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PART I: FINANCIAL INFORMATION

Item 1: Financial Statements

eBay Inc.

CONDENSED CONSOLIDATED BALANCE SHEET

ASSETS

Current assett

Cash and cash equivalel

Shor-term investment

Accounts receivable, n

Loans receivable, ni

Funds receivable and customer accol

Other current asse

Total current asse

Long-term investment
Property and equipment, r
Goodwill
Intangible assets, n
Other asset

Total asset

LIABILITIES AND STOCKHOLDERS ' EQUITY

Current liabilities:
Accounts payabl
Funds payable and amounts due to custo
Accrued expenses and other current liabili
Deferred revenue and customer advai
Income taxes payab
Borrowings from credit agreeme

Total current liabilities
Deferred and other tax liabilities, r
Other liabilities

Total liabilities
Stockholder equity:

Common stock, $0.001 par value; 3,580,000 sharemared; 1,282,025 and 1,290,130 shares

outstanding
Additional paic-in capital
Treasury stock at cost, 188,200 and 188,243 sl
Retained earning
Accumulated other comprehensive inca
Total stockholder equity
Total liabilities and stockholde’ equity

December 31 June 30,
2008 2009
(in thousands, except par value amounts)
(Unaudited)
$ 3,188,92! $ 2,573,61
163,73¢ 441,20:
435,19’ 422,14!
570,07: 507,11(
1,467,96: 1,905,87.
460,69¢ 399,95!
6,286,59! 6,249,901
106,17¢ 119,65¢
1,198,71. 1,254,76!
7,025,39: 7,796,09
736,13 954,36
239,42¢ 191,51(
$15,592,43 $16,566,28
$ 170,33: $ 186,49:
1,467,96: 1,905,87.
784,77 984,17:
181,59¢ 215,72¢
100,42 38,10:
1,000,001 400,00(
3,705,08 3,730,36.
753,96¢ 859,68
49,52¢ 54,66¢
4,508,58: 4,644,71
1,47( 1,47¢
9,585,85. 9,777,65!
(5,376,97)) (5,377,09)
5,970,02 6,654,47!
903,48" 865,05
11,083,85. 11,921,57
$15,592,43 $16,566,28

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

CONDENSED CONSOLIDATED STATEMENT OF INCOME

Net revenue
Cost of net revenue
Gross profil
Operating expense
Sales and marketir
Product developmel
General and administrati
Provision for transaction and loan los
Amortization of acquired intangible ass
Restructuring
Total operating expens
Income from operatior
Interest and other income (expense),
Income before income tax
Provision for income taxe
Net income

Net income per shar
Basic

Diluted

Weighted average share
Basic

Diluted

Three Months Ended June 30

Six Months Ended June 30

2008 2009 2008 2009
(in thousands, except per share amounts)
(Unaudited)

$2,195,66: $2,097,99. $4,387,88. $4,118,57:
562,10: 591,77 1,087,51! 1,165,15!
1,633,55! 1,506,21! 3,300,36! 2,953,41!
496,88: 464,50( 1,011,43 867,81¢
186,79: 198,40: 363,55! 399,91¢
263,16: 257,49¢ 544,88: 525,78
86,43¢ 92,68 172,60: 173,91!
54,91¢ 63,79t 109,75: 127,26:
— 17,65 — 24,26¢
1,088,19: 1,094,53| 2,202,22! 2,118,96!
545,36° 411,68¢ 1,098,14. 834,45;
22,76¢ (4,529 49,51( 13,56:
568,13¢ 407,16( 1,147,65 848,01¢
(107,789 (79,819 (227,59) (163,567
$ 460,34! $ 327,34. $ 920,060 $ 684,45!
$ 03¢ % 0.2¢% 0.7¢C % 0.5¢
$ 0.3t % 0.2t 0.6¢ % 0.5¢
1,312,00° 1,288,81! 1,322,85. 1,286,40
1,325,13! 1,300,43 1,334,51 1,294,21!

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

CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE | NCOME

Net income

Other comprehensive inconr
Foreign currency translatic

Unrealized (losses) gains on investments
Unrealized gains (losses) on hedging activi
Tax benefit (provision) on above iter

Net change in accumulated other comprehensive) (lossme

Comprehensive incorr

Three Months Ended June 30 Six Months Ended June 30
2008 2009 2008 2009
(in thousands)
(Unaudited)

$ 460,348 $ 327,34: $ 920,06 $684,45!
(38,399 351,23 230,24: (44,98Y
(41,786 67,63  (317,47) 84,92.
1,73( (47,035 (7,976 (46,100
16,64+ (25,412 123,51 (32,26%)
(61,806) 346,41! 28,30¢ (38,437

$ 398,53¢ $ 673,757 $948,37. $646,02

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

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

Cash flows from operating activitie
Net income
Adjustments
Provision for transaction and loan los
Depreciation and amortizatic
Stoclk-based compensatic
Changes in assets and liabilities, net of acquisiéffects
Net cash provided by operating activit
Cash flows from investing activitie
Purchases of property and equipment,
Changes in principal loans receivable,
Purchases of investmer
Maturities and sales of investmel
Acquisitions, net of cash acquir
Other
Net cash used in investing activiti
Cash flows from financing activitie
Proceeds from issuance of common stock
Repurchases of common stock,
Excess tax benefits from st-based compensatic
Tax witholdings related to net share settlementgstricted stock awards and ur
Net payments under line of cre
Net cash used in financing activiti
Effect of exchange rate changes on cash and cashaénts
Net decrease in cash and cash equiva
Cash and cash equivalents at beginning of pe
Cash and cash equivalents at end of pe

Supplemental cash flow disclosur
Cash paid for intere:
Cash paid for income tax
Non-cash investing and financing activitit
Common stock options assumed pursuant to acquat

The accompanying notes are an integral part oktheadensed consolidated financial statements.
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Six Months Ended June 30

2008 2009
(in thousands)
(Unaudited)

$ 920,06 $ 684,45

172,60: 173,91!

339,33¢ 395,09

179,23( 210,28(

(106,58f) (64,499

1,504,64! 1,399,24!

(256,32) (219,389

— 31,73t

(23,929) (52,457

32,70; 5,94«

(159,06 (1,209,43)

(51,209 15,41°¢

(457,81) (1,428,18)

98,71¢ 35,73t

(1,554,69) —
3,82¢ 16
(13,949 (19,417
(200,000 (600,00()
(1,666,09) (583,66.)
94,09¢ (2,71])
(525,16 (615,31)
4,221,19: 3,188,92
$ 3,696,02! $2,573,61
$ 1,052 $ 5,45¢
$ 263,76: $ 227,83
4,39¢ 5,361



eBay Inc.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

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

eBay Inc. (“eBay”) was incorporated in CalifornfaMay 1996, and reincorporated in Delaware in Ap8i98. eBay's purpose is to
pioneer new communities around the world, builcommerce, sustained by trust, and inspired by dppity. eBay brings together millions of
buyers and sellers every day on a local, nationdliaternational basis through an array of webs#Bay provides online marketplaces for the
sale of goods and services, online payment seraicédnline communication offerings to a diversegwnity of individuals and businesses.

We operate three primary business segments: Mdakety Payments and Communications. Our Marketplsegment provides the
infrastructure to enable global online commercamariety of platforms, including the tradition&ay.com platform, our other online
platforms, such as our online classifieds busiresag secondary tickets marketplace (StubHub)paline shopping comparison website
(Shopping.com), our apartment listing service platf (Rent.com), as well as our fixed price mediakatplace (Half.com). Our Payments
segment is comprised of our online payment solstidayPal and Bill Me Later (which we acquired invimber 2008). Our Communications
segment, which consists of Skype, enables Intemm@munications between Skype users and providesdsivconnectivity to traditional fixed-
line and mobile telephones.

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 consolidatedidigsies.

Use of estimates

The preparation of condensed consolidated finastaéments in conformity with U.S. generally acedpccounting principles requires
management to make estimates and assumptiondfinetttae reported amounts of assets and liakslisied disclosure of contingent assets and
liabilities at the date of the consolidated finahatatements and the reported amounts of revemesexpenses during the reporting period. On
an ongoing basis, we evaluate our estimates, imgutiose related to provisions for transaction ke losses, legal contingencies, income
taxes, revenue recognition, stock-based compemnsatid the recoverability of goodwill and intangibkesets. We base our estimates on
historical experience and on various other assumgtihat we believe to be reasonable under therostances. Actual results could differ fr
those estimates.

Principles of consolidation and basis of presermtati

The accompanying financial statements are congelidand include the financial statements of eBalyaur majorityowned subsidiarie
All significant intercompany balances and transattihave been eliminated in consolidation. We tevaduated all subsequent events through
the date the financial statements were issued.

The condensed consolidated financial statementsdacl00% of the assets and liabilities of thesgritg-owned subsidiaries and the
ownership interests of minority investors are releoras a non-controlling interest. Investmentsivepe entities where we hold 20% or more
but less than a 50% ownership interest are accddateaising the equity method of accounting andittvestment balance is included in long-
term investments, while our share of the investezsilts of operations is included in interest atiger income (expense), net. Investments in
private entities where we hold less than a 20% ositig interest and where we do not have the ahditsignificantly influence the operations
of the investee are accounted for using the cotiadeof accounting, where our share of the investesults of operations is not included in
our condensed consolidated statement of incomethencdost basis of our investments is includedigiterm investments.

Recent Accounting Pronouncements

We adopted Financial Accounting Standards No. REvised 2007)Business CombinatiofffAS 141(R)), on January 1, 2009. FAS 141
(R) establishes principles and requirements for howacquirer in a business combination recognirdgr@easures in its financial statements
identifiable assets acquired, liabilities assungad any noncontrolling interests in the acquirsayall as the goodwill acquired. Significant
changes from current practice resulting from FA$(BJ include the expansion of the definitions dbasiness” and a “business combination.”
For all business combinations (whether partial,dulstep acquisitions), the acquirer will reco@% of all assets and liabilities of the acqui
business, including goodwill, generally at their faalues; contingent consideration will be recagui at its fair value on the acquisition date
and, for certain arrangements, changes in fairevalill be recognized in earnings until settlememi;l acquisition-related transaction and
restructuring costs will be expensed rather theatéd as part of the cost of the acquisition. FASR) also establishes disclosure requirem
to enable users to evaluate the nature and



financial effects of the business combination. &tleption of FAS 141(R) did not have a material iotgan our consolidated financial
statements.

We adopted Financial Accounting Standards No. Nabcontrolling Interests in Consolidated Financ&htements — An amendment of

ARB No. 5(FAS 160) on January 1, 2009. FAS 160 amends AdowyResearch Bulletin No. 51, “Consolidated FinahStatements,” to
establish accounting and reporting standards ®ntincontrolling interest in a subsidiary and fag deconsolidation of a subsidiary. It clari
that a noncontrolling interest in a subsidiary, ethis sometimes referred to as minority interesg, third-party ownership interest in the
consolidated entity that should be reported as@poment of equity in the consolidated financiatesteents. Among other requirements,
FAS 160 requires the consolidated statement ofirecto be reported at amounts that include the ata@ittributable to both the parent and the
noncontrolling interest. FAS 160 also requires ldisare on the face of the consolidated statemeimooine of the amounts of consolidated net
income attributable to the parent and to the notrotimg interest. The adoption of FAS 160 did halve a material impact on our consolidated
financial statements.

We adopted Financial Accounting Standards Boartf Btsition (FSP) No. 157-Effective Date of Financial Accounting Standards
Board (‘(FASB”) Statement No. 157'FSP FAS 157-2"), on January 1, 2009. FSP FAS 25i&lays the effective date of FAS 157 by one year
for all nonfinancial assets and nonfinancial liata, except those recognized or disclosed aw/lire in the financial statements on a recurring
basis. We adopted the provisions of Financial Aatiog Standards No. 15Fair Value Measurementty non-financial assets and non-
financial liabilities (see “Note 6 — Fair Value Maaement of Assets and Liabilities” for additioirg#brmation). The adoption of FSP 157-2
did not have a material impact on our consolidéiteghcial statements.

We adopted Financial Accounting Standards No. 1@lisclosures about Derivative Instruments and Heddhativities” (FAS 161) on
January 1, 2009. FAS 161 amends and expands ttlesiise requirements of FAS 133Atcounting for Derivative Instruments and Hedging
Activities,” and requires qualitative disclosures about dbjes and strategies for using derivatives, quatiié disclosures about fair value
amounts of gains and losses on derivative instrésnand disclosures about credit-righated contingent features in derivative agreeméltie
adoption of FAS 161 did not have a material immacbur consolidated financial statements.

We adopted FASB Staff Position FAS 142-Hétermination of Useful Life of Intangible Asse{ESP 142-3) in the second quarter of
2009. FSP 142-3 amends the factors that shouldtsdered in developing the renewal or extensisnmptions used to determine the useful
life of a recognized intangible asset under FAS, 142o0odwill and Other Intangible AssetsFSP 142-3 also requires expanded disclosure
regarding the determination of intangible assetuldi@es. The adoption of FSP 142-3 did not havaaterial impact on our consolidated
financial statements.

We adopted FSP No. 141RAgcounting for Assets Acquired and Liabilities Assd in a Business Combination That Arise from
ContingenciegFSP 141R-1), on January 1, 2009. FSP 141R-1 ambagsovisions in FASB Statement 141R for thdahitecognition and
measurement, subsequent measurement and accoamthdisclosures for assets and liabilities arifiom contingencies in business
combinations. FSP 141R-1 eliminates the distinctietween contractual and noontractual contingencies, including the initiadagnition an
measurement criteria in FASB Statement 141R artdadscarries forward most of the provisions in SHAS for acquired contingencies. The
adoption of FSP No. 141R-1 did not have a matériphct on our consolidated financial statements.

We adopted Financial Accounting Standards No. $&bsequent EvenfSAS 165), in the second quarter of 2009. FAS 1€8&Hdishes
the accounting for and disclosure of events thatipafter the balance sheet date but before fishstatements are issued or are available to be
issued. It requires the disclosure of the dateutinovhich an entity has evaluated subsequent ewentthe basis for that date, that is, whether
that date represents the date the financial statisweere issued or were available to be issued: e@ciples of consolidation and basis of
presentatior” included in “Note 1 — The Company and Summangafnificant Accounting Policies” for the relatedsdiosure. The adoption
of FAS 165 did not have a material impact on oursohidated financial statements.

In June 2009, the FASB issued Statement of FinhAcieounting Standard (SFAS) No. 168he FASB Accounting Standard Codifical
and the Hierarchy of the Generally Accepted AccimgnPrinciples — a replacement of SFAS No. ($2AS 168), to become the source of
authoritative U.S. generally accepted accountimgciples (“GAAP”) recognized by the FASB to be apglby nongovernmental entities.
SFAS 168 is effective for financial statements éstor interim and annual periods ending after &aper 15, 2009. We do not believe the
adoption of SFAS 168 will have a material impactoom consolidated financial statements.

Note 2 — Net Income Per Share

Basic net income per share is computed by divitlregnet income for the period by the weighted ayerumber of common shares
outstanding during the period. Diluted net incoree ghare is computed by dividing the net incometerperiod by the weighted average
number of shares of common stock and potentialiytide common stock outstanding during the peribioe dilutive effect of outstanding
options and restricted stock is reflected in diduearnings per share by application of the treastogk
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method. The calculation of diluted net income gere excludes all anti-dilutive shares. The follogvtable sets forth the computation of basic
and diluted net income per share for the periodaied (in thousands, except per share amounts):

Three Months Ended Six Months Ended
June 30, June 30,
2008 2009 2008 2009
Numerator:
Net income $ 460,34! $ 327,34. $ 920,060 $ 684,45!
Denominator
Weighted average common sha— basic 1,312,00 1,288,81! 1,322,85. 1,286,40
Dilutive effect of equity incentive plar 13,12¢ 11,61¢ 11,66¢ 7,812
Weighted average common sha— diluted 1,325,131 1,300,43. 1,334,51 1,294,21!
Net income per shar
Basic $ 03t % 028 § 0.7C % 0.5¢
Diluted $ 0.3 3 0.2t $ 0.6 % 0.5¢
Common stock equivalents excluded from income fetetdl share because th
effect would have been a-dilutive 87,38¢ 105,00« 89,25( 113,93t

Note 3 — Business Combinations
Acquisition of Gmarket Inc.

On June 15, 2009, we acquired 99.0% of the outstgrecurities of Gmarket Inc. (“Gmarket”), a comparganized under the laws of
the Republic of Korea (“Korea”). We paid $24 pecisdty, net to the holders in cash, through a d¢asler offer resulting in a total cash
purchase price of approximately $1.2 billion. Gnedris a retail ecommerce marketplace in Korea,ismtluded in our Marketplaces segmi
The rationale for acquiring Gmarket was to credemading ecommerce business in South Korea andtioph for expansion throughout Asia.

The fair value of Gmarket's stock options assumed determined using the Black-Scholes model. Tineddue of the non-controlling
interest was determined based on the number oésimld by minority securityholders multiplied e toffer price of $24 per security. The
following table summarizes the consideration paid@market (in thousands):

Cash $1,209,43:
Assumed stock optior 5,361
Fair value of total consideratic 1,214,79.
Fair value of no-controlling interes 12,17«
Total $1,226,96!

The purchase price was allocated to the tangildetagnd intangible assets acquired and liabiktissimed based on their estimated fair
values on the acquisition date, with the remainingllocated purchase price recorded as goodwil. falr value assigned to identifiable
intangible assets acquired has been determinedplynby using the income approach and variatiothefincome approach known as the p
allocation method, which discounts expected futagh flows to present value using estimates andrggfons determined by management.
Purchased identifiable intangible assets are apsaitbn a straight-line basis over their respeatseful lives. Our preliminary allocation of the
purchase price is summarized in the table belowh@uisands):

Net assets acquire $ 50,52¢
Goodwill 797,94¢
Trade nam 264,60«
User bast 76,51:
Developed technolog 33,07¢
Other intangible asse 4,304

Total $1,226,96!

Our estimated useful life of the identifiable ingénle assets acquired is three years for develtgrthology, five years for the trade ne
and user base and one year for other intangibles allocation of the purchase price for the actjaisihas been prepared on a preliminary k
and changes to that allocation may occur as additioformation becomes available.

8



Gmarket's financial results have been includedunawndensed consolidated statement of income aisnaf 16, 2009. The amount of
revenue and earnings included in the condensedlidated income statement for the three and sixthmanded June 30, 2009 were not
significant to the respective periods. The nonaliig ownership interest in Gmarket is includedhuiditional paid-in capital in our condensed
consolidated balance sheet. Earnings attributabd@mncontrolling interests for the three and sixathe ended June 30, 2009 were not
significant to the respective periods. The respiltgperations of Gmarket for periods prior to oogaisition of Gmarket were not material to
our condensed consolidated statement of incomeamedydingly, pro forma results of operations hastbeen presented.

Note 4 — Goodwill and Intangible Assets
Goodwill

The following table presents goodwill balances Hr@lmovements for each of our reportable segmenisglthe six months ended
June 30, 2009 (in thousands):

December 31

Goodwill June 30,
2008 Acquired Adjustments 2009
Reportable segment
Marketplace: $3,053,13"  $797,94t $ (16,100  $3,834,97
Payment: 2,163,05 — (7,467 2,155,59.
Communication: 1,836,56: — (3,685 1,832,87

$7,052,75! $797,94¢ $ (27,259  $7,823,45

Investments accounted for under the equity metli@t@ounting are classified on our balance shektrasterm investments. Such
investments include identifiable intangible asseétderred tax liabilities and goodwill. As of Decleen 31, 2008 and June 30, 2009, the
goodwill related to our equity investments, inclddgbove, was approximately $27.4 million.

The adjustments to goodwill during the six monthdexl June 30, 2009 were due primarily to foreigmency translation.

Intangible Assets
The components of identifiable intangible assetsagrfollows (in thousands, except years):

December 31, 2008 June 30, 2009
Weighted Weighted
Gross Accumulated Net Average Gross Net Average
Carrying Carrying Useful Carrying Accumulated Carrying Useful

Amount Amortization Amount Life Amount Amortization Amount Life

(years) (years)

Intangible asset:
Customer lists and user be $ 756,82¢ $(415,23f) $341,59: 6 $ 837,36 $ (480,12() $357,24° 6
Trademarks and trade nar 638,93(  (393,35) 245,57 5 888,69( (454,74Y)  433,94! 5
Developed technologie 199,89 (111,97 87,92( 3 226,53 (132,219 94,31t 3
All other 126,38: (64,809  6157¢ 4 148,65 (79,729  6893( 4
$1,722,03. $(985,36) $736,66¢ $2,101,24 $(1,146,81) $954,43"

As of December 31, 2008 and June 30, 2009, theargting amount of intangible assets related toemuity investments included above
was approximately $532,500 and $76,100, respegtivdl of our identifiable intangible assets ardmct to amortization. Aggregate
amortization expense for intangible assets wasdh®dlion and $81.0 million for the three monthgded June 30, 2008 and 2009, respectively.
Aggregate amortization expense for intangible assets $128.9 million and $161.4 million for the sbonths ended June 30, 2008 and 2009,
respectively.

Expected future intangible asset amortization femqguisitions completed as of June 30, 2009 is l&safe (in thousands):

Fiscal Years
2009 (remaining six month $180,22¢
2010 266,68:
2011 170,62:
2012 136,10!
2013 112,82¢
Thereaftel 30,52

$896,98t



Note 5 — Segments

Operating segments are based upon our internahizagaon structure, the manner in which our operstiare managed, the criteria used
by our Chief Operating Decision Maker to evaluagmsent performance and the availability of sepdmtacial information. We have three
operating segments: Marketplaces, Payments and Qaioations.

The following tables summarize the financial pemfance of our operating segments (in thousands):

Three Months Ended June 30, 2008

Marketplaces Payments Communications Consolidated

Net revenues from external custom $1,458,03. $601,79¢ $ 135,83' $2,195,66
Direct costs 819,60¢ 484,52. 109,76¢ 1,413,901
Direct contributior $ 638,42 $117,27. $ 26,06¢ 781,76
Operating expenses and indirect costs of net res 236,39
Income from operation 545,36
Interest and other income, r 22,76¢
Income before income tax $ 568,13:

Three Months Ended June 30, 200

Marketplaces Payments Communications Consolidated

Net revenues from external custom $1,258,69! $669,30. $ 169,99: $2,097,99
Direct costs 724,34! 561,55 129,86! 1,415,76.
Direct contributior $ 534,35: $107,74 $ 40,127 682,22¢
Operating expenses and indirect costs of net reas 270,53¢
Income from operation 411,68¢
Interest and other expense, (4,529
Income before income tax $ 407,16(
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Six Months Ended June 30, 200

Marketplaces Payments Communications Consolidated

Net revenues from external custom $2,942,34  $1,183,37. $ 262,160 $4,387,88
Direct costs 1,651,68! 933,51 217,11 2,802,322
Direct contributior $1,290,65! $ 249,85¢ $ 45,04¢ 1,585,56:
Operating expenses and indirect costs of net reas 487,42(
Income from operation 1,098,14.
Interest and other income, r 49,51(
Income before income tax $1,147,65

Six Months Ended June 30, 200

Marketplaces Payments Communications Consolidated

Net revenues from external custom $2,483,141 $1,312,25¢ $ 323,17 $4,118,57
Direct costs 1,395,95! 1,092,52: 246,78( 2,735,26:
Direct contributior $1,087,188 $§ 219,73t $ 76,391 1,383,31!
Operating expenses and indirect costs of net res 548,86.
Income from operatior 834,45!
Interest and other income, r 13,56!
Income before income tax $ 848,01¢

Direct contribution consists of net revenues frottemal customers less direct costs. Direct costiside specific costs of net revenues,
sales and marketing expenses, and general andiattatime expenses, such as advertising and matgkptiograms, customer support exper
bank charges, Bill Me Later related interest chaygée operations expenses, product developm@eners, billing operations, certain
technology and facilities expenses, transactioreeges and provision for transaction and loan logsgsenses such as our corporate center
costs (consisting of certain costs such as corpona@nagement, human resources, finance and legatytization of intangible assets, and
stock-based compensation expense, are excludeddirent costs as they are not included in the nreasent of segment performance.

Note 6 — Fair Value Measurement of Assets and Lialiies

The following table summarizes our financial assetd liabilities measured at fair value on a reéagrbasis as of June 30, 2009 (in
thousands):
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Quoted Prices in
Active Markets for Significant Other
Observable Inputs

Balance as o Identical Assets

Description June 30, 200! (Level 1) (Level 2)
Assets:
Cash and cash equivaler

Bank deposits and money market fu $2,573,61 $ 257361 $ =
Total cash and cash equivale 2,573,61 2,573,61 —
Shor-term investments

Restricted cas 23,49! 23,49! —

Equity instrument: 218,42¢ 218,42¢ —

Corporate debt securitir 6,991 — 6,991

Time deposit: 192,29: — 192,29:
Total shor-term investment 441,20: 2471,92( 199,28:
Derivatives 9,42¢ — 9,42¢
Long-term restricted cas 1,15% 1,15% —
Corporate debt securitir 38,24( — 38,24(
Long-term time deposit 4,87( — 4,87(
Total financial assel $3,068,51! $ 2,816,69 $ 251,82:
Liabilities:
Derivatives $ 1547¢ $ = $ 15,47¢

Our financial assets and liabilities are valuedhgsharket prices on both active markets (levelnt) lass active markets (level 2). Level 1
instrument valuations are obtained from real-tirnetgs for transactions in active exchange marketsving identical assets. Level 2
instrument valuations are obtained from readilyabée pricing sources for comparable instrumeaAssof June 30, 2009, we did not have any
assets or liabilities without observable marketiealthat would require a high level of judgmendeétermine fair value (level 3). Our derivati
instruments are valued using pricing models thed tato account the contract terms as well as plelinputs where applicable, such as equity
prices, interest rate yield curves, option volgtiind currency rates. Our derivative instrumengsshort-term in nature, typically one month to
one year in duration. Cash and cash equivalentshaemg-term, highly liquid investments with origira remaining maturities of three months
or less when purchased.

