, designated welfditE.versions of tickets are one of the most
popular formats for ticket listings on the StubHubbsite. As a result, to the extent that such nreasesult in our customers’ inability or
unwillingness to list tickets for sale on the StuliHvebsite, our tickets business would be harmed.

Ticketing service companies have also begun tons&etbased pricing strategies or dynamic pricing to gaanuch higher prices th
they historically have for premium tickets. Besigbarging higher prices, these ticketing serviomganies have also imposed additional
restrictions on transferability for these typedickets, such as requiring customers to pick updttiekets at will-call with the purchasing
credit card. To the extent that event tickets idsnehis manner cannot be resold on our websitet) the extent that we are otherwise unable
to effectively compete with these competitors, tickets business would be harmed.
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Pursuant to commercial arrangements with certaitsgfartners, StubHub provides some of its seligtls the ability to conduct
integrated resale transactions, which consumersprefgr due to, among other factors, quicker dejiand lower fraud concerns. These
integrations are largely deal-dependent, and tags@mgements may not be renewed on favorable tematd,all.

Our StubHub business receives funds directly froyebs for tickets purchased from sellers, and syesatly pays the sellers upon
shipment of the tickets. StubHub recently recei@éidense in Luxembourg for intermediation of paysefor transactions on websites loci
in the EU. Intermediation of transactions betweeyens and sellers could potentially subject Stubkulicensure requirements, laws and
regulatory oversight in other jurisdictions, whictay increase our costs and harm our tickets busines

We depend on key personnel.

Our future performance depends substantially orcéimtinued services of our senior management amer &y personnel, including
key engineering and product development persoanelour ability to attract, retain and motivate keysonnel. Competition for key
personnel is intense, especially in the Silicon&alvhere our corporate headquarters are locatetiv@ may be unable to successfully
attract, integrate or retain sufficiently qualifikdy personnel. In making employment decisionsti@adarly in the Internet and high-
technology industries, job candidates often comgtue value of the equity awards they would rec@iveonnection with their employment.
Fluctuations in our stock price may make it mofféiailt to attract, retain and motivate employelesaddition, we do not have long-term
employment agreements with any of our key persoanéldo not maintain any “key persdiié insurance policies. Further, some membe
our senior management team have fully vested therityaof their in-the-money equity incentives. Thoss of the services of any of our
senior management or other key personnel, or @lnility to attract key personnel, could harm ousibass.

Problems with or price increases by third partidsonprovide services to us or to our users couldhaur business.

A number of parties provide services to us or tousers that benefit us. Such services includers&bls that automate and manage
listings, merchant tools that manage listings amerface with inventory management software, storg§ that help our users list items,
caching services that make our sites load fasishipping providers that deliver goods sold onmatform, among others. In some case:
have contractual agreements with these comparaggitie us a direct financial interest in their segs, while in other cases we have none.
PayPal is dependent on the processing companidsaaid that link PayPal to the payment card andt blraring networks to process
transactions. As described under the caption “Césubg payment card networks or bank fees, rulgsamtices could harm our Payments
business,’PayPal is subject to, among other things, increimsieterchange fees and assessments that paymarehhetworks such as Visa a
MasterCard charge for each transaction using omieedrf cards (which PayPal’'s payment card procadsave the right to pass on to PayPal),
as well as changes in payment card network operaties, including special operating rules for ingt payment services (with which PayPal
is required by its payment card processors to cgm§Bimilarly, PayPal Credit relies on unaffiliatkmhders in providing the PayPal Credit
service and also relies heavily on third partieggerate its services, including merchant processod payment gateways to process
transactions. In addition, our Enterprise busing#izes unaffiliated payment processing compatgsrocess transactions on the websites
operated by Enterprise clients, third parties wvjate underlying components of its ecommerce ptatfand new marketing solutions
platform, third party carriers to ship packagesustomers of Enterprise clients and third partiessi operations business to perform services
during peak order volume periods. Financial or tetguy issues, labor issues (e.g., strikes, lockoutwork stoppages) or other problems that
prevent these companies from providing servicesstor our users could reduce the number of listorgeur sites, make it more difficult for
users to complete transactions on our websitesranfule platforms or adversely affect Enterprisdigity to timely fulfill and ship products
sold on the websites operated by its clients, whiohld harm our business.

Price increases by, or service terminations, dismop or interruptions at, companies that provigevises to our users and clients (such
as postal and delivery services, as well as owrajlshipping platform intended to facilitate crdssder transactions between buyers and
sellers) could also reduce the number of listing®ar websites or make it more difficult for ouflees to complete transactions or for us to
timely fulfill and ship products sold on the welesitoperated by Enterprise clients, thereby harmimgusiness. Some third parties who
provide services to us may have or gain market pawd be able to increase their prices to us witbompetitive constraint. In addition, the
U.S. Postal Service, which is facing ongoing fistfadllenges, has instituted postal rate increasg¢s@anounced that it is considering closing
thousands of local post offices and ending Satundal delivery. While we continue to work with glalcarriers to offer our sellers a variety
of shipping options and to enhance our shippingegpce, postal rate increases may reduce the ciivgzgess of certain sellers’ offerings,
and postal service changes could require certdlerséo utilize alternatives which could be morpensive or inconvenient, which could in
turn decrease the velocity of trade on our siterehy harming our business. For example, we
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believe that increases in international postalsrbtethe U.S. Postal Service may have reduced-baster trade by U.S. sellers.

Any security breach at a company providing servioasur users could also adversely affect our custs and harm our business. We
have outsourced certain functions to third-partwjters, including some customer support and prodercelopment functions, which are
critical to our operations. If our service provigeio not perform satisfactorily, our operationsliddae disrupted, which could result in user
dissatisfaction and adversely affect our velocftyrade, business, reputation and operating results

Although we generally have been able to renew terekthe terms of contractual arrangements witlf, ecessary replace, third
parties who provide services to us on acceptabhestethere can be no assurance that we will coatiolbe able to do so in the future. If any
third parties were to stop providing services tmascceptable terms, including as a result of hgtky due to poor economic conditions, we
may be unable to procure alternatives from othied farties in a timely and efficient manner andagoeptable terms, or at all. In addition,
there can be no assurance that third parties windd® services directly to our users will contirtaelo so on acceptable terms, or at all.

Customer complaints or negative publicity about oustomer support or anti-fraud measures could dishi use of our services.

Customer complaints or negative publicity about@ustomer support could severely diminish conswoafidence in and use of our
services. Breaches of privacy and security, frendiraeasures that we sometimes take to combataidkaud and breaches of privacy and
security have the potential to damage relationk witr customers or decrease activity on our webbigemaking our websites more difficult
to use or restricting the activities of certainngs@hese measures heighten the need for promp@nuoate customer support to resolve
irregularities and disputes. Effective customermguprequires significant personnel expense, andtiimanaged properly, this expense could
significantly impact our profitability. Failure tmanage or train our own or outsourced customera@tpgpresentatives properly could
compromise our ability to handle customer compfagffectively. Negative publicity about, or negatiexperiences with, customer suppor
any of our businesses could cause our reputatienfter or affect consumer confidence in our brands/idually or as a whole. Because
PayPal is providing a financial service and oparpih a more regulateghvironment, PayPal must provide both telephonecamail custome
support and resolve certain customer contacts nvghorter time frames. As part of PayPal’'s progtameduce fraud losses and prevent
money laundering and terrorist financing, PayPaf temporarily restrict the ability of customerswithdraw their funds if those funds or the
customer’s account activity are identified by Pdigdsk models as suspicious. PayPal has in tis¢ rgzeived negative publicity with respect
to its customer support and account restrictiond,feas been the subject of purported class aciwsdits and state attorney general inquiries
alleging, among other things, failure to resolvecamt restrictions promptly. In the second quanfe2010, two putative class-action lawsuits
(Devinda Fernando and Vadim Tsigel v. PayPal, lawed Moises Zepeda v. PayPal, Inc.) were filedhénW.S. District Court for the Northern
District of California. These lawsuits contain gi¢ions that PayPal improperly held users’ fundstberwise improperly limited users’
accounts. These lawsuits seek damages as welaagehto PayPal's practices among other remedidstékmination that there have been
violations of laws relating to PayPal’s practiceslld expose PayPal to significant liability. Anyactges to PayPal’s practices resulting from
these lawsuits could require PayPal to incur sigaift costs and to expend product resources, vduald delay other planned product
launches or improvements and further harm our legsinAlso, the CFPB has launched a complaintsiportis website that allows custom
to file complaints against money transfer serviaavjglers, including PayPal and Venmo, and publishEsmation on such complaints. If
PayPal is unable to provide quality customer sup@perations in a cost-effective manner, PayPa&rsimay have negative experiences,
PayPal may receive additional negative publicityability to attract new customers may be damagetiit could become subject to additic
litigation. As a result, current and future revemaeuld suffer, losses could be incurred and ies&ing margins could decrease.

Our industries are intensely competitive.

Across our businesses, the industries in whichavepete are characterized by dynamic and rapid téoital change, many and
different business models and frequent disruptidnaumbents by innovative entrants. We often catmpeross a range of industries with
platform businesses such as Alibaba, Apple, GoagteFacebook, many of whom are larger than weranawe greater capitalization, have a
dominant and secure position in other industried, fer other goods and services to consumersr@ardhants which we do not offer. As
online and offline commerce increasingly convetbe,pace of change, innovation and disruptiongseasing.
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Marketplaces

Our Marketplaces businesses currently and potgntiampete with a wide variety of online and oféisompanies providing goods and
services to consumers and merchants. The Intendemabile networks provide new, rapidly evolvinglantensely competitive channels for
the sale of all types of goods and services. Ouikbtplaces businesses compete in sided markets, and must attract both buyers ahel's
to use our platforms. Consumers who purchase bgsetls and services through our Marketplaces lbgs&s have more and more
alternatives, and merchants have more channetatihrconsumers. We expect competition to contiougtensify. Online and offline
businesses increasingly are competing with eacdr oitihe barriers to entry into these channels edlow, and businesses easily can launch
online sites or mobile platforms and applicatione@minal cost by using commercially available w@ite or partnering with any of a number
of successful ecommerce companies.

In addition, our Marketplaces businesses face asaé competitive pressure online and offline. Inipalar, the competitive norm for,
and the expected level of service from, ecommendenaobile commerce has significantly increased,tduamong other factors, improved
user experience, greater ease of buying goodsr l@r@o) shipping costs, faster shipping times aaie favorable return policies. Also,
certain platform businesses such as Alibaba, Agpimgle and Facebook, many of whom are largerweaare or have greater capitalization,
have a dominant and secure position in other imigigstand offer other goods and services to conssiara merchants which we do not offer.
Some of our competitors, such as Google, contt@rgproducts and services that are important tesoacess, including credit card
interchange, Internet search and mobile operagistems. Recently, Google made changes to its sasgohithms that had the effect of
reducing the amount of traffic our Marketplacesibess receives from free search on Google. If weauaable to change our products,
offerings and services in ways that reflect thengirag demands of the ecommerce and mobile commmeacketplaces, particularly the higher
growth of sales of fixed-price items and highereotpd service levels (some of which depend on ses\provided by sellers on our
platforms) or compete effectively with and adapthanges in larger platform businesses, our busiwéssuffer.

Consumers who might use our site to buy goods hawiele variety of alternatives, including the vasgtjority of traditional departmer
warehouse, boutique, discount and general mercbausthres (as well as the online and mobile opearsidf these traditional retailers), online
retailers and their related mobile offerings, oaland offline classified services and other shapphmannels such as offline and online home
shopping networks. In the U.S., these include WalMTarget, Sears, Macy’s, JC Penney, Costcoc®fiepot, Staples, OfficeMax, Sam’s
Club, Amazon.com (which continues to expand intew geographies and lines of business), Buy.com (dvinyeRakuten), Yahoo! Shopping,
MSN, QVC and Home Shopping Network, among otheraddition, consumers have a large number of omlirteoffline channels focused
on one or more of the categories of products offere our site.

Consumers also can turn to many companies that @ffariety of services that provide other chanf@iuyers to find and buy items
from sellers of all sizes, including online aggregaand classifieds websites such as craigshsivfiich we own a minority equity stake),
Oodle.com and a number of international websitesatpd by Schibsted ASA or Naspers Limited. Conssrmakso can turn to shopping-
comparison sites, such as Google Shopping. Ininartarkets, our fixed-price listing and traditiormaiction-style listing formats increasingly
are being challenged by other formats, such asitikeds.

Our classifieds websites, including Den Bla AvidB&sen, eBay Classifieds (including eBay AnunciBay Kleinanzeigen and eBay
international markets. In many markets in whichytbperate, including in the U.S., our classifiedtfurms compete for customers and for
advertisers against more established online atid@ftlassifieds platforms.

Our online shopping comparison websites (Shoppam)@compete with sites such as Google Shopping,d®uay, Nextag.com,
Pricegrabber.com, Shopzilla, Buscapé in Latin Aoeefowned by Naspers) and Yahoo! Product Searcichvdffer shopping search engines
that allow consumers to search the Internet focifipd products. In addition, sellers are increghinutilizing multiple sales channels,
including the acquisition of new customers by pgyfior search-related advertisements on horizoetich engine sites such as Google,
Yahoo!, Naver and Baidu. We use product searchnesgand paid search advertising to help usersofingites, but these services also have
the potential to divert users to other online shieg@estinations. Consumers may choose to seargirdducts and services with a horizontal
search engine instead of our sites, and horizeetaich engines may send users to other shoppitigatems instead of our sites.

Consumers and merchants who might use our sitsalltgoods also have many alternatives, includiegegal ecommerce sites such as
Amazon, Alibaba and more specialized sites, sudftss Our international sites also compete fdesewith general ecommerce sites such
as: Amazon, Rakuten.de, Quelle and Otto in Germiaglgoncoin.fr and PriceMinister (owned by Rakutenffrance; Taobao Marketplace
and Taobao Mall in China; Tradus (owned by Naspers)
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Poland; Yahoo-Kimo in Taiwan; Lotte, Naver and 1$theet in South Korea; Trading Post and Quicksaléaistralia; and Amazon and
Play.com (owned by Rakuten) in the United Kingdard ather countries; and Alibaba and AliExpress (ewhy Alibaba) in Russia, Brazil
and certain less developed markets. Our sellersainagse to sell their goods through other chansalsh as classifieds sites. Consumers and
merchants also can create and sell through theirsites, and may choose to purchase online adweriisstead of using our services. In s¢
countries, there are online sites that have largstomer bases and greater brand recognition teasowas well as competitors that may have
a better understanding of local culture and comm#ran we do. As our businesses in developing cesrgrow, we increasingly may
compete with domestic competitors that have adgastave do not possess, such as a greater abibjyst@te under local regulatory
authorities.

The principal competitive factors for Marketpladesiude the following:

» ability to attract, retain and engage buyers aifidrse

< volume of transactions and price and selectionoofig
e trustin the seller and the transact

e customer service; a

e brand recognitiol

With respect to our online and mobile competitiadditional competitive factors include:

e community cohesion, interaction and s

» website or mobile platform and application eab&se and accessibili

e user engageme|

* system reliability

» reliability of delivery and payment, including caster preference for fast delivery and free shipgind return:
* level of service fees; a

e quality of search tool

We may be unable to compete successfully agaimstrtuand future competitors. Some current andrpialecompetitors have longer
operating histories, larger customer bases andegrbeand recognition in other business and Intesaetors than we do. Other ecommerce
sites may be acquired by, receive investments fioemter into other commercial relationships withllvestablished and well-financed
companies. As a result, some of our competitork wfiher revenue sources may be able to devote rasoerrces to marketing and
promotional campaigns, adopt more aggressive gripolicies and devote more resources to websitejleplatforms and applications and
systems development than we can. Some of our cdwrganay offer or continue to offer faster andtee shipping, favorable return policies
or other transaction-related services which impiitneeuser experience on their sites and which cbelunpractical or inefficient for our
sellers to match. Our competitors may be ableriovate faster and more efficiently than we can, @ technologies may further increase
the competitive pressures by enabling our compstitw offer more efficient or lower-cost servic€air competitors may be able to use the
advantages of brick-and-mortar stores or othessiirphysical presence.

In addition, certain manufacturers may limit orsedistribution of their products through onlin@chels such as eBay. Manufacturers
may attempt to use existing or future governmegtilaion to prohibit or limit ecommerce in certaiategories of goods or services.
Manufacturers may also attempt to enforce minimesale price maintenance or minimum advertised @nicEngements to prevent
distributors from selling on our websites or on lthiernet generally, or at prices that would malkiewebsite attractive relative to other
alternatives. For example, ASICS Corp. has takepssto restrict Internet sales of their productplatform sites such as eBay.com.
Following a probe by the German Federal Carteld@f{fFCO”), Adidas recently issued a statementptepback from its restrictions,
asserting that open marketplaces such as eBayecased for distribution of its products as longash marketplaces are capable of meeting
Adidas’ criteria. The specific criteria that Adidamy require has not yet been finalized. Similathg, German FCO has issued a strong
warning to ASICS Corp. over its restrictions onioalsales of its shoes by third parties, sayingttiese restrictions constitute a de facto ban
on Internet distribution. While we view these asitiee developments, the adoption by manufacturémlicies, or the adoption of new laws
or regulations or interpretations of existing laavgegulations by government authorities, in eaadealiscouraging or restricting the sales of
goods or services over the Internet, could foraeusers to stop selling certain products on oursiteb. Increased competition or akmtiernet
distribution policies or regulations may resultéauced operating margins, loss of market sharedamithished value of our brands. As we
respond to changes in the competitive environmvegtmay, from time to time, make pricing, servicararketing decisions or acquisitions
that may be controversial with and lead to dis&atiton among some of our sellers, which could cedactivity on our websites and harm our
profitability.

