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e Sean Byrne - Vice President, Chief Executive Officer (CEQO)
o Steeves Oster - Senior Director, Chief Financial Officer (CFO)
e Fabrice Borsello - Senior Director, Chief Risk Officer (CRO)

Report of the Supervisory Board

To the shareholders of PayPal (Europe) S.ar.l. et Cie, S.C.A. (the “Bank”):

We are pleased to report that the Supervisory Board has approved the financial statements as of
31 December 2023 upon which the external auditor intends to issue an unqualified opinion.

During the year, the Supervisory Board has actively monitored the execution of the Global Pay Later
(GPL) credit portfolio sale. The Supervisory Board has also overseen the transfer of all the UK
customer contracts and related eMoney and cash balances as of November 1%, 2023, to a new
established and separate UK entity following the departure of the United Kingdom (“UK”) from the
European Union (“EU”).

The Supervisory Board closely monitored the evolution of the credit product offering expansion,
including the sale of GPL new credit originations. The Supervisory Board also ensured the Bank’s
Statement of financial position is managed through an appropriate investment policy and liquidity
framework.

Throughout 2023, the Bank has successfully enhanced its overall risk governance, oversight, and
internal control mechanisms as per CSSF’s requirements. The operational structure, strategies, and
activities of the Bank are deemed suitable and supportive of effective risk management. Business
management of the Bank is considered effective, sound, and prudent, in line with Supervisory Board
guidance and instructions.

Norbert Becker
Chairman of the Supervisory Board
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Management Report of the General Partner

1 2023 Market Developments

PayPal’s payment solutions enable customers to connect, transact, and send and receive payments,
whether they are online or in person. PayPal’'s network builds on the existing financial infrastructure
of bank accounts and credit cards to create a global, real-time payment solution. PayPal delivers a
product ideally suited for small businesses, online merchants, individuals, and others currently
underserved by traditional payment mechanisms.

PayPal is committed to democratizing financial services to help improve the financial health of
individuals and to increase economic opportunity for entrepreneurs and businesses of all sizes
around the world. Our goal is to enable our merchants and consumers to manage and move their
money anywhere in the world in the markets we serve, anytime, on any platform, and using any
device when sending payments or getting paid, including person-to-person (“P2P”) payments.

PayPal Group operates a global, two-sided network at scale that connects merchants and
consumers with 426 million active accounts (consisting of 391 million consumer active accounts and
35 million merchant active accounts) across approximately 200 markets as of December 31!, 2023.

The Bank entered into a multi-year agreement in June 2023 with an external investor to sell United
Kingdom (“UK.”) and other European (DE, FR, ES, IT), Global Pay Later (“GPL"), also referred to as
buy now, pay later (“BNPL”) loan receivables, consisting of i) existing eligible loans and interest
receivable and ii) forward-flow arrangement to sell future originations of eligible GPL loan receivables
over a 24-months commitment period.

Following the departure of the U.K. from the European Union (“EU”) and the European Economic
Area (“EEA”) on January 31, 2020 (commonly referred to as “Brexit”), effective November 15, 2023,
a separate UK entity has been established in order to continue to serve PayPal customers in the UK.
PayPal UK Itd. (“PPUK”) received authorizations from the Financial Conduct Authority (“FCA”) in the
UK as an electronic money institution with credit permissions, and registration as a crypto asset
business.

As from November 1, 2023, all UK customers’ contracts as well as customers’ balances previously
held with the Bank were transitioned to the newly PPUK entity. As part of the transfer, $1,8 bn of
eMoney balances and related cash amounts were transferred to PPUK and removed from the Bank’s
balance sheet. While PPUK and the Bank maintain a level of interconnectedness, mainly for credit
activity, PPUK is PayPal Group’s wholly owned subsidiary, and hence not consolidated with the
Bank.

During the year ended 31 December 2023, the Bank did not conduct any research and development
activities. The Bank did not have any branches, and the Bank did not own its own shares.

2 2023 Performance and Financial Highlights

As of December 31st, 2023, PayPal Group had a strong financial position and profitability. During
2023, PayPal Group demonstrated revenue growth of 8%, driven by the ongoing move to cashless
and online payments, the contribution from new services and acquisitions and deepening customer
relationships. PayPal Holdings Inc credit rating has remained the same during 2023, with strong
cashflow generation.