As of June 30, 2009, we held no direct investmanésiction rate securities, collateralized debtgatlons, structured investment vehic
or mortgage-backed securities.

In Europe, we have a cash pooling arrangementavithancial institution for cash management purpo$éis arrangement allows for
cash withdrawals from this financial institutionsleal upon our aggregate operating cash balanceihgldope within the same financial
institution (“Aggregate Cash Deposits”). This agament also allows us to withdraw amounts exceettieghggregate Cash Deposits up to an
agreed-upon limit. The net balance of the withdilawad the Aggregate Cash Deposits are used Hintrecial institution as a basis for
calculating our net interest expense or incomeofARine 30, 2009, we had a total of $896.6 millionash withdrawals offsetting our
$919.1 million in Aggregate Cash Deposits held imithhe same financial institution under this caebling arrangement.

Our financial instruments, including accounts reable, loans and interest receivable, funds reb&yaustomer accounts, accounts
payable, funds payable, amounts due to customerb@mowings under our line of credit, are carééaost, which approximates their fair
value because of the short-term nature of thesmuimsnts.

Note 7 — Derivative Instruments

We transact business in various foreign curreramieshave significant international revenues as agtiosts denominated in foreign
currencies, subjecting us to foreign currency e purchase foreign currency exchange contraatgjtalify as hedges under SFAS No. 133,
Accounting for Derivative Instruments and Hedgirgjivities (SFAS 133), generally with maturities of 12 montidess, to reduce the
volatility of cash flows primarily related to forasted revenue and intercompany transactions deatedim certain foreign currencies. The
objective of the foreign exchange contracts isdtidy ensure that the U.S. dollar-equivalent clshsf are not adversely affected by changes in
the U.S. dollar-to-foreign currency exchange rAteoutstanding derivatives that qualify for hedgecounting under SFAS 133 are recognized
on the balance sheet at fair value and their chaimgiair value are recorded in accumulated otbengrehensive income (loss) until the
underlying forecasted transaction occurs. The gffeportion of the derivative’s gain or loss itially reported as a component of
accumulated other comprehensive income, and
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is subsequently reclassified into the financialesteents line item in which the hedged item is rdedrin the same period the forecasted
transaction affects earnings. We also hedge owsxp to foreign currency denominated monetaryteissel liabilities with foreign currency
contracts. Since these derivatives hedge existipgsires that are denominated in foreign currenttiescontracts do not qualify for hedge
accounting under SFAS 133. Accordingly, these antding non-designated derivatives are recognizefi®balance sheet at fair value and
changes in fair value from these contracts arerdecbin interest and other income, net, in the eosdd consolidated statement of income.
derivatives program is not designed for tradingmeculative purposes.

Our derivative instruments expose us to credit tisthe extent that our counterparties may be @ntmbineet the terms of the agreements.
We seek to mitigate this risk by limiting our coergarties tanajor financial institutions and by spreading tis& ecross several major financ
institutions. In addition, the potential risk oBBwith any one counterparty resulting from thigetpf credit risk is monitored on an ongoing
basis.

Fair Value of Derivative ContractsDerivative instruments are reported at fair valadadlows (in thousands):

Derivative Assets Derivative Liabilities
Reported in Other
Reported in Other

Current Assets Current Liabilities
June 30, 2009 June 30, 2009
Foreign exchange contracts designated as castgadges $ 9,29¢ $ 15,04
Foreign exchanges contracts not designated asnw
instruments 13t 433
Total fair value of derivative instrumer $ 9,42¢ $ 15,47t

Effect of Derivative Contracts on Accumulated Oth€omprehensive Income (Loss)he following table represents only the balance of
derivative contracts under SFAS 133 as of Decer@beP008 and June 30, 2009, and the impact of datgd derivative contracts on
accumulated other comprehensive income for thensimths ended June 30, 2009 (in thousands):

Amount of gain

Amount of gain (loss) reclassified
(loss) recognized from accumulated
in other other comprehensiv
comprehensive
income income to income
December 31, 20C (effective portion) (effective portion) June 30, 200
Foreign exchanges contracts designated as casl
hedges $ 40,35: $ (68,139 $ 22,03¢ $ (5,749

Effect of Derivative Contracts on Condensed Condalied Statement of Incomé&he following table provides the effectiveness and
location of the realized gains related to our deiixe instruments (in thousands):

Three Months Endec Six Months Endec
Location of gain recognized in the
consolidated statement of income June 30, 2009 June 30, 2009
Foreign exchange contracts designated as castgogye: Net revenue $ 7,88z $ 22,03
Foreign exchanges contracts not designated asrgedgi
instruments Interest and other income, (5,97¢) 8,46¢
Total gain recognized from derivative contractshie
consolidated statement of incol $ 1,90¢ $ 30,49¢

Note 8 — Commitments and Contingencies
Credit Agreement

As of June 30, 2009, we had $400.0 million outsitzenénd approximately $1.4 billion available under credit agreement. The interest
rate at June 30, 2009 was 0.5%. As of June 30,,2@@%ere in compliance with the financial coveisaadsociated with the credit agreement.
Lehman Brothers Commercial Bank was a participdgnger in our $2.0 billion credit agreement. A®sult of the bankruptcy of its parent
company, the availability under our credit agreemess effectively reduced by Lehman’s commitmen$d80.0 million.
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Litigation and Other Legal Matters

In August 2006, Louis Vuitton Malletier and Chrésti Dior Couture filed two lawsuits in the Paris @af Commerce against eBay Inc.
and eBay International AG. Among other things,¢benplaint alleges that we violated French tort tamnegligently broadcasting listings
posted by third parties offering counterfeit itebesiring plaintiffs’ trademarks, and by purchasiegain advertising keywords. Around
September 2006, Parfums Christian Dior, Kenzo PagfuParfums Givenchy, and Guerlain Société alsd fil lawsuit in the Paris Court of
Commerce against eBay Inc. and eBay Internatioal Phe complaint alleged that we had interferedhhie selective distribution network -
plaintiffs established in France and the Europeaiit/by allowing third parties to post listings efing genuine perfumes and cosmetics for
sale on our websites. In June 2008, the Paris @d@obmmerce ruled that eBay and eBay Internatid@@here liable for failing to prevent tl
sale of counterfeit items on its websites thatechdn plaintiffs’ brand names and for interferinghathe plaintiffs’ selective distribution
network. The court awarded plaintiffs approximatélyR 38.6 million in damages and issued an injamcf(enforceable by daily fines of up to
EUR 100,000) prohibiting all sales of perfumes aaogmetics bearing the Dior, Guerlain, Givenchy Krdzo brands over all worldwide eBay
sites to the extent that they are accessible frrande. A hearing is scheduled for September 20§&déng our compliance with the injunctic
We have taken measures to comply with the injunctiod have appealed these rulings. However, thebssimilar suits may force us to mod
our business practices, which could lower our reeeincrease our costs, or make our websites tesgeaient to our customers. Any such
results could materially harm our business. Otheuty brand owners have also filed suit againgirusave threatened to do so, seeking to hold
us liable for, among other things, alleged coueieifems listed on our websites by third partfes,‘tester” and other not for resale consumer
products listed on our websites by third partiestfie alleged misuse of trademarks in listingsafteged violations of selective distribution
channel laws, for alleged violations of parallepiont laws, for alleged non-compliance of consunretgxtion laws or in connection with paid
search advertisements. We continue to believewtbdtave meritorious defenses to these suits arddrtb defend ourselves vigorously.

In May 2009, the U.K. High Court of Justice ruledhe case filed by L’'Oréal SA, Lancéme ParfumBeduté & Cie, Laboratoire
Garnier & Cie and L'Oréal (UK) Ltd against eBaydmational AG, other eBay companies, and severay eBllers (No. HCO7C01978) that
eBay was not jointly liable with the seller co-dedants as a joint tortfeasor, and indicated thabitld certify to the European Court of Justice
questions of liability for the use of L'Oreal tradarks, hosting liability, and the scope of a pdssibjunction against intermediaries. The U.K.
High Court of Justice is expected to release itsfimation request to the European Court of JusticJuly 2009. The case was originally filed
in July 2007. L'Oréal’s complaint alleged that were jointly liable for trademark infringement fdret actions of the sellers who allegedly sold
counterfeit goods, parallel imports and testers foiore-sale products). Additionally, L’'Oréal ala¢d that eBay’s use of L'Oréal brands on its
website, in its search engine and in sponsored liakd purchase of L'Oréal trademarks as keywaasstitute trademark infringement. The
suit sought an injunction preventing future infemgent, full disclosure of the identity of all pastd present sellers of infringingQtéal goods
and a declaration that our VeRO program as cugr@pterated was insufficient to prevent such infeimgnt. Other damages claimed were t
specified after the liability stage of the procemgi.

In July 2009, the U.S. Second Circuit Court of Aplseheard arguments in the Tiffany v. eBay matteictvis on appeal following a
decision by the trial court in favor of eBay iny@008. In June 2004, Tiffany (NJ) Inc. and Tiffa&yCo. filed a lawsuit in the U.S. District
Court for the Southern District of New York (No. Gdv. 4607 (NRB)) claiming that eBay was liable famtributory trademark infringement,
false advertising, unfair competition and varioekted claims based on the listing of alleged cexdieit Tiffany silver jewelry on the eBay
website by third parties. The suit sought an infiomg lost profits, punitive damages and attorndgss. A bench trial took place in November
and in a ruling in July 2008, the trial court raggt Tiffany’s claims, finding that the burden of@rting trademarks is on the trademark owner
and that eBay’s anti-counterfeiting efforts arefisignt under the law. In an appeal filed in Aug@608, Tiffany argued that generalized
knowledge of alleged counterfeiting should sufficdnold eBay liable for counterfeit Tiffany itemalad by third parties on its website. The
Second Circuit’s opinion is expected in the falP609.

In June 2006, Net2Phone, Inc. filed a lawsuit & thS. District Court for the District of New Jeyd@o. 06-2469) alleging that eBay
Inc., Skype Technologies S.A., and Skype Inc. imgfeid five patents owned by Net2Phone relating totgo-point Internet protocol. The suit
seeks an injunction against continuing infringemenspecified damages, including treble damagewiftiul infringement, and interest, costs,
and fees. We have filed an answer and counterclagserting that the patents are invalid, unenfddleeand were not infringed. The parties
have completed claim construction briefing andrettésl a pre-trial conference hearing. The claim ttaoson hearing date has been set for
September 2009. The trial date is not yet set.Il$ Patent and Trademark Office has accepted ma@egtion on all five Net2Phone patents
that are the subject of the lawsuit. We believe ermhave meritorious defenses and intend to dedemskelves vigorously.

In March 2007, a plaintiff filed a purported antit class action lawsuit against eBay in the Wadbastrict of Texas alleging that eBay
and its wholly owned subsidiary PayPal “monopolizedrkets through various anticompetitive acts fdg arrangements. The plaintiff
alleged claims under sections 1 and 2 of the Sherhes as well as related state law claims. In Apri
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2007, the plaintiff re-filed the complaint in the&J District Court for the Northern District of @aknia (No. 07-CV-01882-RS), and dismissed
the Texas action. The complaint seeks treble dasmage an injunction. In 2007, the case was coretglidwith other similar lawsuits (No. 07-
CV-01882JF). In June 2007, we filed a motion tordss the complaint. In March 2008, the court grdrtee motion to dismiss the tying claims
with leave to amend and denied the motion witheespm the monopolization claims. Plaintiffs suhsantly decided not to refile the tying
claims. The class certification motion is schedutetie heard by the court in the fall of 2009. Wdédve that we have meritorious defenses and
intend to defend ourselves vigorously.

In October 2007, PartsRiver filed a lawsuit in Eestern District of Texas (No. 2-07CV-440-DF) aitegthat eBay, Microsoft, Yahoo!,
Shopzilla, PriceGrabber and PriceRunner infringegatent relating to search methods. The suitssaeknjunction against continuing
infringement, unspecified damages, and interestscand fees. The U.S. District Court for the BasDistrict of Texas has granted defendants
motion to transfer venue and moved the case ttt8eDistrict Court for the Northern District of fifarnia. A summary judgment hearing is
scheduled for July 2009, and trial is expectedike tplace sometime in 2010. We believe that we haamitorious defenses and intend to de
ourselves vigorously.

eBay’s Korean subsidiary, IAC, has notified a migjoof its approximately 20 million users of a Jamy 2008 data breach involving
personally identifiable information including nanagldress, resident registration number and somsaction and refund data (but not
including credit card information or real time bankinformation). Approximately 143,000 users haved IAC over this breach in several
lawsuits in Korean courts and we expect more tealm the future. Trial for a group of represem@suits is scheduled to begin in August
2009. There is some precedent in Korea for a ¢ougtant “consolation money” for data breaches auitra specific finding of harm from the
breach. Such precedents have involved paymentg tif approximately $200 per user. IAC intends gowously defend itself in this lawsuit.
December 2008, the Korea Consumer Agency (KCA) naadlen-binding recommendation that IAC make payseh60,000-100,000 Korean
won (approximately $40-$80) to users who had comptato it as a result of such breach. IAC rejettésinon-binding recommendation and
did not make any payments, and this KCA processhdsd.

Skype licenses peer-to-peer communication techydimgn Joltid Limited pursuant to a license agreatrtetween the parties. The
parties had been discussing a dispute over thesgcdn March 2009, Skype Technologies S.A. filedaém in the English High Court of
Justice (No. HC09C00756) against Joltid Limitedldwing the filing of the claim, Joltid purported terminate the license agreement between
the parties. In particular, Joltid has alleged Slagpe should not possess, use or modify certdiware source code and that, by doing so, and
by disclosing such code in certain U.S. patentsasesuant to orders from U.S. courts, Skype headbred the license agreement. Joltid has
brought a counterclaim alleging that Skype hasdetad the license agreement, infringed Joltidisyeimht and misused confidential
information. On the basis of, among other things,garties’ mutual dealings since the executiotheficense agreement, Skype asked the
English High Court for declaratory relief, includifindings that Skype is not in breach of the Ieeagreement, that Joltid's notice of breach
and subsequent notice of termination are invahd, that Joltid has certain indemnity obligationsetation to the U.S. patent proceedings. 7
is currently scheduled for June 2010. Although ®kigoconfident of its legal position, as with aftightion, there is the possibility of an
adverse result if the matter is not resolved thhomggotiation. Skype has begun to develop altaraaftware to that licensed through Joltid.
However, such software development may not be sgéale may result in loss of functionality or custers even if successful, and will in any
event be expensive. If Skype was to lose the tglhise the Joltid software as the result of thgadtton, and if alternative software was not
available, Skype would be severely and adversdégctefd and the continued operation of Skype’s lassiras currently conducted would likely
not be possible.

Other third parties have from time to time claimaxg others may claim in the future, that we haferiged their intellectual property
rights. We are subject to additional patent dispuaed expect that we will increasingly be subjeqiatent infringement claims as our services
expand in scope and complexity. In particular, weeet that we may face additional patent infringeh@aims involving various aspects of
Marketplaces, Payments and Communications busisedée have in the past been forced to litigate sleims. We may also become more
vulnerable to third-party claims as laws such asDigital Millennium Copyright Act, the Lanham Aahd the Communications Decency Act
are interpreted by the courts, and as we beconjecub laws in jurisdictions where the underlyiagrs with respect to the potential liability
online intermediaries like ourselves are eithedescor less favorable. We believe that additidaalksuits alleging that we have violated
copyright or trademark laws will be filed against intellectual property claims, whether meritosar not, are time consuming and costly to
resolve, could require expensive changes in ouhaast of doing business, or could require us torénte costly royalty or licensing
agreements.

From time to time, we are involved in other dispgube regulatory inquiries that arise in the ordyneourse of business. The number and
significance of these disputes and inquiries ateemising as our business expands and our compawg darger. Any claims or regulatory
actions against us, whether meritorious or notjctbe time consuming, result in costly litigatioaquire significant amounts of management
time, and result in the diversion of significaneogtional resources.
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Note 9 — Stock-Based Plans
Stock Options
The following table summarizes stock option acyivdr the six-month period ended June 30, 2002H@usands):

Shares
Outstanding at January 1, 20 116,06(
Granted and assum 7,48¢
Exercisec (2,4072)
Forfeited/expired/cancelle (17,599
Outstanding at June 30, 20 103,54¢

Stock options granted under our equity incentiangplgenerally vest 25% one year from the dateasftgfor new hires) and 12.5% six
months from the date of grant (for existing empks)eand the remainder generally vest at a rate0802 per month thereafter, in either case
based on the recipiesttontinuing service to eBay, and generally expéneen to 10 years from the date of grant. The wethaverage exerci
price of stock options granted and assumed duhiagériod was $11.25 per share and the relatechtegigaverage grant date fair value was
$4.24 per share.

On April 29, 2009, our stockholders approved amesmsito certain of our existing equity incentivand to allow us to implement a one-
time option exchange offer, pursuant to which dertaitstanding options could be tendered in exchdogthe issuance of a lesser amount of
restricted stock units, stock options or cash paymeis a result of this approval, the followingidy incentive plans have been amended to
include this provision: eBay Inc. 2008 Equity Intieea Award Plan, eBay Inc. 2001 Equity Incentivaf®leBay Inc. 1999 Global Equity
Incentive Plan, eBay Inc. 1998 Equity IncentiverPdad Shopping.com Ltd. 2004 Equity Incentive Plan.

Restricted Stock Units
The following table summarizes restricted stock (IREU) activity for the six-month period ended di80, 2009 (in thousands):

Units
Outstanding at January 1, 20 26,82:
Awarded 21,99t
Vested (5,35))
Forfeited 1,79¢
Outstanding at June 30, 20 41,66¢

In general, RSUs vest over four years at the rb#5% a year on each anniversary of the grant datgect to the recipient’s continuing
service to eBay. The cost of RSUs is determinedgugie fair value of our common stock on the détgrant. The weighted average grant date
fair value for restricted stock units awarded dgrihe period was $10.76 per share.

Stock-based Compensation Expense

The impact on our results of operations of recayditock-based compensation expense for the thiesimmonths ended June 30, 2008
and 2009 was as follows (in thousands):

Three Months Ended June 30 Six Months Ended June 30

2008 2009 2008 2009
Cost of net revenue $ 10,98 $ 11,69 $ 21,51: $ 26,48(
Sales and marketir 24,56( 29,20: 48,35. 62,88¢
Product developmel 24,67¢ 25,07z 48,16¢ 55,75
General and administrati\ 31,62¢ 30,46: 61,197 65,16(
Total stocl-based compensation expel $ 91,84¢ $ 96,43« $ 179,23( $ 210,28(

Total stock-based compensation expense includedgitalized development costs was $2.7 million $2d million for the three months
ended June 30, 2008 and 2009, respectively. Tmek$ased compensation expense included in ceggitbtievelopment costs was
$4.9 million and $4.3 million for the six monthsded June 30, 2008 and 2009, respectively.
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Valuation Assumptions

We calculated the fair value of each stock optiara on the date of grant using the Black-Schopg®o pricing model. The following

weighted average assumptions were used for the #mé six months ended June 30, 2008 and 2009:

Three Months Ended

Six Months Ended

June 30, June 30,
2008 2009 2008 2009
Risk-free interest rate 2.3% 1.8% 2.2% 1.6%
Expected lives (in year: 3.9 4.0 3.8 3.8
Dividend yield 0% 0% 0% 0%
Expected volatility 33% 46% 32% 47%

Our computation of expected volatility is basedaogzombination of historical and market-based intblielatility from traded options on
our common stock. Our computation of expectedviées determined based on historical experiencentfasi awards, giving consideration to
the contractual terms of the stock-based awardsingeschedules and expectations of future emplbgbavior. The interest rate for periods
within the contractual life of the award is basectioe U.S. Treasury yield curve in effect at timeetiof grant.

Note 10 — Restructuring
2009 North America Customer Service Consolidation

In May 2009, we announced the consolidation offéoith America customer service facilities resultinghe closure of our Vancouver,
Canada facility, which employs approximately 700péyees. As a result of the consolidation, we estinthat we will incur aggregate costs of
$20.0 million to $25.0 million, of which $14.4 mdh were recorded during the second quarter of 2006 restructuring activities are expec
to be substantially complete by the end of thedthwarter of 2009.

2008 Restructuring Plan

In October 2008, we implemented a strategic rednatf our existing global workforce by approximst8D0 employees worldwide to
simplify and streamline our organization and stthag the overall competitiveness of our existingibesses. As a result of this initiative, we
estimate that we will incur aggregate costs of apjpnately $60.0 million to $65.0 million. Duringdéhsecond quarter and first six months of
2009, we incurred $3.3 million and $9.9 millionrsstructuring charges related to this plan, re$pelgt Since the inception of the plan Wwave
incurred $59.0 million in restructuring related oes.

Summary of All Restructuring Plans

A summary of the restructuring and other costsdgnsent recognized during the three-month perioé@ddine 30, 2009 are as follows
(in thousands):

Employee Severanc

and Benefits Facilities Total
Marketplace: $ 15,67( $1,081 $16,75!
Payment: 90z 0 90z
$ 16,57: $1,081 $17,65!

A summary of the restructuring and other costsdgnsent recognized during the six-month period erdded 30, 2009 is as follows (in
thousands):

Employee Severanc

and Benefits Facilities Total
Marketplace: $ 22,28t $1,77: $24,05¢
Payment: 19:¢ 13 20€
$ 22,47¢ $1,78¢ $24,26¢
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The following table summarizes the restructuringivéty during the six months ended June 30, 2083Hbusands):

Employee Severanc

and Benefits Facilities Total
Accrued liability as of January 1, 20 $ (14,200 $ (94€) $(15,14¢)
Charges (22,47 (1,787) (24,26¢)
Payment: 20,352 814 21,16¢
Adjustment 47€ 58E 1,061
Accrued liability as of June 30, 20! $ (15,849 $(1,339) $(17,187)

Adjustments reflect the impact of foreign curreti@nslation.

Note 11 — Income Taxes
The following table reflects changes in unrecogaitex benefits for the six-month period ended BMe2009 (in thousands):

Gross amounts of unrecognized tax benefits asmfals 1, 200¢ $701,37:
Increases in unrecognized tax benefits for taxtjpos taken during the peric 73,87:
Increases in unrecognized tax benefits for prioiogketax position: 11,33¢
Gross amounts of unrecognized tax benefits asrad 30, 200¢ $786,58!

As of June 30, 2009, our liabilities for unrecogrlzax benefits were included in deferred and dfieetiabilities, net. The total liabilities
for unrecognized tax benefits and the increas¢hiicurrent period of these liabilities relate maiity to the allocations of revenue and costs
among our global operations, including $12.2 millrelated to the acquisition of Gmarket. Over thgtri2 months, our existing tax positions
will continue to generate an increase in liabifitfter unrecognized tax benefits. We recognize @seand/or penalties related to uncertain tax
positions in provision for income taxes. The amafrihterest and penalties accrued at June 30, 2@3%pproximately $73.1 million.

We are subject to taxation in the U.S. and vargiates and foreign jurisdictions. We are under émation by certain tax authorities for
the 2003 to 2007 tax years. The material jurisditdiin which we are subject to potential examimakig tax authorities for tax years after 2002
include, among others, the U.S., California, Fratermany, Italy, Korea, Switzerland and Singapore.

ltem 2: Managemen’s Discussion and Analysis of Financial Condition drkResults of Operation
FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forwdodking statements within the meaning of Sectioh @f the Securities Act of 1933
and Section 21E of the Securities Exchange Ac®®4,lincluding statements that involve expectatiptens or intentions (such as those
relating to future business or financial resulteywnfeatures or services, or management strateg¥es).can identify these forward-looking
statements by words such as “may,” “will,” “would,”should,” “could,” “expect,” “anticipate,” “believ e,” “estimate,” “intend,” “plan” and
other similar expressions. These forward-lookirajesnents involve risks and uncertainties that caaldse our actual results to differ
materially from those expressed or implied in armvard-looking statements. Such risks and uncetigsgrinclude, among others, those
discussed in “Part Il —Item 1A: Risk Factors,” ¢fis Quarterly Report on Form 10-Q as well as ounsalidated financial statements, related
notes, and the other financial information appegraisewhere in this report and our other filingghathe Securities and Exchange
Commission, or the SEC. We do not intend, and taklkeno obligation, to update any of our forward#éng statements after the date of this
report to reflect actual results or future eventscumstances. Given these risks and uncertaintieaders are cautioned not to place undue
reliance on such forward-looking statements.

You should read the following Management's Discoissind Analysis of Financial Condition and Resaft®perations in conjunction
with the unaudited condensed consolidated finasté#Ements and the related notes that appeartedsew this report.

Overview

We operate three primary business segments: Mdaketn Payments and Communications. Our Marketplsegment provides the
infrastructure to enable global online commercemariety of platforms, including the tradition&@ay.com platform, and our other online
platforms, such as our online classifieds busiresag secondary tickets marketplace (StubHub)paline shopping comparison website
(Shopping.com), our apartment listing service platf (Rent.com), as well as our fixed price mediakegplace (Half.com). Our payments
segment is comprised of our online payment solstienPayPal (which enables individuals and busireesseecurely, easily and quickly send
and receive payments online in approximately 19¢keta worldwide) and Bill
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Me Later (which we acquired in November 2008 andctvienables online U.S. merchants to offer, and toBsumers to obtain, transactional
credit at the point of sale). Our Communicatiorgnsent, which consists of Skype, enables Internetngonications between Skype users and
provides low-cost connectivity to traditional fixéide and mobile telephones. On April 14, 2009,am@ounced plans to separate Skype into an
independent company.

For the three months ended June 30, 2009 compausatie period in the prior year, net revenues dset4% to $2.1 billion due
primarily to a stronger U.S. dollar partially offd®y revenue generated from our recent acquisitiBilsMe Later, Den Bla Avis, BilBasen and
Gmarket. Our operating margin decreased five péagenpoints to 20% and diluted earnings per sheceedsed $0.10 to $0.25, compared to
the same period of the prior year, due primarilyhi® negative impact of foreign currency movememsjness mix and dilution from our rec
acquisitions. Our Marketplaces and Payments segmargins decreased two percentage points and plereentage points, respectively, while
our Communications segment margin increased fivegmeage points. For the three months ended Juriz0B9, we generated cash flow from
operations of approximately $730.7 million that,emtoffset by cash used for capital expendituresppfoximately $128.5 million, resulted in
free cash flow (operating cash flow less capitgemditures) of $602.2 million.