Although we receive Internet traffic from sevemmige online services and search engine provideFsetarrangements may not continue
on favorable terms or these companies may decigeotaote competitive services. In any event, such
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arrangements may not result in increased usagerdites. In addition, companies that control @®ess to transactions through network
access, Internet browsers, mobile networks, mapiérating systems or search engines could pronusteampetitors, channel current or
potential users to their vertically integrated &lesic commerce sites or their advertisers’ sisg&mpt to restrict access to our sites or charge
us substantial fees for inclusion. For example, gancreasingly may steer its users to its owessiadversely affecting traffic to our sites.
Search engines increasingly are becoming a stgubirg for online shopping, and as the costs ofalieg an online store continue to decline,
online sellers may increasingly sell goods thromgtitiple channels, which could reduce the numbenamiue of transactions these sellers
conduct through our sites.

PayPal

The markets for PayPal’'s products and servicem#zasely competitive and are subject to rapidieétgical change, including but not
limited to: mobile payments, electronic funds tf@nsietworks allowing Internet access, cross-boadeess to payment networks, creation of
new payment networks and new technologies for @mgbherchants, both online and offline, to progesgments more simply. In addition,
the payments industry is rapidly changing, highiydvative and increasingly subject to regulatoryticy, which may negatively affect the
competitive landscape. PayPal faces competitiorpatehtial competition from existing online, mobéed offline payment methods,
including, among others:

»  providers of traditional payment methods, paitidy credit and debit cards, checks, money ordatcsAutomated Clearing House
transactions (these providers are primarily wetbelished banks);

e providers of “digital wallets” which offer custeers the ability to pay online and/or on mobileides, including with mobile
applications, through a variety of payment methausuding Visa's V.me, MasterCard’'s MasterPass,efican Express’s Serve,
Google Wallet and the Merchant Customer ExchangéXMnitiative supported by Walmart, Target andestimajor U.S. retailer

< providers of mobile payments solutions that is&, American Express and Mastercard's tokenized data approaches and Near
Fields Communication (NFC) functionality, such gspfe's mobile Apple Pay, and Google's Android solytthat uses Host Bas
Card Emulation (HCE) functionality to eliminate theed for a physical NFC card in the device;

e paymenteard processors that offer their services to mertshancluding Chase Paymentech, First Data, Bainterica Merchan
Services, Elavon, Vantiv, WorldPay, Barclays Merthervices, Global Payments, Inc., Stripe andigadd, and payment
gateways, including CyberSource and Authorize beth( owned by Visa), SimplifyCommerce by MasterCand First Data;

e Amazon Payments, which offers merchants thétalbd accept payment card- and bank-funded paysifeain Amazon’s base of
online and mobile customers on the merchant’s owhsite. Amazon has recently launched a new payssewice for online
merchants under the name Log in and Pay with Amazon

e providers of "person-to-person” payments, thatlitate individuals sending money with an emaifl@ss, such as Facebook
messaging payments;

e providers of mobile payments, including Softcardhe U.S., Buyster in France, Mpass in Germ&aym in the U.K., Boku and
Crandy, many of which are owned by or supportedhyor mobile carriers; and

< providers of card readers for mobile devices @inother new point of sale and muitiannel technologies, including Square (wl
has also begun to offer a marketplace servicelkersg Chase Paymentech, Bank of America, AT&Ta@sociation with Vantiv),
Capital One, Shopify, iZettle, WorldPay, Paylev&npupon, SumUp and others.

PayPal also faces competition and potential corigetirom:

e money remitters such as MoneyGram, Western Unidoh& Payments, Inc., Xoom and Euro

« bill payment services, including CheckFree, a dibsy of Fiserv

* services that provide online merchants the ahiditgffer their customers the option of paying forghases from their bank acco
or paying on credit, including Western Union’s WHyPDwolla, Acculynk, TeleCheck (a subsidiary ofgtiData), iDEAL in the
Netherlands, Klarna in several European countrids announced plans to enter the U.S. market, 8cfberweisung (whic
recently merged with Klarna) in Germany, PayLill-iance and the MyBank pan-European initiative;

« issuers of stored value targeted at online paymerdisiding NetSpend, Green Dot, PayNearMe, UKaghQ@iwi in Russie

« other international online paymesefvices providers such as AliPay, the PayU grdugmmpanies (owned by Naspers), PagSe
and Bcash (owned by Naspers);

« other providers of online account-based paymesotsh as Skrill, ClickandBuy (owned by Deutschéelkem), Barclays Pingit in
the U.K., Kwixo in France and Paymate and Visa HiakGn Australia;

e payment services targeting users of social nétsvand online gaming, often through billing to tt@sumer’s mobile phone
account, including PlaySpan (owned by Visa), Bakango and Payfone;
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e payment services enabling banks to offer theimaenbanking customers the ability to send and regeayments through their ba
account, including PopMoney from Fiserv, which hallaboration agreement with Visa, and ClearXgeafa joint venture
among Wells Fargo, Bank of America and JP Morgaasgh
online shopping services that provide special sffielked to a specific payment provider, such asa\é RightClig, MasterCard
MarketPlace, TrialPay and Tapjoy;

e services such as Coinbase and Bitpay that helphaets accept and manage virtual currencies suBit@sn; anc

e cash

Some of these competitors have longer operatirtgrigs, significantly greater financial, technicalarketing, customer service and
other resources, greater brand recognition orgefdrase of customers than PayPal, and may béalable to leverage other affiliated
businesses for competitive advantage or to attéonptohibit or prevent competition from PayPal. Palys competitors may be able to
innovate and respond to new or emerging technadaayiel changes in customer requirements faster ang effectively than PayPal. Some of
these competitors may also be subject to less haatee licensing, anti-money laundering, countewtest financing and other regulatory
requirements than PayPal, which is subject to amfdit regulations based on, among other factadiciénsure as a bank in Luxembourg.
They may devote greater resources to the develapmemotion and sale of products and services BaPal, and they may offer lower
prices. For example, Google previously has offéree payments processing on transactions in amguagrtionate to certain advertising
spending with Google. We also expect new entrantgfer competitive products and services. In addjtsome merchants provide such
services to themselves. Competing services tiegtmblished banks and other financial institutioay offer greater liquidity and engender
greater consumer confidence in the safety andagffiof their services than PayPal. In additiorgertain countries, such as Germany,
Netherlands and Australia, electronic funds tramisfa leading method of payment for both onlind affline transactions. In the U.K., tl
Payments Council has announced that mobile payrbeintgeen bank accounts will be broadly availablgifo@ng in 2014. As in the U.S.,
established banks and other financial institutithrag do not currently offer online payments coulicgly and easily develop such a service.

The principal competitive factors for PayPal indutie following:

< ability to attract, retain and engage both buyers sellers with relatively low marketing exper

< ability to show that sellers will achieve incremedrgales by offering PayP

e security of transactions and the ability for buytersise PayPal without sharing their financial infation with the selle

« low fees and simplicity of fee structu

» ability to develop services across multiple comraearisannels, including mobile payments and paymnegritse retail point of sal
e trustin PayPa$ dispute resolution and buyer and seller protegtimgrams

e customer service; a

* brand recognitiol

With respect to our online and mobile competitiadditional competitive factors include:

* website and mobile platform and application cading, ease-ofise and accessibilit

e system reliability

e data security

e ease and quality of integration into thpdrty mobile applications; a

e quality of developer tools such as our applicaposgramming interfaces and software developmesi

Some of PayPal's competitors, such as Wells Fafigst, Data, American Express, WorldPay (The R&ak of Scotland) and
Synchrony Financial (formerly, GE Capital Retailr8® also provide processing services to PayP#&aifPal were to seek to expand the
financial products that it offers, either alonglmough a commercial alliance or an acquisitiopsthprocessing relationships could be
negatively affected, or these competitors and gthecessors could make it more difficult for Payt@adieliver its services.

Enterprise

Our Enterprise business provides our suite of coroenechnologies, omnichannel operations capaslaind marketing solutions that
enable companies to operate and integrate themmewce offering into their omnichannel business market for such products and serv
is continuously evolving and intensely competitiMany of our prospective clients evaluate managihgr some aspects of an omnichannel
business with internal resources. As a result, fia@ompete with in-house solutions promoted amperted by internal information
technology staffs, marketing departments, merctsamgligroups and
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other internal corporate constituencies as wellids external technology and interactive marketegvice providers that supply one or more
components that allow prospective clients to dgvelod operate their omnichannel businedsause. This group of providers may include
prospective client itself and companies that offéeb platforms (e.g., Art Technology Group (owngddracle), IBM, Amazon,
Demandware, MarketLive and Microsoft); customeegeall center services (e.g., West Communicatidngazon, Sykes Enterprises and
Convergys); fulfilment and logistics (e.g., PFSMYAmazon, Innotrac, DHL and UPS); systems intégnagervices and technology products
and services (e.g., Accenture, EDS, Sapient, Iisfo®yacle and IBM); email management and data ggtjoe (e.g., Experian, Harte-Hanks
and Epsilon); online marketing and design servidasital marketing services agencies such as OmmiGooup, WPP Group, Publicis and
Interpublic Group of Companies); and other intév@cinarketing services (e.g., Google, LinkSharenesvby Rakuten), TradeDoubler,
Adobe and ValueClick). Low barriers to entry in theeractive marketing industry could also increeenumber of competitors we may fe

We believe that we compete primarily on the basihe following:

» offering the choice of a complete integratedi§oh or a component-basecemmerce solutiol

e promoting the cliens brand and business, rather than our

e providing scale and operating leverage with anrenite focus

e establishing a commitment to invest in and enhaucelatform

< aligning our financial interests with those of @lients

- offering a suite of individual digital marketirsplutions that are integrated with our marketiolyitions platform, which we believe
provides a more strategic, cohesive and optimipgiaach to demand generation; and

» providing services that utilize proprietary taology to promote stronger customer engagemengledito increase clients’ return
on investment.

Our Enterprise business has competitors with longerating histories, larger customer bases, gresaed recognition and greater
financial, marketing and other resources. Thosepatitors may be able to secure components of thefimology and services on more
favorable terms and devote more resources to témimdevelopment and marketing than our Entergrisginess. In addition, as we expand
our business internationally, we will face increhisempetition from global and local companies whitdly have a greater understanding of,
and focus on, the local customer. Lastly, as omecs and prospective clients seek a larger glpbedence and target new markets abroad, we
will increasingly compete with ecommerce servicespetitors on the basis of our international sohai

We are subject to regulatory activity and antitrlisjation under competition laws.

We are subject to scrutiny by various governmephaigs under U.S. and foreign regulations, inclgdiompetition laws. Some
jurisdictions also provide private rights of actimn competitors or consumers to assert claimst-competitive conduct. Other companies
and government agencies have in the past and nthg finture allege that our actions violate thetargt or competition laws of the U.S.,
individual states, the European Commission or otbentries, or otherwise constitute unfair compatit Contractual agreements with buyt
sellers or other companies could give rise to r@gpuy action or antitrust litigation. Also, our lateral business practices could give rise to
regulatory action or antitrust litigation. Some uksgors, particularly those outside of the U.S.ymarceive our business to have so much
market power that otherwise uncontroversial busimeactices could be deemed anticompetitive. Ink®, we have been sued by a plaintiff
representing a putative class of sellers who adiélgat we have illegally monopolized a market foliree auctions. In Korea, the national
competition authority investigated allegations tvathave engaged in illegal exclusive conduct @mdiered a decision against us in October
2010. Both the main case and a related adminigtraiition were resolved in our favor. The compmiithuthorities in Germany and Australia
have conducted investigations (now completed) abua actions taken by our businesses. Other catigmeauthorities have conducted
market studies of our industries. Such claims amdstigations, even if without foundation, may leeywexpensive to defend, involve nega
publicity and substantial diversion of managemanétand effort and could result in significant juggnts against us or require us to change
our business practices.

In several jurisdictions, we have taken actionsgihesd to improve the security of transactions dreddquality of the user experience on
our websites and mobile platforms. For examplejrteng in June 2008, we have required users iUt to offer PayPal as a payment
alternative on most transactions on our localizel. Wite, and since October 2008, we have requiefiérs on eBay.com to accept one or
more accepted payment methods (currently PayPglRd@&redit, credit or debit cards processed thndaternet merchant accounts, ProPay
and Skrill (formerly known as Moneybookers)) andimager allow any forms of paper payment, includihgcks and money orders, to be
listed by sellers in the U.S. for most categorieemns. While these initiatives are intended t@iove and make safer our users’ buying
experience and/or increase activity on our sitegain users may be negatively affected by or reegttively to these changes, and may
allege that we have (and are abusing) market pdWerhave faced inquiries from government regulaitossarious jurisdictions related to
such actions,
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such as, in 2008, both the Australian Competitioth @onsumer Commission and the Reserve Bank of&lisgsteviewed our policies
requiring sellers to offer PayPal as a paymentradiieze on most transactions on our localized Aalistn website and precluding sellers from
imposing a surcharge or any other fee for accef®gPal or other payment methods. We may faceagiinijuiries from other government
regulators in the future. Negative reactions t@e¢hehanges by our users or government authoritidsl,camong other things, force us to
change our operating practices in ways that coatchtour business, operating results and profitgbili

Our business may be adversely affected by fadtatschuse our users to spend less time on our vesbsi mobile platforms and
applications, including geopolitical events, natudésasters, seasonal factors and increased usfgé¢her websites.

Our users may spend less time on our websites bilenalatforms and applications as a result of @etg of diversions, including:

» geopolitical events, such as war, the threat ofavderrorist activity

e natural disasters, such as hurricanes or earthg|

» increased use of social networking or otherrtgitement websites or mobile platforms and applices, which may decrease
the amount of time users spend on our websitesobilenplatforms and applications;

» significant local, national or global events captgrthe attention of a large part of the populatiem

» seasonal fluctuations due to a variety of fagteuch as decreased activity on our websites ddaysthe onset of good weather
during the summer months and national holidaysicreiased activity during the holiday season.

Anything that diverts our users from their custoynlavel of usage of our websites, mobile platfonspplications could adversely
affect our business.

Our failure to cost-effectively manage the expamsibour headcount, facilities and infrastructurethe U.S. and internationally could
harm our business.

We have expanded significantly our headcount,ifesland infrastructure in the U.S. and internaity, and anticipate that further
expansion in certain areas and geographies wikkfeired for some of our businesses. We are atseasing our product and service
offerings across our businesses. This expansigrases the complexity of our businesses and p&sgificant strain on our management,
operational and financial resources. The areasiobosiness that are put under strain by our gramdiude the following:

e Technology PlatformsWe continue to focus on upgrading and developimgsystems and infrastructure to accommodate the
growth of our businesses and to improve the funatity and reliability of our websites and servieés reasonable cost while
maintaining uninterrupted 24/7 operations. Risk®amted with our failure to do so are describedeurthe captions “If we are
unable to cost-effectively upgrade and expand absites, services and platforms, our business wauffér’ and “Systems
failures and resulting interruptions in the availigbof our websites, applications, products onvéees could harm our business.”

e Customer Account BillingOur revenues depend on prompt and accuratedjpliocesses. Our failure to grow our transaction-
processing capabilities to accommodate the inangasimber of transactions that must be billed anamal our subsidiaries’
websites would harm our business and our abiliyoltect revenue.

e Customer ServiceWe continue to focus on providing better and meffigient customer support to our users. We intenprovide
an increased level of support (including an indrepamount of telephone support and supportinghareasing number of
languages) in a cost-effective manner. If we a@hlato provide customer support in a ceffective manner, users of our prodt
and services may have negative experiences, cuangifuture revenues could suffer, our costs mexease and our operating
margins may decrease.

* Internal Infrastructure. Our current and planned personnel, systems, guoes and controls may not be adequate to support o
future operations. To effectively manage the exgatgrowth of our operations and personnel, wenei#d to continue to improve
our operational and financial systems, procedunescantrols. This is a special challenge as weisgamew operations with
different and incompatible systems. Any capitakistynents that we may make will increase our cost,bahich will make it more
difficult for us to offset any future revenue sHalls by expense reductions in the short term.uraito implement these
improvements could limit our ability to manage guowth and adversely affect our operating resiélkso, we must continue to
effectively hire, train and manage new employefesul new hires perform poorly, if we are unsucégss hiring, training,
managing and integrating new employees or if weuaseiccessful in retaining our existing employees,business may be
harmed.
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We may have exposure to greater than anticipatedidailities.

The determination of our worldwide provision focome taxes and other tax liabilities requires eadiiom and significant judgment, a
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 sulijée audit and review by applicable domestic arrditm tax authorities, and we are currently
undergoing a number of investigations, audits @wvikws by taxing authorities throughout the wotetJuding with respect to our tax
structure. Governments are increasingly focusedays to increase revenues, which has contributea iacrease in audit activity and
harsher stances taken by tax authorities. The ftaetéve tax rates paid by certain US based Inteane technology companies on their
European operations had become a political isssevaral countries in Europe. In addition, the Eld Announced investigations of certain
companies and countries within the EU to determihether state aid restrictions were broken. Anyessky outcome of any such audit or
review could have a negative effect on our busingssrating results and financial condition, arg dtltimate tax outcome may differ from 1
amounts recorded in our financial statements andmaterially affect our financial results in theripe or periods for which such
determination is made. While we have establishedrues based on assumptions and estimates thatlieecbare reasonable to cover such
eventualities, these reserves may prove to befinmuit in the event that any taxing authority i£sessful in asserting tax positions that are
contrary to our positions.