As of December 31%, 2023, total assets of the Bank amounted to USD 11.0 billion (2022:
USD 12.3 billion). Despite the impact of inflation and macroeconomic headwinds and the impact of
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events mentioned in section 1 above, the Bank demonstrated a solid financial performance with a
net profit for the year ended 31 December 2023 amounted to USD 317.7 million (2022: USD 78.1
million).

3 2024 Outlook

The Bank’s intention is to remain the main internal vehicle for financing PayPal’'s European credit
expansion. To achieve capital optimization, the Bank will continue to use eMoney balances as well
as its own cash as funding sources for its credit portfolio. Key ratios are expected to remain strong,
and the Bank will continue to exceed the minimum sets for the prudential metrics.

The overall credit business line, including sale of Global Pay Later (GPL) credit assets, will continue
to be managed through a sound structure of board governance and general management, in line
with the Bank credit policies and risk management practices.

In 2024, PayPal intends to further enhance its products offering, and deploy more efficiency and
automation to increase products functionalities and drive higher engagement on PayPal’'s Payments
Platform. The objective is to provide its customers with a comprehensive set of services to manage
their businesses, finances and enhance their ability to shop online and in person.

The overall economic conditions in Europe, including factors such as GDP growth, inflation rates,
and unemployment levels, impact consumer spending and confidence. There are indications that
the EU economy may be heading towards another challenging year, with the possibility of
encountering economic difficulties. Eurozone and UK Macro-economic indicators will have direct and
indirect impacts on the Bank’s financial performance. Reserve on credit book may rise if macro-
environment continues to deteriorate impacting the Bank’s profitability. Household consumption will
continue to struggle given the decline in purchasing power which may adversely impact the Bank’s
business.

4. Risk and Capital Management

The management of the Bank’s business and execution of its strategy are subject to a number of
risks. Risks are formally reviewed by the Audit, Risk and Compliance Committee (“ARCC”) of the
Bank and appropriate processes are in place to monitor and mitigate these risks.

The Supervisory and Management Boards have implemented an Enterprise Risk Management,
framework for identifying, analyzing, monitoring and controlling the risks that they perceive to be the
most critical to the business, as per the Bank’s annual risk assessment. The Bank has various
service level agreements with affiliated companies and the service level performance under these
agreements is closely monitored by its’ Affiliate Services function.

The risk and capital planning policies and limits are set by the Supervisory and Management Boards
and monitored at regular meetings. In addition, the Capital Structure Committee (“CSC”) meets
regularly at Group level to review PayPal funding and liquidity strategy and needs as well as asset
and liability management and related risks in the context of business initiatives and market
conditions.

The ARCC and Supervisory Board quarterly meetings are organized and entails the Bank’s results
of operations, financial position, business strategy and risk exposures. The Supervisory and
Management Boards consider that adequate systems and controls are in place regarding the Bank’s
profile and strategy and an appropriate array of assurance mechanisms, which are properly
resourced and skilled.
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The Bank also followed the European Banking Authority’s (“EBA”) recommendations for sound
liquidity risk management and supervision, as set in the “Second Part of CEBS’s Technical Advice
to the European Commission on Liquidity Risk Management”, eighteen of which are also enclosed
in the Commission de Surveillance du Secteur Financier (“CSSF”) Circular 09/403 as amended.

Detailed information on the management of the main risk categories are provided in the notes to the
financial statements.

5 Consolidated supervision

The direct parent of the Bank, PayPal 2 S.a r.l. (“PP2”), qualifies as a Parent Financial Holding
Company (“PFHC”) as defined under, the law of 5 April 1993 on the financial sector, as amended
(the “1993 Law”) by the CSSF. On 18 October 2021, PP2 received an exemption from being licensed
as a PHFC with the CSSF resulting in the Bank to be the designated institution to perform all
consolidated supervision on behalf of the consolidated group and PFHC. As part of the PFHC
requirements, under the 1993 Law, compliance with the applicable prudential requirements and
reporting is undertaken by PP2 on a consolidated basis. This consists of ensuring continued
compliance of all regulatory requirements for continued authorization which includes the
consolidation and reporting obligations under the Capital Requirements Regulation No 575/2013
(“CRR”) starting from 31 December 2021.