Some key operating metrics that members of ouiosenanagement regularly review to evaluate oumiife results include gross
merchandise volume (GMV), number of sold items,to&l payment volume (TPV), Merchant Servicestattl payment volume, SkypeOut
Minutes, free cash flow, and revenue, excludinguésitions and foreign currency impact.

Outlook

We expect net revenues and net income in the tfiagter of 2009 to be similar to our performancehimsecond quarter of 2009.
Compared to the second quarter of 2009, we expedntlusion of Gmarket activity for a full quartatong with a modest benefit from foreign
currency movements, will be offset by a declin¢aike rates, continued softness in our advertisuginess and the negative impact of
seasonality as a larger part of our business isrgéed internationally. We are seeing signs thatwarketplaces business has stabilized and is
beginning to exhibit a slight acceleration in certaetrics. However, we continue to anticipate ourgéd weakness in our vehicles business
also expect PayPal to continue its growth trajgctor

Results of Operations
Summary of Net Revenues

Our net transaction revenues from our Marketplaegsnent are derived primarily from listing and finalue fees paid by sellers. For «
Payments segment, net transaction revenues areagemtherimarily by fees paid by merchants for payhpeocessing services. Our
Communications segment net transaction revenuegeaierated primarily from fees charged to usermtmect Skype’s Internet
communications products to traditional fixed-limedlanobile telephones. These fees are charged enmipute basis or on a subscription
basis, and we refer to these minutes as SkypeQuttes.

Our marketing services and other revenues are gekefrom all three of our business segments. Quketing services are derived
principally from the sale of advertisements, reveshbaring arrangements, classifieds fees and édadal fees. Our other revenues are derived
principally from interest earned from banks on @erPayPal customer account balances, interedieasdearned on the Bill Me Later loan
portfolio and from contractual arrangements witinctiparties that provide services to our users.

Revenues are attributed to U.S. and internatioeagjaphies primarily based upon the country in tithe seller, payment recipient,
customer, Skype user’s Internet protocol addrasfme property that generates advertising, or otleevice provider, as the case may be, is
located. Because we generate the majority of argrmee internationally, fluctuations in foreign ancy exchange rates impact our results of
operations. For the three months ended June 3@, 3@ign currency movements against the dollgatieely impacted net revenues by
approximately $178.3 million compared to the samequl of the prior year. On a business segmenslfasthe three months ended June 30,
2009, foreign currency movements against the dokgatively impacted Marketplaces, Payments andrdamitations net revenues by
approximately $124.6 million, $29.3 million and $24nillion, respectively, compared to the sameqzkdf the prior year. For the six months
ended June 30, 2009, foreign currency movemeniastgae dollar negatively impacted net revenueggyroximately $369.9 million
compared to the same period of the prior year. ®usiness segment basis for the six months endexl3y 2009, foreign currency moveme
against the dollar negatively impacted MarketplaBesyments and Communications net revenues by sippately $265.6 million, $58.2
million and $46.1 million, respectively, comparedthe same prior of the prior period.

The following table sets forth the breakdown of retenues by type, segment and geography for ttiedsepresented. In addition, we
have provided a table of certain key operating itthat we believe are significant factors affegtour net revenues.
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Net Revenues by Type
Net transaction revenu
Marketplace:
Payment:
Communication:
Total net transaction revenu
Marketing services and other reven
Marketplace:
Payment:
Communication:
Total marketing services and other rever
Total net revenue

Net Revenues by Segmen
Marketplace:
Payment:
Communication:

Total net revenue

Net Revenues by Geography
u.s.
International

Total net revenue

Supplemental Operating Data:
Marketplaces Segmer
Gross merchandise volume |
Payments Segmer
Net total payment volume (.
Communications Segme!
Registered users (.
SkypeOut Minutes (4

Three Months Ended Percent Six Months Ended Percen
June 30, 200i  June 30, 200! Change June 30, 200¢  June 30, 200! Change
(in thousands, except percent change

$1,233,30° $1,056,91  (14%) $2,500,941 $2,090,74  (16%)
580,28° 630,16: 9% 1,140,000 1,234,99! 8%
130,15: 155,66 20% 249,94 298,89¢ 20%
1,943,74! 1,842,741 (5%)  3,890,88' 3,624,63 (7%)
224,72: 201,78: (10%) 441,40¢ 392,40: (11%)
21,50¢ 39,13¢ 82% 43,36 77,26¢ 78%
5,68¢ 14,33! 152% 12,22( 24,27: 99%
251,91¢ 255,25 1% 496,99! 493,94( (1%)
$2,195,66. $2,097,99:; (4%) $4,387,88. $4,118,57: (6%)
$1,458,03. $1,258,69!  (14%) $2,942,34 $2,483,14i  (16%)
601,79¢ 669,30 11% 1,183,37. 1,312,25! 11%
135,83 169,99:. 25% 262,16¢ 323,17: 23%
$2,195,66. $2,097,99: (4%) $4,387,88 $4,118,57! (6%)
$1,002,18' $ 959,69 (4%) $2,026,46. $1,928,28: (5%)
1,193,47. 1,138,29' (5%) 2,361,42. 2,190,29 (7%)
$2,195,66. $2,097,99; (4%) $4,387,88 $4,118,57 (6%)

Three Months Ended Perceni Six Months Ended Perceni

June 30, 200 June 30, 200 Change June 30, 200 June 30, 200 Change

(in millions, except percent changes

$ 1568: $ 13,42 (14%) $ 31,72 $ 26,29¢ (17%)
$ 1493( $ 16,70¢ 12% $ 29,347 $ 32,564 11%
338.2 480.t 42% 338.2 480.t 42%
1,896.: 2,983.: 57% 3,626.¢ 5,840.( 61%

(1) Total value of all successfully closed items betwasers on eBay Marketplaces trading platformsnduttie period, regardless of whet

the buyer and seller actually consummated the dicius.

(2) Total dollar volume of payments, net of paymeaversals, successfully completed through our magsnetwork or on Bill Me Later
accounts during the period, excluding the paymatgwgay busines:
(3) Cumulative number of unique user accounts, wviricludes, among other things, users who may hegistered via non-Skype based

websites and users that have more than one act

(4) Cumulative number of minutes that Skype users wenmected with Sky|'s Internet communications products to traditioinadd-line

and mobile telephone
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Seasonality
The following table sets forth, for the periodsgmeted, our total net revenues and the sequentiategly growth of these net revenues:

Quarter Ended
March 31 June 30 September 3 December 3.
(in thousands, except percentage

2007
Net revenue $1,768,07 $1,834,42! $ 1,889,222 $ 2,180,600
Percent change from prior quar 3% 4% 3% 15%
2008
Net revenue $2,192,22: $2,195,66. $ 2,117,53 $ 2,035,84
Percent change from prior quar 1% 0% (4%) (4%)
2009
Net revenue $2,020,58! $2,097,99; N/A N/A
Percent change from prior quar (1%) 4%

We expect transaction activity patterns on our webgo increasingly mirror general consumer buypagterns.

Marketplaces Net Transaction Revenues

Marketplaces net transaction revenues decreasdistifllion and $410.2 million, or 14% and 16%,pestively, during the second
guarter and first six months of 2009 compared éostime periods of the prior year, which is consistéth the 14% and 17% decrease in our
GMV over the same periods. GMV generated by ogdsir category, vehicles, declined 32% and 33% duha second quarter and first six
months of 2009, respectively, which was reflectif¢he decline in the automotive market generadlyvell as a shift in consumer preference to
online automotive classified listings. Excludinghides, GMV during the second quarter and firstabnths of 2009 decreased 10% and 13%,
respectively. The decrease in both revenue and @My attributable to a stronger dollar and difficulicroeconomic conditions. In addition,
seller discounts and buyer loyalty programs hadgative impact on revenue growth.

Marketplaces net transaction revenues earned attenally totaled $569.0 million and $1.1 billionrihg the second quarter and the first
six months of 2009, respectively, representing 248b 53% of total Marketplaces net transaction raesrduring those periods, respectively.
Marketplaces net transaction revenues earned attenally totaled $676.3 million and $1.4 billionrihg the second quarter and the first six
months of 2008, respectively, and represented 5564% of total Marketplaces net transaction reesrduring those periods, respectively.
The decline in Marketplaces net transaction revemaened internationally is due primarily to thgatéve impact of foreign currency
movements against the dollar.

Payments Net Transaction Revenues

Payments net transaction revenues increased $48i¢hrand $95.0 million, or 9% and 8%, during thecond quarter and first six mor
of 2009, respectively, compared to the same pebtize prior year, which is consistent with oucri@ases in net TPV of 12% and 11% during
the same period. Payments net transaction revéncremised due primarily to growth in our Merchaetv&es business, partially offset by a
decline in revenue attributable to eBay. Our Mentt&ervices net TPV experienced 26% growth duriottp the second quarter and first six
months of 2009 compared to the same periods giribe year and represented 55% and 54% of PagPRal TPV during the second quarter
first six months of 2009, respectively. The inceeasour Merchant Services business is due prignariln increase in the number of online
merchants offering PayPal as a payment option.

Payments net transaction revenues earned intemadltigotaled $286.2 million and $553.2 million ¢hg the second quarter and first six
months of 2009, respectively, representing 45%taf tPayments net transaction revenues during fertlods. Payments net transaction
revenues earned internationally were $255.7 miliod $497.2 million during the second quarter arsd $ix months of 2008, respectively, and
represented 44% of total Payments net transaatioenues during both periods.

Communications Net Transaction Revenues

Communications net transaction revenues increa2&d $nillion, or 20%, and $49.0 million, or 20%,rohg the second quarter and first
six months of 2009, respectively, compared to Hraesperiods of the prior year. The increase irtra@saction revenues was due primarily to a
57% and 61% increase in SkypeOut minutes duringéeend quarter and first six months of 2009 coegb#w the same periods of the prior
year. The increase in SkypeOut minutes during ¢cersd quarter and first six months of 2009 waspturearily to the growth in the cumulati
number of Skype registered users to 480.5 millioduae 30, 2009 from 338.2 million at June 30, 2008 believe that the growth in Skype
registered users was primarily due to its markedictiyities, ongoing viral adoption (whereby usensourage others to become users), stra
partnership initiatives and the expansion of itsdoict offerings.
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Net transaction revenues from Communications eartedchationally totaled $128.5 million and $24®8lion during the second quarter
and first six months of 2009, respectively, repntisgy 83% and 82% of total Communications net taatisn revenues in those periods.
Communications net transaction revenues earnechattenally were $109.0 million and $208.5 millionthe second quarter and first six
months of 2008, respectively, and represented 84388% of total Communications net transaction meres in those periods.
Communications net transaction revenues are piyrgenerated in Europe.

Marketing Services and Other Revenues

Marketing services and other revenues incre&8e8 million or 1% during the second quarter of 20@bmpared to the same period of
prior year, and represented 12% of total net regsmuring the second quarter of 2009, compared %o df total net revenues during the
second quarter of 2008. The increase in marketngces and other revenues during the second quHr2909 was due primarily to income
generated from our Bill Me Later portfolio (acqudrBlovember 2008) and an increase in our Classifiedmess, primarily attributable to Den
Bla Avis and BilBasen (acquired October 2008). En@sreases were partially offset by a decreaShopping.com revenue related to the
impact of rule changes made in the third quarte2Q8f8 by third-party search engines that advers#écted click-though traffic to retailers
from our Shopping.com website and reduced assacfaes, as well as a decline in interest ratesaediinterest earned on certain PayPal
customer account balances resulting from decreiasest rates.

Marketing services and other revenues decreaséddiBion, or 1%, during the first six months of @@ compared to the same period of
the prior year, and represented 12% of total netmaes during the first six months of 2009, comgpaoel1% of total net revenues during the
first six months of 2008. The decrease in markesienyices and other revenues during the first sintins of 2009 is due primarily to a decre
in Shopping.com revenue related to the impact afcdeengine rule changes described above, andreadecin interest earned on certain
PayPal customer accounts resulting from decreaserkst rates. These decreases were partiallyt dfjsecome generated from our Bill Me
Later portfolio and an increase in our Classifibdsiness, primarily attributable to Den Bla AvisiaBilBasen.

Summary of Cost of Net Revenues
The following table summarizes changes in costedfravenues:

Three Months Ended Six Months Ended
Change from Change from
June 30, 2008 to 2009 June 30, 2008 to 2009
2008 2009 in Dollars  in% 2008 2009 in Dollars  in %

(in thousands, except percentages)
Cost of net revenue

Marketplaces $224,43. $221,68¢ $ (2,749 (1%) $ 442,85: $ 437,43 $ (5,419 (1%)
As a percentage of total Marketplaces net reve 15.4% 17.€% 15.1% 17.€%
Payment: 266,37" 289,14( 22,76¢ 9% 505,26: 570,14: 64,88 13%
As a percentage of total Payments net reve 44.%% 43.2% 42.1% 43.4%
Communication: 71,29¢ 80,94« 9,65( 14% 139,40: 157,58! 18,18: 13%
As a percentage of total Communications net reve 52.5% 47.€% 53.2% 48.£%
Total cost of net revenur $562,10: $591,77: $ 29,67( 5%  $1,087,51! $1,165,15! $ 77,64« 7%
As a percentage of net reveni 25.€% 28.2% 24.8% 28.2%

Cost of net revenues consists primarily of coste®eiated with payment processing, customer sugmattsite operations and Skype call
termination costs. Significant components of thasss include bank transaction fees, credit camt¢hange fees, assessments, Bill Me Later
related interest charges, employee compensatioamor costs, facilities costs, depreciationgfipment and amortization expense.

Marketplaces cost of net revenues decreased $Hi@mor 1%, and $5.4 million, or 1%, during thecend quarter and first six months
2009, respectively, compared to the same periottsegfrior year. The decreases during both periggte not material. Marketplaces cost of
net revenues increased as a percentage of Markegphet revenues due primarily to the impact aitpr currency movements on revenues,
pricing discounts and growth of lower margin Maftates businesses.

Payments cost of net revenues increased $22.&mithr 9%, and $64.9 million, or 13%, during thea® quarter and first six months
2009, respectively, compared to the same periotiseofrior year. The increase in cost of net reesris primarily due to an increase in site
operations and payment processing costs in congumatith the acquisition of Bill Me Later (acquirétbvember 2008) as well as the impact
from our net TPV growth. Cost of net revenues psraentage of Payments net revenues during thedeparter of 2009 decreased, comp
to the same period of the prior year, driven pritpdry a more favorable geographic and processar @dst of net revenues as a percentage of
Payments net revenues during the first six monti2909 increased, compared to the same periodegbtiior year, driven primarily by
increased investment in our site operations, ghridfset by a more favorable geographic and pssoe mix.
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Communications cost of net revenues increasedriBlion, or 14%, and $18.2 million, or 13%, duritige second quarter and first six
months of 2009, respectively, compared to the gaeneds of the prior year. The increase in costaifrevenues is primarily due to an increase
in call termination costs, customer support anel gieration costs to support the increase in Skypethutes. Cost of net revenues decreased
as a percentage of Communications net revenueprduarily to lower call termination costs driverirparily by higher volume and revenue
mix.

Summary of Operating Expenses, Non-Operating Itearsl Provision for Income Taxes
The following table summarizes changes in operatixgenses, non-operating items and provision foorire taxes:

Three Months Ended Six Months Ended
June 30, Change from 2008 to 2009 June 30, Change from 2008 to 2009
2008 2009 in Dollars in % 2008 2009 in Dollars in %
(in thousands, except percentages)
Sales and marketir $496,88: $464,50( $ (32,38)) (7%) $1,011,43 $867,81t $ (143,62) (14%)
Product developmel 186,79: 198,40: 11,61: 6% 363,55, 399,91¢ 36,36¢ 10%
General and administrati\ 263,16, 257,49¢ (5,667 (2%)  544,88. 525,78¢ (19,099 (4%)
Provision for transaction and loan los 86,43t 92,68! 6,24: 7% 172,60: 173,91! 1,312 1%
Amortization of acquired intangible ass ~ 54,91¢  63,79¢ 8,87 16% 109,75: 127,26: 17,511 16%
Restructuring — 17,65 17,65 — — 24,26« 24,26« —
Interest and other income (expense), 22,76¢ (4,529 (27,295 (212C%) 49,51(  13,56: (35,94 (73%)
Provision for income taxe 107,78¢  79,81¢ (27,970 (26%) 227,59. 163,56 (64,030 (28%)
Sales and Marketing
Three Months Ended Percent Six Months Ended Percen
June 30, June 30, June 30, June 30,
2008 2009 Change 2008 2009 Change
(in thousands, except percentages)
Sales and marketir $496,88: $464,50( (7%) $1,011,43 $867,81t¢ (14%)
As a percentage of net reveni 22.6% 22.1% 23.1% 21.1%

Sales and marketing expenses consist primarilgleérising costs, marketing programs and employpeepensation for sales and
marketing staff.

Sales and marketing expense decreased in the sqaarter and first six months of 2009 by $32.4 imnlland $143.6 million, or 7% and
14%, respectively, compared to the same periotiseoprior year, due primarily to a decline in maikg and advertising program costs.
Marketing and advertising program costs decreasddgithe second quarter and first six months @®by $43.5 million and $153.6 million,
respectively, compared to the same period of ther pear, due primarily to reduced marketing spand a shift in focus from customer
acquisition to customer retention (for which certassociated expenses are recorded as a reduttieveinue instead of sales and marketing
expense).

Sales and marketing expense as a percentage i@veeilies during the second quarter and first sinthsoof 2009 decreased from the
same periods of the prior year due to lower, margdted spending within our Marketplaces segmentedisas the growth of our Payments and
Communications segments, each of which has lowative sales and marketing expenses than our Madas segment.

Product Development

Three Months Ended Percent Six Months Ended Percent
June 30, June 30, June 30, June 30,
2008 2009 Change 2008 2009 Change
(in thousands, except percentages)
Product developmel $186,79:  $198,40! 6% $363,55.  $399,91¢ 10%
As a percentage of net reveni 8.5% 9.5% 8.2% 9.7%

Product development expenses consist primarilyngdleyee compensation, contractor costs, facilitiests and depreciation on
equipment. Product development expenses are metoired capitalization of major site and otherduct development efforts, including the
development of our next generation platform architee, migration of certain platforms, seller toatel Payments services projects. Capita
site and product development costs were $26.0amilind $52.0 million in the second quarter and §ivs months of 2009, respectively,
compared to $27.9 million and $52.6 million in exond quarter and first six months of 2008, retbyedg, and are primarily reflected as a «
of net revenues when amortized in future periods.
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Product development expenses increased in the degmrter and first six months of 2009 by $11.6iorland $36.4 million, or 6% and
10%, respectively, compared to the same periotlseoprior year. Product development also increasea percentage of revenue, period over
period. The increase in both dollars and as a p&age of revenue, was due primarily to an incréasenployee-related costs (including
consultant costs, facility costs and equipmentteel@osts) driven by increased investment in opitéghnology priorities: search, catalog,
platform, and user experience.

General and Administrative

Three Months Ended Percent Six Months Ended Percen
June 30, June 30, June 30, June 30,
2008 2009 Change 2008 2009 Change
(in thousands, except percentage:
General and administratiy $263,16:  $257,49¢ (2%) $544,88.  $525,78¢ (4%)
As a percentage of net reveni 12.(% 12.2% 12.%% 12.8%

General and administrative expenses consist piiynairemployee compensation, contractor costs|ifes costs, depreciation of
equipment, employer payroll taxes on employee shaded compensation, insurance and professioral fee

General and administrative expenses decreaseeé settond quarter and first six months of 2009 by #illion and $19.1 million, or 2¢
and 4%, respectively, compared to the same pedbtie prior year. The decrease was due primavilpwer employee-related and contractor
costs, legal costs and certain international imdit@xes, partially offset by acquisition relatests which are recorded as expense when
incurred pursuant to FAS 141(R) adopted on Januia2p09.

General and administrative expenses as a perceotags revenue in the second quarter and firstreinths of 2009 increased slightly
due to a decline in net revenues year over year.

Provision for Transaction and Loan Losses

Three Months Ended Perceni Six Months Ended Percent
June 30, June 30, June 30, June 30,
2008 2009 Change 2008 2009 Change
(in thousands, except percentages)
Provision for transaction and loan lc $86,43¢ $92,68! 7% $172,60: $173,91! 1%
As a percentage of net reveni 3.% 4.4% 3.% 4.2%

Provision for transaction and loan losses primarilpsists of bad debt expense associated withamauats receivable balance, loan
reserves associated with our Bill Me Later loarereable balance, and transaction loss expensedimgjuosses resulting from our customer
protection programs.

Provision for transaction and loan losses increaséioe second quarter and first six months of 200$6.2 million and $1.3 million, or
7% and 1%, respectively, compared to the samegwedbthe prior year. The increase was due prigmé&oithe addition of the provision for lo
losses associated with our Bill Me Later businessjired November 2008), partially offset by desemain bad debt expense. We continue to
expect our provision for transaction and loan kegsense to fluctuate depending on many factorfydimy historical experience,
macroeconomic conditions, protection programs, ifumanix and volume. The funding mix reflects howders fund their payment
transactions (through credit cards, electronic fumdnsfers, buyer credit, or existing PayPal dah

Amortization of Acquired Intangible Assets

Three Months Ended Perceni Six Months Ended Percent
June 30, June 30, June 30, June 30,
2008 2009 Change 2008 2009 Change
(in thousands, except percentages)
Amortization of acquired intangible ass $54,91¢ $63,79¢ 16% $109,75: $127,26: 16%
As a percentage of net reveni 2.5% 3.C% 2.5% 3.1%

From time to time we have purchased, and we expexntinue to purchase, assets or businessese plheshase transactions generally
result in the creation of acquired intangible asgéth finite lives and lead to a corresponding@ase in our amortization expense in future
periods. We amortize intangible assets over themgaf estimated benefit, using the straight-linetihhod and estimated useful lives ranging
from one to eight years. The increase in amortpatif acquired amortizable intangibles during teeasid quarter and first six months of 2009,
compared to the same periods of the prior year,duasprimarily to the business acquisitions of Bl Later and Gmarket.

Restructuring

During the second quarter and first six monthsQff® total restructuring charges amounted to $ailiion and $24.3 million,
respectively. In May 2009, we announced the codatibn of our North America customer service faieiti, which will result in the closure of
our Vancouver, Canada facility, which had emplogpgroximately 700 employees. As a result of thesobdation, we estimate that we will
incur aggregate costs of $20.0 to $25.0 millionwbfch $14.4 million was recorded during the secqodrter
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of 2009. During the second quarter and first sinthe of 2009, total restructuring charges amoutde®ll7.7 million and $24.3 million,
respectively. The restructuring charges incurrethduthe period primarily related to employee sawnee and benefits. The restructuring
activities are expected to be substantially conepldty the end of the third quarter of 2009. SeetéNd — Restructuring” to the condensed
consolidated financial statements included in tajsort.

Interest and Other Income (Expense), Net

Three Months Ended Percent Six Months Ended Percen
June 30, June 30, June 30, June 30,
2008 2009 Change 2008 2009 Change
(in thousands, except percentages)
Interest and other income (expense), $22,76¢  ($4,529 (12C%) $49,51(  $13,56: (73%)
As a percentage of net reveni 1.C% (0.2%) 1.1% 0.3%

Interest and other income (expense), net, corglistderest earned on cash, cash equivalents ardtiments, as well as foreign exchange
transaction gains and losses, our portion of urmlatreted joint venture and equity investment resuttterest expense consisting of interest
charges on the amount drawn under our credit agreeamnd certain accrued contingencies, excluditegast related to Bill Me Later, which is
included in cost of net revenues, and other mianebus transactions not related to our primaryatjoers.

Interest and other income (expense), net, duriagétond quarter and first six months of 2009 deeae $27.3 million and $35.9 millic
respectively, as compared to the same periodseqgbribr year. The decrease in interest and otloamire (expense), during the second quart
2009 was due primarily to a $22.8 million decreiasiaterest income due to lower interest rates Were earned on lower average cash, cash
equivalents and investments balances, as welleasrihact of foreign currency losses. The decreaggérest and other income (expense), net,
during the first six months of 2009 was due priyaio a $52.8 million decrease in interest incorne tb lower interest rates that were earned
on lower average cash, cash equivalents and ineessbalances, partially offset by a $2.9 milli@tibase in interest expense on borrowings
from our line of credit and an $11.9 million incsean foreign currency gains.

Provision for Income Taxes

Three Months Ended Percen Six Months Ended Perceni
June 30, June 30, June 30, June 30,
2008 2009 Change 2008 2009 Change
(in thousands, except percentages)
Provision for income taxe $107,78¢ $79,81¢ (26%) $227,59:  $163,56: (28%)
As a percentage of net reveni 4.9% 3.8% 5.2% 4.C%
Effective tax rate 19% 20% 20% 19%

The provision for income taxes differs from the amibcomputed by applying the statutory U.S. fedeatd principally due to foreign
income with lower tax rates and from tax creditst tlower the effective tax rate, offset by stateetaand subsidiary losses for which we have
not provided a benefit and other factors that iniae effective tax rate.

Liquidity and Capital Resources

Cash Flows

Six months ended June 30,
2008 2009
(in thousands)

Net cash provided by (used il

Operating activitie: $ 1,504,64 $ 1,399,24!
Investing activities (457,81¢) (1,428,18)
Financing activitie: (1,666,09) (583,66.)
Effect of exchange rates on cash and cash equis: 94,09¢ (2,71))
Net (decrease) in cash and cash equiva $ (525,16) $ (615,31)

Operating Activities

We generated cash from operating activities in artegreater than net income in the six months edded 30, 2008 and 2009 due
primarily to non-cash charges to earnings and obsiirgworking capital. Non-cash charges to earningisided depreciation and amortization
on our long-term assets, stock-based compensatbtha provision for transaction and loan lossé& decrease in cash provided by operating
activities is due primarily to lower net income.
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Investing Activities

The net cash used in investing activities in thet 8ix months of 2009 was due primarily to casid fier acquisitions and property and
equipment partially offset by changes in princiloans receivable balances related to Bill Me Ldbeming the first six months of 2009 we
acquired Gmarket for $1.2 billion and had purchadesoperty and equipment of $219.4 million. Casteived from loans receivable, net of
collections during the first six months of 200%iet $31.7 million. During the first six months208 net cash used in investing activities was
primarily due to purchases of property and equipnoé$256.3 million and the acquisition of FraudSues for $159.1 million, net of cash
acquired.