In light of serious ongoing fiscal challenges ie th.S. and many countries in Europe, various levbtpvernment are also increasingly
focused on tax reform and other legislative actmimcrease tax revenue, including corporate inctares. For example, the economic
downturn reduced tax revenues for U.S. federalstaied governments, and a number of proposals tedre taxes from corporate entities
have been implemented or are being considerediaigdevels of government. Among the options hawen a range of proposals include
the tax and budget policies recommended to the Co8gress by the U.S. Department of the Treasunyadify the federal tax rules relatec
the imposition of U.S. federal corporate incomeetafor companies operating in multiple U.S. aneifgm tax jurisdictions. If such proposals
are enacted into law, this could increase our #ffet¢ax rate. A number of U.S. states have likeveigempted to increase corporate tax
revenues by taking an expansive view of corporegsgnce to attempt to impose corporate income taxeé®ther direct business taxes on
companies that have no physical presence in ttet,sand taxing authorities in foreign jurisdicsomay take similar actions. Many U.S.
states are also altering their apportionment foasith increase the amount of taxable income/ldsbwtable to their state from certain out-of-
state businesses. Companies that operate oventdradt, such as eBay, are a target of some of @fésrts. If more taxing authorities are
successful in applying direct taxes to Internet panies that do not have a physical presence ijuttsgliction, this could increase our
effective tax rate.

We currently hold a significant amount of our feesh outside of the United States. Such arrangesmesy have certain tax
efficiencies, but they may also place constraimt®wor possible use of the cash. In the event werghée to repatriate the cash to the United
States, or in the event of significant change xddaws domestically or internationally, we may lbbject to significant additional tax liabiliti
that could negatively impact our results. In tlegard, as described under “Part I, Iltem 2: Manag&mBiscussion and Analysis of Financial
Condition and Results of Operations--Provisionlfmome Taxes" and"--Liquidity and Capital ResouRsgjuirementsabove, during the fir:
quarter of 2014, we changed our intent with redarihe indefinite reinvestment of unremitted foremarnings of certain of our foreign
subsidiaries for 2013 and prior years and, aswdtrexcrued deferred taxes of approximately $8lob .

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

In 2009, we launched the PayPal Developer Platforamable third-party developers to access a wadiety of PayPal product and
programming code specifications and to connectlecs PayPal payment application programming iatax$ (APIs). We also began
providing a software development kit (SDK) for laliilg mobile payments applications, and enablingitparty developers to access certain
APIs with respect to our Marketplaces platformsAlrgust 2011, we acquired Magento, Inc. (now X.cargs, Inc.) which includes an open
platform for merchants and developers. In March®®le announced enhanced SDKs and API tools foP#y®al platform, with a particular
focus on developers of mobile applications. Theeloe no assurance that merchants or third-pavgialgers will develop and maintain
applications and services on our open platforma timely basis or at all, and a number of factanslat cause such third-party developers to
curtail or stop development for our platforms. td@ion, our business is subject to many regulatesyrictions. It is possible that merchants
and third-party developers who utilize our develeptplatforms, APIs and SDKs could violate thegpitatory restrictions and we may be
held responsible for such violations, which cougdersely affect our business.

We have substantial indebtedness, and we may suhstantial additional indebtedness in the futared we may not generate sufficient
cash flow from our business to service our indeisd.
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As of September 30, 2014, we had approximately BilliBn of senior unsecured notes outstanding mméhdebtedness outstanding
under our $2 billion commercial paper program aadniebtedness or letters of credit outstandingeuodr $3 billion senior unsecured
revolving credit facility (of which $2 billion of\ailable borrowing capacity was reserved to regaypmercial paper borrowings in the event
we are unable to repay those borrowings from atbarces when they come due and $1 billion of barrgwapacity was available for other
purposes permitted by the credit facility).

We may incur substantial additional indebtedneghérfuture, including under our commercial pap®gpam and revolving credit
facility or through public or private offerings débt securities. Our outstanding indebtedness ap@aditional indebtedness we incur may
have significant consequences, including, withounithtion, any of the following:

« we will be required to use cash to pay the prinap@nd interest on our indebtednt

e our indebtedness and leverage may increaseubnenability to adverse changes in general econ@amitindustry conditions, as
well as to competitive pressure;

e adverse changes in the ratings assigned to oursdebtities by credit rating agencies will likehciease our borrowing cos

e our ability to obtain additional financing fororking capital, capital expenditures, acquisiticstsgare repurchases or other general
corporate and other purposes may be limited; and

< our flexibility in planning for, or reacting to, ahges in our business and our industry may bedi

Our ability to make payments of principal of anteiest on our indebtedness depends upon our fp&ufermance, which will be subje
to general economic conditions, industry cycles famghcial, business and other factors affectingamnsolidated results of operations and
financial condition, many of which are beyond oantrol. If we are unable to generate sufficienthcBew from operations in the future to
service our debt, we may be required to, amongr dkivegs:

e repatriate funds to the U.S. at substantial tax;

« seek additional financing in the debt or equity keés

« refinance or restructure all or a portion of owtéhtednes
* sell selected assets;

« reduce or delay planned capital or operating exipemd

Such measures might not be sufficient to enabte ssrvice our debt. In addition, any such finagciefinancing or sale of assets
might not be available on economically favorablken® or at all.

We may be unable to adequately protect or enfoucentellectual property rights.

We regard the protection of our intellectual praypeincluding our trademarks (particularly thoseeong the eBay and PayPal names),
patents, copyrights, domain names, trade dresgrame secrets as critical to our success. We agjgedg protect our intellectual property
rights by relying on federal, state and commoniights in the U.S. and internationally, as welbagariety of administrative procedures. For
example, we pursue the registration of our domaimes, trademarks and service marks in the U.Sinéehationally. Additionally, we have
filed U.S. and international patent applicationsaring certain aspects of our proprietary technpldie also rely on contractual restrictions
to protect our proprietary rights when offeringpsocuring products and services. We have entetecconfidentiality and invention
assignment agreements with our employees and ctortseand confidentiality agreements with partiéth whom we conduct business in
order to limit access to, and disclosure of, omppietary and confidential information.

However, effective intellectual property protectimay not be available in every country in which products and services are made
available, and contractual arrangements and trex steps we have taken to protect our intellegiugperty may not prevent third parties fr
infringing or misappropriating our technology oteleindependent development of equivalent or sopégchnologies or other intellectual
property rights by others. In addition, trademadpyright, patent, domain name, trade dress anie acret protection is very expensive to
maintain and may require litigation. We must protaar intellectual property rights and other pregaty rights in an increasing number of
jurisdictions, a process that is expensive and tioresuming and may not be successful in everydiation. Also, we may not be able
discover or determine the extent of any unauthdrizge of our proprietary rights. Furthermore, weehiicensed in the past, and expect to
license in the future, certain of our proprietaghts, such as trademarks or copyrighted matedaithers. These licensees may take actions
that diminish the value of our proprietary rightsharm our reputation. Any failure to adequatelgtpct or enforce our intellectual property
rights, or significant costs incurred in doing sould materially harm our business.
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Our businesses depend on continued and unimpeaedsto the Internet by our users, as well as acttemobile networks. Internet
service providers and mobile network operators tm@ble to block, degrade or charge us or our uselditional fees for our offerings,
which could harm our business.

Our users rely on access to the Internet or maolgiterorks to use our products and services. In ncasgs, that access is provided by
companies that compete with at least some of darings, including incumbent telephone companiablecompanies, mobile
communications companies and large Internet sepriceiders. Some of these providers have statadhbs may take measures that could
degrade, disrupt or increase the cost of custonusesof our offerings by restricting or prohibititige use of their infrastructure to support or
facilitate our offerings, or by charging increadeds to us or our users to provide our offeringebN& network operators or operating system
providers could block or place onerous restriction®ur ability to offer our mobile applicationstimeir mobile application stores. Internet
service providers or mobile network operators caitdmpt to charge us each time our customerswrsefierings. Worldwide, a number of
companies have announced plans to take such acti@re selling products designed to facilitatehsaictions. The United States Federal
Communications Commission (FCC) enacted rules iceber 2010 Preserving the Open Internet Broadband Industrydiices (FCC-10-
201)) establishing baseline restrictions that woulcutate the ability of Internet access companiesiterfere with Internet traffic transported
over wired and wireless networks. The new rulesveiiallenged in court and the D.C. Circuit Courfppeals released a ruling on January
14, 2013, affirming the FCC'’s jurisdiction overéntet access services but rejecting aspects ¢fGlierules that the court interpreted as
applying common carrier-type obligations to Intérimevadband providers. On May 15, 2014, the FCE€assdd a Notice of Proposed
Rulemaking (Notice) on the rules seeking commemtzdpose public policy to ensure the openneskefriternet. The Notice proposes
enhanced transparency, a no-blocking rule andwesfaliscrimination by Internet Service Provideksy interference with our offerings or
higher charges for access to our offerings, whethéat by us or by our customers, could cause isstexisting customers, impair our ability
to attract new customers and harm our revenue eovitlg.

Our business depends on the maintenance and seofitiie Internet infrastructure.

The success of our services depends on the mantemad security of the Internet infrastructur@bRyms caused by “viruses,”
“worms,” malware and similar programs may requivesiderable resources to correct and could harrpghfermance of the Internet over a
short or long period of time. In addition, hackpose an increasing threat to the security of ordimé mobile commerce. Also, the Internet
experienced, and is likely to continue to experigrecvariety of outages and other delays as atrelsddmage to portions of its infrastructure.
Any threats to the maintenance and security ofriternet could adversely impact our business.

We are subject to the risks of owning real property

We own real property, including land and buildimgkated to our operations. Ownership of this reapprty subjects us to a number of
additional risks, including:

» the possibility of environmental contamination dhd costs associated with fixing any environmeptablems

» disruptions to our operations resulting from pokesitatural disasters, interruptions in utilitieslaimilar event:

* adverse changes in the value of these propeltiedo interest rate changes, changes in the carrahproperty markets or other
factors;

« the possible need for structural improvements @epto comply with zoning, seismic, disability l@wvother requirements; a

« the possibility of disputes with tenants, neighbgrowners or othei

Some anti-takeover provisions may affect the pyfaeur common stock.

Our Board of Directors has the authority to isspeau10,000,000 shares of preferred stock andtermhne the preferences, rights and
privileges of those shares without any further \artaction by the stockholders. The rights of thlelars of common stock may be harmed by
rights granted to the holders of any preferredistbat may be issued in the future. Some provisairaur certificate of incorporation and
bylaws could have the effect of making it moreidifft for a potential acquirer to acquire a majpof our outstanding voting stock or take
control of our board of directors. These includevisions that provide for a classified board o&dtors through our annual meeting of
stockholders in 2015 (at which time all memberswf Board of Directors will be subject to electippjohibit stockholders from taking acti
by written consent and restrict the ability of &oclders to call special meetings. We are alsoeutitp provisions of Delaware law that
prohibit us from engaging in any business combamatiith any interested stockholder (as defined blal@are law) for a period of three ye
from the date the person became an interestedhgitatek, unless certain conditions are met. Thigimt®n could have the effect of delaying
or preventing a change of control.
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A future proxy contest could increase costs and@uistracting.

We were involved in a proxy contest with an “adtVistockholder in 2014 relating to both Board sestd a proposal to split the
Company into separate payments and ecommerce c@sp¥e received significant input from our stockless over the course of the
contest and our Board continues to assess ounatiegs. The settlement that ended the 2014 combest not prevent the activist (or other
activist stockholders who own our stock) from iiithg another proxy contest in 2015. If such a estivere to occur, it could involve
substantial expense and prove a distraction tormmagement and employees, which could adverseadgtaffir business.

Risk Factors Related to the Planned Separation By and PayPal

Our plan to separate eBay and PayPal into two iredetent publicly traded companies is subject toasgirisks and uncertainties and
may not be completed in accordance with the exgqatms or anticipated timeline or at all.

On September 30, 2014, we announced a plan toaemBay and PayPal into two independent publicpzomies. The separation, wh
is expected to be completed in the second halb@b2is subject to board approval of the final tewhthe separation and market, regulatory
and certain other conditions. We also announcedfdliawing separation, Devin Wenig, currently poEnt of eBay Marketplaces, will
become CEO of the new eBay company, and that Dhaal®an, currently president of PayPal, will beca@t€O of the standalone PayPal
company.

Unanticipated developments, including changeseéncttimpetitive conditions of eBay’s and PayPal' peetive markets, possible delays
in obtaining various tax opinions or rulings, regfoty approvals or clearances, uncertainty of ifmencial markets and challenges in
establishing infrastructure or processes and enertlie separation, could delay or prevent the detigm of the proposed separation, or c:
the proposed separation to occur on terms or dondithat are different or less favorable than eigme We expect that the process of
completing the proposed separation will be timescoming and involve significant costs and expensb&h may be significantly higher than
what we currently anticipate and may not yieldsceinible benefit if the separation is not compleixecuting the proposed separation will
require significant time and attention from ourisemanagement and key employees, which couldadisthem from operating our business,
disrupt operations and result in the loss of bussirgportunities, which could adversely affectlmusiness, financial results and results of
operations. We may also experience increased diffés in attracting, retaining and motivating kayployees during the pendency of the
separation and following its completion, which @bblarm our businesses.

The proposed separation may not achieve some of #lle anticipated benefits.

Even if the proposed separation is completed, wemoarealize some or all of the anticipated stgmtefinancial, operational, marketil
or other benefits from the spin-off. As independeublicly traded companies, eBay and PayPal wilsimaller, less diversified companies
with a narrower business focus and may be moresvabie to changing market conditions, which coulderially and adversely affect their
respective business, financial condition and resaflbperations. Separating the businesses mayesdsti in dis-synergies poseparation the
could negatively impact the balance sheet, incaaterment and cash flows of each businesses. Futiteee can be no assurance that the
combined value of the common stock of the two miyptiraded companies will be equal to or greater thaatwhe value of our common st
would have been had the proposed separation natrecc

The proposed separation may result in disruptianshd negatively impact our relationships withr oustomers and other business
partners.

Uncertainty related to the proposed separation ey customers and other parties with which weeriily do business or may do
business in the future to terminate or attempteigatiate changes in existing business relationsbipsonsider entering into business
relationships with parties other than us. Theseugitons could have a material and adverse effectu businesses, financial condition,
results of operations, and prospects. The effestof disruptions could be exacerbated by any démathe completion of the separation. In
addition, as independent stand-alone entities, elBdyPayPal may be unable to obtain goods, senfinascing and technology at prices or
on terms as favorable as those obtained by eBaytfiar to the separation.

The potential negative impact of the events desdrdbove could not only adversely affect our corgencurrently constituted, but
could also adversely affect the individual eBay &agPal businesses following their separationiimiependent companies.
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Item 2: Unregistered Sales of Equity Securities and Use Bfoceed:

Stock repurchase activity during the three monttged September 30, 2014 was as follows:

Total Number of

Shares Purchased Maximum Dollar
Total Number of as Part of Publicly Value that May Yet

Shares Average Price Paid Announced be Purchased Under

Period Ended Purchased per Share Programs the Programs®
July 31, 2014 160,30¢ $ 49.8¢ 160,30¢ $ 2,165,494,60
August 31, 2014 — $ — — $ 2,165,494,60
September 30, 2014 — 3 — — 3 2,165,494,60

160,30t 160,30t

(1)

In June 2012, our Board of Directors authatiaestock repurchase program that provided forgparchase of up to $2 billion of our
common stock, with no expiration from the date wtharization. In January 2014, our Board of Direstauthorized an additional stock
repurchase program that provides for the repurcbigp to an additional $5 billion of our commomwdk, with no expiration from the
date of authorization. The stock repurchase program intended to offset the impact of dilutiomirour equity compensation progra
and, subject to market conditions and other factmes also used to make opportunistic repurchasasraommon stock to reduce
outstanding share count. Any share repurchases ondstock repurchase programs may be made thropgh market transactions,
block trades, privately negotiated transactionsl(iting accelerated share repurchase transactiormdher means at times and in such
amounts as management deems appropriate and viilhded from our working capital or other financialgernatives.

Our stock repurchase programs may be limited oniteated at any time without prior notice. The tignimnd actual number of shares
repurchased will depend on a variety of factorsluding corporate and regulatory requirements,gpaied other market conditions and
management's determination as to the appropriatefusur cash.

During the nine months ended September 30, 20trepurchased approximately $3.5 billion of our owon stock under our stock
repurchase programs at an average price of $52188hare. As of September 30, 2014 , we had repsechthe full amount of common
stock authorized under our June 2012 stock repaecheogram and a total of approximately $2.2 biliemained available for further
repurchases of our common stock under our JanHdr§ &tock repurchase program. For further detaliimse see "Part I, Item 2:
Management's Discussion and Analysis of Finanataldtion and Results of Operations - Liquidity aalpital Resources - Stock
Repurchases."