As of 31 December 2023, the Bank is the sole undertaking in which is PP2 invested. Due to the
nature of the business conducted by the parent entity, PP2, as exclusively a PFHC for the Bank, the
activity carried out at a consolidated level is similar to that of the Bank itself.

DocusSigned by: DocuSigned by:
S By Stuwes Bstor
363D04B6D41E44B... 7E1610DCD1044EA. ..
Sean Byrne Steeves Oster

Chief Executive Officer Chief Financial Officer
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Audit report

To the General Partner of
PayPal (Europe) S.ar.l. et Cie, S.C.A.

Report on the audit of the financial statements

Our opinion

In our opinion, the accompanying financial statements give a true and fair view of the financial position
of PayPal (Europe) S.ar.l. et Cie, S.C.A. (the “Bank”) as at 31 December 2023, and of its financial
performance and its cash flows for the year then ended in accordance with IFRS Accounting Standards
as adopted by the European Union.

What we have audited
The Bank’s financial statements comprise:

the income statement and statement of other comprehensive income for the year then ended;

the statement of financial position as at 31 December 2023;

the statement of changes in equity for the year then ended;

the statement of cash flows for the year then ended; and

the notes to the financial statements, including material accounting policy information and other
explanatory information.

Basis for opinion

We conducted our audit in accordance with the EU Regulation No 537/2014, the Law of 23 July 2016
on the audit profession (Law of 23 July 2016) and with International Standards on Auditing (ISAs) as
adopted for Luxembourg by the “Commission de Surveillance du Secteur Financier” (CSSF). Our
responsibilities under the EU Regulation No 537/2014, the Law of 23 July 2016 and ISAs as adopted
for Luxembourg by the CSSF are further described in the “Responsibilities of the “Réviseur d’entreprises
agréé” for the audit of the financial statements” section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

We are independent of the Bank in accordance with the International Code of Ethics for Professional
Accountants, including International Independence Standards, issued by the International Ethics
Standards Board for Accountants (IESBA Code) as adopted for Luxembourg by the CSSF together with
the ethical requirements that are relevant to our audit of the financial statements. We have fulfilled our
other ethical responsibilities under those ethical requirements.

To the best of our knowledge and belief, we declare that we have not provided non-audit services that
are prohibited under Article 5(1) of the EU Regulation No 537/2014.

PricewaterhouseCoopers, Société coopérative, 2 rue Gerhard Mercator, B.P. 1443, L-1014 Luxembourg
T: +352 494848 1, F : +352 494848 2900, www.pwe.lu

Cabinet de révision agréé. Expert-comptable (autorisation gouvernementale n°10028256)
R.C.S. Luxembourg B 65 477 - TVA LU25482518
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Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the financial statements of the current period. These matters were addressed in the context of
our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not

provide a separate opinion on these matters.

Key audit matter

How our audit addressed the key audit matter

Loan loss and valuation allowances
on credit portfolio

The Bank’s receivables primarily
relate to loans and advances (KUSD
3,083,037) granted to selected
merchants and customers in the
United Kingdom and through Europe
(PayPal Working Capital “PPWC”,
Global Credit Expansion “GCE” and
Global Pay Later (“GPL")).

Credit products which are measured
at amortised cost are subject to the
Expected Credit Loss (ECL)
calculation model whereas other
credit products are measured at fair
value through profit or loss:

1. ECL models (applicable for GCE
and GPL): the Bank has built an
inhouse model which determines the
ECL allocation based on past due
allocation key and internal/external
factors. The loan impairment
charges equals to KUSD 241,074.

Changes in assumptions and
calibration of the methodologies
applied in the ECL model may have
a major impact on the measurement
of the credit portfolio.

2. Fair value models (applicable for
PPWC and GPL):

- for PPWC: a new Fair Value Model
has been developed to replace the
existing model with a fully new

developed payment cash flow
forecasting model including
macroeconomic Loan loss and

We understood and tested key controls and focused on :

Governance over the impairment and valuation processes,
including controls over unauthorised modifications to the
models and the re-assessment by Management that
impairment models are calibrated in a way which is
appropriate for measuring the Bank’s credit portfolios;

- Test Management’s controls around the data, assumptions
and models used to the ECL allowance calculation process
and the determination of the fair valuation allowance;

- Test IT general controls pertaining to the credit environment
and related applications;

- Inspect of the oversight over the credit book by the Audit Risk
and Compliance Committee;

We assessed whether these key controls were designed,
implemented and operated effectively, and therefore we
determined whether we could place reliance on these key
controls for the purposes of our audit.