Financing Activities

The net cash used in financing activities of $588ilfion in the first six months of 2009 was duénparily to the repayment of
borrowings under our line of credit of $600.0 noilli We did not repurchase any stock during thé dissmonths of 2009. Net cash used in
financing activities of $1.7 billion during the $irsix months of 2008 was due primarily to the repase of approximately 55.8 million shares
of common stock for an aggregate purchase prie@pfoximately $1.6 billion and the repayment of line of credit of $200.0 million, offset
in part by net proceeds from the issuance of comstack of $98.7 million.

Reported cash and cash equivalents were negatiffelsted by exchange rates during the first six th@of 2009 due to the strengther
of the U.S. dollar against other foreign currencgedmarily the Euro. The positive effect of excharrates on cash and cash equivalents of
$94.1 million during the first six months of 200&svdue to the weakness of the U.S. dollar duriag#riod against other foreign currencies,
primarily the Euro.

Stock Repurchases

In January 2008, our Board authorized, and we amrexj a stock repurchase program of up to $2.@mbitf our common stock. During
the six months ended June 30, 2009, we did notrcbpse any shares of our common stock. As of Jan2@9, we have the ability to
repurchase up to $656.5 million under our stockireipase program.

Credit Agreement
As of June 30, 2009, $400.0 million was outstandind approximately $1.4 billion was available undier credit agreement.

Liquidity and Capital Resource Requirements

At June 30, 2009, we had cash and cash equivaéB&6 billion, compared to $3.2 billion at Decesnl31, 2008. The decrease in our
cash and cash equivalents from December 31, 20&iprimarily to the acquisition of Gmarket in 009 for $1.2 billion. Our primary
liquidity and capital resources needs are to fumdoperations, capital expenditures and acquisaitdivity. At June 30, 2009, we held balances
in cash and cash equivalents outside the U.S.rtaineof our foreign operations totaling approxieigt$2.2 billion. If these cash and cash
equivalents are distributed to the U.S., we maguigect to additional U.S. taxes in certain circtanses. Our available cash and cash
equivalents are held in bank deposits and monekenhéunds. We actively monitor the third-party dspory institutions that hold our cash and
cash equivalents. Our emphasis is primarily ontgafeprincipal while secondarily maximizing yietth those funds. We diversify our cash i
cash equivalents among counterparties to minimipesure to any single entity. To date, we have B&peed no material loss or lack of act
to our invested cash or cash equivalents; howeweican provide no assurances that access to cestatlcash and cash equivalents will nc
impacted by adverse conditions in the financialkats.

At any point in time we have funds in our operatiogounts and customer accounts that are with figirty financial institutions. These
balances in the U.S. may exceed the Federal Delpssitance Corporation (FDIC) insurance limits. Whie monitor the cash balances in our
operating accounts, these cash balances couldgzeted if the underlying financial institutionslfar could be subject to other adverse
conditions in the financial markets.

We believe that our existing cash and cash equitslef approximately $2.6 billion at June 30, 20@@ether with cash expected to be
generated from operations and cash available througcredit agreement, will be sufficient to fumar operating activities, capital
expenditures, acquisition activity, Bill Me Lateran portfolio, stock repurchases and other oblgatifor the foreseeable future.

Off-Balance Sheet Arrangements

As of June 30, 2009, we had no off-balance sheahgements that have, or are reasonably likehat@ha current or future material
effect on our consolidated financial condition,ules of operations, liquidity, capital expendituscapital resources. In Europe, we have a
cash pooling arrangement with a financial institntfor cash management purposes. This arranget@nsdor cash withdrawals from this
financial institution based upon our aggregate ajirey cash balances held in Europe within the same
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financial institution (“Aggregate Cash DepositsThis arrangement also allows us to withdraw amoaxtgeding the Aggregate Cash Depc
up to an agreed-upon limit. The net balance oftitledrawals and the Aggregate Cash Deposits ar@ yé¢he financial institution as a basis
for calculating our net interest expense or incofteeof June 30, 2009, we had a total of $896.7ionilin cash withdrawals offsetting our
$919.1 million in Aggregate Cash Deposits held imitlhhe same financial institution under this casblmg arrangement.

Customer balances held as direct claims againgirimsarily PayPal, are included on our consoliddiathnce sheet in “funds receivable
and customer accounts” with an offsetting currettility in “funds payable and amounts due to costes,” and totaled approximately $1.4
billion as of June 30, 2009 and $1.1 billion aPetember 31, 2008. Customer funds held by PayPah agent or custodian on behalf of our
customers are not reflected in our consolidatedrza sheets. These funds include funds that asideg in bank accounts insured by the
FDIC on behalf of U.S. customers and funds that duStomers choose to invest in The PayPal Monek&idund, which totaled
approximately $2.0 billion and $1.9 billion as oh& 30, 2009 and December 31, 2008, respectivaly PeyPal Money Market Fund is
invested in a portfolio managed by Barclays Gldhatd Advisors.

Indemnification Provisions

In the ordinary course of business, we have indudioheited indemnification provisions in certain @fir agreements with parties with
which we have commercial relations, including aanslard marketing, promotions and application-progning-interface license agreements.
Under these contracts, we generally indemnify, aldnless, and agree to reimburse the indemnitety fior losses suffered or incurred by
the indemnified party in connection with claimsdyhird party with respect to our domain nameslenaarks, logos and other branding
elements to the extent that such marks are appdi¢calour performance under the subject agreeneatlimited number of agreements, we
have provided an indemnity for other types of thpadty claims, which are indemnities mainly relatedrarious intellectual property rights. In
our PayPal business, we have provided an indertmibyir payment processors in the event of certaid-party claims or card network fines
against the processor arising out of conduct byPBbgr PayPal customers. It is not possible tordete the maximum potential loss under
these indemnification provisions due to our limitestory of prior indemnification claims and theigure facts and circumstances involved in
each particular provision. To date, no significemsts have been incurred, either individually dreatively, in connection with our
indemnification provisions.

Recent Accounting Pronouncements

See “Note 1 — The Company and Summary of Signifiéaatounting Policies” to the condensed consolidditeancial statements,
regarding the impact of certain recent accountimmpuncements on our condensed consolidated fiabstatements.

Item 3: Quantitative and Qualitative Disclosures About MagkRisk

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 inlP#em 7A, “Quantitative and Qualitative Disclags About Market Risk,” in our Annual
Report on Form 10-K for the year ended Decembe3@8. Our market risk profile has not changedifiantly during the first six months of
2009.

Interest Rate Risk

We actively monitor the third-party depository itions that hold our cash and cash equivalents diersify our cash and cash
equivalents among counterparties to minimize exygtuany one of these entities. Our emphasisiisapily on safety of principal while
secondarily maximizing yield on those funds. Toiaeh this objective, we maintain our portfolio @fsh equivalents and short-term and long-
term investments in a variety of securities, inalgdyovernment and corporate securities and morekehfunds. These investments are
generally classified as available-feale and consequently are recorded on the bal&weet at fair value with unrealized gains or logep®rtec
as a separate component of accumulated other chensize income, net of estimated tax.

Investment Risk

As of June 30, 2009, the carrying value of our casth cash equivalents approximated their fair vaha represented approximately 82%
of our total cash, cash equivalents and investmperifolio, which was held primarily in bank depasitommercial paper and money market
funds. As of June 30, 2009, we held no direct inmests in auction rate securities, collateralizettabligations, structured investment
vehicles or mortgage-backed securities.

Foreign Currency Risk

Our foreign currency exposure continues to evob/eia grow internationally. Our exposure to foretgmrency transaction gains and
losses is the result of certain net receivablesfisum our foreign subsidiaries and customers begominated in
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currencies other than the U.S. dollar, primarily Euro, British pound, Korean won and Australiatiadon which our revenues and profits are
denominated. A portion of these risks is hedgetflbatuations could impact our results of openasipfinancial position, and cash flows.

Item 4: Controls and Procedure

(a) Evaluation of disclosure controls and procedur&ased on the evaluation of our disclosure contints procedures (as defined in
Securities Exchange Act of 1934 Rules 13a-15(e)l&d15(e)) required by Securities Exchange AceRdl3a-15(b) or 15d-15(b), our Chief
Executive Officer and our Chief Financial Officeave concluded that as of the end of the periodrealvby this report, our disclosure controls
and procedures were effective.

(b) Changes in internal controlsThere were no changes in our internal control dwancial reporting that occurred during the pdrio
covered by this report that have materially affdcta are reasonably likely to materially affeaty ainternal control over financial reporting.

PART II: OTHER INFORMATION

ltem 1: LEGAL PROCEEDINGS

The information set forth under “Note 8 — Commitrteeand Contingencies” to the condensed consolidatadcial statements included
in Part |, Item 1 of this report is incorporatedéir by reference.

Item 1A: RISK FACTORS
Risk Factors That May Affect Results of Operationsand Financial Condition

The risks and uncertainties described below aretim@tonly ones facing us. Other events that wead@urrently anticipate or that we
currently deem immaterial also may affect our resof operations and financial condition.

Our operating results may decline.

Our operating results have varied on a quartersysbduring our operating history. Our operatingibssmay fluctuate significantly as a
result of a variety of factors, many of which atgside our control. Factors that may affect ourrafieg results include the following:

» general economic conditions, including the positjbif a protracted recession in the U.S. and ddvadde economic slowdowtr
recent disruptions to the credit and financial nagskn the U.S. and worldwide; and those economiditions specific to the
Internet, ecommerce and payments indust

» our ability to retain an active user base, attrast users, and encourage existing users to lissifer sale, purchase items through
our websites, or use our payment service or comeatinh software and products, especially when amesispending is
contracting;

» the primary and seco-order effects of previously announced and possililee changes to our pricing, products and pdic
including, among other changes: a reduced empbasipfront fees (e.g., insertion fees for listings)l corresponding increases in
success-based fees (e.g., final value fees foriwoits); new algorithms for determining which ligjs appear at the top of searches;
changes to buyer and seller feedback criteriataigbeller standards, which may restrict some igeftem selling on our websites
even if they have been able to do so historicalkyy restrictions or holds on payments made to icestlers or in connection with
certain categories of higher-risk transactions; meentives and rewards for top PowerSellers, widlg pricing discounts;
increased protection for buyers; lower insertiogsféor, and extended duration of, listings of fbgtte items; shipping and
handling limits on certain categories of items (engedia); requiring sellers to accept at leastapmoved payment method (and
restricting sellers from referencing non-permitgeyment methods, including paper forms of paymeal s checks and money
orders), on eBay.com in the U.S. for most categasfaétems; and recently announced changes intetededve more sales and
improve seller efficiency, including, among othehg expansion of buyer incentives and loyalty paatg, requiring sellers to
provide additional key information intended to Bayer expectations and reduce seller costs, amjelsato the dispute resolution
process (including directing eBay buyers to resaligputes with sellers through eBay instead ofubloPayPal)

» our ability to improve the quality of the user exipace on our websites in light of the improvedlguaenerally of the user
experience offered by competitive Internet mercsi

» our ability to reduce the loss of active buyers seliers and increase activity of the users ofMarketplaces business, especially
with respect to our top buyers and sellers, ané@afly in the U.S., Germany and the U.
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« our ability to successfully integrate and managgrmsses that we acquire, including new needs tageacredit risks and bad de
following our acquisition of Bill Me Later in Noveber, 2008 and to manage competing marketplacesiiaafollowing our
acquisition of Gmarket in June 20(

» consumer confidence in the safety and securityaofsactions using our websites or technol
« our ability to manage the costs of our user prataghrograms
» the volume, velocity, size, timing, monetizationdacompletion rates of transactions using our viebsir technology

» regulatory and legal actions imposing obligationsoar businesses or our users, including the injoncelated to certain cosmetic
and perfume brands (s“Item 1— Legal Proceedin(’ above);

* new laws or regulations, or interpretations of #xgslaws or regulations, that impose liability os for actions of our users or
otherwise harm our business models or restrictritegnet, ecommerce, online payments, online atbiegtor online
communications

» our ability to meet regulatory requirements as wgaad the range and geographical scope of P’s services and the range
services and marketing programs offered by Sk

» the actions of our competitors, including the idtrotion of new sites, services, and produ
* our ability to manage PayF s payment funding mi»

» our ability to manage the transaction loss rateBay and in our Payments busine

« our ability to manage funding costs and lossesdcatsal with our Bill Me Later busines

» the amount and timing of operating costs and chgienditures relating to the maintenance andmesipa of our businesses,
operations, and infrastructul

» the costs and results of litigation that involves
« our ability to develop product enhancements, pnograand features at a reasonable cost and in by timaner;

» our ability to upgrade and develop our systemsasifucture, and customer service capabilitiexcto@mmodate growth and to
improve our websites at a reasonable cost whil@taiaing 24/7 operation:

» technical difficulties or service interruptions aiving our websites or services provided to usworsers by third partie

« our ability to comply with the requirements of ¢iets whose services are required for our operatisunsh as credit card networks
and banks

» our ability to manage our businesses following néceductions in our workforc:

» the cost and availability of online and traditiomalvertising, and the success of our brand buildimdymarketing campaigr
» our ability to attract new personnel in a timelyaffective manner and to retain key employ:

» the continued healthy operation of our technolaggpdiers and other parties with which we have comeiaérelations

» our ability to manage, profitably expand and effedyy monetize the Skype busine

« continued consumer acceptance of the Internenasdéum for commerce and communication in the fddaaveasing publicity
about fraud, spoofing, phishing, viruses, spywaralware and other dangers of the Internet;

* macroeconomic and geopolitical events affectingoence generally

It is difficult for us to forecast the level or soe of our revenues or earnings accurately. In \déthe rapidly evolving nature of our
business, we believe that period-to-period compasgf our operating results may not be meaningfud, you should not rely upon them as an
indication of future performance. We do not havelbag, and substantially all of our net revenuesheguarter come from transactions
involving sales or payments during that quartere Buthe inherent difficulty in forecasting reveaui is also difficult to forecast income
statement expenses as a percentage of net rev€uaaserly and annual income statement expensapasentage of net revenues may be
significantly different from historical or projeateates. Our operating results in one or more &utjrarters may fall below the expectations of
securities analysts and investors. In that evlettriading price of our common stock would almestainly decline.

We invest heavily in marketing and promotion, casto support, protection programs, technology anhéu development of the
operating infrastructure for our core and non-aggerations. Some of this investment entails lomgiteontractual commitments. As a result,
we may be unable to adjust our spending rapidlyughdo compensate for any unexpected revenue ahowhich may harm our profitability.
Growth rates of our Marketplaces businesses inmmmst established markets, such as the U.S., Gerarahthe U.K., have been declining.
Despite our efforts to stem these declines, groatibs in these and other markets may continuediinge As our penetration in established
markets grows, we will increasingly need to focaskeeping existing users, especially our top bugedssellers, active and increasing their
activity level on our websites in order to contirtaggrow our business. In addition,
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our Marketplaces business is facing increased cbtiveepressure. If we are unable to change owrises in ways that reflect the changing
demands of the ecommerce marketplace, particulaglyigher growth of sales of fixed-price items &igher service levels, our business will
suffer.

In April and July 2009, we announced changes toMarketplaces business intended to drive more saldsmprove seller efficiency,
including, among others, the expansion of buyeentives and loyalty programs, requiring sellerpriavide additional key information
intended to set buyer expectations and reducer selits, changes to the dispute resolution pra@esisiding directing eBay buyers to resolve
disputes with sellers through eBay instead of thioBayPal), changes to performance standards aravards for sellers (including the
creation of a new topated seller status), and the discontinuation ahaeoptional seller listing features. We may mékeher changes in the
or other areas in the future.

Some of the changes that we have announced tddaéebeen controversial with, and led to dissatigfa among, our sellers, and
additional changes that we announce in the futuag atso be negatively received by some of our elgiven the number of recent changes
that we have made to our policies and pricing,dayrtake a number of our sellers some time to faflyess and adjust to these changes, and
sellers may elect to reduce volume while makinghsaagsessments and adjustments. If any of thesgeba@ause sellers to move their business
(in whole or in part) away from our websites orasthise fail to improve gross merchandise volumthernumber of successful listings, our
operating results and profitability will be harmed.

We believe that the mix of sales under our tradélauction-style listing format and fixed-pricstihg format will continue to shift
towards our fixed-price format. Accordingly, we expthat some of the features related to our imadit auction-style format will become less
meaningful to our sellers, which would result inaresponding decrease in revenues from such &esatlr addition, we expect that the costs
associated with our seller discount programs wikéase as more sellers will become eligible fohaliscounts.

In addition, because a large percentage of Pay&taddctions originate on the eBay platform, deslinegrowth rates in major
Marketplaces markets also adversely affect PayBabwth rate. The expected future growth of ourfReaySkype, StubHub, and other lower
margin businesses may also cause downward pressuner profit margins because those businesseslbaee gross margins than our
Marketplaces platforms.

An economic recession could harm our business.

Our Marketplaces and Payments businesses are dagenmdconsumer purchases. The current economintdowhas resulted in reduc
buyer demand and reduced selling prices and maiceetthe volume of purchases on our Marketplacdfoptas and the volume of transactic
paid for using our PayPal payment service, all biclv would adversely affect our business. In additen economic downturn will likely
adversely affect our advertising revenues and ooatto require us to increase our reserves fodeatiand transaction losses. Continuing poor
economic conditions will likely continue these tien

We are exposed to fluctuations in currency exchangées and interest rates.

Because we conduct a significant and growing poemibour business outside the United States buirtequr financial results in
U.S. dollars, we face exposure to adverse moveniectgrency exchange rates. In connection witlmitdti-currency service, PayPal fixes
exchange rates twice per day, and may face finbexposure if it incorrectly fixes the exchangeerat if exposure reports are delayed. PayPal
also holds some corporate and customer funds ifLh8Bncurrencies, and thus its financial resulesatfected by the translation of these non-
U.S. currencies into U.S. dollars. In addition, tasults of operations of many of our internatibnfdcused websites are exposed to foreign
exchange rate fluctuations as the financial resilthe applicable subsidiaries are translated filoenlocal currency into U.S. dollars upon
consolidation. If the U.S. dollar weakens againseign currencies, the translation of these foreigmency denominated transactions will re
in increased net revenues, operating expensesgiatridcome. Similarly, our net revenues, operagirgenses, and net income will be
negatively impacted if the U.S. dollar strengthagainst foreign currencies, as happened in thengieltalf of 2008. Net revenues in the six
months ended June 30, 2009 were negatively impdgtédreign currency translation of $369.9 millimompared to the same period of the
prior fiscal year. Operating income for the six titmended June 30, 2009 was negatively impactédrbign currency translation of
$175.7 million, compared to the same period ofpthier fiscal year. As exchange rates vary, netssatel other operating results, when
translated, may differ materially from expectatiolmsparticular, to the extent the U.S. dollar sg#hens against the Euro, British pound,
Australian dollar, or Canadian dollar, our foremgwenues and profits will be reduced as a resuhede translation adjustments. While from
time to time we enter into transactions to hedg#iguus of our foreign currency translation exposiutres impossible to perfectly predict or
completely eliminate the effects of this exposimeaddition, to the extent the U.S. dollar strergih against the Euro, the British pound, the
Australian dollar, and the Canadian dollar, crosedbr trade related to purchases of dollar-denomihgoods by non-U.S. purchasers will
likely decrease, and that decrease will likely In@tffset by a corresponding increase in crossdydrdde involving purchases by U.S. buyers
of goods denominated in other currencies, adveedédgting our business.

In addition, we face exposure to fluctuations iteiast rates. For example, recent reductions érest rates have reduced our investment
income, including income we earn on PayPal custdrakances, which in turn has materially lowered metrinterest income.
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Bill Me Later’s operations are dependent on CIT Blan

We acquired Bill Me Later, a company that provittesisaction-based credit, in November 2008. Bill Mger is neither a chartered
financial institution nor is it licensed to makeitt in any state. Accordingly, Bill Me Later reli@s CIT Bank to extend credit to customers in
order to offer the Bill Me Later service. When aasamer makes a purchase using the Bill Me LateticerCIT Bank funds the consumer loan
at the point of sale and advances funds to thehmetcBill Me Later subsequently purchases theivabée related to the consumer loan
extended by CIT Bank. Although CIT Bank continue®tn each customer account, Bill Me Later ownsréhated receivable and is
responsible for all servicing functions relatedtte account. Any termination or interruption of B&nk’s services to us could materially and
adversely affect our ability to offer the Bill Meater service. Under those circumstances, we woallequired to either reach a similar
arrangement with another chartered financial intib, which may not be available on favorable tgrihat all, or to obtain our own bank
charter, which would be a time-consuming and cgsthcess and would subject us to a number of aditiaws and regulations. On July 20,
2009, CIT Group, the parent company of CIT Bankyamced a restructuring plan. If CIT Group is ueaol complete the restructuring plan,
or if CIT Group’s financial condition otherwise gifjcantly impairs CIT Bank’s financial conditiorr @perations or if CIT Bank’s financial
condition or operations are adversely affectechfor reason, CIT Bank could be placed under FDI@ivecship. In the event of a receivership,
the FDIC as receiver could potentially terminatesaspend our commercial relationship with CIT Bdhkuch a termination or suspension
occurs before Bill Me Later has reached a simitetrggement with another chartered financial ingttuto provide such services, Bill Me La
would be unable to originate any new transactiontd a new arrangement was made, which would meltgrand adversely affect Bill Me
Later’s business during that period.

The listing or sale by our users of pirated or cawnfeit items may harm our business.

We have received in the past, and we anticipateiviag in the future, communications alleging tbattain items listed or sold through
our service by our users infringe third-party coglts, trademarks and trade names, or other ictabé property rights. See “ltem 1 — Legal
Proceedings” above. Although we have sought to waetk/ely with the owners of intellectual properights to eliminate listings offering
infringing items on our websites, some rights owreve expressed the view that our efforts ardfinmnt. Content owners and other
intellectual property rights owners have been adtivasserting their purported rights against etiompanies, including eBay. Allegations of
infringement of intellectual property rights haesulted in threats of litigation and actual litigatagainst us from time to time by rights
owners, including litigation brought by luxury baowners such as Tiffany & Co. in the U.S. (wheiféafy & Co. is currently appealing the
trial court ruling in favor of eBay), Rolex S.A.&Coty Prestige Lancaster Group GmbH in Germanyjd Wuitton Malletier and Christian
Dior Couture in France, L'Oréal SA, Lancéme ParfiehBeauté & Cie, and Laboratoire Garnier & Ciséveral European countries. The
plaintiffs in these cases seek to hold eBay liftMalleged counterfeit items listed on our sitggtird parties, for “tester” and other not for
resale consumer products and for unboxed and atlegredly nonconforming products listed on oursshg third parties, for the alleged misuse
of trademarks or copyrights in listings or othemvi our sites, or in connection with paid seadbregisements, or for alleged violations of
selective distribution channel laws or parallel ortdaws for listings of authentic items. Such ptéfs seek, among other things, injunctive
relief and damages. In the aggregate, these suitd cesult in significant damage awards and cadidersely affect our business. In June 2008,
the Paris Court of Commerce ruled in thauis Vuitton Malletieland Christian Dior Couturecases that eBay and eBay International AG were
liable for failing to prevent the sale of countérfiems on its websites that traded on plaintifisdnd names and for interfering with the
plaintiffs’ selective distribution network. The adawarded the plaintiffs approximately EUR 38.8liom in damages and issued an injunction
(enforceable by daily fines of up to EUR 100,00@)hbiting all sales of perfumes and cosmetics ingahe Dior, Guerlain, Givenchy and
Kenzo brands over all worldwide eBay sites to tkiest they are accessible from France. We haventaleasures to comply with the
injunction and have appealed these rulings. Howdkiese and similar suits may force us to modifylmusiness practices, which could lower
our revenue, increase our costs or make our wellgiés convenient to our customers. Any such iesaolild materially harm our business.

In addition to litigation from rights owners, we ynlae subject to regulatory, civil or criminal precings and penalties if the authorities
believe we have aided in the sale of counterfeddgoWhile we have had some early success in defgradainst such litigation, more recent
cases have been based, at least in part, on diffiegal theories than those of earlier casestlage is no guarantee that we will continue to be
successful in defending against such litigatiorr. &@mple, the German Federal Supreme Court hed tiat we may owe duties, under cer
circumstances, to content owners and competittating to taking reasonable steps to prevent gtm§ of illegal, counterfeit, and pirated
items. Plaintiffs in recent cases have arguedwieasre not entitled to safe harbors under the &ligiillennium Copyright Act in the U.S. or as
a hosting provider in the European Union undemleetronic Commerce Directive because of the alleagtive nature of our involvement w
our sellers, and that, whether or not such safednarare available, we should be found liable beeave supposedly have not adequately
removed listings that are counterfeit or are auibdut allegedly violate trademark law or effeeliy suspended users who have created such
listings. We are constantly seeking to improve anadlify our efforts to eliminate counterfeit andgtéd items. These improvements are in
response to ongoing business initiatives desigoedduce bad buyer experiences and improve custsatisfaction as well as in response to
new patterns we are seeing among counterfeitergtéuetds committing fraud on our users. Notwithstagdhese efforts, we believe
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that the legal climate, especially in Europe, isdming more adverse to our arguments, which mayireqgs to take actions which could lower
our revenues, increase our costs, or make our testisss convenient to our customers, which magmadly harm our business. In addition, a

public perception that counterfeit or pirated itesns commonplace on our site, even if factuallypinect, could damage our reputation and our
business.