Item 3: Defaults Upon Senior Securitie

Not applicable.

Item 4: Mine Safety Disclosure

Not applicable.

Item 5: Other Information

Not applicable.
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Item 6: Exhibits

Exhibit 10.01+
Exhibit 10.02+
Exhibit 10.03+
Exhibit 12.01
Exhibit 31.01
Exhibit 31.02
Exhibit 32.01
Exhibit 32.02
101.INS
101.SCH
101.CAL
101.DEF
101.LAB
101.PRE

Letter Agreement dated September 15, 2014 betwesk Marges and Registrant.

Letter Agreement dated September 29, 2014 betwaaieDSchulman and Registrant.

Letter Agreement dated September 29, 2014 betwegm@Wenig and Registrant.

Statement regarding computation of ratio of eamitagfixed charges.

Certification of Registrant's Chief Executive Offi¢ as required by Section 302 of the SarbanesyQxdeof 2002.
Certification of Registrant's Chief Financial O#ig as required by Section 302 of the SarbanesyG¥de of 2002.
Certification of Registrant's Chief Executive Offi¢ as required by Section 906 of the SarbanesyGxdeof 2002.
Certification of Registrant's Chief Financial O#ig as required by Section 906 of the SarbanesyGXde of 2002.
XBRL Instance Document

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Docutne

XBRL Taxonomy Extension Definition Linkbase Docurhen

XBRL Taxonomy Extension Label Linkbase Document

XBRL Taxonomy Extension Presentation Linkbase Doenim

+ Indicates a management contract or compensatonygplarrangeme
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SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly caussdréport to be signed on its behalf
by the undersigned thereunto duly authorized.

eBay Inc.
Principal Executive Officer:

By: /s/ John J. Donaha

John J. Donahoe
President and Chief Executive Officer
Date: October 16, 2014
Principal Financial Officer:

By: /s/ Robert H. Swa

Robert H. Swan
Senior Vice President, Finance and Chief FinanciaDfficer
Date: October 16, 2014
Principal Accounting Officer:

By: /s/ Brian J. Doerge

Brian J. Doerger
Vice President, Chief Accounting Officer

Date: October 16, 2014
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Exhibit 10.01

ebay INC

September 15, 2014

Mark Carges

Dear Mark:

You are scheduled to separate from your employméhteBay Inc. (“eBay” or the “Company”) on Novembi® 2014("Separatio
Date"). This letter agreement ("Separation Agredfnen“Agreement”)sets forth the separation benefits for which yaudigible if you sig
this Separation Agreement. Please note that thar&8&mn Agreement contains a release of claimaagaBay.

1. SEPARATION . On your Separation Date, the Company will pay wuaccrued salary, subject to standard payrafludgons an
withholdings, earned through the Separation Dateu Will also be paid all accrued and unused vanatime earned through t
Separation Date, subject to standard payroll déshgtand withholdings, and any ESPP contributioiteheld thus far for the curre
purchase period (if applicable). You are entitiednese payments regardless of whether you sigritifieement.

2. SEPARATION PAY . Although the Company is not required to providpazation pay, the Company will make a separatayment ti
you in the form of a lump sum payment in the amafr#468,750, which is equivalent to nine (9) manitlase salary, subject to stan
deductions and withholdings and less any sums owartge Company. You will receive this payment witBO days of the latter of t
Separation Date or the Effective Date (see item 17)

3. BONUS. You will be eligible to receive a prorated annuahnbs through November 3, 2014, paid out at targettlie individue
component and based on actual Company performéuocgdsthe Company meet the threshold to pay owtra$. This will be paid out
accordance with the plan with an anticipated payirotarch of 2015 (and not later than March 15120

4. EQUITY . Pursuant to the terms of your equity grant(s$ting of your eBay stock options and restrictedlstanits (“RSUs")will ceass
on the Separation Date. You are allowed to exexgise vested stock options only during the timdaqebset forth in the award agreement
(s). As part of this Agreement, the Company wiltelerate 21,831 RSUs that were earned in connesfitbrthe 2012-2013 Performance-
Based Restricted Stock Unit Cycle and were schedwlerest on March 1, 2015. These RSUs will vesyaur Separation Date and v
be settled and distributed to you shortly thereafte

5. HEALTH COVERAGE . As provided by the federal COBRA law and by th@pany's current group health plan, you will bgible
to continue your health coverage following the Sapan Date. You are entitled to COBRA coverageethibr or not you sign tt
Separation Agreement. Your current health coveiageaid through midnight on the last day of théewdar month in which yc
terminate. You will be provided with a separateic®bdf your COBRA rights. If you sign this SepaoatiAgreement, the Company v
enroll you and pay your COBRA premiums for four @8lendar months, on the same terms and conditisrtsefore your separati
beginning the first day of the month after your &apion Date. The Company's obligation to makeethpss/ments will stop immediatt
if you become eligible for other health coveragehst expense of another employer. You agree to iately provide the Compa
written notice of the availability of health covgeawithin that time period. Although you are datitto COBRA coverage whether or
you sign this Separation Agreement, if you want@oenpany to pay your COBRA premium(s) for the al-referenced time period, y
must sign this Separation Agreement. If you do sigh this Separation Agreement, our COBRA admiaistr will mail a COBR/
enrollment packet to your home within 30 days afiylast day of employment. You will have 60 dagani date of notification to ele
COBRA coverage. You must send in your enrolimentis to our COBRA administrator to activate covertaghould you timely ele
COBRA, the effective date of your continued coveragl be retroactive to the date your current cage otherwise would have ceased.




10.

11.

12.

13.

SUPPLEMENTAL PAYMENT FOR COBRA. If you sign this Separation Agreement, the Compailly also make a supplemen
payment to you in the form of a lump sum paymerthz amount of $24,000, subject to standard deslhtaind withholdings, which
intended to help you cover the costs of your COBRAmiums for approximately 14 calendar months dfier Company has stopg
paying your COBRA premiums as described in pardg@mbove. You will receive this payment within 88ys of the latter of ti
Separation Date or the Effective Date (see item 17)

AT-WILL EMPLOYMENT. Your employment remains atil and nothing contained in this Separation Agneat is intended to cre:
or imply any contrary policy. Either you or the Cpamy may terminate your employment at any timehwit without cause or notice.
however, the Company terminates your employmerdrbghe Separation Date for reasons other tharecgos will remain eligible fc
separation pay, any applicable bonus (if you anemtise eligible under the program), equity acatien, and payment of your COBI
premiums in accordance with Section 5 (unless yewahbecome eligible for other health coveragthatexpense of another employ
If you are terminated for cause, you will receivdyoyour unpaid wages through termination, any aedrand unused vacation, and
ESPP contributions withheld thus far for the cutr@archase period (if applicable), subject to staddpayroll deductions a
withholdings. In the event of early termination (bigher you or the Company for any reason), angkstiptions and RSUs will cee
vesting as of the earlier date of separation.

OTHER COMPENSATION OR BENEFITS . You acknowledge that, except as expressly pravidethis Agreement, you will n
receive nor are you entitled to receive any add#iacompensation, severance or benefits after épar@tion Date. You recognize
agree that your employment relationship with thengany is permanently and irrevocably severed aadCimpany has no obligatis
contractual or otherwise, to hire, re-hire or repéoy you in the future.

EXPENSE REIMBURSEMENTS . Within ten (10) days of the Separation Date, yall submit your final documented expel
reimbursement statement reflecting any and allai#éd business expenses you incurred throughaparation Date for which you s¢
reimbursement. The Company will reimburse you fahsexpenses pursuant to its regular businessiggact

RETURN OF COMPANY PROPERTY . By the Separation Date, you will return to then@@any all Company documents (anc
copies thereof) and other Company property and niaigén your possession, or your control, inclugibut not limited to, Company file
laptop, Blackberry or iPhone, notes, memorandarespondence, lists, drawings, records, plans anetdsts, financial informatic
personnel information, customer and customer peisipformation, sales and marketing informationpdarct development and prici
information, specifications, computezeorded information, tangible property, creditdsarentry cards, identification badges and
and any materials of any kind which contain or edybany proprietary or confidential material of tBempany (and all reproductic
thereof).

PROPRIETARY INFORMATION OBLIGATIONS . You acknowledge your continuing obligations ungeur Employee Proprieta
Information and Inventions Agreement which incluioiet are not limited to the obligation to refrairorin any unauthorized use
disclosure of any confidential or proprietary infation of the Company as well as the obligatiomao solicit (directly or indirectly
eBay Inc. employees for a period of one year (12ths). Failure to comply with this provision shhk a material breach of t
Agreement. A copy of your Employee Proprietary infation and Inventions Agreement is available upsauest.

NONDISPARAGEMENT . You agree not to disparage the Company, or thrapgaoys officers, directors, employees, shareholder:
agents, affiliates and subsidiaries in any manikehy to be harmful to them or their business, hass reputation or personal reputal
provided that you will respond accurately and fullyany question, inquiry or request for informatiwhen required by legal proce
Failure to comply with this provision shall be aterél breach of this Agreement.

SECTION 409A. This Agreement is intended to comply with the reguients of Section 409A of the Internal RevenueeCafdl 986, ¢
amended (the “Code™and shall be interpreted and construed consistemitly such intent. The payments to you pursuanthis
Agreement are also intended to be exempt from @ediD9A of the Code to the maximum extent possimeler either the separation
exemption pursuant to Treasury regulation 81.409#(9)(iii) or as short-term deferrals pursuanfteasury regulation 81.409Ah)(4)
In the event the terms of this Agreement would sctoyou to taxes or penalties under Section 409th@fCode (“409A Penaltiesyou
and the Company shall cooperate diligently to anthedterms of this Agreement to avoid such 409AaRes, to the extent possik
provided that in no event shall the Company bearsible for any 409A Penalties that arise in cotinecwith any amounts payal
under this Agreement. To the extent any amounteutids Agreement are payable by reference to yf@ammination of employment,”
such term shall be deemed to refer to your “sejmarafrom service,”within the meaning of Section 409A of the Code.
reimbursement or advancement payable to you pursaathis Agreement or otherwise shall be condiwron your submission of
expense reports reasonably required by the Comaahgr any applicable expense reimbursement pdiny,shall be paid to you




14.

15.

16.

pursuant to its regular business practice, butoirevent later than the last day of the calendar f@wing the calendar year in whi
you incurred the reimbursable expense. Any amofiekpenses eligible for reimbursement, okine benefit provided, during a calen
year shall not affect the amount of expenses édiditr reimbursement, or ikind benefit to be provided, during any other cdkmyeal
The right to any reimbursement orkind benefit pursuant to this Agreement or otheewghall not be subject to liquidation or exche
for any other benefit.

RELEASE OF CLAIMS . In consideration for the payments and other psesiand undertakings contained in this Agreemewthioh
you would not otherwise be entitled, and excepbthgrwise set forth in this Agreement, you releasguit and forever discharge
Company, its parents and subsidiaries, and itstlagid respective officers, directors, agents, seisjeemployees, attorneys, sharehols
successors, assigns and affiliates, of and fromaadyall claims, liabilities, demands, chargesseawf action, costs, expenses, attor
fees, damages, indemnities and obligations of ekiiy and nature, in law, equity, or otherwise, ethyou assert or could assert ag:
the Company at common law or under any statute, refulation, order or law, whether federal, stateocal, on any ground whatsoe?
known and unknown, suspected and unsuspectedoskstiand undisclosed, arising out of or in any vedgted to agreements, eve
acts or conduct at any time prior to and includihg date you sign this Agreement, including but limatted to: all such claims al
demands directly or indirectly arising out of orainy way connected with your employment with thenpany or the termination of tt
employment; claims or demands related to salarpubes, commissions, stock, stock options, or ahgradwnership interests in 1
Company, vacation or other time off pay, fringe &fés, expense reimbursements, severance payyasthar form of compensation; &
and all causes of action, including but not limitedictions for breach of contract, express or ietplbreach of the covenant of good f
and fair dealing, express or implied, wrongful taration in violation of public policy, all other @ims for wrongful termination al
constructive discharge, and all other tort claiinsjuding, but not limited to, intentional or neggint infliction of emotional distres
invasion of privacy, negligence, negligent inveatign, negligent hiring, supervision or retentiassault and battery, false imprisonm
defamation, intentional or negligent misrepreseémtatfraud, and any and all claims arising under faaeral, state or local law or stati
including, but not limited to, the California Fdimployment and Housing Act; Business and Profess@ode 17200; Title VII of tt
Civil Rights Act of 1964; the Civil Rights Act 0ofdB1; the Fair Labor Standards Act; the Employedr&aent and Income Security A
the Americans with Disabilities Act, 42 U.S.C. §819the Age Discrimination in Employment Act of 1Q@s amended (“ADEA")the
Family and Medical Leave Act; the California Famiyghts Act; the California Labor Code; the Calif Civil Code; the Californ
Constitution; and any and all other laws and reipia relating to employment termination, employmdiscrimination, harassment
retaliation, claims for wages, hours, benefits, pensation, and any and all claims for attornefg®s and costs, inasmuch a
permissible by law and by the respective governaiemtforcement agencies for the above-listed laws.

You further agree that you have been paid all ynded wages due or earned, and as to any furtlegredl unpaid wages di
you agree that there is a bona fide and gaditi-dispute as to whether such wages are dudased on this dispute and the consider.
provided under the agreement, you release and aaiysuch claims.

This Agreement does not waive rights or claims uridderal or state law that you cannot, as a maftéaw, waive by prival
agreement, such as a right of indemnification uh@ddror Code Section 2802. Additionally, nothinghis Agreement precludes you fr
filing a charge or complaint with or participating any investigation or proceeding before the EgHaiployment Opportuni
Commission. However, while you may file a chargd participate in any proceeding conducted by theaE@pportunity Commissio
by signing this Agreement, you waive your rightoring a lawsuit against the Company and waive ymlnt to any individual moneta
recovery in any action or lawsuit initiated by tagual Employment Opportunity Commission.

RELEASE OF UNKNOWN CLAIMS . You acknowledge that you have read and unders$action 1542 of the California Civil Co
which reads as follows:A general release does not extend to claims whiche creditor does not know or suspect to exist in ior
her favor at the time of executing the release, wbh if known by him or her must have materially affected his or her settlemer
with the debtor.” You hereby knowingly, intentionally, and expresslywaive and relinquish all rights and benefits underthat
section and any law of any jurisdiction of similareffect with respect to your release of any unknowmwr unsuspected claims yo
may have against the Company.

MISCELLANEOUS . This Agreement, including all exhibits, constsitthe complete, final and exclusive embodimenthefentir:
agreement between you and the Company with regarthi$¢ subject matter. It is entered into withoaliance on any promise
representation, written or oral, other than thospressly contained herein, and it supersedes amgr clich promises, warranties
representations, prior agreements and communicatwnether oral or written, as to the specific saty of this letter by and between
and the Company. This Agreement may not be moddiea@mended except in writing signed by both yod armduly authorized officer
the Company. This Agreement will bind the heirsispeal representatives, successors and assignsttofybu and the Company, ¢
inure to the benefit of both you and the Company,




their heirs, successors and assigns. If any pavisf this Agreement is determined to be invalidioenforceable, in whole or in part, 1
determination will not affect any other provisiohtbis Agreement and the provision in question Wwaél modified by the court so as tc
rendered enforceable. No waiver by the Companygfreght under this Agreement shall be construed amiver of any other right, r
shall any waiver by the Company of any breach &f &greement be a waiver of any preceding or sudingebreach. This Agreems
will be deemed to have been entered into and wilcbnstrued and enforced in accordance with ths @iwthe State of California
applied to contracts made and to be performededptivithin California.

17. | ACKNOWLEDGE THAT | HAVE BEEN ADVISED BY THIS WRIT ING, AS REQUIRED BY THE AGE DISCRIMINATION
IN EMPLOYMENT ACT (ADEA) AND THE OLDER WORKERS’ BEN EFIT PROTECTION ACT (“OWBPA”), THAT: (a)
MY WAIVER AND RELEASE DO NOT APPLY TO ANY RIGHTS OR CLAIMS THAT MAY ARISE AFTER THE
EXECUTION DATE OF THIS AGREEMENT; (b) | HAVE BEEN A DVISED TO CONSULT WITH AN ATTORNEY PRIOR
TO EXECUTING THIS AGREEMENT; (c) | HAVE TWENTY- ONE (21) DAYS TO CONSIDER THIS AGREEMENT
(ALTHOUGH | MAY CHOOSE TO VOLUNTARILY EXECUTE THIS AGREEMENT EARLIER); (d) | HAVE SEVEN (7)
DAYS FOLLOWING THE EXECUTION OF THIS AGREEMENT BY T HE PARTIES TO REVOKE THE AGREEMENT,
AND (e) THIS AGREEMENT WILL NOT BE EFFECTIVE UNTIL THE DATE UPON WHICH THE REVOCATION PERIOD
HAS EXPIRED, WHICH WILL BE THE EIGHTH DAY AFTER THI S AGREEMENT IS EXECUTED BY ME, PROVIDED
THAT THE COMPANY HAS ALSO EXECUTED THIS AGREEMENT B Y THAT DATE (“EFFECTIVE DATE").