In  addition,
procedures:

we performed the following substantive

- We engaged our internal credit valuation specialists to
perform an independent review of the assumptions and
methodologies used to determine the ECL allowance, and the
fair valuation allowance. We also took into specific
consideration the current market situation including other
external impacts;

- On a sample basis, we tested the data inputs to the
allowance calculation for reliability, accuracy and
completeness.

Finally, we assessed the completeness and appropriateness
of the disclosures included in the financial statements.
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valuation allowances on credit

portfolio.

- for GPL: the fair value is determined
based on cash flow forecasting and
payment model. A discount rate is
applied.

The difference between the fair value
and the gross receivable outstanding
gives rise to a valuation allowance
(KUSD 75,302).

The determination of ECL allowance
and fair valuation allowance remain
a subjective and judgmental area.
Due to the substantial amount of
loans and receivables recognized on
the balance sheet and the
significance of the judgments
applied, auditing ECL allowance and
fair valuation allowance is
considered a key audit matter.

Ref. to notes 2.5, 3.2.2,3.7,9.2.1, 25
and 26 to the financial statements.

Global Pay Later (GPL) credit
portfolio sale

As at 30 June 2023, the Bank
entered into a multi-year agreement
with an external investor to sell
United Kingdom (“U.K.”) and other
European (DE, FR, ES, IT), Global
Pay Later (“GPL") loan receivables,
consisting of:

i) existing eligible loans and interest
receivable; and

ii) forward-flow arrangement to sell
future originations of eligible GPL
loan receivables over a 24-months
commitment period.

The sale has been concluded with an
external counterparty which became
the owner of the eligible GPL loan
receivables sold by the Bank. The

We understood and tested key controls and focused on :

- Test the control framework put in place by the Bank to ensure
that the exposure risk toward the external investor remain
within the Bank compliance framework;

- Inspect the control performed by the Bank before the
transaction on the cash transfer accounting scheme;

We assessed whether these key controls were designed,
implemented and operated effectively, and therefore we
determined whether we could place reliance on these key
controls for the purposes of our audit.

In addition,
procedures:

we performed the following substantive

- Examining minutes of the Supervisory Board and Authorized
Management meetings;

- Consulting the correspondence and contracts between the
Bank and the buyer;

- For a sample of items, we performed the following:
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latter no longer holds an ownership
interest in these receivables.

Following the Bank’s decision to sell
its existing and “to be” originated
eligible GPL loan receivables, the
business model has changed. The
Bank intends indeed to collect cash
flow through the sales of the loans.
The Bank has therefore reclassified
its existing eligible GPL loan
receivables from amortised cost to
fair value through profit or loss.

This non routine transactions have
been identified as a Key Audit Matter
due to its significance on the financial
statements.

Ref. to notes 2.7, 3.2.2 and 9.2.1 to
the financial statements.

1. Selected a list of items from the existing eligible loans and
interest receivable and Front Books (corresponding to the
forward-flow arrangement to sell future originations of eligible
GPL loan receivables over a 24-months commitment period)
which were sold between October to December 2023;

2. Obtained the signed sale agreement, document an
understanding of the key terms and conditions of the
arrangement, and verify the sale was authorized.

3. Obtained the sales notices to ensure the sale was applied
to the correct fiscal year.

4. Obtained supporting evidences showing a summary of
loans subject to sale and the discounted value subsequently
applied;

5. Tied to the sales to the bank statements to ensure the funds
were received.

- Reviewing the appropriateness of the accounting treatment
of the initial sale and ongoing forward flow transfers. We
reviewed the memorandum prepared by the Bank advisor;

- Reviewing of the accuracy of the GPL portfolio accounting
remeasurement (from amortized cost to fair value) done in
June 2023;

- Reviewing the completeness and appropriateness of the
disclosures included in the financial statements.