Content owners and other intellectual propertytsgiwners may also seek to bring legal action aga&intities that are peripherally
involved in the sale of infringing items, such @yment companies. To the extent that intellectoaberty rights owners bring legal action
against PayPal based upon the use of PayPal's phg®evices in a transaction involving the saleéinging items, including on our
websites, our business could be harmed.

We are subject to patent litigation.

We have repeatedly been sued for allegedly infriggither parties’ patents. Some of these ongoiitg ate described under the heading
“Item 1 — Legal Proceedings,” above. We are a didiehin other patent suits and we have been nitifieseveral other potential patent
disputes, and expect that we will increasingly ligiect to patent infringement claims involving vars aspects of our Marketplaces, Payments
and Communications segments as our services expaedpe and complexity. These claims, whethertoréoius or not, are time consuming
and costly to resolve, and could require expensivanges in our methods of doing business, couldinegs to enter into costly royalty or
licensing agreements, or could require us to ceasducting certain operations.

Use of our services for illegal purposes could haour business.

The law relating to the liability of providers ofiline services for the activities of their userstlogir service is often challenged in the
U.S. and internationally. We may be unable to pn¢wer users from selling unlawful or stolen goodsinlawful services or selling goods or
services in an unlawful manner, and we may be stibgeallegations of civil or criminal liability founlawful activities carried out by users
through our services. We have been subject to aklaavsuits based upon such allegations. In Dece@®@4, an executive of Baazee.com,
Indian subsidiary, was arrested in connection wittser’s listing of a pornographic video clip oattivebsite. We continue to contest the
charges related to this arrest. Similarly, our Kaoreubsidiary and one of its employees were fouimdirally liable for listings on the Korean
subsidiary’s website. The German Federal Supremet®as ruled that we may have a duty to take restse measures to prevent prohibited
DVDs from being sold on our site to minors and tt@hpetitors may be able to enforce this duty. truaber of circumstances, third parties
have alleged that our services aid and abet certalations of certain laws, including antiscalpilagvs with respect to the resale of tickets, |
regarding the sale of counterfeit items, the fega@hstolen goods, selective distribution chanaeld, and distance selling laws.

Although we have prohibited the listing of stolesogs and certain higtisk items and implemented other protective measwe may b
required to spend substantial resources to takigi@ual protective measures or discontinue cersairvice offerings, any of which could harm
our business. Any costs incurred as a result afrgil liability relating to the alleged or actalle of unlawful goods or the unlawful sale of
goods could harm our business. Certain manufastared large retailers have sought new U.S. Fedarhbtate legislation regarding stolen
goods that could limit our ability to allow selldsuse our sites without confirming the sourceaoiy their legal rights to sell, the underlying
goods. In addition, from time to time we have reedisignificant media attention relating to théitig or sale of unlawful goods and stolen
goods using our services. This negative publigten if factually incorrect, could damage our regioh, diminish the value of our brand
names and make users reluctant to use our services.

PayPal’'s payment system is also susceptible tonpally illegal or improper uses. These may incliltegal online gambling, fraudulent
sales of goods or services, illicit sales of priggion medications or controlled substances, pirafcgoftware and other intellectual property,
money laundering, bank fraud, child pornographffitleing, prohibited sales of alcoholic beveragedabacco products, and online securities
fraud. Recent changes in law have increased thaltpEsfor intermediaries providing payment sersiéar certain illegal activities. Despite
measures PayPal has taken to detect and lessaskttod this kind of conduct, illegal activities @l still be funded using PayPal. Any result
claims or liabilities could adversely affect oursimess.

We are subject to risks associated with informatidisseminated through our service.

As discussed above with respect to certain spes#iges, the law relating to the liability of ordiservices companies for information
carried on or disseminated through their servisexften unsettled. Claims could be made againgt@skrvices companies under both U.S.
foreign law for defamation, libel, invasion of pasy, negligence, copyright or trademark infringetnenother theories based on the nature
content of the materials disseminated through therivices. Several private lawsuits seeking to sed@bility under a number of these theo
have been brought against us, as well as otheresérvice companies. In addition, domestic aneidorlegislation has been proposed that
would prohibit or impose liability for the transraien over the Internet of certain types of inforimat Our service features a Feedback Forum,
which includes information from users regardingesthsers. Although all such feedback is generayagsbrs and not by us, claims of
defamation
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or other injury have been made in the past andddoellmade in the future against us for not remoeongent posted in the Feedback Forum.

Furthermore, several court decisions arguably mavewed the scope of the immunity provided tormé service providers like us
under the Communications Decency Act. For exantpgeNinth Circuit has held that certain immunitpyisions under the Communications
Decency Act might not apply to the extent that &site owner materially contributes to the developtwd unlawful content on its website. As
our websites evolve, challenges to the applicghilitthese immunities can be expected to contiuaddition, the Paris Court of Commerce
has ruled in th&ouis Vuitton MalletiemndChristian Dior Couturecases that applicable laws protecting passiveriatéhosts” from liability
are inapplicable to eBay given that the contemjuastion was provided by users under eBay’s coatrdlauthority. This trend, if continued,
may increase our potential liability to third pegifor the user-provided content on our sitesjqaatrly in jurisdictions outside the U.S. where
laws governing Internet transactions are unsettfeddle become liable for information provided byraisers and carried on our service in any
jurisdiction in which we operate, we could be dilgbiarmed and we may be forced to implement newsuees to reduce our exposure to
liability, including expending substantial resows@® discontinuing certain service offerings, whiebuld negatively affect our financial resu
In addition, the increased attention focused ujadrility issues as a result of these lawsuits a&gislative proposals could require us to incur
additional costs and harm our reputation and osmass.

Government inquiries may lead to charges or penedti

A large number of transactions occur on our websitea daily basis. Government regulators havevede significant number of
consumer complaints about both eBay and PayPathwhihile small as a percentage of our total tretisas, are large in aggregate numbers.
As a result, from time to time we have been coethbly various foreign and domestic governmentalleggry agencies that have questions
about our operations and the steps we take togirote users from fraud. PayPal has received irgpinegarding its restriction and disclosure
practices from the Federal Trade Commission andrdigg these and other business practices frorattbeneys general of a number of states.
In September 2006, PayPal entered into a settleaggaement with the attorneys general of a numbstates under which it agreed to pay
$1.7 million to the attorneys general, shorten stneamline its user agreement, increase educatiessaging to users about funding choices,
and communicate more information regarding prod&ctirograms to users. We currently face inquiniemfgovernment regulators in various
jurisdictions related to actions that we have tatkext are designed to improve the safety of traiwason our websites, most notably
requiring PayPal to be offered and/or used foraetigh-risk transactions or by certain sellersentain jurisdictions, and we may face similar
inquires from other government regulators in there. For example, the Reserve Bank of Australi@médy reviewed our policies requiring
sellers to offer PayPal as a payment alternativeost transactions on our localized Australian vitekend precluding sellers from imposing a
surcharge or any other fee for accepting PayPattmr payment methods. Similarly, Bill Me Later Hiasm time to time received customer
complaints that could result in investigations iBitd Me Later’s business practices by state oefatiregulators. As a result of the current
credit crisis, we expect new laws and regulationset adopted that impose, among other things,iaddltobligations and restrictions on
providers of credit. We are likely to receive adiitl inquiries from regulatory agencies in theufet including under existing or new credit
laws or regulations, which may lead to action agiairs. We have responded to all inquiries from lleggey agencies by describing our current
and planned antifraud efforts, customer supportgulares, operating procedures and disclosureaelbo more of these agencies is not
satisfied with our response to current or futuiguinies, we could be subject to enforcement actifings or other penalties, or forced to change
our operating practices in ways that could harmbaginess.

We are subject to general litigation and regulatodysputes.

From time to time, we are involved in other dispute regulatory inquiries that arise in the ordyneourse of business. The number and
significance of these disputes and inquiries hagesased as our business has expanded and ourrpimgagrown larger. We have in the past
been forced to litigate such claims. We may alsmb®e more vulnerable to thipgarty claims as laws such as the Digital Millenni@apyright
Act, the Lanham Act and the Communications Decegkatyare interpreted by the courts and as we exgaodraphically into jurisdictions
where the underlying laws with respect to the pidhability of online intermediaries such as salves are either unclear or less favorable.
Any claims or regulatory actions against us, whetheritorious or not, could be time consuming resutostly litigation, damage awards,
injunctive relief, or increased costs of businéssugh adverse judgment or settlement, require edange our business practices in expensive
ways, require significant amounts of managemeng tirasult in the diversion of significant operatibresources, or otherwise harm our
business.

Failure to deal effectively with fraudulent transdions and customer disputes would increase our loste and harm our business.

Beginning in October 2008, buyers who pay for teations on eBay.com with PayPal are protected igibkd transactions for the full
amount of an item’s purchase price if the buyersduoat receive the goods they purchased or if tleelgdiffer significantly from what was
described by the seller. Furthermore, U.S. sedareBay.com have received improved seller protedto eligible transactions in which the
seller is paid with PayPal, in that they are codexgainst payment reversals due to buyer clainas afnauthorized payment or an item that
not received, so long as the seller follows spediihipping and handling practices. We
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have also enhanced our buyer and seller protediiocertain eBay international marketplaces. Thesges to PayPal’s buyer and seller
protection program could result in future increamed fluctuations in our Payments transaction tats For the full year ended December 31,
2008 and the three months ended June 30, 200®,ayuments transaction losses (including both dicesstes and buyer protection payouts)
totaled $171.5 million and $49.5 million, represent0.29% and 0.30% of our net Total Payment Volumeach period, respectively. We hs
recently announced plans to change the disputéutesoprocess for transactions on eBay.com and/e®auk (including directing eBay buy:
to resolve disputes with sellers through eBay axbtaf through PayPal), which could result in arréase in our transaction losses.

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@ppropriate measures to promote both conveniandesecurity for customers. Identity
thieves and those committing fraud using stoledite@rd or bank account numbers can potentiadigldarge amounts of money from
businesses such as PayPal. We believe that sefdtalyPals current and former competitors in the electrqaigments business have gone
of business or significantly restricted their besises largely due to losses from this type of frélvitile PayPal uses advanced anti-fraud
technologies, we expect that technically knowletgeariminals will continue to attempt to circumyétayPal’s anti-fraud systems using
increasingly sophisticated methods. In additioryHzéls service could be subject to employee frauotleer internal security breaches, and
PayPal may be required to reimburse customersipfunds stolen as a result of such breaches. Metslktould also request reimbursement,
or stop using PayPal, if they are affected by bdisgard or other types of fraud.

PayPal incurs substantial losses from merchantfriagluding claims from customers that merchaitgehnot performed or that their
goods or services do not match the merchant’s ghtiger. PayPal also incurs losses from claims thatcustomer did not authorize the
purchase, from buyer fraud, from erroneous transions, and from customers who have closed bankuatseor have insufficient funds in
them to satisfy payments. In addition to the diexdts of such losses, if they are related to toedld transactions and become excessive, they
could potentially result in PayPal losing the righticcept credit cards for payment. If PayPal wergble to accept credit cards, the velocity of
trade on eBay could decrease and result in corneipg decreases in our net Total Payment Volumehiich case our business would further
suffer. Bill Me Later is similarly subject to thisk of fraudulent activity associated with merctsanisers of the Bill Me Later service and third
parties handling its user information, which cowmdrease our exposure to transaction losses andedtie profitability of Bill Me Later’s
business. Our Payments business has taken me&suaietect and reduce the risk of fraud, but thesasures need to be continually improved
and may not be effective against new and contigualblving forms of fraud or in connection with n@noduct offerings. If these measures do
not succeed, our business will suffer.

eBay faces similar risks with respect to frauduksrttvities on its websites. eBay periodically igee complaints from users who may
have received the goods that they had purchasednie cases individuals have been arrested andctaavor fraudulent activities using our
websites. eBay also receives complaints from selidro have not received payment for the goodsatatyer had contracted to purchase. Non-
payment may occur because of miscommunication,useca buyer has changed his or her mind and denimed honor the contract to
purchase the item, or because the buyer bid oitetremaliciously in order to harm either the setieeBay. In some European and Asian
jurisdictions, buyers may also have the right tthdiaw from a sale made by a professional sellériwi specified time period. Whi
sometimes eBay can suspend the accounts of userfawko fulfill their payment or delivery obligains to other users, eBay does not have the
ability to require users to make payment or dely@ods, or otherwise make users whole other thadfn our limited buyer protection
programs. The impact of recently announced chatwgesr dispute resolutions program is discussedadre detail below under the caption
“Changes to our dispute resolution process coudtkeamse our costs and loss rate.”

Other than through these programs, eBay does mapensate users who believe they have been defrdoydetther users, although users
who pay through PayPal may have reimbursementsigbin their credit card company or bank, whictum will seek reimbursement from
PayPal. eBay also periodically receives compldinats buyers as to the quality of the goods purctia¥ée expect to continue to receive
communications from users requesting reimbursemietitreatening or commencing legal action agaisst no reimbursement is made. Our
liability for these sort of claims is only begingito be clarified in some jurisdictions and mayhiigher in some non-U.S. jurisdictions than it is
in the U.S. Litigation involving liability for thi-party actions could be costly for us, divert ngeraent attention, result in increased costs of
doing business, lead to adverse judgments, orwitbeharm our business. In addition, affected uadtdikely complain to regulatory agenci
that could take action against us, including impgdines or seeking injunctions.

Negative publicity and user sentiment generatesl r@sult of fraudulent or deceptive conduct by sisérour Marketplaces and Payments
services could damage our reputation, reduce dlityab attract new users or retain our currergnss diminish the value of our brand names.
We believe that negative user experiences are fotie @rimary reasons users stop using our services
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Changes to our dispute resolution process couldreg®se our costs and loss rate.

In April 2009, we announced plans to change thpulesresolution process (which we refer to as te&ois) for transactions on
eBay.com and eBay.co.uk in which buyers claim thmiwas not received or the item they receiveddiffsrent from that described in the
listing. Currently, buyers with an issue on our gBam and eBay.co.uk platform are generally reglioecontact the seller directly, and, if tl
are unable to resolve the issue, to start theutisnk process online via PayPal’s resolution aeitftéhe buyer did not pay with PayPal, they
may have no recourse. We are in the process diti@mng to a new, on-eBay resolutions procesyigex by eBay customer support, which
will serve as the primary entry point for buyersondre unable to resolve their disputes with eBégrse Among other things, the new
resolutions process provides that eBay will reinsbuthe buyer in cases where the item was not regeivthe item they received was different
from that described in the listing and the selleesinot provide adequate resolution to the buyere¥pect that our costs associated with
resolutions will increase as we make these chatogesr resolutions process. In addition, the eBastamer support team that will handle
resolutions does not have the same experiencaun filetection as the PayPal customer support taoinye may therefore be susceptible t
increase in fraud and associated transaction l@sagesult of these changes. We may make furttzgrges in these or other areas in the
future.

Any factors which reduce cross-border trade couldrim our business.

Cross-border trade has become an increasingly tawptosource of both revenue and profits for uss€#oorder transactions using our
websites generally provide higher revenues andsgraggins than similar transactions that take pletigin a single country or market. We
generally earn higher transaction fees for croggidraransactions involving PayPal, and our Marleetes business continues to represent a
relatively easy way for buyers and sellers to ergagross-border trade compared with other alteres To the extent that any factors result
in a net reduction in cross-border trade, includargong other factors, fluctuations in exchangesiahe application of specific national or
regional laws (e.g., selective distribution charaels and parallel import laws) to users in othmurdries, or any other factors impose
restrictions on, or increase the costs of, shipgimogds across national borders (including custamfiereement and tariffs), our business would
suffer. We believe that recent increases in thatived value of the U.S. dollar versus other curiesibave reduced cross-border trade between
U.S. sellers and foreign buyers, without a corresjimy increase in cross-border traffic in the otflieection, adversely affecting our business.

Our business is subject to online security risks¢luding security breaches and identity theft.

To succeed, online commerce and communications pnaside a secure transmission of confidentialimfation over public networks.
Our security measures may not detect or prevenrisgbreaches that could harm our business. Ctiyremsignificant number of our users
authorize us to bill their credit card account®dily for all transaction fees charged by us. PEgResers routinely provide credit card and o
financial information. We rely on encryption andtentication technology licensed from third parteprovide the security and authentication
to effectively secure transmission of confidenitidibrmation, including customer credit card numbérdvances in computer capabilities, new
discoveries in the field of cryptography or othewdlopments may result in a compromise or breatheofechnology used by us to protect
transaction data. In addition, any party who isdblillicitly obtain a user's password could accH#® user’s transaction data. An increasing
number of websites have reported breaches of $beirrity. Any compromise of our security could hayan reputation and, therefore, our
business, and could result in a violation of agile privacy and other laws. In addition, a pahitis able to circumvent our security meas
could misappropriate proprietary information, caumerruption in our operations, damage our comsube those of our users, or otherwise
damage our reputation and business. Under creditrakes and our contracts with our card process$biisere is a breach of credit card
information that we store, or that is stored by PPalis direct credit card processing customers, we coeliable to the credit card issuing ba
for their cost of issuing new cards and relatedeasps. In addition, if we fail to follow credit daindustry security standards, even if there i
compromise of customer information, we could insignificant fines or lose our ability to give custers the option of using credit cards to
fund their payments or pay their fees. If we wemahle to accept credit cards, our business woukkbeusly damaged.

eBay’s Korean subsidiary, IAC, has notified a migjoof its approximately 20 million users of a Jamy 2008 data breach involving
personally identifiable information including nanaeldress, resident registration number and somsaction and refund data (but not
including credit card information or real time barkinformation). Approximately 143,000 users haved IAC over this breach in several
lawsuits in Korean courts and we expect more tealm the future. Trial for a group of represemasuits is scheduled to begin in August
2009. There is some precedent in Korea for a ¢owgtant “consolation money” for data breaches auitha specific finding of harm from the
breach. Such precedents have involved paymentg taf approximately $200 per user. IAC intends govously defend itself in this lawsuit.
December 2008, the Korea Consumer Agency (KCA) naadlen-binding recommendation that IAC make payseh60,000-100,000 Korean
won (approximately $40-$80) to users who had comptato it as a result of such breach. IAC rejetkdsinon-binding recommendation and
did not make any payments, and this KCA processhdsd.

Our servers are also vulnerable to computer virysmgsical or electronic break-ins, and similargigions, and we have experienced
“denial-of-service” type attacks on our system tiete made all or portions of our websites unakéléor periods of
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time (most recently involving our Korean IAC welesit July 2009). We may need to expend significagburces to protect against security
breaches or to address problems caused by breddtese issues are likely to become more difficsifve expand the number of places where
we operate. Security breaches, including any bregals or by parties with which we have commengédtionships that result in the
unauthorized release of our users’ personal infionacould damage our reputation and expose agitk of loss or litigation and possible
liability. Our insurance policies carry low coveealimits, which may not be adequate to reimbursubsses caused by security breaches.

Our users, as well as those of other prominentrietecompanies, have been and will continue tabgeted by parties using fraudulent
“spoof” and “phishing” emails to misappropriate pasrds, credit card numbers, or other personatimétion or to introduce viruses through
“trojan horse” programs to our users’ computerseskhemails appear to be legitimate emails senBhy,ePayPal, Skype, or a user of one of
those businesses, but direct recipients to fakesitexboperated by the sender of the email or reqasthe recipient send a password or other
confidential information via email or download agram. Despite our efforts to mitigate “spoof” dptlishing” emails through product
improvements and user education, “spoof” and “ghghremain a serious problem that may damage camds, discourage use of our
websites, and increase our costs.

Changes in regulations or user concerns regardingvacy and protection of user data could adversaffect our business.

We are subject to laws relating to the collectigse, retention, security and transfer of persorid#ntifiable information about our users,
especially for financial information and for usérsated outside of the U.S. In many cases, thege dpply not only to third-party transactions
but also to transfers of information between oweelnd our subsidiaries, and between ourselvesubgidiaries, and other parties with wr
we have commercial relations. New laws in this dr@ae been passed by several jurisdictions, aret gthisdictions are considering imposing
additional restrictions. The interpretation andlagpion of user data protection laws are in aestdtflux. These laws may be interpreted and
applied inconsistently from country to country and current data protection policies and practioay not be consistent with those
interpretations and applications. Complying withg@ varying international requirements could caisse® incur substantial costs or require us
to change our business practices in a manner adt@rmur business. In addition, we have and postusnwebsites our own privacy policies
practices concerning the collection, use and désck of user data. Any failure, or perceived fa|lyy us to comply with our posted privacy
policies or with any regulatory requirements oresedor other federal, state or international pijvacconsumer protection-related laws and
regulations could result in proceedings or actiagainst us by governmental entities or others,estibjs to significant penalties and negative
publicity and adversely affect us. In additionnased above, we are subject to the possibilityeatisity breaches, which themselves may result
in a violation of these laws.

Our revenue from advertising is subject to factdreyond our control.

We derive an increasing portion of our revenuesifealvertising on our websites. Revenues from ordiheertising are sensitive to eve
and trends that affect advertising expendituresh s1$ general changes in the economy and changessamer spending, as well as the
effectiveness of online advertising versus offlaevertising media and the value our websites peotacadvertisers relative to other websites.
Recent economic conditions have adversely impamteddvertising revenue. In addition, major seamhine operators have the ability to
change from time to time, at their sole discretitwe, rules and search algorithms governing thengj@vailability, and placement of online
advertising. Any changes in these rules or sedgurithms could materially reduce the value thatdeeve from online advertising on our
websites, either directly or indirectly. For exampletailers pay a fee to Shopping.com for onlimgppers directed to their websites by
Shopping.com. Rule changes made by search engirf®®0B disrupted traffic to our Shopping.com wejsithich in turn adversely affected
click-through traffic to retailers from our Shopgioom website and associated fee revenue. If wereqe a reduction in our advertising
revenues due to economic, competitive, technolbgicather factors, including the worldwide econorasiowdown, a reduction in revenue due
to the renegotiation of the terms of our contradgth major advertising companies such as Yahoohdkoand Microsoft, or if we are unable to
provide value to our advertisers, our businessfawaghcial results would suffer.

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

We believe that continuing to strengthen our bramitisbe critical to achieving widespread accep&of our services, and will require a
continued focus on active marketing efforts acadkef our brands. We will need to continue to spenbstantial amounts of money on, and
devote substantial resources to, advertising, niagkeand other efforts to create and maintain #dagalty among users. Since 2005, we have
Bla Avis), StubHub, Skype, Bill Me Later and Gmarkamong others. Each of these brands requiresvitsresources, increasing the costs of
our branding efforts. Brand promotion activitiesymet yield increased revenues, and even if theyady increased revenues may not offset
the expenses incurred in building our brands. Adsajor search engine operators that we use to islv@ur brands have frequently-changing
rules that govern their pricing, availability andgement of online advertisement (e.g., paid se&eywords), and changes to these rules could
negatively affect our use of online advertisingptomote our brands. If we fail to promote and ma&imbur brands, or if we incur substantial
expenses in an unsuccessful attempt to promotenanttain our brands, our business would be harmed.
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New and existing regulations could harm our busirges

We are subject to the same foreign and domestis &srother companies conducting business on anbeoffiternet. It is not always cle
how existing laws governing issues such as promawtyership, copyrights, trademarks and other iet#lial property issues, parallel imports
and distribution controls, taxation, libel and detdion, obscenity, and personal privacy apply tinerbusinesses such as ours. The majori
these laws were adopted prior to the advent ofrtteznet and related technologies and, as a rekulipt contemplate or address the unique
issues of the Internet and related technologiess&ttaws that do reference the Internet, suchead 1. Digital Millennium Copyright Act and
the European Union’s Directives on Distance Seliind Electronic Commerce, are being interpretethbycourts, but their applicability and
scope remain uncertain. Furthermore, as our aetvitnd the types of goods and services listeduomebsites expand, including through
acquisitions such as our acquisition of Bill Me érata transactional credit provider, in Novembed@@and StubHub, an online ticket
marketplace, in February 2007, regulatory agermie®urts may claim or hold that we or our useessabject to licensure or prohibited from
conducting our business in their jurisdiction, eitigenerally or with respect to certain actiong.(eéhe sale of real estate, event tickets, cultura
goods, boats and automobiles).

Our success and increased visibility has driveneseristing businesses that perceive our businegglnmbe a threat to their business to
raise concerns about our business models to padikgmns and regulators, particularly in the U.S. Badope. These established businesses and
their trade association groups employ significasburces in their efforts to shape the legal agdlagory regimes in countries where we have
significant operations. They may employ these resesiin an effort to change the legal and regwategimes in ways intended to reduce the
effectiveness of our businesses and the abilitysefs to use our products and services. In paatictilese established businesses have raised
concerns relating to pricing, parallel imports,fessional seller obligations, selective distribntitetworks, stolen goods, copyrights,
trademarks and other intellectual property rights] the liability of the provider of an Internetmketplace for the conduct of its users related to
those and other issues. Success in changing takdegegulatory regimes in a manner that wouldease our liability for third-party listings
could negatively impact our business.

Over the last few years some large retailers aei ttade associations have sought legislationnoraber of states and the U.S. Cong
that would make eBay liable for the sale of stqleoperty or would ban certain categories of goedmfsale on our platform, including gift
cards and health and beauty products. No suchd¢igis has passed. Nonetheless, the proponentsigerto seek passage of such legislation,
and if any of these laws are adopted they coulthlaur business.

Numerous states and foreign jurisdictions, inclgdime State of California, where our headquartezdarated, have regulations regarc
“auctions” and the handling of property by “secoadt dealers” or “pawnbrokers.” Several states angkesforeign jurisdictions, including
France, have attempted, and may attempt in theefuto impose such regulations upon us or our uggtsmpted enforcement of these laws
against some of our users appears to be increasthguch attempted enforcements could harm ounéssi In France, we have been sued by
Conseil des Ventes, the French auction regulatottyosity. The authority alleges that sales on a@nEh website constitute illegal auctions
cannot be performed without its consent. A lawall@ging similar claims has been brought againgtyusvo associations of French antique
dealers. We intend to vigorously defend againste¢Hawsuits. However, this and other regulatory lan@hsure claims could result in costly
litigation and, if successful, could require ushange the way we or our users do business in thaysncrease costs or reduce revenues (for
example, by forcing us to prohibit listings of @rtitems for some locations). We could also bgesitio fines or other penalties, and any of
these outcomes could harm our business.