Upon acceptance of this Agreement, please signibatal return the executed original to me. Upon ysignature below, this w
become our binding agreement with respect to yepasation from the Company and its terms mergingsuperseding in their entirety
other or prior agreements and communications, venethitten or oral, by you and the Company as &gpecific subjects of this Agreement.

eBay Inc.
By: /sl Elizabeth Axelrod

Elizabeth Axelrod
SVP, Human Resources

| UNDERSTAND AND AGREE TO THE TERMS CONTAINED IN TH IS AGREEMENT AND INTEND, BY MY SIGNATURE
BELOW, TO BE LEGALLY BOUND BY THOSE TERMS. | AM SIG NING THIS RELEASE KNOWINGLY, WILLINGLY AND
VOLUNTARILY IN EXCHANGE FOR THE SEPARATION BENEFITS DESCRIBED ABOVE:

[s/ Mark Carges Date: SeptemberEL4
Mark Carges




Exhibit 10.02

September 29, 2014

Daniel Schulman

c/o eBay Inc.

2065 Hamilton Avenue
San Jose, California 95125

Dear Dan:

eBay Inc. (the ‘Company’ or “ eBay”) is pleased to offer you, on the terms and coodd set forth in this offer letter (thisLetter”),
the exempt position of President, PayPal, Inc.hally owned subsidiary of the CompanyRayPal, Inc."), reporting directly to the Preside
and Chief Executive Officer of eBay. As PresideinPayPal, Inc. you will be responsible for manading performance of the PayPal busil
unit, including financial performance, product diexgnent, and all operations of the business umiaddition, the Company confirms that if
the Company elects to spin-off PayPal, Inc. throtighdividend of PayPal, Inc. shares to existingysholders of the Company or through
other means (aSpin-Off"), then you will, effective on the date of the 8{@ff, become President and Chief Executive Offifethe publicly
traded PayPal, Inc. entity (such entitypdyPal”, and such position, PayPal CEQ"). In the role of PayPal CEO, you shall reportedpland
directly to the Board of Directors of PayPal (thedyPal Board'). The Company will also cause you to be appoirseé member of the
PayPal Board, effective immediately prior to thieefive date of the Spi®ff, with a term of office no less than that of fbagest term of an
other PayPal Board member. For so long as you reRayPal CEO, you may be nominated to the PayPaidBand, if re-elected, you shall
serve as a member of the PayPal Board withoutiadditconsideration. The terms and conditions & tietter have been approved by the
Compensation Committee of the Board of Directore®dly (the “Compensation Committé&e

Compensation as PayPal, Inc. President

Cash CompensatiorAs PayPal, Inc. President, you will be paid aveiekly salary of $34,615.39, which is equivalenamoannualized
rate of base salary (youdhnual base salary) of $900,000. You will also be eligible to paipate in the eBay Incentive PlaelP )
available to employees in positions comparableory. Payouts under the plan for Presidents ardbas individual achievements as well as
Company performance and are paid on an annual.cyole annual target bonus opportunity (youarget bonus opportunitl) for the elP is
175% of your base salary (i.e., $1,575,000). Tellggble to receive any elP bonus, you must be egeal for a full calendar quarter in the
applicable fiscal year and you must be actively leygd on the date the bonus is paid, except aswite provided herein. The payment of
any bonus is subject to the terms and conditionke&lP. The Company reserves the right to anwrahge or cancel the elP at its sole
discretion, provided that the Company does solf@imilarly situated executives of eBay.

Equity CompensationThe grant of all eBay restricted stock unitR8US’), eBay performance-based restricted stock ufiBERSUs
"), and options to purchase shares of eBay’s comstock (“Options”) described in this Letter is subject to the griapthe Compensation
Committee and subject to your continued employmstiit an eBay company on the applicable grant daesept as otherwise provided
herein. Awards are described in this Letter asladealue and the number of shares of eBay comstock subject to each award will be
determined as follows: (i) for RSUs, by dividingettollar value by the average of the closing prafesBay common stock as reported on the
NASDAQ Global Select Market for the period of 1theecutive trading days ending on (and including)l#ist trading day prior to the gre
date (the “Average eBay Closing Pri¢§ and rounding down to the nearest whole numlbeshares of eBay common stock, (ii) for PBRSUSs,
by dividing the earned dollar amount, if any, bg thverage eBay Closing Price, and rounding dowthémearest whole number of shares of
eBay common stock and (iii) for Options, by divigithe dollar value by the Average eBay Closing &naultiplying the resultant total by 3,
and rounding down to the nearest whole number afeshof eBay common stock. The exercise pricelf@pations will be no less than the
fair market value of eBay’s common stock on theliapple date of grant, as determined by the Comgtéars Committee.

Initial Awards. Upon commencement of your employment with eBay, will be granted a combination of RSUs (thaitial RSU
Award”), PBRSUs (the ‘Initial PBRSU Award), and Options (the fnitial Option Award”) and, together with the Initial RSU Award and
the Initial PBRSU Award, the fhitial Awards”, all to be granted under the Company’s 2008 Bgluitentive Plan (the Plan”) pursuant to
the terms described in the following paragraphghSuitial Awards will be granted on the T8lay of the month following the month in wh
you commence employment with the Compe




You will be granted the Initial RSU Award valued$#,500,000, subject to the terms and conditiorte@Plan, as well as the terms and
conditions of the RSU agreement (which will be pded to you as soon as practicable after the glataf). The Initial RSU Award will vest
and become noferfeitable (assuming your continued employmenprawvided below on each vesting date) over four yeathe rate of 25%
year on each anniversary of the date of grantestihp necessary withholding for applicable ta:

You will be granted the Initial PBRSU Award withtarget value of $2,700,000, subject to the terngscmditions of the Plan, as well
as the terms and conditions of the applicable PBR@dement (which will be provided to you as soepracticable after the grant date). The
Initial PBRSU Award will be earned based on perfante over the period January 1, 2014 through Deeefith 2015. The actual number of
shares of eBay common stock that will be subjettiéalnitial PBRSU Award to be granted, if any,Maé determined based on achievement
during such period of Company performance goalerdénhed by the Compensation Committee and willligext to the terms and conditic
of the performance plan approved by the Compens&ammittee. The Initial PBRSU Award will be gramhie early 2016 and will vest and
become non-forfeitable (assuming your continuedleympent as provided below on each vesting daté&lsvs: 50% of the shares subject
to the award on the grant date and the remainifg &0the shares subject to the award on the finsiversary of the grant date, subject to
necessary withholding for applicable taxes.

Finally, you will be granted the Initial Option Awdhvalued at $1,800,000, subject to the terms anditons of the Plan, as well as the
terms and conditions of the stock option agreertwehich will be provided to you as soon as practieatiter the grant date). Generally, the
Initial Option Award will vest and become exerciafassuming your continued employment as provisdw on each vesting date) over
four years at the rate of 25% of the shares subjette Initial Option Award on the first annivergaf the grant date and, at the end of each
month thereafter, with respect to an additiona8ldfithe shares subject to the Initial Option Award

Focal Awards You will be granted a combination of RSUs, PBR&ldd Options (collectively, Focal Awards’), pursuant to the tern
described in the following paragraphs, at the same that annual 2015 equity awards are grantesemior executives of the Company,
expected to be in April, 2015.

You will be granted an award of RSUs valued at 82,000 (the ‘Focal RSU Award), subject to the terms and conditions of the Plan
as well as the terms and conditions of the Foc&l B§eement (which will be provided to you as sasmpracticable after the grant date). The
Focal RSU Award will vest and become non-forfeiga@@dssuming your continued employment as providdoWon each vesting date) over
four years at the rate of 25% a year on each ars@we of the date of grant, subject to necessattyhelding for applicable taxes.

You will be granted an award of PBRSUs with a taxgdue of $4,500,000 (thePBRSU Focal Award), subject to the terms and
conditions of the Plans, as well as the terms amditions of the applicable agreement (which wéllgrovided to you as soon as practicable
after the grant date). The PBRSU Focal Award wélidarned based on performance over the period i§abu2015 through December 31,
2016. The actual number of shares of eBay comnumk ¢hat will be subject to the PBRSU Focal Awardé granted, if any, will be
determined based on achievement during such pefiG@mpany performance goals determined by the @msgtion Committee and will be
subject to the terms and conditions of the perforweglan approved by the Compensation Committee PBRSU Focal Award will be
granted in early 2017 and will vest and become foofeitable (assuming your continued employmenprasided below on the vesting date)
as to 100% of the shares subject to the awardefirgt anniversary of the grant date, subjectdocassary withholding for applicable taxes.

Finally, you will be granted an Option valued at810,000 (the Focal Option Award), subject to the terms and conditions of the
Plan, as well as the terms and conditions of treaFOption Award agreement (which will be provided/ou as soon as practicable after the
grant date). Generally, the Focal Option Award wilst and become exercisable (assuming your catiemployment with an eBay
company on each vesting date) over four yearseatate of 12.5% of the shares subject to the FOptibn Award at the end of thé"6
calendar month following the grant date, and, atehd of each month thereafter, with respect tadalitional 1/48 of the shares subject to the
Focal Option Award.

Equity MakeGood Award. In recognition of the equity compensation you ¥atfeit when you leave your current employer, yoill
be granted the following awards of RSUs (tHdake-good RSU Awards

(i) An award of RSUs valued at $4,143,503, to ntgd subject to the terms and conditions of the,Ris well as the terms and
conditions of the RSU agreement (which will be pded to you as soon as practicable after the gfataf), which will vest and become non-
forfeitable (assuming your continued employmendescribed below on the vesting date) on Decemhe2@¥4, subject to necessary
withholding for applicable taxes; and

(i) An award of RSUs valued at $4,071,429, to bented subject to the terms and conditions of tha,Rs well as the terms and
conditions of the RSU agreement (which will be pded to you as soon as practicable after the glaie), which




will vest and become non-forfeitable (assuming youmtinued employment as described below on theéngedate) on January 28, 2016,
subject to necessary withholding for applicableetax

In addition to the foregoing, your Make-good RSU&kds (and the shares of eBay common stock thatgaaive upon vesting of such
awards) will not be subject to eBay’s executivektownership guidelines and the limitations on shé&reunder.

Effects of SpirOff . All awards on eBay common stock granted to yodeurthe Plan (¢Bay equity awardy and described above w
vest as described above subject to your continmgdayment through each applicable vesting date RapPal, Inc. until the Spin-Off. Upon
the Spin-Off, all then outstanding eBay equity aigagranted to you that are outstanding as of tleetdfe date of the Spi®{f (including, for
this purpose, any PBRSU awards for which the appleperformance period has not ended and Optamtgwhether vested or unvested),
and all other then outstanding unvested RSUs bgiltonverted into options, restricted stock umnit$ performance restricted stock units,
respectively, covering shares of PayPal stock usingquitable adjustment formula (with any perfanogacriteria that may be applicable to
the awards to also be appropriately adjusted) tflamcbafter will continue to vest as described atmugect to your continued employment
through each same applicable vesting date with &lagil otherwise on terms and conditions, deterdhidyethe Company, but in all events
with respect to the eBay equity awards grantedyaumntsto this Letter, such terms and conditionslskatain consistent with the terms and
conditions of such eBay equity awards as providetthis Letter.

Make-Good Cash PaymentB recognition of certain compensation that yadll mot receive, or will forfeit, when you leave yo
current employer, you will be entitled to receitie following payments, subject to the followingnber:

(i) An equity clawback make-good payment (theduity Clawback Make-good Payménto cover the actual amount you are required
to repay your current employer, if any, to cover fiietax income you may have recognized on restristock units that became vested, al
stock options that were exercised, in the 24 moptits to your termination of employment, up tooéat amount of $10,496,388. You agre:
work with the Company’s counsel to negotiate witlurycurrent employer to avoid the imposition of t@vback to the extent possible. The
Equity Clawback Makerood Payment, less deductions and applicable tailkse paid to you within one pay period of whgou provide th
Company with written evidence from your current éogpr of the amount of the repayment to your curemmployer that you are required to
repay (and in no event later than 2 ¥2 months faligwthe end of the year in which you are requiedepay your current employer);

(ii) A bonus make-good payment (th&bnus Make-good Paymeitto cover the annual bonus that your current eyl is not
expected to pay you in respect of its’ currentdigear, in a lump sum equal to $3,631,250. TheuBdviake-good Payment will be paid to
you on December 24, 2014, subject to your contiraragdloyment on the payment deprovided, that if you are paid a bonus from your
current employer for its current fiscal year pemfance (your ‘Prior Employer Bonus), then you will not be entitled to receive theribs
Make-good Payment, to the extent of the gross atafuyour Prior Employer Bonus, and, if such Piianployer Bonus is paid to you after
you receive payment of the Bonus M-good Payment, you shall return a correspondinguantnioack to eBay within thirty (30) days
thereafter;

(iii) A cash payment of $2,600,000 (thé®rtfolio Grant Make-good Paymef)t which will vest and be paid 50% on December 24,
2014 and 50% on February 15, 2016, subject to gontinued employment with an eBay company on easting date; providedthat if
your current employer does not cause you to fotfigitcas-based incentive “portfolio” awards held by youdigour termination of
employment, then you will not be entitled to reeeilie Portfolio Make-good Payment; and

(iv) A lump sum cash payment of $3,626,537 (thée'sted Option Make-good Paymé&rand together with the Equity Clawback Make-
good Payment, the Bonus Make-good Payment anddtifoko Grant Make-good payment, théfake-good Payment¥ which shall be paid
within two payroll periods of your commencemeneaiployment with the Company; providethat, if you are not required to forfeit all or a
portion of the vested stock options that you haidhe stock of your current employer as of the détgour termination of employment with
such employer (your Prior Employer Option$), then you will only be entitled to receive thairtion of the Vested Option Make-good
Payment that corresponds to the value of the podfg/our Prior Employer Options that you have besjuired to forfeit, with such value
determined using the same assumptions and mettpdatowere used to calculate the entire amouriteo¥/ested Option Make-good
Payment.

Employee BenefitsYou will be entitled to the employee welfare aptirement benefits that eBay customarily makedlabvia to
employees in positions comparable to yours, in at@mce with the terms of the benefit plans asfiecefrom time to time.

Also, enclosed is the eBay Insider Trading Agreeimehich outlines the procedures and guidelinessgung securities trades by
Company personnel. Please review this agreemesfiudigy execute the certification and return ime.




Relocation. The Company will (1) provide a reasonable allogeato cover the cost to you of temporary housimgéu in the Bay area
through the earlier of nine months following youngoyment date or the date you purchase a residermt€2) reimburse you for the cost of
transportation, including air travel (business s)amd reasonable related travel expenses, fooythe equivalent cost for a family member,
to and from the Bay area, for up to 26 round tppscalendar year (pro-rated from your start datk @Bay through December 31 2014) . All
such reimbursements will be provided to you byaterthan the end of the calendar year followirggythar in which the expenses to which
they relate are incurred, in accordance with applie tax rules.

eBay will also assist with expenses incuri@dybur relocation from New York to the Bay arealenthe terms of eBay’s relocation
assistance program for employees in positions coabpato yours.

Compensation as PayPal CEO

Cash CompensatiorEffective immediately following the Spin-Off, yosalary as PayPal CEO shall be at a bi-weeklyobta least
$38,461.54, which is equivalent to an annual bakeysof $1,000,000. Also following the Spin-Of§ RayPal CEO you will be eligible to
participate in the annual incentive payment plaatdshed for PayPal senior executives immedigtelyr to the Spin-Off (the Bonus Plan
"). It is anticipated that payouts under the BoRlen will be based on individual achievements a$ agePayPal performance and will be paid
on an annual cycle. Following the Spin-Off, younaal target bonus opportunity under the Bonus Riidlrbe at least 200% of your base
salary. To be eligible to receive any Bonus Planuso you must be employed for a full calendar quant the applicable year and you mus
actively employed on the date the bonus is pai@. @dyment of any Bonus Plan bonus will be subgetité terms and conditions of the Bo
Plan.

Equity CompensationYou will be granted eBay equity awards pursuardn equity compensation subplan to be established
contemplation of the Spin-Off (thePayPal Plan’), subject to, and effective immediately prior the Spin-Off (the ‘Spin-Off Awards$). The
terms of the grant of the Spin-Off Awards will hebgect to the approval of the Compensation Commidted the grant will be subject to your
continued employment with eBay on the applicabngdate(s). The grants will be made immediateigrgo the Spin-Off as eBay equity
awards but will be converted into awards on PagBaimon stock in the same method and manner aslisd@bove under Effects of Spin-
Off”. It is currently contemplated that the Spin-OffvArds will be in the following forms and amountdjigh may be altered by the
Compensation Committee in its discretion, provittet the Spin-Off Awards shall have an aggregagatgiate dollar value of $2,000,000,
and vesting schedules that end no later than timthfanniversary of the effective date of the Spifi-

(i) An award of RSUs valued at $600,000, to be grdmnder the PayPal PlanRayPal RSU$), as well as the terms and conditions of
a PayPal RSU agreement (which will be provideddo gs soon as practicable after the grant date) aWard of PayPal RSUs will vest and
become non-forfeitable (assuming your continuedleympent with a PayPal company on each vesting aate) four years at the rate of 25%
a year on each anniversary of the date of grabjesuto necessary withholding for applicable taxes

(i) An award of PBRSUs with a target value of 10000, to be granted under the PayPal Plan (BayPal PBRSU Awarg, as well
as the terms and conditions of a PayPal PBRSU ammete(which will be provided to you as soon as ficable after the grant date). The
PayPal PBRSU Award will be earned based on perfocmaver an established period ending Decembe2@®8. The actual number of
shares of PayPal common stock that will be suletite PayPal PBRSU Award to be granted, if anjl,bei determined based on
achievement during such period of PayPal performaoals determined by the PayPal Compensation Cesand will be subject to the
terms and conditions of the performance plan apmidoy the PayPal Compensation Committee. The P&BREU Award will be granted in
early 2017 and will vest and become non-forfeitdbsuming your continued employment with a PagBaipany on the vesting dates) as
follows: 100% of the shares on the first anniversdrthe grant date, subject to necessary withingldior applicable taxes; and

(iii) An Option award valued at $400,000, to bergeal under the PayPal Plan (the&yPal Optiort), as well as the terms and
conditions of a PayPal Option agreement (which kbellprovided to you as soon as practicable afeegthnt date). Generally, the PayPal
Option will vest and become exercisable (assummg gontinued employment with a PayPal companyamh eesting date) over four years
at the rate of 12.5% of the shares subject to #y®& Option at the end of thé"6alendar month following your start date as PayHzD,
and, at the end of each month thereafter, witheesjp an additional 1/48 of the shares subjetiiedPayPal Option.