Transfer of UK activities into the
newly created PayPal UK entity

Following the departure of the U.K.
from the European Union (“EU”) on

January 31, 2020 (commonly
referred to as “Brexit’), PayPal’s
wholly owned U.K. subsidiary

(PPUK) received authorizations from
the FCA as an electronic money
institution with credit permissions,
and a registration as a crypto asset
business effective on November 1,
2023. The go live of PPUK, resulted
in the transfer of the Bank’'s UK
customer eMoney liabilities and
related cash balances to PPUK.

Assets and liabilites have be
derecognised at transaction date

We understood and tested key controls and focused on :

- Perform an inspection of the 3 parallel run performed by the
Bank before the transfer. These parallel run aimed to ensure
that the population of account to transfer was in line with the
transfer agreement;

- Reperform the control done by the Bank post transfer to
ensure that the accounts flagged for transfer as at 31st
October 2023 where effectively transferred based on 1st
November 2023 data;

We assessed whether these key controls were designed,
implemented and operated effectively, and therefore we
determined whether we could place reliance on these key
controls for the purposes of our audit.

In addition,
procedures:

we performed the following substantive

10
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with a respective impact on the
books of the Bank.

This non recurring transaction has
been identified as a Key Audit Matter
due to its significance on the financial
statements.

Ref. to notes 3.2.4.2, 15.1, 21 and 22
to the financial statements.

- Examining minutes of the Supervisory Board and Authorized
Management meetings to assess appropriate local
governance (including approvals);

- Examining correspondence with the Luxembourgish
regulator;

- Performing an inspection of the IT routing that allocate the
financial information into the dedicated UK ledger in the Bank
accounting (pre-transfer);

- Inspecting of the various agreements put in place for the
framework with the UK entity;

- Assessing the reasonability of the classification established
by the Bank allowing the split between transferable and not
transferable accounts as of 31st October 2023;

- Testing the existence of the cash transfers by obtaining from
the Bank the related bank statement;

- Reviewing of the appropriateness of the accounting
treatment of the transfer;

- Reviewing of the completeness and appropriateness of the
disclosures included in the financial statements.

Other information

The General Partner is responsible for the other information. The other information comprises the
information stated in the Management Report of the General Partner but does not include the financial
statements and our audit report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any

form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material misstatement
of this other information, we are required to report that fact. We have nothing to report in this regard.

11
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Responsibilities of the General Partner for the financial statements

The General Partner is responsible for the preparation and fair presentation of the financial statements
in accordance with IFRS Accounting Standards as adopted by the European Union, and for such internal
control as the General Partner determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the General Partner is responsible for assessing the Bank’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless the General Partner either intends to liquidate the Bank
or to cease operations, or has no realistic alternative but to do so.

Responsibilities of the “Réviseur d’entreprises agréé” for the audit of the financial statements

The objectives of our audit are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an audit
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with the EU Regulation No 537/2014, the Law of
23 July 2016 and with ISAs as adopted for Luxembourg by the CSSF will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions
of users taken on the basis of these financial statements.

As part of an audit in accordance with the EU Regulation No 537/2014, the Law of 23 July 2016 and
with ISAs as adopted for Luxembourg by the CSSF, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

e identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control;

e obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Bank’s internal control;

e evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the General Partner;

e conclude on the appropriateness of the General Partner's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the Bank’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
audit report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our audit report. However, future events or conditions may cause the Bank to cease to
continue as a going concern;

12



DocuSign Envelope ID: 94D7F075-5C12-4A4E-9536-BE93A1323E55

pwec

e evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the financial statements of the current period and are therefore
the key audit matters. We describe these matters in our audit report unless law or regulation precludes
public disclosure about the matter.

Report on other legal and regulatory requirements

The Management Report of the General Partner is consistent with the financial statements and has
been prepared in accordance with applicable legal requirements.

We have been appointed as “Réviseur d’Entreprises Agréé” by the General Partner's Board of Managers
on 19 April 2023 and the duration of our uninterrupted engagement, including previous renewals and
reappointments, is 17 years.