A number of the lawsuits against us relating tddraark issues seek to have our websites subjecfévorable local laws. For example,
“trademark exhaustion” principles provide trademawkners with certain rights to control the saleadfranded authentic product until it has
been placed on the market by the trademark holdeitb the holder's consent. The application oattemark exhaustion” principles is largely
unsettled in the context of the Internet, anddatiemark owners are able to force us to prohitiibhis of certain items in one or more locations,
our business could be harmed.

As we expand and localize our international agésitwe become obligated to comply with the lawthefcountries or markets in which
we operate. In addition, because our servicesaesaible worldwide, and we facilitate sales ofdgpto users worldwide, one or more
jurisdictions may claim that we or our users aguieed to comply with their laws based on the larabf our servers or one or more of «
users, or the location of the product or servidedpeold or provided in an ecommerce transaction.@xample, we were found liable in Frar
under French law in the recdmuis Vuitton Malletiefitigation for transactions on our websites worldevithat did not involve French buyers
and sellers (see “ltem 1 — Legal Proceedings” apdwavs regulating Internet and ecommerce compamnieside of the U.S. may be less
favorable than those in the U.S., giving greatghts to consumers, content owners, competitorss @s®l other third parties. Compliance may
be more costly or may require us to change oumlessipractices or restrict our service offerings, the imposition of any regulations on our
users may harm our business. In addition, we magubgact to overlapping legal or regulatory regirtiet impose conflicting requirements on
us. Our alleged failure to comply with foreign laesuld subject us to penalties ranging from crirhprasecution to significant fines to bans
our services.

In light of the global financial crisis, federalenakers in Washington, D.C., have discussed thsilpitis/ of overhauling the U.S.
financial regulatory system and making significalndnges to regulations governing financial servibethe event that such
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changes are adopted, they could potentially réstttyPal becoming subject to one or more fed@rahtial services regulators and eBay Inc.
being regulated as a financial services holdingpgamy. Even if we do not become subject to regulatiche manner described in the
preceding sentence, we could be subject to additi@ensure requirements, laws and regulationsiacréased regulatory scrutiny, which
would impose substantial costs on us and couldiregs to change our business practices in wayssbald harm our business.

If our Payments business is found to be subjecbtdn violation of any laws or regulations, includg those governing money
transmission, electronic funds transfers, money ralering, banking and lending, it could be subject liability, licensure and regulatory
approval and may be forced to change its businesgfices.

While PayPal currently allows its customers withdit cards to send payments from 190 markets, PayiRaallows customers in 65 of
those markets (including the U.S.) to receive paysign some cases with significant restrictiongt@manner in which customers can
withdraw funds. These limitations may affect Paygability to grow in these markets.

Of the 190 markets whose residents can use theaPagfrice, 31 (27 countries plus four French cxasdepartments) are members of
the European Union (EU). Since 2007, PayPal hagged localized versions of its service to custasriarthe EU through PayPal (Europe)
S.A.R.L. et Cie, SCA., a wholly-owned subsidiaryRafyPal that is licensed as a bank in LuxembouecgoAdingly, PayPal (Europe) is subject
to significant fines or other enforcement actioit ifiolates the disclosure, reporting, anti-moteyndering, capitalization, funds management,
corporate governance or other requirements imposddixembourg banks. PayPal has limited experiémoperating as a bank, and any fines
or other enforcement actions imposed by the Luxangecegulator could adversely affect PayPal’s bessn PayPal (Europe) implements its
localized services in EU countries through an ekpddpassport” notification process through thexembourg regulator to regulators in other
EU member states pursuant to EU Directives, ancdcbagpleted the “passport” notice process in allrBémber countries. The regulators in
these countries could notify PayPal (Europe) odl@onsumer protection laws that will apply tohitssiness, in addition to Luxembourg
consumer protection law, and could also seek teyaete the Luxembourg regulator to order PayPabfig)rto conduct its activities in the lo
country through a branch office. Any such respoffises these regulators could increase the cosiradelay, PayPal’'s plans for expanding its
business.

In markets other than the U.S., EU, Australia ahth&, PayPal serves its customers through PayRait€i td., a wholly-owned
subsidiary of PayPal that is based in Singaporedny of these markets, it is not clear whetheFa#ly Singapore-based service is subject to
Singaporean law or, if it is subject to local lawgether such local law requires a payment procd®PayPal to be licensed as a bank or
financial institution or otherwise. Even if Pay®Pahot currently required to obtain a license imsqgurisdictions, future localization or targeted
marketing of PayPal’s service in those countriegxpansion of the financial products offered by to new jurisdictions (either alone,
through a commercial alliance or through an actjars), could subject PayPal to additional licenswguirements, laws and regulations and
increased regulatory scrutiny. These factors confibse substantial costs and involve consideratlieydo the provision or development of its
products. Delay or failure to receive such a lieeasregulatory approval could require PayPal ange its business practices or features in
ways that would adversely affect PayPal’s inteoreatl expansion plans, and could require PayPalgpend providing products and services to
customers in one or more countries.

PayPal is also subject to various anti-money latingeand counteterrorist financing laws and regulations aroundwioeld that prohibit
among other things, its involvement in transferring proceeds of criminal activities. Although PalyRas adopted a program to comply with
these laws and regulations, any errors or failofienplement the program properly could lead to laitgs administrative action, and prosecut
by the government. In the United States, PayPalkis subject to regulations that require it to repaspicious activities involving transactions
of $2,000 or more and may be required to obtainka®h more detailed records on the senders angierts in certain transfers of $3,000 or
more. The interpretation of suspicious activitieshis context is uncertain. Future regulationsaurtie USA PATRIOT Act may require
PayPal to revise the procedures it uses to verdyidentity of its customers and to monitor inteioraal transactions more closely. PayPal has
localized its service in several other countried as a result is subject to additional verificationd reporting requirements, which in some ¢
are more stringent. Several countries, includingtfalia, Luxembourg and Singapore, have recentplémented new anti-money laundering
and counteterrorist financing laws and regulations, and P&yida made changes to its procedures accordinglyayPal continues to local
its services in additional jurisdictions, the impatthese varying laws and regulations on PayRalsness is uncertain. PayPal could be
required, among other things, to learn more alisutistomers before opening an account, to obtiditianal verification of customers and to
monitor its customers’ activities more closely. $aeequirements could impose significant costsayPBIl, make it more difficult for new
customers to join its network and reduce the aftracess of its product. Failure to comply withdeal, state or foreign money laundering and
counter-terrorist financing laws could result igrficant criminal and civil lawsuits, penaltieqycaforfeiture of significant assets.

To date, PayPal has obtained licenses to operatermsiey transmitter in 42 U.S. states and terescand interpretations in seven states
that licensing is not required under their existitgtutes. The remaining U.S. states and terrgatienot currently regulate money transmitters.
As a licensed money transmitter, PayPal is sultjegstrictions on its investment of customer furidporting requirements, bonding
requirements, and inspection by state regulatoeneigs. If PayPal were found to be in violation of
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money services laws or regulations, PayPal coulslibgect to liability, forced to cease doing busewiith residents of certain states, forced to
change its business practices, or required to wlidditional licenses or regulatory approvals timatld impose a substantial cost on PayPal.
Any change to PayPal’s business practices that snidfleeservice less attractive to customers or pishits use by residents of a particular
jurisdiction could decrease the velocity of tradee®ay, which would further harm our busine

Although there have been no definitive interpretadito date, PayPal has assumed that its sendcijisct to the Electronic
Fund Transfer Act and Regulation E of the FedeesdRve Board. As a result, among other things, &layBst provide advance disclosure of
changes to its service, follow specified error hason procedures and reimburse consumers for $ogbeve $50 from transactions not
authorized by the consumer. PayPal currently valulgtreimburses consumers for all financial losem transactions not authorized by the
consumer, not just losses above $50. PayPal seqlss most of these losses on to the relevanthamis; but PayPal incurs losses if the
merchant does not have sufficient funds in its Ragecount.

Our Bill Me Later service is similarly subject tovariety of laws and regulations. Although Bill Mater does not originate loans, one or
more jurisdictions may conclude that Bill Me Laig®l lender or money transmitter or loan brokericitould subject us to liability or
regulation in one or more jurisdictions. Additiolyafederal regulators could mandate changes toelationship between Bill Me Later and
CIT Bank, the financial institution that Bill Me Lex relies on to extend credit to customers withBlill Me Later service. Any adverse changes
in this relationship could negatively impact BilleM_ater’s ability to continue operating its busmas currently conducted, as describedsiii
Me Later’s operations are dependent on CIT Bankivab

Changes to credit card networks or bank fees, rulespractices could harm PayPal’s business.

PayPal does not belong to or directly access ceadlit networks, such as Visa and MasterCard. &sualt; PayPal must rely on banks or
other payment processors to process transactindsnast pay fees for this service. From time tcetieredit card networks have increased, and
may increase in the future, the interchange fedsagressments that they charge for each transation one of their cards. PayPal’s credit
card processors have the right to pass any ingéaseterchange fees and assessments on to PayRell as increase their own fees for
processing. These increased fees increase Paypalating costs and reduce its profit margins. BhigRalso required by its processors to
comply with credit card network operating rulesd &ayPal has agreed to reimburse its processoanyjofines they are assessed by credit card
networks as a result of any rule violations by Rdyi? PayPal’'s customers. The credit card netwsetsand interpret the credit card rules.
Credit card networks could adopt new operatingsrolere-interpret existing rules that PayPal opitscessors might find difficult or even
impossible to follow. As a result, PayPal couldddts ability to give customers the option of usamgdit cards to fund their payments. If Pay
were unable to accept credit cards, its businessgdaze seriously damaged. In addition, the velooityrade on eBay could decrease and our
business would further suffer.

PayPal is required to comply with credit card netgbspecial operating rules for Internet paymearvies. PayPal and its credit card
processors have implemented specific business ggesdor merchant customers in order to comply thi#ise rules, but any failure to comply
could result in fines, the amount of which wouldviighin the credit card networks’ discretion. Paly&ao could be subject to fines from credit
card networks if it fails to detect that merchaams engaging in activities that are illegal or thig considered “high risk,” primarily the sale of
certain types of digital content. For “high risk’enchants, PayPal must either prevent such mercframisusing PayPal or register such
merchants with credit card networks and conducit@adel monitoring with respect to such merchaRayPal has incurred fines from its credit
card processor relating to PayPal’s failure to cietee use of its service by “high risk” mercharfitse amount of these fines has not been
material, but any additional fines in the futureultblikely be for larger amounts, could become mateand could result in a termination of
PayPal’s ability to accept credit cards or charigdzayPal’s process for registering new customeinich would seriously damage PayPal’s
business.

Changes in PayPal’s funding mix could adversely eft PayPal’s results.

PayPal pays significant transaction fees when gsrfdad payment transactions using credit cardsiimal fees when customers fund
payment transactions by electronic transfer of fuindm bank accounts, and no fees when customedsfayment transactions from an
existing PayPal account balance or use buyer cis=iied by GE Money Bank. Senders fund a signifipartion of PayPal’s payment volume
using credit cards, and PayPal’s financial sucegésemain highly sensitive to changes in the ratevhich its senders fund payments using
credit cards. Senders may prefer funding usingitecadds rather than bank account transfers farralrer of reasons, including the ability to
dispute and reverse charges directly with theiditieard provider if merchandise is not deliveredsonot as described, the ability to earn
frequent flier miles or other incentives offereddredit card issuers, the ability to defer paymeng reluctance to provide bank account
information to PayPal. The proportion of PayPabyment volume funded using credit cards has inegtaser time. In addition, some of
PayPal’s newer offerings, including the abilitymake a limited number of payments without openimgecount, have a higher rate of credit
card funding than PayPalbasic product offering. In September 2006, PagRedred into a settlement agreement with theragya general of
number of states under which it agreed to pay #illion to the attorneys general, shorten and stfeee its user agreement, and communicate
more information regarding protection programsgers. At the same time, PayPal announced thadlitdeched a preliminary settlement
agreement under which it agreed to pay approxim&e@I5 million into a settlement fund for the bahef a class
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represented by plaintiffs in a suit that allegadpag other things, that PayPal’s disclosure regarttie effects of users’ choice of funding
mechanism was deceptive. This settlement has new &gproved by the court.

PayPal’s failure to manage customer funds propewvipuld harm its business.

PayPal’s ability to manage and account accuratelgdistomer funds requires a high level of integmaltrols. In some of the markets that
PayPal serves and currencies that PayPal offey®dPhas a limited operating history and limitechaigement experience in managing these
internal controls. As PayPal’s business continoagow, it must strengthen its internal controlsadingly. PayPal’'s success requires
significant public confidence in its ability to hdle large and growing transaction volumes and arsooficustomer funds. Any failure to
maintain necessary controls or to manage accuretstypmer funds could diminish customer use of BByPRroduct severely.

System failures could harm our business.

We have experienced system failures from timente tiand any interruption in the availability of auebsites will reduce our current
revenues and profits, could harm our future reveramnal profits, and could subject us to regulatorytsy. Our eBay.com website has been
interrupted for periods of up to 22 hours, andPayPal website has suffered intermittent unavaitglfor periods as long as five days. In
August 2007, Skype experienced an interruptionnduwhich the majority of Skype’s users were unablase its products for approximately
two days. Any unscheduled interruption in our sgggiresults in an immediate, and possibly subsiafdss of revenues. Frequent or persistent
interruptions in our services could cause currematential users to believe that our systems areliable, leading them to switch to our
competitors or to avoid our sites, and could pemnéy harm our reputation and brands. Reliabiktyparticularly critical for PayPal, especially
as it seeks to expand its Merchant Services busiBeEsause PayPal is a regulated financial effitéguent or persistent site interruptions cc
lead to fines, penalties, or mandatory changesy®Rl's business practices, and ultimately coultsedayPal to lose existing licenses it needs
to operate or prevent it from obtaining additiol@@nses that it needs to expand. Finally, becauseustomers may use our products for
critical transactions, any system failures coukltein damage to our customers’ businesses. Téwestemers could seek significant
compensation from us for their losses. Even if gneasful, this type of claim likely would be timensuming and costly for us to address.

Although our systems have been designed aroundindstandard architectures to reduce downtimaérevent of outages or
catastrophic occurrences, they remain vulnerabtiatoage or interruption from earthquakes, flooesf power loss, telecommunication
failures, terrorist attacks, computer viruses, cotepdenial-of-service attacks, and similar eve@tsne of our systems, including our
Shopping.com and Skype websites and the systeateddb the Bill Me Later business, are not fugdundant, and our disaster recovery
planning is not sufficient for all eventualitiesusystems are also subject to break-ins, sabosmgkintentional acts of vandalism. Despite any
precautions we may take, the occurrence of a Haligaster, a decision by any of our third-partgtimy providers to close a facility we use
without adequate notice for financial or other mees or other unanticipated problems at our hogtioiities could result in lengthy
interruptions in our services. We do not carry bass interruption insurance sufficient to compemnsatfor losses that may result from
interruptions in our service as a result of systaihres.

There are many risks associated with our internatal operations.

Our international expansion has been rapid andndeimational business, especially in Germany &edt.K., has also become critical to
our revenues and profits. Net revenues outsid&tBe accounted for approximately 54% and 53%, r&spy, of our net revenues in fiscal
year 2008 and the first six months of 2009. Expamgito international markets requires managemg@tton and resources and requires L
localize our services to conform to local culturgsndards, and policies. The commercial, Inteiarad, transportation infrastructure in lesser-
developed countries may make it more difficultdisrto replicate our traditional Marketplace bustne®del. In many countries, we compete
with local companies that understand the local eidbketter than we do, and we may not benefit frioat-fo-market advantages. We may no
successful in expanding into particular internagiomarkets or in generating revenues from foreigerations. For example, in 2002 we
withdrew our eBay marketplace offering from thealagse market, and in 2007 we contributed our bssimeChina to a joint venture with a
local Chinese company. Even if we are successfdéireloping new markets, we often expect the aafstperating new sites to exceed our net
revenues for at least 12 months in most countries.

As we continue to expand internationally, includthgough the expansion of PayPal, Skype, Shopping.@nd our classified businesses,
we are increasingly subject to risks of doing basiinternationally, including the following:
» strong local competitor:

» regulatory requirements, including regulation dehmet services, communications, auctioneeringegsional selling, distance
selling, privacy and data protection, banking, emahey transmitting, that may limit or prevent tHeedng of our services in some
jurisdictions, prevent enforceable agreements batveellers and buyers, prohibit the listing of aier
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categories of goods, require product changes, megpkecial licensure, subject us to various tgesalties or audits, or limit the
transfer of information between us and our affds@g

« greater liability or legal uncertainty regarding diability for the listings and other content prded by our users, including
uncertainty as a result of legal systems thates® dleveloped with respect to the Internet, unligeed laws, conflicting court
decisions and lack of clear precedent or applickie

« cultural ambivalence towards, or r-acceptance of, online tradir
* laws and business practices that favor local coiopgtor prohibit foreign ownership of certain messses

+ difficulties in integrating with local payment priders, including banks, credit and debit card nekspand electronic fund transi
systems or with the local telecommunications infragure;

» differing levels of retail distribution, shippingpmmunications, and Internet infrastructui

» different employee/employer relationships and tkistence of worker councils and labor union

« difficulties in staffing and managing foreign opioas;

» challenges associated with joint venture relatigmsshincluding dependence on our joint venturergas;

» difficulties in implementing and maintaining adetpimternal controls

» longer payment cycles, different accounting prastj@nd greater problems in collecting accountsivable;
» potentially adverse tax consequences, includingl i@xation of our fees or of transactions on oabsites

* higher telecommunications and Internet service idencosts

» different and more stringent user protection, gaitdection, privacy and other lawn

» seasonal reductions in business acti

* expenses associated with localizing our productduding offering customers the ability to translagsiness in the local currenc
»  profit repatriation restrictions, foreign curreneychange restrictions, and exchange rate fluctosit

» volatility in a specific country’s or region’s ptitial, economic or military conditions (e.g., ini8b Korea relating to its disputes
with North Korea);

» challenges associated with maintaining relatiorskijth local law enforcement and related ageneiad
» differing intellectual property law:

Some of these factors may cause our internatiarss ©f doing business to exceed our comparablesiicrcosts. As we expand our
international operations and have additional pogiof our international revenues denominated ieior currencies, we also could become
subject to increased difficulties in collecting aunts receivable, repatriating money without adwéax consequences, and risks relating to
foreign currency exchange rate fluctuations. Theaaot of currency exchange rate fluctuations isudised in more detail under the captidovie'
are exposed to fluctuations in currency exchantgsrand interest rates,” above.

In addition, we conduct certain functions, inclugliproduct development, customer support and otherations, in regions outside the
U.S., particularly in India and China. We are subje both U.S. and local laws and regulationsiapple to our offshore activities, and any
factors which reduce the anticipated benefits uiditig cost efficiencies and productivity improvensassociated with providing these
functions outside of the U.S. could adversely dftea business.

We are continuing to expand PayPal’s servicesnatenally. In some countries, expansion of Payfalisiness may require a close
commercial relationship with one or more local berikshared ownership interest with a local ewtityegistration as a bank under local law.
Such requirements may reduce our profitabilityimitlthe scope of our activities in particular ctnigs. Any limitation on our ability to expand
PayPal internationally could harm our business.

We maintain a portion of Shopping.com’s researahdevelopment facilities and personnel in Israet] &a January 2008 we acquired
Fraud Sciences Ltd., an Israeli company. As a teggalitical, economic and military conditions israel affect those operations. The future of
peace efforts between Israel and its neighborinmu@s remains uncertain. Increased hostilitieoorism within Israel or armed hostilities
between Israel and neighboring countries or othéties could make it more difficult for us to canie our operations in Israel, which could
increase our costs. In addition, many of our emgéayin Israel could be required to serve in théanjl for extended periods of time under
emergency circumstances. Our Israeli operationgldmeidisrupted by the absence of employees doelitary service, which could adversely
affect our business.
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Acquisitions and joint ventures could result in ogaing difficulties, dilution, and other harmful coasequences.

We have acquired a number of businesses in theipeaktding, most recently, Gmarket in Korea, Bile Later in the United States and
Den BIla Avis and BilBasen, classified businesseBénmark. We expect to continue to evaluate andidena wide array of potential strategic
transactions, including business combinations, ia@tgpns and dispositions of businesses, technelgiervices, products and other assets. At
any given time we may be engaged in discussiomggotiations with respect to one or more of thgpeg of transactions. Any of these
transactions could be material to our financialditon and results of operations. The process tefgrating any acquired business may create
unforeseen operating difficulties and expenditaned is itself risky. The areas where we may fatfecdities include:

» diversion of management time, as well as a shifoofis from operating the businesses to issuetetkta integration and
administration, particularly given the number, sinel varying scope of our recent acquisitic

» declining employee morale and retention issuedtiegdrom changes in, or acceleration of, comp#insaor changes i
management, reporting relationships, future praspec the direction of the busine

» the need to integrate each comg’s accounting, management, information, human resoamd other administrative system:
permit effective management, and the lack of canftsuch integration is delayed or not implement

» the need to implement controls, procedures andipslappropriate for a larger public company atganies that prior to
acquisition had lacked such controls, procedurespaticies;

* inthe case of foreign acquisitions, the need tegrate operations across different cultures anguages and to address
particular economic, currency, political, and regaty risks associated with specific countr

* in some cases, the need to transition operatiGesspand customers onto our existing platforma;

» liability for activities of the acquired companyfbee the acquisition, including violations of lawsjes and regulations, commerc
disputes, tax liabilities and other known and unkndiabilities.

Moreover, we may not realize the anticipated bésefi any or all of our acquisitions, or may natlize them in the time frame expected.
For example, in connection with the Skype transactive recorded a goodwill impairment charge ofrapipnately $1.4 billion in our financial
statements during 2007. Future acquisitions or erermay require us to issue additional equity seesyspend our cash, or incur debt,
liabilities, amortization expenses related to igihie assets or write-offs of goodwill, any of whicould reduce our profitability and harm our
business.

In addition, we have made certain investmentsuitiolg through joint ventures, in which we have aanity equity interest and lack
management and operational control. These investnmealy involve risks. For example, the controlljoigt venture partner in a joint venture
investment may have business interests, strategigsals that are inconsistent with ours, and lessidecisions or other actions or omissiol
the controlling joint venture partner or the jourgnture company may result in harm to our reputadioadversely affect the value of our
investment in the joint venture.

Bill Me Later’s operations expose us to new risks.

Risks associated with Bill Me Later’s reliance ofT @ank are discussed in detail under the capt®iit Me Later’s operations are
dependent on CIT Bank” above.

Bill Me Later relies on third-party merchant prosess and payment gateways to process transactimg tine Bill Me Later service. For
the six months ended June 30, 2009, approximaRsly &f all transaction volume by dollar amount thgbuhe Bill Me Later service was
settled through the facilities of a single vendimy disruption to these third party payment prooessnd gateway services would adversely
affect the Bill Me Later service.

We currently fund the purchase of receivables edléd Bill Me Later accounts through free cash fipemerated from our portfolio of
businesses and from our existing line of creditr &sting line of credit may be adversely affechgdthe impact of current financial conditic
on our counterparties. Our ability to securitizeeigables related to Bill Me Later accounts hasbeféectively eliminated by recent disruptic
in the credit industry. If we are unable to fundewables related to the Bill Me Later businessqaéely or in a cost-effective manner, the
growth and profitability of the Bill Me Later busiss could be significantly and adversely affected.

The Bill Me Later service is offered to a wide rangf consumers, and the profitability of this besisi depends on our ability to manage
credit risk while attracting new consumers withffiedble usage patterns. Bill Me Later approves $oasing proprietary segmentation and ci
scoring algorithms and other analytical techniquesigned to analyze the credit risk of the spetifinsaction. These algorithms and
techniques may not accurately predict the credifwoess of a consumer due to, among other fadtwscurate assumptions about a particular
consumer or the economic environment. Bill Me Latety also incorrectly
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interpret the data produced by these algorithnseiting its credit policies. Bill Me Later’s abilito manage credit risk may also be adversely
affected by economic conditions, legal or regulatdranges (such as bankruptcy laws and minimum paynegulations), competitors’ actions
and consumer behavior and other factors. In additie credit crisis and current recession in th®. thay affect consumer confidence levels
and reduce consumers’ ability or willingness to asalit, including our transaction-based creditdoict, which could impair the growth of the
Bill Me Later business.

As of June 30, 2009, Bill Me Later had an aggregatessumer loan portfolio of approximately $553.4lion. Like other businesses with
significant exposure to losses from consumer lotesBill Me Later service faces the risk that agucholders will default on their payment
obligations, resulting in accounts becoming unadilide, and the risk of potential charge-offs rethto the loan portfolio. The rate at which
accounts are charged off as uncollectible, or teditloss rate, was approximately 11.08% for tire¢ months ended June 30, 2009. The
nonpayment rate among Bill Me Later users may emeedue to, among other things, worsening econoomditions, such as the current
recession in the U.S., and higher unemploymensr&ensumers who miss payments on their loans &dikto repay them, and consumers
who file for protection under the bankruptcy lavengrally do not repay their loans. The age andafggowth of a consumer loan portfolio
also affects the rate of missed payments and Icaaged off as uncollectible. Consumers are l&sdylto miss their payments within the first
12 to 18 months of a loan’s term. When a lendereadkwer loans than it has in the past, the pragodf new loans in its portfolio will
decrease and the rate of missed payments and ebfisge the portfolio will increase, which has Ipethe case with Bill Me Later.

In addition, Bill Me Later faces other risks sinmita those faced by PayPal, including the riskystem failures, security breaches or o
loss of customer data, fraud, intellectual propel@yms, compliance failures, and changes to reiguig relating to credit offerings described in
these Risk Factors, including under the captionsv&nment inquiries may lead to charges or persdlad ‘1f our Payments business is fot
to be subject to or in violation of any laws orukgions, including those governing money transioisselectronic funds transfer, money
laundering, banking and lending, it could be subjediability, licensure and regulatory approvaldamay be forced to change its business
practices.”