Employment Requirements:-¥Atill Employment Under federal immigration laws, the Company tuieed to verify each new
employee’s identity and legal authority to worklire United States. Accordingly, please be preptrédrnish




appropriate documents satisfying those requireméritsoffer of employment is conditioned on sulsios of satisfactory documentation.
Enclosed is a list of the required documents.

Your employment with the Company is “at-will” andher you or the Company may terminate your emplegthat any time, with or
without cause or advance notice. The at-will natafrine employment relationship can only be chargedritten agreement signed by eBay’
President and Chief Executive Officer.

Severance Protections

Although your employment with the Company shall‘dewill” as set forth above, you may be entitled to severanatection in certai
circumstances, as described below, subject imsihnces to you executing and not revoking the Gmyip standard form of release (which
shall also contain customary exceptions for yountiomed indemnification and coverage under D&O ge8, exclusions for vested benefits
under retirement and welfare benefit plans andtgdcentive plans, and reasonable post-employmeoperation covenants (but for the
avoidance of doubt no restrictive covenants orrmtbgenants imposing limitations on your post-ergplent activities) (the Releas€)
within 60 days after the date of your terminatiéremployment:

Prior to the Spin-Off: Termination Outside a ChangeControl Period. If, prior to the Spin-Off and outside a Chang&€wntrol Period
(as defined below), your employment is involuntatdrminated by the Company other than for Causeléfined below) or if you voluntarily
resign for Good Reason (as defined below), theiCrapany shall provide you with (a) the Accrued &és (as defined below) and (b) a
lump sum severance payment, payable not later3@atays after you execute the Release and anyatongeriod has expired (which, if
such payment date could straddle two calendar yearst occur in the later calendar year), in anwamhequal to the sum of:

(i) two times the sum of (a) your Annual Base Salas defined below) and (b) your Bonus Amountdefined below);

(if) any Make-good Cash Payments that are oweatopursuant to the terms of this Letter and haveyabbeen paid as of the date of
your termination of employment; ai

(iii) notwithstanding any election you may have mad defer any portion of any RSUs or PBRSUs, & easount equal to the value of
the unvested Initial Awards and unvested Make-g&8tl Awards outstanding as of the date of your teation of employment (with such
value calculated based on the Valuation Assumpfjassiefined below)).

In addition, if you are receiving the severancempayts and benefits hereunder because of your \alurgsignation due to a Spin
Failure Good Reason (as defined in the definitibh @ood Reasoi below), or because your employment was involuntaeifminated by th
Company other than for Cause during the 30-daygernding on, or the 60-day period beginning oa date that a Spin Failure Good
Reason occurs, you will also receive a cash ameguml to the value of any other eBay equity aw#rdsare outstanding and unvested as of
the date of such resignation which, but for sudigreation, otherwise would have become vested puatgo their respective vesting sched
within 24 months following the date of such resigma (with such value calculated based on the \falnaAssumptions). This payment will
be made at the same time (and subject to the sanuitions) as the other payments provided for above

Prior to a Spin-Off: Termination During a Change@ontrol Period. If, prior to the Spin-Off and during a Changedantrol Period,
your employment is involuntarily terminated by tiempany other than for Cause or if you voluntandgign for Good Reason, then-
Company shall provide you with (a) the Accrued Bigseand (b) a lump sum severance payment, payadiléater than 30 days after you
execute the Release and any revocation periodxpaed (which, if such payment date could straddie calendar years, must occur in the
later calendar year), in an amount equal to the afum

(i) two times the sum of (a) your Annual Base Sakard (b) your Bonus Amount;

(i) any Make-good Cash Payments that are owedtopursuant to the terms of this Letter and havieyebbeen paid as of the date of
your termination of employment; ai

(iii) notwithstanding any election you may have mad defer any portion of any RSUs or PBRSUs, & easount equal to the value of
all eBay equity awards that are outstanding ancetsied as of the date of your termination of empleynfwith such value calculated based
on the Valuation Assumptions).

On and After the Spin-Off; Termination Outside a@e in Control Period If, on or after the Spin-Off and outside a Chamge
Control Period, your employment as PayPal CEOrmiteated by PayPal without Cause or if you voluihtaesign for Good Reason, then
PayPal shall provide you with (a) the Accrued Béaeind (b) a lump sum severance payment, payable




not later than 30 days after you execute a relebskims against PayPal (in the same form as #led®e but inuring to the benefit of PayPal,
the “PayPal Releas®, and any revocation period has expired (whi€such payment date could straddle two calendarsy@aust occur in
the later calendar year), in an amount equal tetime of:

(i) two times the sum of (a) your Annual Base Sakard (b) your Bonus Amount;

(i) any Make-good Cash Payments that are owedtopursuant to the terms of this Letter and havieyebbeen paid as of the date of
your termination of employment; ai

(iii) notwithstanding any election you may have mad defer any portion of any RSUs or PBRSUs, & easount equal to the value of
any outstanding and unvested Initial Awards andested Make-good RSU Awards (as converted into Hay#ards in connection with the
Spin-Off as provided above undeEffects of Spin-Off"putstanding as of the date of your terminationropkyment (with such value
calculated based on the Valuation Assumptiors)d

(iv) notwithstanding any election you may have maadefer any portion of any RSUs or PBRSUSs, a eassbunt equal to the value of
any other eBay equity awards (as converted intd®Bbgwards in connection with the Spin-Off as pded above underEffects of Spin-Off
"), that are outstanding and unvested as of the dfagour termination of employment which, but éorch termination, otherwise would have
become vested pursuant to their respective vestihgdules within 12 months following the date aftstermination (with such value
calculated based on the Valuation Assumptions).

On and After the Spin-Off; Termination During a @lga in Control Period If, on or after the Spin-Off and during a Chamg€ontrol
Period, your employment as PayPal CEO is terminlyeilayPal without Cause or if you voluntarily ggsfor Good Reason, then PayPal
shall provide you with (a) the Accrued Benefits dbfla lump sum severance payment, payable nattlze 30 days after you execute the
PayPal Release and any revocation period has exgiutaich, if such payment date could straddle taleiedar years, must occur in the later
calendar year), in an amount equal to the sum of:

(i) two times the sum of (a) your Annual Base Sakard (b) your Bonus Amount;

(i) any Make-good Cash Payments that are owedtopursuant to the terms of this Letter and havieyebbeen paid as of the date of
your termination of employment; ai

(iii) notwithstanding any election you may have mad defer any portion of any RSUs or PBRSUs, & aasount equal to the value of
all then unvested PayPal equity awards that atanding and unvested as of the date of terminati@mployment, including all eBay
equity awards that were converted into PayPal asvardonnection with the Spin-Off as provided abawmder “Effects of Spin-Off (with
such value calculated based on the Valuation Assonsg).

Special Treatment of Equity Awards on Death/Permabésability

In the event that your employment with eBay or Ray®s applicable, terminates due to your deathisability (within the meaning of
the applicable employer’s long-term disability plarithin thirty (30) days after the date of suehmination of employment, you will receive
a cash payment equal to the value of any eBayyequiairds that were outstanding and unvested dsealdte of such termination which, but
for such termination, otherwise would have becomested pursuant to their respective vesting scheduithin 24 months following the date
of such termination (with such value calculatedddlasn the Valuation Assumptions).

Definitions.

“ Accrued Benefits means (a) prompt payment of any accrued but whpanual base salary through the last day of emmoy, (b)
prompt payment of any unreimbursed expenses ingtireugh the last day of employment subject torywompt delivery of all required
documentation of such expenses pursuant to appdiesbployer policies, (c) all other vested paymeimsefits or fringe benefits to which
you are entitled under the terms of any applicablapensation arrangement or benefit, equity ogé&ihenefit plan or program or gr:
(excluding any other severance plan, policy or pang or this Letter in accordance with the termswth plan, program or grant, including
any unpaid bonus for any prior fiscal year whestlierwise would have been paid, and (d) a pronatetion of the elP bonus, if any, that you
otherwise would have earned and been paid in respée fiscal year in which your employment tematies based on the actual performance
of the company for the full year, with such protap®rtion calculated based on the period of timendusuch fiscal year that you were
employed, relative to the full fiscal year and ohfsed on the company performance element of thesb@uch prorated elP bonus amount, if
any, the “Prorated Bonus). You will receive your Prorated Bonus on the datd #il other participants in the elP receive tle¢i? bonuses i
respect of such fiscal year.




“ Annual Base Salarywill mean an amount equal to $1,000,000 (or sgiefater amount as in effect immediately prior taryo
termination date).

“ Bonus Amourit will mean an amount equal to 200% of your Annuas@8&alary (or such greater amount as may be esdtadlas yol
target bonus payment immediately prior to your ieation date).

“ Cause’ shall mean (a) your failure to attempt in gooiHfdo substantially perform your assigned dut@her than failure resulting
from your death or incapacity due to physical ontakiliness or impairment, which is not remedieithim 30 days after receipt of written
notice from the Company (or, following the Spin-(®fayPal) specifying such failure; (b) your indietmh for, conviction of or plea afolo
contederdo any felony (or any other crime involving frawtishonesty or moral turpitude); or (c) your comnaesf an act of fraud,
embezzlement, misappropriation, willful miscondwtpreach of fiduciary duty against the Company f@lowing the Spin-Off, PayPal),
except good faith expense account disputes.

“ Change in Contro! shall mean, for purposes of this Letter: (a) befa Spin-Off, any of the following: (x) a “ChanigeControl” as
such term is defined in the Plan; or (y) a salPafPal, Inc. by the Company to any individual, tgrair group (within the meaning of Section
13(d)(3) or Section 14(d)(2) of the Securities Exulpe Act of 1934, as amended) that is not affiliatith the Company; or (z) an
announcement by the Company on a Form 8-k (or afih@tar filing under the Securities Exchange At1634, as amended) that the
Company has abandoned its plans to separate tireebsi®f PayPal, Inc. from the eBay companies,(ajpdn and after the effective date of a
Spin-Off, “Change in Control” as such term is definin the PayPal Plan (but if no such definitionadstained therein, then for purposes of
this Letter, “Change in Control” shall be as deirie the Plan, but with all references thereinBay replaced with PayPal).

“ Change in Control Perioi means the period that begins 90 days prior td,emds 24 months following, a “Change in Control.”

“Good Reason”’means, without your written consent, any of théofeing events, whereafter you resign your employmvéthin the
periods provided below:

(a) the effective date of the Spin-Off does notusagithin two years following your commencementeofiployment with the
Company, in which case you shall have sixty (6@sdallowing the second anniversary of your comnegnent of employment with the
Company within which to resign for “Good Reasortig(ievent described in this clause (a),Spin Failure Good Reasdiy or

(b) following the Spin-Off, PayPal experiences ae in Control, after which you are no longer@ingef Executive Officer of the
publicly traded company that is (or owns) PayRaivhich case you shall have thirty (30) days follmyvwsuch Change in Control within whi
to resign for “Good Reason”: or

(c) (i) a material reduction in your annual badaryain effect (x) prior to the Spin-Off, at eBawit (y) on and after the Spin-Off, at
PayPal; (ii) a material reduction in your annuadjéd bonus opportunity (x) prior to the Spin-Offider the elP, buly) on and after the Spin-
Off, the Bonus Plan; (iii) (x) prior to the Spin4O& material reduction in your authority, dutigsesponsibilities as President, PayPal, Inc.
(which would include your failure to report to tReesident and Chief Executive Officer of eBay), ()iton and after the Spin-Off, a material
reduction in your authority, duties or responsila as Paypal CEO (which would include your falto report to the PayPal Board); or (iv)
any other material breach by the Company (or, #dfteiSpin-Off, PayPal) of this Letter. You will dleemed to have given consent to the
condition(s) described in any of clauses (i) thfo@g) of this paragraph (c) if you do not providetten notice to the Company (or PayPal
applicable) of such Good Reason event(s) withid®gs from the first occurrence of such Good Reasemt(s), following which the
Company (or PayPal, as applicable) shall have $6 ttacure such event, and to the extent the ComnfmrPayPal, as applicable) has not
cured such Good Reason event(s) during the 30-ul@yperiod, you must terminate your employmenGond Reason no later than 60 days
following the occurrence of such Good Reason esghbif providing the Company (or PayPal, as appl&a®0 days’ prior written notice of
termination, which may run concurrently with then@many’s (or PayPal’s, as applicable) cure period.

“ Valuation Assumptiorismeans, collectively, the following assumptions; éach share of eBay (or, after the Spin-Off, RdyP
common stock underlying an award has a value dquhk average of the closing prices of eBay (iterdhe Spin-Off, PayPal) common
stock as reported on the NASDAQ Global Select Mifteethe period of 10 consecutive trading daysiegan (and including) the last
trading day prior to the date of your terminatidremployment, (y) if the date of your terminatiohemnployment occurs during the
performance period with respect to an award of PBR&hose target value has been established prtbetdate of your termination of
employment, but whose e number of shares of apgpécamployer stock that would be subject to suchrdvbased on achievement of
applicable performance targets has not yet beanagtathen any such award shall be deemed to reare darned and granted assuming
achievement of target performance in respect offiicable performance period immediately priostich date of termination and (z) any
Options that you hold that are




outstanding immediately prior to the date of yarmtination of employment will be valued based agirtBpread (i.e., the positive difference,
if any, of the value of each share of eBay (oerdfie Spin-Off, PayPal) common stock underlyirgy@mption, as determined pursuant to
clause (x) above), less the per share exercise pfisuch Option).

Tax and Other Matters

Section 409AThe Company (or PayPal, as applicable) may withFrolch any amounts payable to you such Federak dtatal or
foreign taxes as shall be required to be withheigpant to any applicable law or regulation. intended that the payments and benefits
provided under this Letter shall comply with theyisions of Section 409A of the Internal Revenuel€of 1986, as amended$éction
409A”) and the regulations relating thereto, or an egigom to Section 409A, and this Letter shall beipteted accordingly. Any payments
or benefits that qualify for the “short-term defdtrexception or another exception under Sectid®déhall be paid under the applicable
exception. Each payment under this Letter willfleated as a separate payment for purposes of 8&@®A. Notwithstanding anything to the
contrary herein, a termination of employment shatlbe deemed to have occurred for purposes opeoysion of this Letter providing for
the payment of amounts or benefits upon or follgndrtermination of employment unless such termimais also a “separation from service”
within the meaning of Section 409A and, for purogkany such provision of this Letter, referenicea “resignation,” “termination,”
“termination of employment” or like terms shall nmeseparation from service. If you become entitted payment of nonqualified deferred
compensation as a result of your termination oflegrpent and at such time you are a “specified egg# (within the meaning of Section
409A and as determined in accordance with the ndelbgy established by the Company (or PayPal, pkcaple) as in effect on your date
termination), such payment will be postponed togkient necessary to satisfy Section 409A, andasamyunts so postponed will be paid in a
lump sum on the first business day that is six m®@aind one day after your separation from serdgcarty earlier date of your death). If the
compensation and benefits provided under this Letbeild subject you to taxes or penalties undeti®e@09A, the Company (or PayPal, as
applicable) and you will cooperate diligently toemmd the terms of this Letter to avoid such taxesmenalties, to the extent possible under
applicable law.

Change in Control Golden Parachute Excise Tadeshe event of a Change in Control, where amaetng firm designated by the
Company (or PayPal, as applicable) determineghieaaggregate amount of the payments and benaditgkut for the application of this
paragraph) would be payable to you under this Letieeement or any other plan, policy or arrangeragthe Company (or PayPal, as
applicable) and any of their affiliates, exceedsdgheatest amount of payments and benefits thdd teupaid or provided to you without
giving rise to any liability for any excise tax ilmged by Section 4999 of the Code (the " Excise")athen you may elect either to (1) pay
Excise Tax and receive all such payments and bsrefimay be payable to you, or (2) only receieeathgregate amount of such payments
and benefits payable or to be provided to youwweaild not exceed the amount that produces theegeatter-tax benefit to you after taking
into account any Excise Tax and other taxes thatdvotherwise be payable by you (such reduced atrafyrayments and benefits, the “
Reduced Benefit Amou”). In the event you elect to receive the Reduced Befinfount, however, the reduction in such paymemtbenefit:
pursuant to the immediately preceding sentencé lseahade in the following order: (1) by reducimysrance payments based on your
Annual Base Salary and Bonus Amount, if any is th&yable, and then (2) by reducing amounts in sgfeany equitypased awards (first
the form of cash payments, if any are due hereyrtiden in respect of any vesting of any such awhaedsunder, and only thereafter in res)
of any vesting of any such awards under any otlzr @r arrangement).