PricewaterhouseCoopers, Société coopérative Luxembourg, 19 April 2024
Represented by

Electronically signed by
Rima Adas

Soe=

Rima Adas

13
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Income statement

for the year ended 31 December 2023

in USD Note Year ended Year ended
31 December 2023 31 December 2022

Interest income from financial instruments at FVPL 19 53,652,986 37,659,585
Interest income calculated using the effective interest method 19 305,338,816 214,366,543
Other interest and similar income 19 178,487,439 23,331,641
Other interest and similar expense 19 (308,477) (10,513)
Net interest income 19 537,170,764 275,347,256
Fee and commission income 20 7,242,419,957 6,651,391,300
Fee and commission expense 20 (6,871,413,242) (6,281,138,263)
Net fee and commission income 20 371,006,715 370,253,037
Net gain/(loss) on derivatives held for trading 21 (90,558,352) 1,319,920
Net gain/(loss) on foreign exchange 22 73,283,355 (26,254,517)
Net gain/(loss) on investment securities 23 (682,845) (192,699)
Net gain/(loss) on loans and advances to customers at FVPL 24 (94,211,243) (11,473,617)
Loan impairment charges 25 (124,656,630) (214,475,258)
Staff expenses 26.1 (32,689,020) (27,546,772)
Other administrative expenses 26.2 (260,574,298) (275,921,754)
Depreciation of property, equipment and right-of-use assets 10 (1,740,915) (1,669,240)
Other operating result (531,829,948) (556,213,937)
Profit before income tax 376,347,531 89,386,355
Income tax expense 17 (58,671,099) (11,317,914)
Profit for the year 317,676,432 78,068,441

The accompanying notes are an integral part of these financial statements.

14
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Statement of other comprehensive income
for the year ended 31 December 2023

in USD Note Year ended Year ended
31 December 2023 31 December 2022

Profit for the year 317,676,432 78,068,441

Net unrealized gain/(loss) on investment securties measured at

FVOCI, net of deferred tax 18.2 32,770,874 (42,078,690)

Other comprehensive income for ti.re year, net of deferred tax 32,770,874 (42,078,690)

subsequently recycle through profit or loss

Total comprehensive income for the year 350,447,306 35,989,751

The accompanying notes are an integral part of these financial statements.
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Statement of financial position
as at 31 December 2023

in USD Note 31 December 2023 31 December 2022
Assets

Cash and balances w ith central banks 6 2,787,036,214 2,308,182,700
Financial assets held for trading - derivatives 7 22,902,667 14,961,371
Loans and advances to banks 6, 9.1 1,163,247,922 1,614,639,267
Loans and advances to customers 9.2 3,083,037,008 4,234,288,375
Investment securities 6,8 2,142,890,153 3,067,798,636
Property, equipment and right-of-use assets 10 4,330,398 1,958,843
Deferred tax assets 17 8,214,011 16,816,599
Other financial assets 11 1,739,301,897 1,036,382,948
Other assets 12 69,164,593 48,654,342
Total assets 11,020,124,862 12,343,683,081
Liabilities

Financial liabilities held for trading - derivatives 7 14,641,032 963,188
eMoney liabilities 15 7,185,382,009 9,255,150,326
Current income tax liabilities 17 41,382,766 22,062,599
Deferred tax liabilities 17 1,011,002 6,316
Other financial liabilities 13 2,204,744,006 1,667,496,100
Other liabilities 14 105,848,261 85,408,180
Total liabilities 9,553,009,076 11,031,086,709
Equity

Share capital 18.1 694,700,000 694,700,000
Reserves 18.2 121,482,538 121,294,084
Retained earnings 18.2 533,256,816 418,533,847
Profit for the year 317,676,432 78,068,441
Interim dividends 18.3 (200,000,000) -
Total equity 1,467,115,786 1,312,596,372
Total equity and liabilities 11,020,124,862 12,343,683,081

The accompanying notes are an integral part of these financial statements.
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Statement of changes in equity
for the year ended 31 December 2023