Our business and users may be subject to salesatakother taxes.

The application of indirect taxes (such as salesume tax, value-added tax (VAT), goods and sesviae, business tax, and gross receipt
tax) to ecommerce businesses such as eBay and tsers is a complex and evolving issue. Many effttndamental statutes and regulations
that impose these taxes were established befoigroineh of the Internet and ecommerce. In manys;dses not clear how existing statutes
apply to the Internet or ecommerce or communicatimnducted over the Internet. In addition, somigdictions have implemented or may
implement laws specifically addressing the Intewredome aspect of electronic commerce or commtiaitaon the Internet. For example, the
State of New York recently passed legislation teguires any out-of-state seller of tangible peas@noperty to collect and remit New York
use tax if the seller engages affiliates aboveagefinancial thresholds in New York to perform teém business promotion activities. Several
ecommerce companies are challenging this new ldichwwvas recently upheld by a lower level New Yodurt. A number of states have
followed the example of New York and are considgsimilar legislation related to affiliate activat. While the new law in New York does
specifically apply to our businesses, the prolifieraof such state legislation could adversely eff@me of our sellers at some point in the
future and indirectly harm our business.

In conjunction with the Streamlined Sales Tax Rrbje- an ongoing, multi-year effort by U.S. stateddocal governments to require
collection and remittance of distant sales tax biyaf-state sellers — bills have been introducethenU.S. Congress to overturn the Supreme
Court’sQuill decision, which limits the ability of state goverants to require sellers outside of their own stateollect and remit sales taxes
on goods purchased by in-state residents. Sucsldéigh may be considered by the U.S. Congressaas/do enable states to increase sales tax
revenues and help address significant state buliffietlties caused by the economic downturn. THegion of any legislation overturning the
Quill decision that lacks a robust small business exemptbuld result in the imposition of sales taxeswell as costs associated with
complex sales tax collection, remittance and acmhtpliance requirements on our sellers, would nsaléng on our websites less attractive for
small retailers, and would harm our business.

From time to time, some taxing authorities havefieot us that they believe we owe them certain $ake May 2008, the City of Chicago
notified both eBay and StubHub that they are lidblea city amusement tax on tickets to eventshit&go, irrespective of the location of the
buyer or seller, and has filed suit to enforceeamilbn of taxes they claim are due. In March 2@68,court ruled that StubHub is not required to
collect and remit the Amusement Tax. The City ofc@ho has requested reconsideration of this rdimdy StubHub has sought clarification of
the ruling relative to the remaining counts as wHtle application of similar existing or future Iswould have adverse effects on our business.

Several proposals have been made at the U.S astdtiocal level that would impose additional tagaghe sale of goods and services or
communications through the Internet. These progp#ffaddopted, could substantially impair the griowt ecommerce and our brands, and
could diminish our opportunity to derive financisnefit from our activities. The U.S. federal goveent’'s moratorium on state and local
taxation of Internet access or multiple or discriatory taxes on ecommerce was extended through
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November 2014. This moratorium does not prohildefal, state, or local authorities from collecttages on our income or from collecti
certain taxes that were in effect prior to the ém&nt of the moratorium and/or one of its extension

We do not collect taxes on the goods or servicksigousers of our services. One or more statélseofederal government or foreign
countries may seek to impose a tax collection, nteppor record-keeping obligation on companieg #ragage in or facilitate ecommerce. Such
an obligation could be imposed by legislation iwmlesh to improve tax compliance (and legislationuotseffect has been discussed in the
U.S. Congress, several states, and a number offojierisdictions) or if an eBay company was eveehed to be the legal agent of the use
our services by a jurisdiction in which eBay opesatn July 2008, the Housing and Economic Reco#etyof 2008 (H.R. 3221) was signed
into law. This law contains provisions that requicempanies like PayPal to report to the IRS infdiomaon payments received by some of our
customers. The legislation, effective for paymeatseived after December 31, 2010, will require Réygd similar companies to report to the
IRS U.S.-based customers who receive more thard820n payments and more than 200 payments inta Yaes law will require PayPal to
request tax ID numbers from U.S. users and tragkngats by tax ID number. This requirement may deseeseller activity and harm our
business. One or more other jurisdictions may s¢sk to impose tax-collection or reporting obligasi based on the location of the product or
service being sold or provided in an ecommercestation, regardless of where the respective user®eated. Imposition of a discriminatory
record keeping or tax collecting requirement calgdrease seller activity on our sites and wouldnhaur business. Foreign authorities may
also require eBay to help ensure compliance byuears with local laws regulating professional ssjlencluding tax requirements. In addition,
we have periodically received requests from takeauities in many jurisdictions for information reding the transactions of large classes of
sellers on our sites, and in some cases we havelbgally obligated to provide this data. The imfor of any requirements on us to disclose
transaction records for all or a class of sellerak or other regulatory authorities or to file farms on behalf of any sellers, especially
requirements that are imposed on us but not omalige means of ecommerce, and any use of thesed®to investigate, collect taxes from,
or prosecute sellers, could decrease seller activitour sites and harm our business.

We pay input VAT on applicable taxable purchasetiwithe various countries in which we operatemivst cases, we are entitled to
reclaim this input VAT from the various countriétowever, because of our unique business modegphkcation of the laws and rules that
allow such reclamation is sometimes uncertain. écessful assertion by one or more countries thaan@eanot entitled to reclaim VAT could
harm our business.

We continue to work with the relevant tax authesgtand legislators to clarify eBay’s obligationslennew and emerging laws and
regulations. Passage of new legislation and thegitipn of additional tax or tax-related reportigiuirements could harm our users and our
business. There have been, and will continue taldestantial ongoing costs associated with comglwiith the various indirect tax
requirements in the numerous markets in which efengducts or will conduct business.

The current regulatory environment for Internet comunications is uncertain, and Skype’s business abble harmed by new regulations
or the application of existing regulations to its@ducts.

The current regulatory environment for Internet cwmications is uncertain and rapidly changing. ®klgplieves that its Internet
communications products are currently subject¥g feany, of the same regulations that apply &alitional telephony and Voice over Internet
Protocol (VolP)-based telephone replacement sesvioéernet communications companies are genesabyject to different regulatory regimes
in different countries, and in most cases are stilbjelower, or no, regulatory fees and lessenarspecific regulatory requirements. However,
the status of Internet communications providersisertain in many jurisdictions and Skype frequentlust respond to inquiries about its
regulatory status. Regulatory agencies may re@kyge to conform to rules that are difficult or iogsible for it to comply with due to the
nature of its communications technologies, whichld@dversely affect its business. For example|enuitable alternatives may be developed
in the future, Skype is currently unable to idgntlie exact geographic origin of the traffic trasiag the Internet or to provide detailed calling
information about computer-to-computer communig&iceither of which may make complying with futuegulatory requirements, such as
emergency calling services requirements, whichiredraditional and telephony and VolP-based preksdo be able to determine and provide
the location of a person making an emergency cattany jurisdictions, difficult or impossible.

Governments may impose new or increased fees,,tardsadministrative burdens on Internet commuitinatcompanies, or Skype may
change its product offerings in a manner that subji to telecommunications regulations. Incredsed could include access and other chi
payable to local exchange carriers to carry amditeate traffic, contributions to federal or stateitérsal Service Funds in the United States
and elsewhere, and other charges. In addition, feeshmay be assessed by governments retroactivelpspectively. Skype may be required
to meet various emergency service requirementability access requirements, user protection reguénts, number assignment and
portability requirements, and interception or waggting requirements, such as the Communicationistasse for Law Enforcement Act in the
U.S. and similar laws in other jurisdictions. Swegulations could result in substantial costs ddpgnon the technical changes required to
accommodate the requirements, and any increaséxiamsdd erode Skype’s pricing advantage over caimgpéorms of communication.
Regulations that decrease the degree of privacyders of Skype’s products could also slow its &#dapThe increasing growth and popularity
of Internet communications heightens the risk gmternments will seek to regulate Internet commativas, and Skype has received an
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increasing number of inquiries from regulators @btsuproducts and services. Competitors, includirggincumbent telephone companies, may
devote substantial lobbying efforts to seek grepttetection for their existing businesses and iaseel regulation of Internet communications.
In the United States, various state legislaturesragulatory agencies are beginning to impose their requirements and taxes on Internet
communications. Some countries have prohibited 8kipmany countries in which Skype products awdlable, the laws that may relate to
offerings are unclear. We cannot be certain thgp8lor its customers are currently in full comptiarwith regulatory or other legal
requirements in all countries in which Skype isdusgkype’s failure or the failure of those with wh&kype transacts business to comply with
these requirements could materially adversely affac business, financial condition and resultsérations. In addition, increased regulatory
requirements on Internet communications would iaseeSkype’s costs, and, as a result, our businasisl wuffer.

New rules and regulations with respect to Inteom@hmunications are being considered in various tmsaround the world, and at least
some of these rules and regulations are likelyetadiopted and to be applicable to Skype. Such nks and regulations are likely to increase
our costs of doing business and could preventams ftelivering our products and offerings over thieinet, which could adversely affect
Skype’s customer base, and thus its revenue.

Skype depends on key technology that is licensedfthird parties.

Skype licenses technology underlying certain keyponents of its software from third parties it daes control, including the
technology underlying its peer-to-peer architecand firewall traversal technology and the vidempeession/decompression used to provide
high video quality. Although Skype has contractplace with its third-party technology providefisete can be no assurance that the licensed
technology or other technology that we may sedicémse in the future will continue to be availablecommercially reasonable terms, or at
all. The loss of, or inability to maintain, exiggiticenses could result in a decrease in servieditgor loss of service until equivalent
technology or suitable alternatives can be develpjgkentified, licensed and integrated. While wiewe Skype generally has the ability to
either extend these licenses on commercially redserterms or identify and obtain or develop su@atternatives, the costs associated with
licensing or developing such alternatives couldigé and the technical challenge of assuring “barkiwompatibility” with older versions of
Skype’s technology may be difficult to overcome yAnilure to maintain these licenses on commergighsonable terms or to license or
develop alternative technologies would harm Skype'siness.

In March 2009, Skype filed a claim in the Englislghi Court of Justice (No. HC09C00756) against ddlimited, a licensor of certain
peer-to-peer communication technology used in Skyipasiness. Following the filing of the claim, tidlpurported to terminate the license
agreement between the parties. See “ltem 1 — Legadeedings” above.

Our businesses depend on continued and unimpedezkss to the Internet. Internet service providersyrtze able to block, degrade, or
charge us or our users additional fees for our ofiiegs.

Our customers rely on access to the Internet tmus@roducts and services. In many cases thasadésgrovided by companies that
compete with at least some of our offerings, intlgdncumbent telephone companies, cable compamielile communications companies,
and large Internet service providers. Some of tipegeiders have stated that they may take meashaesould degrade, disrupt, or increase the
cost of customers’ use of our offerings by redtrigor prohibiting the use of their lines for oufasings, by filtering, blocking, delaying, or
degrading the packets containing the data assdoiéth our products, or by charging increased teass or our users for use of their lines to
provide our offerings. Some of these providers hawmractually restricted their customers’ accedsiternet communications offerings (which
would include Skype) through their terms of servigth their customers. These activities are techlhideasible and may be permitted by
applicable law. In addition, Internet service pdriis could attempt to charge us each time our owestouse our offerings. Worldwide, a
number of companies have announced plans to tadkeasitions or are selling products designed tdifais such actions. Interference with our
offerings or higher charges for access to our offey, whether paid by us or by our customers, coalgse us to lose existing customers, impair
our ability to attract new customers, and harmreuenue and growth.

Our tickets business is subject to regulatory, catifive, and other risks that could harm this busss.

Our tickets business, which includes our StubHuiress, is subject to numerous risks. Many juriguhis have laws and regulations
covering the resale of event tickets, and somsdigiions prohibit the resale of event ticketsritgs above the face value of the tickets, and
new laws and regulations imposing these or otrarictions may be adopted that would limit our ar asers’ ability to continue our tickets
business. Regulatory agencies or courts may clainold that we are responsible for ensuring thatusers comply with these laws and
regulations or that we or our users are eitheresltp licensure or prohibited from reselling evéckets in their jurisdictions.

Some event organizers and professional sports thamesexpressed concern about the resale of teit #ckets on our sites. Suits
alleging a variety of causes of actions have inpagt, and may in the future, be filed against Btiband eBay by venue owners, competitors,
ticket buyers and unsuccessful ticket buyers. Sitightion could result in damage awards, coulduisgjus to change our business practices in
ways that may be harmful to our business, or cothérwise negatively affect our tickets business.
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Our tickets business is also subject to seasametlfitions and the general economic and businesltmms that impact the sporting events

live entertainment industries. The recent econatoignturn has resulted in a decrease in ticket prsodd on our site and has adversely affe
revenue and profits. Our tickets business alsosfaigmificant competition from a number of souréesluding ticketing service companies
(such as TicketMaster, Live Nation and Tickets.cogwgnt organizers (such as professional sponssead leagues), ticket brokers, and other
online and offline ticket resellers, such as Tisk&iw (which is owned by TicketMaster) and Razor@Gdtoaddition, ticketing service
companies and event organizers have recently begsaue event tickets through paperless (eleajaitketing systems that include
restrictions on the transferability of such evéckets. To the extent that event tickets issueithisimanner cannot be resold on our websites, or
to the extent that we are otherwise unable to céenpih these competitors, our tickets businesslevba harmed.

We depend on key personnel.

Our future performance depends substantially orctiminued services of our senior management amet &ey personnel and our ability
to retain and motivate them. In 2008, we changeddtief Executive Officer and the heads of all thoé our business units. These changes
may result in increased attrition of our persoragehew reporting relationships are establishedaarather companies may increasingly target
our executives. We do not have long-term employragneements with any of our key personnel, we danantain any “key person” life
insurance policies, and some members of our semmagement team have fully vested the vast majofitlyeir in-the-money equity
incentives. The loss of the services of any ofexgcutive officers or other key employees couldrhaur business. Our new businesses all
depend on attracting and retaining key personnel.f@ure success also will depend on our abibtattract, train, retain and motivate highly
skilled technical, managerial, marketing, and comosupport personnel. Competition for these persbis intense, and we may be unable to
successfully attract, integrate, or retain suffitiie qualified personnel. In making employment démis, particularly in the Internet and high-
technology industries, job candidates often comdiuke value of the equity awards they would recéiveonnection with their employment.
Fluctuations in our stock price may make it moféiailt to retain and motivate employees whose Istotion strike prices are substantially
above current market prices. Similarly, decreaselké number of unvested in-the-money stock optitaid by existing employees, whether
because our stock price has declined, options hasted, or because the size of follow-on optiomgraas declined, may make it more
difficult to retain and motivate employees.

In the fourth quarter of 2008, we undertook a gtareduce our global workforce to simplify and atrdine our organization, improve ¢
cost structure and strengthen our overall busise§dese changes have resulted in the recordiregjaied accounting charges and could harm
employee morale and productivity and be disruptiveur business.

Problems with or price increases by third partiebavprovide services to us or to our users could tmaour business.

A number of parties provide services to us or toumers that benefit us. Such services includersibls that automate and manage
listings, merchant tools that manage listings amerface with inventory management software, storg$ that help our users list items, cacl
services that make our sites load faster, and sigpggroviders that deliver goods sold on our platfopamong others. In some cases we have
contractual agreements with these companies thatug a direct financial interest in their successle in other cases we have none. PayPal is
dependent on the processing companies and bartkmthRayPal to the credit card and bank cleariatyvorks. Similarly, Bill Me Later relies
heavily on third parties to operate its servicasluding merchant processors and payment gatewgy®tess transactions. Financial,
regulatory, or other problems that prevent thesepamies from providing services to us or our usersd reduce the number of listings on our
websites or make completing transactions or paysnembur websites more difficult, and thereby hatmbusiness. Price increases by
companies that provide services to our users (aagiostal and delivery services) could also retlue@umber of listings on our websites or
make it more difficult for our users to completartsactions, thereby harming our business. Any ggdireach at one of these companies could
also adversely affect our customers and harm osinbss.

In addition, we have outsourced certain functianthird-party outside providers, including custoraepport and product development
functions, which are critical to our operationsolfr service providers do not perform satisfacgpolur operations could be disrupted, which
could result in user dissatisfaction and advera#flyct our business, reputation and operating teséilthough we generally have been able to
renew or extend the terms of contractual arrangésneith third parties who provide services to usaoneptable terms, there can be no
assurance that we will continue to be able to dim sbe future, and there can be no assurancehtindtparties who provide services directly to
our users will continue to do so at reasonablesrateat all. In addition, the current recessiothim U.S. and a worldwide economic slowdown
may impact the ability of our outside service pders to fulfill their obligations to us or our user

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

Customer complaints or negative publicity about @ustomer support could severely diminish conswoeafidence in and use of our
services. Measures we sometimes take to combataiskaud and breaches of privacy and securityehbe potential to

46



damage relations with our customers or decreasdtgan our sites by making our sites more difficio use or restricting the activities of
certain users. These measures heighten the neptbfopt and accurate customer support to resalegutarities and disputes. Effective
customer support requires significant personneéegp, and this expense, if not managed propenlyd significantly impact our profitability.
Failure to manage or train our customer supporesgmtatives properly could compromise our abibtirandle customer complaints
effectively. If we do not handle customer complaieffectively, our reputation may suffer and we rege our customers’ confidence.

Because it is providing a financial service andrapieg in a more regulated environment, PayPalkerdBay, must provide telephone as
well as email customer support and must resolviaicecustomer contacts within shorter time frandespart of PayPal’s program to reduce
fraud losses and prevent money laundering, it rmypbrarily restrict the ability of customers tolwdtaw their funds if those funds or the
customer’s account activity are identified by PdigPd@sk models as suspicious. PayPal has in tis¢ rgeived negative publicity with respect
to its customer support and account restrictiond,lms been the subject of purported class aaissdits and state attorney general inquiries
alleging, among other things, failure to resolvecamt restrictions promptly. If PayPal is unablgtovide quality customer support operations
in a cost-effective manner, PayPal’s users may hagative experiences, PayPal may receive additisgative publicity, its ability to attract
new customers may be damaged, and it could becobjecs to additional litigation. As a result, curtend future revenues could suffer, and
its operating margins may decrease. In additiogatiee publicity about, or negative experiencehwiustomer support for any of our
businesses could cause our reputation to suffaffect consumer confidence in our brands as a whole

Our industry is intensely competitive, and otherrapanies or governmental agencies may allege that leehavior is anti-competitive.
Marketplaces

Marketplaces businesses currently or potentialmmete with a number of companies providing bothipalar categories of goods and
broader ranges of goods. The Internet provides reiclly evolving and intensely competitive chasrfelr the sale of all types of goods. We
expect competition to intensify in the future. Teariers to entry into these channels are relatilel and current offline and new competitors,
including small businesses who want to create aathpte their own stores, can easily launch onlitess it a nominal cost using commercially
available software or partnering with any one oliaber of successful ecommerce companies.

Our broad-based competitors include the vast ntgjofitraditional department, warehouse, discoant] general merchandise stores (as
well as the online operations of these traditiortdilers), emerging online retailers, online dfésd services, and other shopping channels :
as offline and online home shopping networks. Amotigers, these include: Wal-Mart, Target, Searscyha JC Penney, Costco, Office
Depot, Staples, OfficeMax, Sam’s Club, Amazon.cBrny.com, AOL.com, Yahoo! Shopping, MSN, QVC, andnioShopping Network.

A number of companies offer a variety of servidest provide channels for buyers to find and busngdrom sellers of all sizes, includi
online aggregation and classifieds websites sudnagslist (in which we own a minority equity sé§kGoogle Base, Oodle.com and a number
and BilBasen offer classifieds listings in the Ua8d a variety of local international markets. larmyp markets in which they operate, including
in the U.S., our classified platforms compete asfaimore established online and offline classifipldéforms.

In 2005, we acquired Shopping.com Ltd., an onlimgpping comparison site. Shopping.com competessitiéls such as Buy.com,
Googles Product Search, Nextag.com, Pricegrabber.conpZdtay and Yahoo! Product Search, which offer ghing search engines that all
consumers to search the Internet for specifiedymrtsd Recent legal developments may affect thiyutif shopping comparison sites if
manufacturers begin requiring more uniformity ieguct pricing. In addition, sellers are increagingfilizing multiple sales channels,
including the acquisition of new customers by pgyfior search-related advertisements on search esges such as Google and Yahoo!. We
use product search engines and paid search adwvgittischannel users to our sites, but these ss\dtso have the potential to divert users to
other online shopping destinations.

We also compete with many local, regional, andamati specialty retailers and exchanges in eacheofrtajor categories of products
offered on our site. For example, category-specifimpetitors to offerings in our Jewelry & Watclasegory include: Bluenile.com,
HSN.com, Ice.com, Jewelry Television, QVC.com, R88rons, Signet/Sterling, Tiffany, Zales and a &fyriof online and offline independent
jewelry and watch retailer

Our international Marketplaces websites competh giihilar online and offline channels in each dittvertical categories in most
countries. In addition, they compete with generdine ecommerce sites, such as Quelle and Otteeim@ny, Leboncoin.fr and Price Minister
in France, Tradus (recently acquired by NasperBpiand, Yahoo-Kimo in Taiwan, Lotte, Naver and"Street
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in South Korea, Trading Post, OZtion and AussiedBidn Australia, and Amazon in the United Kingdand other countries. In some of these
countries, there are online sites that have mugetecustomer bases and greater brand recogniitianwe do, and in certain of these
jurisdictions there are competitors that may habetéer understanding of local culture and comméraa we do

The principal competitive factors for Marketplageslude the following:
» ability to attract and retain buyers and sell
» volume of transactions and price and selectiorooflg;
e trust in the seller and the transacti
* customer service; ar
* brand recognition

With respect to our online competition, additionaimpetitive factors include:
e community cohesion, interaction and si
» website eas-of-use and accessibilit
» system reliability;
» reliability of delivery and paymen
» level of service fees; ar
» quality of search tools

Some current and potential competitors have longerating histories, larger customer bases andagrbeand recognition in other
business and Internet sectors than we do. Othareotnbding services may be acquired by, receivestments from, or enter into other
commercial relationships with well-established aredl-financed companies. As a result, some of aunetitors with other revenue sources
may be able to devote more resources to marketidgpeomotional campaigns, adopt more aggressiwvingrpolicies and devote substantially
more resources to website and systems developimemine can. Some of our competitors have offeredcss for free and others may do this
as well. We may be unable to compete successfgHinat current and future competitors. In additicertain offline competitors may
encourage manufacturers to limit or cease disiobutf their products to dealers who sell througlire channels such as eBay, or may atte
to use existing or future government regulatiopriwhibit or limit online commerce in certain cateigs of goods or services. The adoption by
manufacturers or government authorities of policdesegulations discouraging the sales of goodseorices over the Internet could force eBay
users to stop selling certain products on our websincreased competition or anti- Internet distiion policies or regulations may result in
reduced operating margins, loss of market sharedanishished value of our brand. In order to resptmdhanges in the competitive
environment, we may, from time to time, make pugiservice or marketing decisions or acquisitidva tnay be controversial with and lead to
dissatisfaction among a number of our sellers,valmdh could harm our profitability.

Conversely, other companies and government agehaigsin the past and may in the future allegedbatctions violate the antitrust or
competition laws of the U.S. or other countriespthrerwise constitute unfair competition. Suchrolgi even if without foundation, typically €
very expensive to defend, involve negative publiaitd diversion of management time and effort, andd result in significant judgments
against us.

In several jurisdictions, we have taken actionsgiessi to improve the safety of transactions onvesipsites. Beginning in June 2008, we
have required users in the UK to offer PayPal payanent alternative on most transactions on owlitoed UK website, and since October
2008, we require sellers on eBay.com to accepbomeore accepted payment methods (currently PagRalit or debit cards processed
through Internet merchant accounts, ProPay, Moreikdrs and Paymate) and no longer allow any forngmapger payment, including checks
and money orders, to be listed by sellers in ti& hr most categories of items. While these itiites are intended to improve and make safer
our users’ buying experience and/or increase agtdn our sites, certain users may be negativégctdd by or react negatively to these
changes. We currently face inquiries from governtnegulators in various jurisdictions related talsactions. For example, the Reserve Bank
of Australia recently reviewed our policies requirisellers to offer PayPal as a payment alternativenost transactions on our localized
Australian website and precluding them from impgsarsurcharge or any other fee for accepting PayRather payment methods. We may
face similar inquiries from other government reg¢is in the future. Any negative reaction to thelsanges by our users or government
authorities could, among other things, force ushtange our operating practices in ways that coatdhrour business, operating results and
profitability. In addition, certain competitors maffer or continue to offer free shipping or ottiemsaction related services, which could be
impractical or inefficient for eBay sellers to miatéNew technologies may increase the competitiesqures by enabling our competitors to
offer a lower cost service.

Although we have established Internet traffic ageements with several large online services anccheargine companies, these
arrangements may not be renewed on commercialponedble terms or these companies may decide togpeorompetitive
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services. Even if these arrangements are renetvey ntay not result in increased usage of our sesvim addition, companies that control L
access to transactions through network accessnéitbrowsers, or search engines, could promote@upetitors, channel current or potential
users to their vertically integrated electronic coence sites or their advertisers’ sites, attempestrict our access, or charge us substantial fee:
for inclusion. Search engines are increasingly becg a starting point for online shopping, andresc¢osts of operating an online store dec
online sellers may increasingly sell goods thromglhtiple channels, which could reduce the numbenaiue of transactions these sellers
conduct through our sites.