All of us at eBay are very excited about you joqour team and look forward to a beneficial andtfiubrelationship. However, should
any dispute arise with respect to your employmeihe termination of that employment, we both adhed such dispute shall be conclusiv
resolved by final, binding and confidential arbiima rather than by a jury court or administratagency. The Company (or PayPal, as
applicable) will bear those expenses unique tdratimn. Please review the enclosed Mutual Arbitradgreement carefully.

Required Employee Agreementss a condition of your employment with eBay, youst complete both the Mutual Arbitration
Agreement and the enclosed Employee Proprietapyrimdtion and Inventions Agreement prior to commeg@mployment. In part, the
Employee Proprietary Information and Inventions é@gmnent requires that a departing employee refrain tinauthorized use or disclosure
the Company'’s confidential information (as definedhat Agreement). That Agreement does not preadotmer employee from using
know-how and expertise in any new field or positibiotwithstanding anything in that Agreement to toatrary, following any termination
of employment, (i) you will be permitted to retainy personal address book containing contact irddom (whether or not such address book
is maintained on eBay’s systems) and (ii) you nigngn request, provide a reference in respect otamgnt or former employee of eBay. If
you should have any questions about the Employegrietary Information and Inventions Agreementagke call me. Otherwise, please ¢
and date this document and return it to me in tiwdosed envelope.




This Letter, the Mutual Arbitration Agreement, eheé Employee Proprietary Information and Inventidggeement contain the entire
agreement with respect to your employment. Shoaldhave any questions with regard to any of thastendicated above, please call me.
Kindly indicate your consent to this agreementigyisig copies of this Letter, the Mutual Arbitratid\greement, and the Employee
Proprietary Information and Inventions Agreemerd egturning them to me, along with the Insider TngdAgreement certification.

This Letter cannot be assigned without your priditten consent, except that eBay is permitted sigasthis Letter and the obligations
thereunder to PayPal upon consummation of the Sffinfhis Letter can be modified or amended onlyabyritten instrument executed by
eBay (or, following consummation of the Spin-OffyiPal) and you. By signing this Letter, you repngédleat you are not subject to any
agreements that would prevent you from becomingl@yed with our companies. Upon your signature beling will become our binding
agreement with respect to your employment anekites merging and superseding in their entiretgtaler or prior offers, agreements and
communications, whether written or oral, by you #mel Company as to the specific subjects of thiteke

Dan, the Board and | are thrilled by the prospégioa joining us. PayPal has an extraordinary ftand | am confident that you are the
right leader for PayPal at this exciting time.

Very truly yours,

/sl John Donahoe

John Donahoe

President and Chief Executive Officer
eBay Inc.

ACCEPTED:
/sl Daniel Schulman
Daniel Schulman

September 29, 2014

Anticipated Start Date: September 30, 2014




Exhibit 10.03

September 29, 2014

Devin Wenig

c/o eBay Inc.

2065 Hamilton Avenue
San Jose, California 95125

Dear Devin:

eBay Inc. (the ‘Company’ or “ eBay”) is pleased to confirm your continued employmemt the terms and conditions set forth in this
offer letter (this “Letter”), in the exempt position of President, eBay Mapkaces, reporting directly to the President an@éCHxecutive
Officer of eBay. In addition, the Company confirthat if the Company elects to spin-off its whotiyned subsidiary PayPal, Inc. through
dividend of PayPal, Inc. shares to existing shddshre of the Company or through other means%aih-Off"), then you will, effective on the
date of the Spin-Off, become President and Chiefchtive Officer of eBay (such positioneBay CEQ). In the role of eBay CEO, you shall
report solely and directly to the Board of Direstof eBay (the €Bay Board’). The Company will also cause you to be appoirdea
member of the eBay Board, effective immediatelppto the effective date of the Spin-Off, with anteof office no less than that of the
longest term of any other eBay Board member. Fdéosp as you remain eBay CEO, you may be nominatéide eBay Board and, if re-
elected, you shall serve as a member of the eBaydBweithout additional consideration. The terms aodditions of this Letter are subject to
the approval of the Compensation Committee of BeyeBoard (the ‘Compensation Committé&eand will come into effect, subject to such
approval, on the date that eBay announces an ieteggin-Off (the “Announcement Dat®.

Compensation as President, eBay Marketplaces

Cash CompensationAs President, eBay Marketplaces, you will be @ald-weekly salary of $34,615.39, which is equéwvelto an
annualized rate of base salary (yoarthual base salary) of $900,000. You will also be eligible to paipate in the eBay Incentive Plan
(elP) available to employees in positions comparablgotars. Payouts under the plan are based on ingiVachievements as well as
Company performance and are paid on an annual.cyole annual target bonus opportunity (youarget bonus opportunitl) for the elP is
175% of your base salary (calculated on the bdgisecannual base salary actually paid to you dytiire relevant year). To be eligible to
receive any elP bonus, you must be employed fall @dlendar quarter in the applicable fiscal yaad you must be actively employed on the
date the bonus is paid, except as otherwise prdvideein. The payment of any bonus is subjectédalms and conditions of the elP. The
Company reserves the right to amend, change oet#reelP at its sole discretion, provided that@ompany does so for all similarly
situated executives of eBay.

Equity CompensationThe grant of all eBay restricted stock unitR8US’), eBay performance-based restricted stock ufiBERSUs
"), and options to purchase shares of eBay’s comstock (“Options”) described in this Letter is subject to the griapthe Compensation
Committee and subject to your continued employmsiiit an eBay company on the applicable grant daesept as otherwise provided
herein. Awards are described in this Letter asliadealue and the number of shares of eBay comstock subject to each award will be
determined as follows: (i) for RSUs, by dividingettollar value by the average of the closing prafesBay common stock as reported on the
NASDAQ Global Select Market for the period of 1heecutive trading days ending on (and including)l#ist trading day prior to the gre
date (the “Average eBay Closing Pri¢§ and rounding down to the nearest whole numlbeshares of eBay common stock, (ii) for PBRSUSs,
by dividing the earned dollar amount, if any, bg thverage eBay Closing Price, and rounding dowthémearest whole number of shares of
eBay common stock and (iii) for Options, by divigithe dollar value by the Average eBay Closing &muultiplying the resultant total by 3,
and rounding down to the nearest whole number afeshof eBay common stock. The exercise pricelf@pations will be no less than the
fair market value of eBay’s common stock on theliapple date of grant, as determined by the Congtéars Committee.

2014 TopUp Awards. You will be granted a combination of RSUs (th2014 Top-Up RSU Awarg, PBRSUs (the 2014 Top-Up
PBRSU Awar(’), and Options (the 2014 Top-Up Option Awarg and, together with the 2014 Top-Up RSU Award #mgl 2014 Top-Up
PBRSU Award, the 2014 Top-Up Awardy all to be granted under the Company’s 2008 Bguitentive Plan (the Plan™) pursuant to the
terms described in the following paragraphs. Sutt2rop-Up Awards will be granted on theiday of the month following the month in
which the Announcement Date occurs.

You will be granted the 2014 Top-Up RSU Award vala $1,200,000, subject to the terms and conditadrthe Plan, as well as the
terms and conditions of the RSU agreement (whid¢hbeiprovided to you as soon as practicable dftergrant




date). The 2014 Top-Up RSU Award will vest and lmeeamon-forfeitable (assuming your continued emplegthas provided below on each
vesting date) over four years at the rate of 25%aa on each anniversary of the date of grantestibp necessary withholding for applicable
taxes.

You will be granted the 2014 Top-Up PBRSU Awardhttarget value of $2,000,000, subject to the searmd conditions of the Plan,
as well as the terms and conditions of the applicBBRSU agreement (which will be provided to ysisaon as practicable after the grant
date). The 2014 Topp PBRSU Award will be earned based on performaves the period January 1, 2014 through Decembe2@15. Thi
actual number of shares of eBay common stock tibb&subject to the 2014 Top-Up PBRSU Award tagbanted, if any, will be
determined based on achievement during such pefiG@mpany performance goals determined by the @msgtion Committee and will be
subject to the terms and conditions of the perforceglan approved by the Compensation Committee.Z0i4 Top-Up PBRSU Award will
be granted in early 2016 and will vest and becooreforfeitable (assuming your continued employnmanprovided below on each vesting
date) as follows: 50% of the shares subject tathard on the grant date and the remaining 50%eo$liares subject to the award on the first
anniversary of the grant date, subject to necessiimpolding for applicable taxes.

Finally, you will be granted the 2014 Top-Up Optidward valued at $800,000, subject to the termsamdlitions of the Plan, as well
as the terms and conditions of the stock optioeegent (which will be provided to you as soon asficable after the grant date). Gener:
the 2014 Top-Up Option Award will vest and becomereisable (assuming your continued employmentagigied below on each vesting
date) over four years at the rate of 12.5% of tiees subject to the 2014 Top-Up Option Award atehd of the 8 calendar month followir
the grant date, at the end of each month thereafiér respect to an additional 1/48 of the shardgect to the 2014 Top-Up Option Award.

2015 Focal AwardsYou will be granted a combination of RSUs, PBR3ldd Options (collectively, Focal Awards’), pursuant to the
terms described in the following paragraphs, astdmae time that annual 2015 equity awards are gpiantsenior executives of the Company,
expected to be in April, 2015.

You will be granted an award of RSUs valued at 82,000 (the ‘Focal RSU Award), subject to the terms and conditions of the Plan
as well as the terms and conditions of the Foc&) B&eement (which will be provided to you as sasmpracticable after the grant date). The
Focal RSU Award will vest and become non-forfeiga@@ssuming your continued employment as providdoWon each vesting date) over
four years at the rate of 25% a year on each ars@we of the date of grant, subject to necessattyholding for applicable taxes.

You will be granted an award of PBRSUs with a taxgdue of $4,500,000 (thePBRSU Focal Award), subject to the terms and
conditions of the Plans, as well as the terms amditions of the applicable agreement (which wdllgrovided to you as soon as practicable
after the grant date). The PBRSU Focal Award wélidarned based on performance over the period i§abu2015 through December 31,
2016. The actual number of shares of eBay comnuak $hat will be subject to the PBRSU Focal Awardé granted, if any, will be
determined based on achievement during such pefiG@mpany performance goals determined by the éReyd and will be subject to the
terms and conditions of the performance plan apaidoy the eBay Board. The PBRSU Focal Award wilgbented in early 2017 and will
vest and become ndprfeitable (assuming your continued employmemprawided below on the vesting date) as to 100%efshares subje
to the award on the first anniversary of the gdate, subject to necessary withholding for appleadxes.

Finally, you will be granted an Option valued at810,000 (the Focal Option Award), subject to the terms and conditions of the
Plan, as well as the terms and conditions of treaFOption Award agreement (which will be provided/ou as soon as practicable after the
grant date). Generally, the Focal Option Award wilkt and become exercisable (assuming your cattiemployment with an eBay
company on each vesting date) over four yearseatate of 12.5% of the shares subject to the FOptibn Award at the end of the"6
calendar month following the grant date, and, atehd of each month thereafter, with respect tadalitional 1/48 of the shares subject to the
Focal Option Award.

Effects of SpirOff . Upon the Spin-Off, (1) all then outstanding aveatdvering eBay common stockéBay equity awardy granted
to you after the Announcement Date (including tlop-Up Awards, the Focal Awards and the 2015 TopAugrds (as defined below)) that
are outstanding as of the effective date of the-8)f will continue to cover shares of eBay commarckt(with such awards to be adjuster
reflect the impact of the Spin-Off) and (2) eacbrtloutstanding eBay equity award granted to yoar poi the Announcement Date that is
outstanding as of the effective date of the Spifiviif be treated in a manner to be determinedhgyeéBay Board (which may include
conversion of any such award into two awards, drivehich would continue to cover shares of eBay camrstock and one of which would
cover shares of the publicly-traded Pay Pal, Intitye(* PayPal”)). All eBay equity awards converted into awardsering PayPal common
stock following such conversion would be referreés “PayPal equity awards.From and after the Spi®ff, all such awards (whether eB
equity awards or PayPal equity awards) will corgito vest subject to your continued employmentufhoeach applicable vesting date with
eBay and otherwise on terms and conditions detemnlry the Company, but in all events




with respect to the eBay equity awards grantedyaunisto this Letter, such terms and conditionslsbatain consistent with the terms and
conditions of such eBay equity awards as providetthis Letter.

Employee BenefitsYou will be entitled to the employee welfare artirement benefits and perquisites that eBay coatidy makes

available to employees in positions comparableotrry, in accordance with the terms of the benaefit gerquisite plans as in effect from time
to time.

Compensation as eBay CEO

Cash Compensationmmediately upon, and for at least the first tiyeiour months following the Spin-Off, your salaag eBay CEO
shall be at a bi-weekly rate of at least $38,461w84ch is equivalent to an annual base salarylgd®0,000. Also following the Spin-Off, as
eBay CEO you will continue to be eligible to pate in the elP on the same terms and conditienfosth above underCompensation as
President, eBay Marketplac- Cash Compensatidh except that your annual target bonus opportumitgter the elP will be at least 200% of
your base salan

Equity Compensationin connection with the Spin-Off, you will be gtad eBay equity awards pursuant to the Plan, sutgeand
effective immediately prior to, the Spin-Off (th015 Top-Up Awardy. The terms of the grant of the 2015 Top-Up Avavdll be subject
to the approval of the Compensation Committee hadytant will be subject to your continued emplogneith eBay on the applicable grant
date(s). It is currently contemplated that the 20&p-Up Awards will be in the following forms anchaunts, which may be altered by the
Compensation Committee in its discretion, provitteat the 2015 Top-Up Awards shall have an aggregratet date dollar value of
$2,000,000, and vesting schedules that end notlaerthe fourth anniversary of the effective dstehe Spin-Off:

(i) An award of RSUs valued at $600,000, to be tgdminder the Plan €015 Top-Up RSU Awar{, as well as the terms and
conditions of the RSU agreement (which will be pded to you as soon as practicable after the glate). The 2015 Top-Up RSU Award
will vest and become ndforfeitable (assuming your continued employmenhweih eBay company on each vesting date) over fearsyat th
rate of 25% a year on each anniversary of the afageant, subject to necessary withholding for aatile taxes;

(i) An award of PBRSUs with a target value of 10000, to be granted under the Plan (t2015 Top-Up PBRSU Awaty, as well
as the terms and conditions of the PBRSU agree(méri¢ch will be provided to you as soon as practieatiter the grant date). It is expected
that the 2015 Top-Up PBRSU Award will be earnededasn performance over the period January 1, 2@bigh December 31, 2016. The
actual number of shares of eBay common stock tibb&subject to the 2015 Top-Up PBRSU Award tagbanted, if any, will be
determined based on achievement during such pefipdrformance goals determined by the Compens&amnmittee and will be subject to
the terms and conditions of the performance plar@aged by the eBay Board. The 2015 Top-Up PBRSU iwdll be granted in early 2017
and will vest and become non-forfeitable (assunyimgr continued employment with an eBay companyhenviesting date) as follows: 100%
of the shares on the first anniversary of the gdaé, subject to necessary withholding for appliedaxes; and

(iii) An Option award valued at $400,000, to bergeal under the Plan (the2015 Top-Up Option Awarg, as well as the terms and
conditions of the Option agreement (which will leyaded to you as soon as practicable after thetgtate). Generally, the 2015 Top-Up
Option Award will vest and become exercisable (asrg your continued employment with an eBay compamygach vesting date) over four
years at the rate of 12.5% of the shares subjetbet@015 To-Up Option Award at the end of thé"@alendar month following the date of the
completion of the Spin-Off, and, at the end of eaanth thereafter, with respect to an additiondB1df the shares subject to the 2015 Top-
Up Option Award.

At-Will Employment Your employment with the Company is “at-will” aeéther you or the Company may terminate your egmknt
at any time, with or without cause or advance mofiche atwill nature of the employment relationship can obé&/changed (1) while you hc
the position of President, eBay Marketplaces, bigtevr agreement signed by eBay’s President andf &xiecutive Officer or (2) while you
hold the position of eBay CEO, by action of the gBaard.

Severance Protections

Although your employment with the Company shall‘dewill” as set forth above, you may be entitled to severanatection in certai
circumstances, as described below, subject imstances to you executing and not revoking the Gmyip standard form of release (which
shall also contain customary exceptions for yountiooed indemnification and coverage under D&O gieB, exclusions for vested benefits
under retirement and welfare benefit plans andtgducentive plans, and reasonable post-employmmeoperation covenants (but for the
avoidance of doubt no restrictive covenants orrotbgenants imposing limitations on your post-ergpient activities)) (the Releas¢)
within 60 days after the date of your terminatiéreimployment:




Termination Outside a Change in Control Peridél outside a Change in Control Period (as defibelow), your employment is
involuntarily terminated by the Company other tii@nCause (as defined below) or if you voluntarigign for Good Reason (as defined
below), then the Company shall provide you withtte Accrued Benefits (as defined below) and (ljnap sum severance payment, payable
not later than 30 days after you execute the Relaad any revocation period has expired (whicbuéh payment date could straddle two
calendar years, must occur in the later calendan) ym an amount equal to the sum of:

(i) two times the sum of (a) your Annual Base Salas defined below) and (b) your Bonus Amountdefined below); and

(i) notwithstanding any election you may have méaldefer any portion of any RSUs or PBRSUs, a emsbunt equal to the value of
any equity awards that are outstanding and unvested the date of your termination of employmehtal, but for such termination,
otherwise would have become vested pursuant tothgpective vesting schedules within 12 monthiefidhg the date of such termination
(with such value calculated based on the Valuaiissumptions).