Number of Share . . Result .
In USD Note o capital Reserves Retained earnings of the year Total equity
Balance at 1 January 2022 694,700 694,700,000 171,361,027 246,466,613 165,216,424 1,277,744,064
Transfer 18.2 - - (6,850,810) 172,067,234 (165,216,424) -
Share-based payments 18.2 - - (1,137,443) - - (1,137,443)
Investment securities at FVOCI 18.2 - - (42,078,690) - - (42,078,690)
Profit for the year 2022 - - - - 78,068,441 78,068,441
Balance at 31 December 2022 694,700 694,700,000 121,294,084 418,533,847 78,068,441 1,312,596,373
Balance at 1 January 2023 694,700 694,700,000 121,294,084 418,533,847 78,068,441 1,312,596,373
Transfer 18.2 - - (36,654,527) 114,722,968 (78,068,441) -
Dividends paid 18.3 - - - - (200,000,000) (200,000,000)
Share-based payments 18.2 - - 4,072,107 - - 4,072,107
Investment securities at FVOCI 18.2 - - 32,770,874 - - 32,770,874
Profit for the year 2023 - - - - 317,676,432 317,676,432
Balance at 31 December 2023 694,700 694,700,000 121,482,538 533,256,816 117,676,432 1,467,115,786

The accompanying notes are an integral part of these financial statements.
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Statement of cash flows
for the year ended 31 December 2023

in USD Note

31 December 2023

31 December 2022

Cash flows from operating activities

Profit for the year 317,676,432 78,068,441
Non-cash items and other adjustments
Share-based compensation 17.2 4,072,107 (1,137,443)
Depreciation of property, equipment and right-of-use assets 10 (2,147,384) 1,551,316
Impairment 24 (2,839,139) 67,680,267
Valuation allow ance 23 30,782,939 (3,809,688)
Derivatives held for trading 7 5,736,548 (15,642,675)
Interest accrual 9 30,139,155 78,873,785
Current income tax 16 59,067,409 9,434,204
Deferred tax 16 9,607,275 (10,723,045)
Change in assets and liabilities
Loans and advances to customers 9.2 1,094,212,258 (1,201,503,563)
Due to banks 13 - (7,327,483)
eMoney liabilities 14 (2,069,768,317) (911,357,143)
Changes in other assets and liabilities 11,12 (165,741,213) (177,911,160)
Investment securities 6,8 80,094,136 2,051,928
Income tax paid 16 (39,747,242) (11,328,605)
Net cash flow generated/(used) in operating activities (648,855,036) (2,103,080,863)
Cash flows from investing activities
Purchases of property, plant and equipment 10 (224,170) (231,882)
Investment securities 6,8 1,383,965,120 1,672,048,421
Net cash flow generated/(used) in investing activities 1,383,740,949 1,671,816,538
Net cash flow generated/(used) from financing activities (200,000,000) -
Net increase/(decrease) in cash and cash equivalents 534,885,914 (431,264,325)
Cash and cash equivalents at 1 January 6 4,224,001,684 4,655,266,009

Cash and cash equivalents at 31 December

4,758,887,598

4,224,001,684

Additional information on operational cash flows from interest and dividends:

Additional information on operational cash flows from
interest and dividends

Interest paid
Interest received

Dividend received

308,477
229,423,895

The accompanying notes are an integral part of these financial statements.
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Notes to the financial statements

1 General

PayPal (Europe) S.a r.l. et Cie, S.C.A. (the “Bank”) was first incorporated in the Grand-Duchy of
Luxembourg on 28 July 2006 as a public limited company (“Société Anonyme”) under the company
name PayPal (Europe) S.A.. The registered office of the Bank is established at 22-24
Boulevard Royal, L-2449 Luxembourg; trade register B118.349.

On 14 March 2007, the Extraordinary General Meeting of PayPal (Europe) S.A. decided to change
the company name from PayPal (Europe) S.A. into PayPal Holdings S.A..

On 25 June 2007, the Extraordinary General Meeting of PayPal Holdings S.A. decided to increase
the share capital of the company, to amend the purpose of the company, to convert the legal form
into a “Société en Commandite par Actions” and to change the name of the company into PayPal
(Europe) S.ar.l. et Cie, S.C.A..

The Luxembourg Minister of Finance authorized the Bank as a credit institution as of 2 July 2007.
Since that date, the Bank has been subject to the prudential supervision of the Commission de
Surveillance du Secteur Financier (the “CSSF”).

The Bank allows online businesses, merchants and individuals to send and receive payments
securely, conveniently and cost effectively. The Bank leverages the existing financial infrastructure
of bank accounts and debit and credit cards to create a real-time payment solution available to
European Union residents. Additionally, the Bank engages in deposits-taking services to affiliated
companies of the PayPal Holding Inc. (“PayPal”) corporate group (the “Group”), receivables
purchases and credit products.