PayPal

The markets for PayPal’s product are intensely citipe and are subject to rapid technological gieaincluding but not limited to:
mobile payments, electronic funds transfer netwstksting to allow Internet access, cramsder access to networks, creation of new netw
expansion of prepaid cards, and bill pay netwdples/Pal competes with existing online and offlingrpant methods, including, among others:

» credit card merchant processors that offer theirices to online merchants, including American Egs; Chase Paymentech, F
Data, and Wells Fargo; and payment gateways, imdu@yberSource and Authorize.net (which has mewgiéd CyberSource)

e money remitters such as MoneyGram and Western ()
»  bill payment services, including CheckFr

» processors that provide online merchants the pldibffer their customers the option of paying ffarchases from their bank
account, including Certegy, eBillMe, Revolution Mgnand TeleCheck, a subsidiary of First Data, grap on credit

» providers of traditional payment methods, partidylaredit cards, checks, money orders, and Autech&tlearing House
transactions

» issuers of stored value targeted at online paymerdisiding VisaBuxx, NetSpend and GreenL
* mobile payments, including Obopay, TextPayMe (ssgliary of Amazon), Crandy, LUUP and Payfo

« Amazon Payments, which offers online merchantsatilty to accept credit card- and bank-funded pegta from Amazon’s base
of online customers on the merck's own website

» Google Checkout, which enables the online paymemteschants using credit cards; ¢
* Payment services targeting users of social netwamkisonline gaming, including Facebook and Hi5 itseélaySpan and Zon

Some of these competitors have longer operatirigrigs, significantly greater financial, technicalarketing, customer service and other
resources, greater name recognition, or a largeg bacustomers in affiliated businesses than RalagPals competitors may respond to n
or emerging technologies and changes in customeirements faster and more effectively than Pay®aine of these competitors may also be
subject to lesser licensing, anti-money launderamgl other regulatory requirements than PayPakwisi subject to additional regulations
based on its licensure as a bank in Luxembourgy Ty devote greater resources to the developrpeargotion, and sale of products and
services than PayPal, and they may offer loweregri€or example, Google Checkout has offered fagenpnts processing on transactions i
amount proportionate to certain advertising spamdiith Google. Competing services tied to establishanks and other financial institutions
may offer greater liquidity and engender greaterscaner confidence in the safety and efficacy off thervices than PayPal.

Overseas, PayPal faces competition from similanchis and payment methods. In each country, nuredyanks provide standard onl
credit card acquiring and processing services thask banks typically have leading market sharadtition, PayPal faces competition from
Visa’'s Visa Direct, MasterCard’s MoneySend, RoyahB of Scotland’s World Pay and ClickandBuy in Bi¢, NOCHEX, Moneybookers,
NETeller and FirePay in the United Kingdom, CertaBad HyperWallet in Canada, Paymate, BPay and ROAUstralia, Alipay, YeePay at
99 Bill in China and Inicis in South Korea. In atilol, in certain countries, such as Germany andrAlia, electronic funds transfer is a leading
method of payment for both online and offline tr@et®ons. As in the U.S., established banks and ditiencial institutions that do not curren
offer online payments could quickly and easily depgesuch a service.

Some of PayPad’ competitors, such as Wells Fargo, First Data, hear Express, and Royal Bank of Scotland, alseigeoprocessing ¢
foreign exchange services to PayPal. If PayPal weeseek to expand the financial products thatférs, either alone or through a commercial
alliance or an acquisition, these processing arglgn exchange relationships could be negativdlcédd, or these competitors and other
processors could make it more difficult for Pay@adleliver its services.
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Skype

The market for Skype’s products is also intenseiypgetitive and characterized by rapid technologib@nge. We expect Skygevarious
communications competitors, including, for exampte, providers of online communications productd gslecommunications operators, to
continue to improve the performance of their curgaoducts and introduce new products, softwamjses and technologies. Many
telecommunications firms offer “bundled” servicediere a group of services that may include cabkatellite television, internet services
(e.g., cable modem or DSL), and telecommunicataesffered for a single monthly price. If Skype@npetitors successfully introduce new
products, offer “bundled” services or enhance tegisting products, or reduce the pricing for themducts this could reduce the market for
Skype’s products, increase price competition, okerfakype’s products obsolete, which could lowerggky adoption rates, decrease its ability
to attract new users or cause its current usersgrate to a competing company.

Additionally, several of Skype’current and potential competitors have longeraipwy histories, are substantially larger, andengreate
financial, marketing, technical, and other resosir&me also have greater name recognition anger lenstalled base of customers than
Skype has.

Our business may be adversely affected by factbes tause our users to spend less time on our weBsincluding seasonal factors,
national events and increased usage of other wedssit

Anything that diverts our users from their custoynawrel of usage of our websites could adversefigcafour business. We would
therefore be adversely affected by geopoliticahévsuch as war, the threat of war, or terroristidg, and natural disasters, such as hurricanes
or earthquakes. Similarly, our results of operatibistorically have been seasonal because manyrafsers reduce their activities on our
websites with the onset of good weather duringstimamer months, and on and around national holidayaddition, increased usage of social
networking or other entertainment websites may etese the amount of time users spend on our webwsitésh could adversely affect our
financial results.

Our failure to cost-effectively manage certain agpe of our business could harm us.

We have expanded our headcount, facilities, andsiiucture in the U.S. and internationally, anticiate that further expansion in
certain areas will be required for some of our besses. This expansion has placed, and we expetitdbntinue to place, a significant strain
on our management, operational, and financial megsu The areas that are put under strain by awtgrinclude the following:

*  Website Usability User activity rates on our websites depend in gathe quality of our use' experiences on those sites. 1
rapid growth in the number and complexity of praguend features on our sites has occasionally daussrs to become confused
or overwhelmed or has otherwise impaired userseggpces on those sites. We are in the processkihgnnumerous
improvements to our eBay websites, including aanafit to improve the user experience on those wehsithese attempts at
improvement could fail, or could decrease actiaityong users who had grown used to or preferredxiséing experience on our
sites. Any impairment of customer satisfaction assailt of site usability issues could lead tosslof customers or impair our
ability to add customers, either of which wouldrasur business

*  Website Stability We must constantly add new hardware, update scéterad add new engineering personnel to accommtiuate
increased use of our and our subsidianesbsites and the new products and features weargihtroduce. This upgrade proces
expensive, and the increased complexity of our teband the need to support multiple platformewsportfolio of brands grows
increases the cost of additional enhancementsurgdib upgrade our technology, features, transagtiocessing systems, security
infrastructure, or network infrastructure to accooalate increased traffic or transaction volume cdwldn our business. Adverse
consequences could include unanticipated systempdisns, slower response times, degradation iel$eof customer support,
impaired quality of users’ experiences of our sEsj impaired quality of services for third-parpphcation developers using our
externally accessible Application Programming Ifstee, or API, and delays in reporting accuraterfoia information. We may be
unable to effectively upgrade and expand our systera timely manner or smoothly integrate any iyesdveloped or purchased
technologies or businesses with our existing systemd any failure to do so could result in protdem our sites. Further, steps to
increase the reliability and redundancy of oureys are expensive, reduce our margins, and mayensuiccessful in reducing the
frequency or duration of unscheduled downti

» Customer Account Billinc Our revenues depend on prompt and accurate bpliagesses. Our failure to grow our transa«-
processing capabilities to accommodate the inangasimber of transactions that must be billed onafrour websites would harm
our business and our ability to collect rever

» Customer Suppor We seek to become more efficient in providing customer support operations. We intend to provid
increased level of support (including an increagingunt of telephone support) in a cost-effectiamner. If we are unable to
provide customer support in a cost-effective manneers of our websites may have negative expergerurrent and future
revenues could suffer, our costs may increase andgerating margins may decreg

We must continue to effectively hire, train, andrmage new employees. If our new hires perform podfrlye are unsuccessful
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in hiring, training, managing, and integrating ta@gew employees, or if we are not successful aimgty our existing employees, our business
may be harmed. To manage the expected growth afmenations and personnel, we will need to imprawvetransaction processing,
operational and financial systems, proceduresgcanttols. This is a special challenge as we acqére operations with different systems. Our
current and planned personnel, systems, procedamds;ontrols may not be adequate to support dur€wperations. Any capital investments
that we may make will increase our cost base, whitlhmake it more difficult for us to offset anyture revenue shortfalls by expense
reductions in the short term.

We may have exposure to greater than anticipated|tabilities.

The determination of our worldwide provision focame taxes and other tax liabilities requires eaiiom and significant judgment and
there are many transactions and calculations wtheraltimate tax determination is uncertain. Likeny other multinational corporations, we
are subject to tax in multiple U.S. and foreign jtaisdictions and have structured our operatien®tiuce our effective tax rate. Our
determination of our tax liability is always sulfj¢a audit and review by applicable domestic arréiffn tax authorities, and we are currently
undergoing a number of investigations, audits @&wikkvs by taxing authorities throughout the wonhdjuding with respect to our tax structu
Any adverse outcome of any such audit or reviewdbave a negative effect on our business, operagéisults and financial condition, and the
ultimate tax outcome may differ from the amountsorded in our financial statements and may materéfect our financial results in the
period or periods for which such determination eder While we have established reserves basedsampsions and estimates that we believe
are reasonable to cover such eventualities, thessgwes may prove to be insufficient in the evieat &ny taxing authority is successful in
asserting tax positions that are contrary to owitjpms.

In addition, the economic downturn has reducedd¢arnues for U.S federal and state governmentspaombsals to increase taxes from
corporate entities are being considered at vatimeds of government. Among the options has begrmposal to modify the federal tax rules
related to the imposition of U.S federal corpoiatmme taxes for companies operating in multipl® &nd foreign tax jurisdictions. The goa
to increase the corporate income tax collectioosifcompanies operating in multiple U.S. and forganjurisdictions. If such proposals are
enacted into law, this could increase our effectiserate. A number of U.S states have likewisenatted to increase corporate tax revenues by
taking an expansive view of corporate presencederao attempt to impose corporate income taxesostmer direct business taxes on
companies that have no physical presence in tteg.SCompanies that operate over the Interneh, as@Bay, are a target of some of their :
efforts. If more states were successful in applyingct taxes to Internet companies that are redegnt in the state, this could increase of our
effective tax rate.

We depend on the continued growth of online commeend communications.

The business of selling goods over the Internatiquéarly through online trading, is dynamic aredatively new. Concerns about fraud,
privacy, and other problems may discourage additioansumers from adopting the Internet as a mediucommerce. In countries such as
U.S., Germany and the U.K., where our servicesamide commerce generally have been availabledorestime and the level of market
penetration of our services is high, acquiring nesers for our services may be more difficult anstlgahan it has been in the past. In order to
expand our user base, we must appeal to and aesriseimers who historically have used traditionahns of commerce to purchase goods
and may prefer Internet analogues to such traditicetail means to our offerings, such as the letaiown website. If these consumers prove
to be less active than our earlier users, and wei@able to gain efficiencies in our operating soistcluding our cost of acquiring new
customers, our business could be adversely impacted

Our business depends on the development and maentee of the Internet infrastructure.

The success of our services will depend largeltherdevelopment and maintenance of the Internestructure. This includes
maintenance of a reliable network backbone withnbeessary speed, data capacity, and securityelaaswimely development of
complementary products, for providing reliable tnet access and services. The Internet has expedeand is likely to continue to
experience, significant growth in the numbers @rasand amount of traffic. The Internet infrastametmay be unable to support such deme
In addition, increasing numbers of users, increpabandwidth requirements, or problems caused hy$es,” “worms,” malware and similar
programs may harm the performance of the Intefiffet.backbone computers of the Internet have beetatgets of such programs. The
Internet has experienced a variety of outages #met delays as a result of damage to portionssahftastructure, and it could face outages
delays in the future. These outages and delaysicedlice the level of Internet usage generallyelsas the level of usage of our services.

We may be unable to protect or enforce our own Iigetual property rights adequately.

We regard the protection of our trademarks, copysigpatents, domain names, trade dress, anddeadets as critical to our success. We
aggressively protect our intellectual property tighy relying on federal, state and common lawtsgas well as a variety of administrative
procedures. We also rely on contractual restristikmnprotect our proprietary rights in products aadvices. We have entered into
confidentiality and invention assignment agreemauitis our employees and contractors, and confidéityti
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agreements with parties with whom we conduct bsime order to limit access to and disclosure ofpyaprietary information. These
contractual arrangements and the other steps weeth&en to protect our intellectual property mayprevent misappropriation of our
technology or deter independent development oflairtéchnologies by others. We pursue the registratf our domain names, trademarks,
and service marks in the U.S. and internation&ffective trademark, copyright, patent, domain natreele dress, and trade secret protecti
very expensive to maintain and may require litigatiWe must protect our trademarks, patents, anth@onames in an increasing number of
jurisdictions, a process that is expensive and nudype successful in every location. For exampkgps8 is in the process of applying to regi

the Skype name as a trademark worldwide. In theSype’s application is being opposed. If theseosfions to Skype’s applications were to
be successful, Skype’s ability to protect its bragdinst third-party infringers would be compromdisé/e have licensed in the past, and expect
to license in the future, certain of our proprigteghts, such as trademarks or copyrighted mdfedathers. These licensees may take actions
that diminish the value of our proprietary rightsharm our reputation.

We are subject to the risks of owning real property

We own real property, including land and buildimgkated to our operations. We have little expemeimcmnanaging real property.
Ownership of this property subjects us to risksluding:

» the possibility of environmental contamination dhd costs associated with fixing any environmeptablems;
« disruptions to our operations resulting from polesitatural disasters, interruptions in utilitieslaimilar events

» adverse changes in the value of these propertiestadinterest rate changes, changes in the conahproperty markets, or oth
factors;

» the possible need for structural improvements @eoto comply with zoning, seismic, disability a@t,other requirements; ai
* possible disputes with tenants, neighboring owrarsthers

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

Our Board of Directors has the authority to isspeai10,000,000 shares of preferred stock andterahkne the preferences, rights and
privileges of those shares without any further vartaction by the stockholders. The rights of th&lars of common stock may be harmed by
rights granted to the holders of any preferredisthat may be issued in the future. Some provisafraur certificate of incorporation and
bylaws could have the effect of making it moreidiift for a potential acquirer to acquire a majpof our outstanding voting stock. These
include provisions that provide for a classifiedtbof directors, prohibit stockholders from takagion by written consent and restrict the
ability of stockholders to call special meetingse Afe also subject to provisions of Delaware laat ginohibit us from engaging in any business
combination with any interested stockholder foreaiqd of three years from the date the person becaminterested stockholder, unless certain
conditions are met. This restriction could havedffect of delaying or preventing a change of colntr
ltem 2: Unregistered Sales of Equity Securities and UseéPobceeds

None.

Item 3: Defaults Upon Senior Securitie
Not applicable.

Item 4: Submission of Matters to a Vote of Security Hold¢

For a description of matters submitted to a votsemiurity holders during the period, please refeyur Current Report on Form 8-K, filed
with the SEC on May 1, 2009.

ltem 5: Other Information
None.

ltem 6: Exhibits

Exhibit 2.01° Share Allocation and Tender Offer Agreement, datedf April 16, 2009, by and among Registrant, eR&j (UK) Ltd.
and Gmarket Inc

Exhibit 2.02’ Share Purchase Agreement, dated as of April 16,280and among Registrant, eBay KTA (UK) Ltd. &uaharket Inc
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Exhibit 10.01**+ Amended and Restated 2008 Equity Incentive Awaadh|

Exhibit 10.02+ Amendment to the eBay Inc. 2008 Equity Incentivea#dvPlan, eBay Inc. 2001 Equity Incentive Plan,\eBa&. 1999
Global Equity Incentive Plan, eBay Inc. 1998 Equitgentive Plan and Shopping.com Ltd. 2004 Equitehtive Plar

Exhibit 12.01 Statement regarding computation of ratio of eammitogfixed charges

Exhibit 31.01 Certification of eBa’s Chief Executive Officer, as required by Sectio2 8f the Sarban-Oxley Act of 2002
Exhibit 31.02 Certification of eBa’s Chief Financial Officer, as required by Secti@2 ®f the Sarban-Oxley Act of 2002
Exhibit 32.01 Certification of eBa’s Chief Executive Officer, as required by Sectif®b 8f the Sarban-Oxley Act of 2002
Exhibit 32.02 Certification of eBa’s Chief Financial Officer, as required by Secti@6 ®f the Sarban-Oxley Act of 2002
101.INS*** XBRL Instance Documer

101.SCH*** XBRL Taxonomy Extension Schema Docum

101.CAL*** XBRL Taxonomy Extension Calculation Linkbase Docuntr

101.LAB*** XBRL Taxonomy Extension Label Linkbase Docum

101.PRE*** XBRL Taxonomy Extension Presentation Linkbase Doent

* Filed as an exhibit to Registrant’s Current Remor Form 8-K filed with the Securities and Exchar@@mmission on April 16, 2009, and
incorporated herein by referen:

**  Filed as an exhibit to Registr’s Current Report on Forn-K filed with the Securities and Exchange CommisgiarMay 1, 2009, an
incorporated herein by referen:

***  XBRL information is furnished and not filed or arpaf a registration statement or prospectus fappses of sections 11 or 12 of 1
Securities and Exchange Act of 1933, is deemediledtfor purposes of section 18 of the Securitiad Exchange Act of 1934, and
otherwise is not subject to liability under theset®ns.

+  Indicates a management contract or compensatomygolarrangemen

53



SIGNATURES

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

eBay Inc.
Principal Executive Officet

By: /s/ John Donahg
John Donaho
President and Chief Executive Offic

Date: July 28, 200
Principal Financial Officer
By: /s/ Robert H. Swa

Robert H. Swai
Senior Vice President and Chief Financial Offi

Date: July 28, 200
Principal Accounting Officer
By: /s/ Phillip P. DePat

Phillip P. DePau
Vice President, Chief Accounting Offic

Date: July 28, 200
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INDEX TO EXHIBITS

Exhibit 2.01* Share Allocation and Tender Offer Agreement, datedf April 16, 2009, by and among Registrant, eB&a (UK)
Ltd. and Gmarket Inc

Exhibit 2.02* Share Purchase Agreement, dated as of April 189, 200and among Registrant, eBay KTA (UK) Ltd. @wharket
Inc.

Exhibit 10.01**+ Amended and Restated 2008 Equity Incentive Awaaah.

Exhibit 10.02+ Amendment to the eBay Inc. 2008 Equity Incentivead@vPlan, eBay Inc. 2001 Equity Incentive Plan,\yeBa&. 1999
Global Equity Incentive Plan, eBay Inc. 1998 Equitgentive Plan and Shopping.com Ltd. 2004 Equitehtive Plar

Exhibit 12.01 Statement regarding computation of ratio of eamitogfixed charges

Exhibit 31.01 Certification of eBa’s Chief Executive Officer, as required by Sectif2 8f the Sarban-Oxley Act of 2002

Exhibit 31.02 Certification of eBa’s Chief Financial Officer, as required by Secti@2 ®f the Sarban-Oxley Act of 2002

Exhibit 32.01 Certification of eBa’s Chief Executive Officer, as required by Sectif®b 8f the Sarban-Oxley Act of 2002

Exhibit 32.02 Certification of eBa’s Chief Financial Officer, as required by Secti@6 ®f the Sarban-Oxley Act of 2002

101.INS*** XBRL Instance Documer

101.SCH*** XBRL Taxonomy ExtensioSchema Documel

101.CAL*** XBRL Taxonomy Extension Calculation Linkbase Docuntr

101.LAB*** XBRL Taxonomy Extension Label Linkbase Docum

101.PRE*** XBRL Taxonomy Extension Presentation Linkbase Doent

* Filed as an exhibit to Registrant’s Current Remor Form 8-K filed with the Securities and Exchar@@mmission on April 16, 2009, and
incorporated herein by referen:

**  Filed as an exhibit to Registr’s Current Report on Forn-K filed with the Securities and Exchange CommisgsiarMay 1, 2009, an
incorporated herein by referen:

***  XBRL information is furnished and not filed or arpaf a registration statement or prospectus fappses of sections 11 or 12 of 1
Securities and Exchange Act of 1933, is deemediledtfor purposes of section 18 of the Securitiad Exchange Act of 1934, and
otherwise is not subject to liability under theset®ns.

+  Indicates a management contract or compensatonygolarrangemen
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Exhibit 10.02

AMENDMENT TO THE
EBAY INC. 2008 EQUITY INCENTIVE AWARD PLAN,
EBAY INC. 2001 EQUITY INCENTIVE PLAN,
EBAY INC. 1999 GLOBAL EQUITY INCENTIVE PLAN,
EBAY INC. 1998 EQUITY INCENTIVE PLAN AND
SHOPPING.COM LTD. 2004 EQUITY INCENTIVE PLAN

MARCH 4, 2009

Effective as of the date first set forth above, eBe. (the “ Company) hereby amends each of the eBay Inc. 2008 Ednitgntive
Award Plan, eBay Inc. 2001 Equity Incentive PlaBay Inc. 1999 Global Equity Incentive Plan, eBag.|1h998 Equity Incentive Plan and
Shopping.com Ltd. 2004 Equity Incentive Plan (esiwbh plan as amended to date, a “ P)dn the extent necessary to provide as follows:

“Notwithstanding any other provision of the Plarthe contrary, upon approval of this amendmentieyGompany’s stockholders
in accordance with the terms of the Plan, the Bo&idirectors of the Company or Compensation Cor@aibf the Board of
Directors of the Company may provide for, and tleenpany may implement, a one-time-only option exdeaoifer, pursuant to
which certain outstanding Options could, at theti@a of the person holding such Option, be tendéoethe Company for
cancellation in exchange for the issuance of atemsiount of restricted stock units, stock optionsash payments, provided that
such one-time-only option exchange offer is commedneithin 12 months of the date of such stockhoigmroval.”

Except as provided in this Amendment, the Planl sbadain in full force and effect.

*khkkkkkkkk

| hereby certify that the foregoing amendment waly ddopted by the Board of Directors of the Comypefiective as of March 4, 2009
and by the stockholders of the Company effectivefaril 29, 2009.

Executed on July 28, 2009

EBAY INC.

By:
/s/ Michael R. Jacobson
Secretary




Exhibit 12.01

eBay Inc.
Computation of Ratio of Earnings to Fixed Charges

(in thousands, except ratio data)
Six months Ended

June 30,
2008 2009
Income Before Income Taxes, Minority Interest amcbime/Loss of Equity Investe $1,153,621 $851,54(
Add: Fixed Charge 15,04« 19,86:
Earnings (1 $1,168,671 $871,40:
Fixed Charges (Z $ 15,04« $ 19,86:
Ratio of Earnings to Fixed Charg 77.7 43.¢

(1) Earnings consist of income before income tamenprity interest and equity in gains and lossesquity-method investees plus Fixed

Charges
(2) Fixed Charges consist of interest expense an@stimate of an appropriate portion of rentafgesentative of the interest factor. The
estimate of interest within rental expense is et to be or-third of rental expens:



Exhibit 31.01

CERTIFICATION OF CHIEF EXECUTIVE OFFICER,
AS REQUIRED BY SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002.

I, John Donahoe, certify that:
1. | have reviewed this report on Form 10-Q of eBay;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or amnéitate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtg,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, amdth@ periods presented in this report;

4. The registrant’s other certifying officer(s) angre responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%nd internal control over financial reportirag @efined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

b) Designed such internal control over financiglaring, or caused such internal control over foiahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c¢) Evaluated the effectiveness of the registeadisclosure controls and procedures and presénta report our conclusions ab
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such evaluation; and

d) Disclosed in this report any change in the teg’s internal control over financial reportifgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo&) tias materially affected, or is reasonably
likely to materially affect, the registrant’s intel control over financial reporting; and

5. The registrant’s other certifying officer(s) anltlave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitaemnmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize apbrt financial information; and

b) Any fraud, whether or not material, that invalveanagement or other employees who have a signiffole in the registrant’s
internal control over financial reporting.

/s/ John Donahoe

John Donaho

President and Chief Executive Offic
(Principal Executive Officer

Date: July 28, 2009



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. | have reviewed this report on Form 10-Q of eBay;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or amnéitate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nigtadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtd,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, amdth@ periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimlisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag @efined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

b) Designed such internal control over financiglaring, or caused such internal control over foiahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c) Evaluated the effectiveness of the registeadisclosure controls and procedures and presénta report our conclusions ab
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such evaluation; and

d) Disclosed in this report any change in the teg’s internal control over financial reportifgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo&) tias materially affected, or is reasonably
likely to materially affect, the registrant’s intel control over financial reporting; and

5. The registrant’s other certifying officer(s) anltlave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitaemnmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize apbrt financial information; and

b) Any fraud, whether or not material, that invalveanagement or other employees who have a signiffole in the registrant’s
internal control over financial reporting.

/s/ Robert H. Swan

Robert H. Swai

Senior Vice President and Chief Financial Offi
(Principal Financial Officer)

Date: July 28, 2009



Exhibit 32.01

CERTIFICATION OF CHIEF EXECUTIVE OFFICER,
AS REQUIRED BY SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002.

I, John Donahoe, hereby certify pursuant to 18 ©.Section 1350 adopted pursuant to Section 9@eeoSarbanes-Oxley Act of 2002 that:

(i) The accompanying quarterly report on Form 1@£xhe quarter ended June 30, 2009 fully compligh the requirements of
Section 13(a) or Section 15(d) of the SecuritiesHaxnge Act of 1934, as amended; and

(i) The information contained in such report fgigresents, in all material respects, the finanmigdition and results of operations of
eBay Inc.

/s/ John Donahoe

John Donaho

President and Chief Executive Offic
(Principal Executive Officer

Date: July 28, 2009

The foregoing certification is being furnished $pleursuant to 18 U.S.C. Section 1350 and is notdled 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 18.8. Section 1350 adopted pursuant to Section fedarbanes-Oxley Act of 2002 that:

(i) The accompanying quarterly report on Form 1@£xthe quarter ended June 30, 2009 fully compligh the requirements of
Section 13(a) or Section 15(d) of the SecuritiesHaxnge Act of 1934, as amended; and

(i) The information contained in such report fgigresents, in all material respects, the finanmgdition and results of operations of
eBay Inc.

/s/ Robert H. Swan

Robert H. Swai

Senior Vice President and Chief Financial Offi
(Principal Financial Officer)

Date: July 28, 2009

The foregoing certification is being furnished $pleursuant to 18 U.S.C. Section 1350 and is notgled as part of this repol