Termination During a Change in Control Periodf, during a Change in Control Period, your enyph@nt is involuntarily terminated t
the Company other than for Cause or if you volulytaesign for Good Reason, then the Company ghralide you with (a) the Accrued
Benefits and (b) a lump sum severance paymentbayat later than 30 days after you execute tHed®e and any revocation period has
expired (which, if such payment date could stradidie calendar years, must occur in the later caegdar), in an amount equal to the sum
of:

(i) two times the sum of (a) your Annual Base Sakard (b) your Bonus Amount;

(ii) notwithstanding any election you may have mealdefer any portion of any RSUs or PBRSUSs, a easbunt equal to the value of
all of your equity awards that are outstanding andested as of the date of your termination of eyplent (with such value calculated based
on the Valuation Assumptions).

Special Treatment of Equity Awards on Death/Permabésability

In the event that your employment with eBay terrtesalue to your death or disability (within the mieg of eBay’s long-term
disability plan), within thirty (30) days after tliate of such termination of employment, you welteive a cash payment equal to the value of
any eBay equity awards that were outstanding andstad as of the date of such termination whichfdnsuch termination, otherwise wot
have become vested pursuant to their respectittngeshedules within 24 months following the datsuch termination (with such value
calculated based on the Valuation Assumptions).

Definitions.

“ Accrued Benefits means (a) prompt payment of any accrued but whpanual base salary through the last day of emmoy, (b)
prompt payment of any unreimbursed expenses ingthreugh the last day of employment subject torywompt delivery of all required
documentation of such expenses pursuant to appdiesbployer policies, (c) all other vested paymemsefits or fringe benefits to which
you are entitled under the terms of any applicablapensation arrangement or benefit, equity ogé&ibenefit plan or program or gr:
(excluding any other severance plan, policy or pog or this Letter in accordance with the termswh plan, program or grant, including
any unpaid bonus for any prior fiscal year whestlierwise would have been paid, and (d) a pronatetion of the elP bonus, if any, that you
otherwise would have earned and been paid in respéte fiscal year in which your employment tenaties based on the actual performance
of the company for the full year, with such prothp®rtion calculated based on the period of timeéndusuch fiscal year that you were
employed, relative to the full fiscal year and obhBsed on the company performance element of thesb@uch prorated elP bonus amount, if
any, the “Prorated Bonus). You will receive your Prorated Bonus on the date #il other participants in the elP receive tiedft bonuses i
respect of such fiscal year.

“ Annual Base Salarywill mean an amount equal to $1,000,000 (or sgictater amount as in effect immediately prior taryo
termination date).

“ Bonus Amourit will mean an amount equal to 200% of your Annuas@&alary (or such greater amount as may be edtabtllas you
target bonus payment immediately prior to your {eation date).

“ Cause’ shall mean (a) your failure to attempt in gooifao substantially perform your assigned dut@hber than failure resulting
from your death or incapacity due to physical ontakillness or impairment, which is not remedieithim 30 days after receipt of written
notice from the Company specifying such failurg;ybur indictment for, conviction of or plea nblo conteder¢o any felony (or any other
crime involving fraud, dishonesty or moral turpig)dor (c) your commission of an




act of fraud, embezzlement, misappropriation, wilihisconduct, or breach of fiduciary duty agaitst Company, except good faith expense
account disputes.

“ Change in Control shall mean, for purposes of this Letter, a “ChaimgControl” as such term is defined in the Plarfalowing the
Spin-Off, as such term may be defined (if diffejamder any successor equity incentive plan.

“ Change in Control Perioti means the period that begins 90 days prior td,emds 24 months following, a “Change in Control.”

“Good Reason”’means, without your written consent, any of théofeing events, whereafter you resign your employmwéthin the
periods provided below:

(a) following the Spin-Off, eBay experiences a Gf@im Control, after which you are no longer thee€Executive Officer of the
publicly traded company that is (or owns) eBaywhich case you shall have thirty (30) days follogvBuch Change in Control within which
to resign for “Good Reason”; or

(b) (i) a material reduction in your annual badarga (ii) a material reduction in your annual targponus opportunity under the elP;
(iii) (x) prior to the Spin-Off, a material reduaeti in your authority, duties or responsibilitiesRrgsident, eBay Marketplaces (which would
include your failure to report to the President &idef Executive Officer of eBay), b(§) on and after the Spin-Off, a material reduction
your authority, duties or responsibilities as eB80 (which would include your failure to reportttee eBay Board); or (iv) any other mate
breach by the Company of this Letter. You will eethed to have given consent to the condition(Qridel in any of clauses (i) through (iv)
of this paragraph (c) if you do not provide writtestice to the Company of such Good Reason eveunifisin 60 days from the first
occurrence of such Good Reason event(s), followihigh the Company shall have 30 days to cure suehteand to the extent the Company
has not cured such Good Reason event(s) duringOHaay cure period, you must terminate your emplaynfior Good Reason no later than
60 days following the occurrence of such Good Re@&s@nt(s) by providing the Company 30 days’ pwaitten notice of termination, which
may run concurrently with the Company’s cure period

“ Valuation Assumptiorismeans, collectively, the following assumptions; éach share of eBay (or, with respect to any Bbg&uity
award, PayPal) common stock underlying an awardcahesdue equal to the average of the closing po¢eBay (or, with respect to any
PayPal equity award, PayPal) common stock as megort the NASDAQ Global Select Market for the pend 10 consecutive trading days
ending on (and including) the last trading day iptiothe date of your termination of employmen},ifithe date of your termination of
employment occurs during the performance periotl vaspect to an award of PBRSUs whose target Veadeen established prior to the
date of your termination of employment, but whoaeber of shares of eBay (or, with respect to anyPRbequity award, PayPal) common
stock that would be subject to such award baseathievement of applicable performance targets bagat been granted, then any such
award shall be deemed to have been earned anédrasguming achievement of target performancesjpexd of the applicable performance
period immediately prior to such date of terminatamd (z) any Options that you hold that are ontlitey immediately prior to the date of
your termination of employment will be valued basedtheir spread (i.e., the positive differencerif/, of the value of each share of eBay
with respect to any PayPal equity award, PayPat)nson stock underlying the Option, as determinedyamt to clause (x) above), less the
per share exercise price of such Option).

Tax and Other Matters

Section 409AThe Company may withhold from any amounts payablou such Federal, state, local or foreign taseshall be
required to be withheld pursuant to any applicddleor regulation. It is intended that the paymeartd benefits provided under this Letter
shall comply with the provisions of Section 409Atloé Internal Revenue Code of 1986, as amend&édtion 409A) and the regulations
relating thereto, or an exemption to Section 4087 this Letter shall be interpreted accordinglgy Adayments or benefits that qualify for
“short-term deferralexception or another exception under Section 408 ®e paid under the applicable exception. Eaghent under th
Letter will be treated as a separate payment fgugaes of Section 409A. Notwithstanding anythinght contrary herein, a termination of
employment shall not be deemed to have occurreduposes of any provision of this Letter providingthe payment of amounts or bene
upon or following a termination of employment uslesich termination is also a “separation from sefuvithin the meaning of Section 40!
and, for purposes of any such provision of thigdrereferences to a “resignation,” “terminatioftgrmination of employment” or like terms
shall mean separation from service. If you beconii¢led to a payment of nonqualified deferred congagion as a result of your termination
of employment and at such time you are a “spec#imployee” ithin the meaning of Section 409A and as deterchineaccordance with tl
methodology established by the Company as in effegtour date of termination), such payment willpjestponed to the extent necessary to
satisfy Section 409A, and any amounts so postpailetde paid in a lump sum on the first businesyg that is six months and one day after
your separation from service (or any earlier dditgoor death). If the compensation and benefitvigied under this Letter would subject y
to taxes or




penalties under Section 409A, the Company and yibweoperate diligently to amend the terms of thétter to avoid such taxes and
penalties, to the extent possible under applicklvie

Change in Control Golden Parachute Excise Takethe event of a Change in Control, where an aciiog firm designated by the
Company determines that the aggregate amount gfayiments and benefits that (but for the applicatibthis paragraph) would be payable
to you under this Letter agreement or any othem,palicy or arrangement of the Company and artheif affiliates, exceeds the greatest
amount of payments and benefits that could be @apfovided to you without giving rise to any lilityi for any excise tax imposed by
Section 4999 of the Code (the * Excise Taxhen you may elect either to (1) pay the Exdise and receive all such payments and benefits
as may be payable to you, or (2) only receive tgregate amount of such payments and benefits feagako be provided to you that would
not exceed the amount that produces the greatesttak benefit to you after taking into accouny &xcise Tax and other taxes that would
otherwise be payable by you (such reduced amoupdyrhents and benefits, th&educed Benefit Amouit In the event you elect to
receive the Reduced Benefit Amount, however, tdecton in such payments or benefits pursuantedrtimediately preceding sentence
shall be made in the following order: (1) by reducseverance payments based on your Annual BaaeySald Bonus Amount, if any is then
payable, and then (2) by reducing amounts in reésgfeany equity-based awards (first in the forrcash payments, if any are due hereunder,
then in respect of any vesting of any such awaedsunder, and only thereafter in respect of anjing®sf any such awards under any other
plan or arrangement).

All of us at eBay are very excited about your coméd role at eBay and look forward to a continueddicial and fruitful relationship.
However, should any dispute arise with respecotar gmployment or the termination of that employmere both agree that such dispute
shall be conclusively resolved by final, bindinglaronfidential arbitration rather than by a juryidoor administrative agency. The Company
will bear those expenses unique to arbitration hSarbitration shall be conducted pursuant to thmdeof the Mutual Arbitration Agreement
that you and the Company previously executed.

Required Employee AgreemenBy signing this letter, you agree that the Mutlebitration Agreement and the Employee Proprietary
Information and Inventions Agreement that you poegly executed shall continue in full force andeeff As you know, in part, the Employ
Proprietary Information and Inventions Agreememjuiecs that a departing employee refrain from umaized use or disclosure of the
Company’s confidential information (as definedhatt Agreement). That Agreement does not preveotragr employee from using know-
how and expertise in any new field or position.

This Letter, the Mutual Arbitration Agreement, eheé Employee Proprietary Information and Inventidggeement contain the entire
agreement with respect to your employment. Shoaldhave any questions with regard to any of thestendicated above, please call me.
Kindly indicate your consent to this agreementigyisig a copy of this Letter and returning it to.me

This Letter cannot be assigned without your pridtten consent. This Letter can be modified or adeehonly by a written instrument
executed by eBay and you. Upon your signature hettow will become our binding agreement with retfe your employment and its terms
merging and superseding in their entirety all othreprior offers, agreements and communicationstiadr written or oral, by you and the
Company as to the specific subjects of this Letteluding without limitation the offer letter beég&n you and the Company dated August 30,
2011.

Devin, the Board and | are very pleased with whatave accomplished so far and we are thrilled tafheuprospect of your eventual
appointment as the President and Chief Executifieéfof eBay. eBay has an extraordinary future bach confident that you are the right
leader for eBay at this exciting time.

Very truly yours,

/s/ John Donahoe

John Donahoe

President and Chief Executive Officer
eBay Inc.

ACCEPTED:
/sl Devin Wenig
Devin Wenig

September 29, 2014
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eBay Inc.

Computation of Ratio of Earnings to Fixed Charges
(In millions, except ratio data)

Exhibit 12.01

Nine Months Ended September 30,

2014 2013
Income Before Income Taxes, Noncontrolling Inteeesd Income/Loss of Equity
Method Investees $ 2,500 % 2,44¢
Add: Fixed Charge® 12¢ 122
Earnings® $ 2,62¢ % 2,571
Fixed Charge® $ 126 % 122
Ratio of Earnings to Fixed Charges 20.5 x 21.1 x

Fixed Charges consist of interest expenseocanéstimate of an appropriate portion of rentefgesentative of the interest factor. The

estimate of interest within rental expense is estit to be one-third of rental expense.

Earnings consist of income before income tareacontrolling interest and equity in income asdes of equity method investees plus

Fixed Charges.



Exhibit 31.01

CERTIFICATION OF CHIEF EXECUTIVE OFFICER,
AS REQUIRED BY SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002.

[, John J. Donahoe, certify that:
1. I have reviewed this report on Form 10-Q of eBay;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or dn#tate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant's other certifying officer(s) drate responsible for establishing and maintaimiisglosure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedoites designed under our
supervision, to ensure that material informatidatneg to the registrant, including its consolidhgbsidiaries, is made known to us by
others within those entities, particularly durimg period in which this report is being prepared;

b) Designed such internal control over financiglaing, or caused such internal control over fiahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) Evaluated the effectiveness of the registrali$slosure controls and procedures and presentiisineport our conclusions
about the effectiveness of the disclosure conaintprocedures, as of the end of the period coumyehlis report based on such
evaluation; and

d) Disclosed in this report any change in the tegig's internal control over financial reportitgit occurred during the
registrant's most recent fiscal quarter (the regig's fourth fiscal quarter in the case of an ahneport) that has materially affected, or
is reasonably likely to materially affect, the gant's internal control over financial reportiagd

5. The registrant's other certifying officer(s) drithve disclosed, based on our most recent evafuat internal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@ispersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal corttvelr financial reporting
which are reasonably likely to adversely affectibgistrant's ability to record, process, summaaize report financial information; a

b) Any fraud, whether or not material, that invaweanagement or other employees who have a sigmifiole in the registran
internal control over financial reporting.

/s/ John J. Donahoe

John J. Donahoe

President and Chief Executive Officer
(Principal Executive Officer)

Date: October 16, 2014



Exhibit 31.02

CERTIFICATION OF CHIEF FINANCIAL OFFICER,
AS REQUIRED BY SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002.

I, Robert H. Swan, certify that:
1. I have reviewed this report on Form 10-Q of eBay;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or dn#tate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to the period
covered by this report;

3. Based on my knowledge, the financial statemeamis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant's other certifying officer(s) drate responsible for establishing and maintaimiisglosure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedoites designed under our
supervision, to ensure that material informatidatneg to the registrant, including its consolidhgbsidiaries, is made known to us by
others within those entities, particularly durimg period in which this report is being prepared;

b) Designed such internal control over financiglaing, or caused such internal control over fiahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) Evaluated the effectiveness of the registrali$slosure controls and procedures and presentiisineport our conclusions
about the effectiveness of the disclosure conaintprocedures, as of the end of the period coumyehlis report based on such
evaluation; and

d) Disclosed in this report any change in the tegig's internal control over financial reportitgit occurred during the
registrant's most recent fiscal quarter (the regig's fourth fiscal quarter in the case of an ahneport) that has materially affected, or
is reasonably likely to materially affect, the gant's internal control over financial reportiagd

5. The registrant's other certifying officer(s) drithve disclosed, based on our most recent evafuat internal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@ispersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal corttvelr financial reporting
which are reasonably likely to adversely affectibgistrant's ability to record, process, summaaize report financial information; a

b) Any fraud, whether or not material, that invaweanagement or other employees who have a sigmifiole in the registran
internal control over financial reporting.

/s/Robert H. Swan

Robert H. Swan

Senior Vice President, Finance and Chief FinanGéicer
(Principal Financial Officer)

Date: October 16, 2014



Exhibit 32.01

CERTIFICATION OF CHIEF EXECUTIVE OFFICER,
AS REQUIRED BY SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002.

[, John J. Donahoe, hereby certify pursuant to 1I8.C. Section 1350 adopted pursuant to Sectioro®@& Sarbanes-Oxley Act of 2002 that:

(i) The accompanying quarterly report on Form 1@£the quarter ended September 30, 2014 fully dm®pvith the requirements of
Section 13(a) or Section 15(d) of the SecuritieshHaxge Act of 1934, as amended; and

(ii) The information contained in such report faigresents, in all material respects, the finamgaldition and results of operations of
eBay Inc.

/s/ John J. Donahoe

John J. Donahoe

President and Chief Executive Officer
(Principal Executive Officer)

Date: October 16, 2014

The foregoing certification is being furnished $pleursuant to 18 U.S.C. Section 1350 and is noighéled as part of this report.



Exhibit 32.02

CERTIFICATION OF CHIEF FINANCIAL OFFICER,
AS REQUIRED BY SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002.

I, Robert H. Swan, hereby certify pursuant to 18.0. Section 1350 adopted pursuant to Section B dBarbanes-Oxley Act of 2002 that:

(i) The accompanying quarterly report on Form 1@6the quarter ended September 30, 2014 fully d@mmpvith the requirements of
Section 13(a) or Section 15(d) of the Securitiesiaxnge Act of 1934, as amended; and

(ii) The information contained in such report fpigresents, in all material respects, the finammialdition and results of operations of
eBay Inc.

/s/ Robert H. Swan

Robert H. Swan

Senior Vice President, Finance and Chief FinanGéicer
(Principal Financial Officer)

Date: October 16, 2014

The foregoing certification is being furnished $pleursuant to 18 U.S.C. Section 1350 and is noighfled as part of this report.