The General Partner and sole manager of the Bank is PayPal (Europe) S.a r.l. (the “General
Partner”). The direct parent of the Bank is PayPal 2 S.a r.l. located at 22-24 Boulevard Royal, L-
2449, Luxembourg. PayPal 2 S.a r.l. is fully owned by PayPal Private Limited (“PPPL” or “Indirect
Parent”) which is located at Suntec Tower 5, 5 Temasek Boulevard #09-01 Singapore 038985. The
ultimate parent of the Bank is PayPal Holdings Inc. (“PayPal” or “Ultimate Parent”) and the financial
position and results of the Bank are included in the consolidated financial statements of PayPal
Holdings Inc. The consolidated financial statements of PayPal may be obtained from the registered
office of that company at National Registered Agents, 1209 Orange Street, Wilmington, New Castle
County DE 19801, United States.

2 Summary of significant accounting policies

21 Basis of preparation

The financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) and their interpretations existing as at 31 December 2023, as adopted by the
European Union (“EU”).

The financial statements were approved for issue by the General Partner of the Bank on
18 April 2024. The financial statements have been prepared on the historical cost basis except for
certain items as described further in the notes.

The preparation of financial statements in accordance with IFRS as adopted by the European Union
requires management to make judgments, estimates and assumptions that affect the application of
accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual
results may differ from these estimates.
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Estimates and assumptions are disclosed when relevant.

Estimates and underlying assumptions are reviewed on an on-going basis. The Bank bases its
estimates on historical experience and on various other assumptions that are believed to be
reasonable under the circumstances. Revisions to accounting estimates are recognised in the period
in which the estimate is revised and in any future periods affected.

211 Standards, amendments and interpretations effective in 2023

During the period beginning on 1 January 2023, the Bank did not adopt any new standards. During
2023, the Bank adopted amendments to standards which did not have a significant effect on the
financial statements.

21.2 Standards, amendments and interpretations issued but not yet effective

There are no standards, amendments or interpretations to existing standards that have been
published but are not effective for the Bank’s accounting periods beginning on 1 January 2023 that
would be expected to have a significant impact on the Bank.

213 Early adoption

The Bank did not early-adopt new or amended standards in 2023.
2.2 Foreign currencies

2.21 Functional and presentation currency

The functional currency is the currency of the primary economic environment in which the Bank
operates. The form of primary and secondary indicators of salient economic factors and
circumstances should be considered in determining the functional currency. The Bank has analysed
the different indicators and, based on the results of that analysis and based on judgement, the
functional currency United States Dollar (“USD”) was selected on the basis that the maijority of
expenses of the Bank and funding received from affiliated companies are transacted in USD.

The presentation currency is the currency in which the financial statements of the Bank are
presented, which is the USD.

2.2.2 Transactions and balances

Foreign currency transactions that are transactions denominated, or that require settlement in a
foreign currency, are translated into the functional currency using the exchange rates prevailing at
the dates of the transactions.

Monetary items denominated in foreign currency are translated with the closing rate as at the
reporting date. Non-monetary items measured at historical cost denominated in a foreign currency
are translated with the exchange rate as at the date of the initial recognition; non-monetary items in
a foreign currency that are measured at fair value are translated using the exchange rates at the
date when the fair value was determined.
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Foreign exchange gains and losses resulting from the settlement of foreign currency transactions
and from the translation at year-end exchange rates of monetary assets and liabilities denominated
in foreign currencies are recognised in the income statement. All foreign exchange gains and losses
are recognised in the income statement.

2.3 Classification and measurement of financial assets and liabilities

The Bank classifies financial assets based on the cash flow characteristics and the business model
in which the financial assets and liabilities are held.

The Bank classifies its debt instruments into one of the following three measurement categories:

o Amortised cost: assets that are held for collection of contractual cash flows where those cash
flows represent solely payments of principal and interest (“SPPI”), and that are not designated at
fair value through profit or loss (“FVPL"), are measured at amortised cost;

e Fair value through other comprehensive income (“FVOCI”): Financial assets that are held for
collection of contractual cash flows and for selling the assets, where the assets’ cash flows
represent SPPI, and that are not designated at FVPL, are measured at FVOCI; and

o Fair value through profit or loss: assets that do not meet the criteria for amortised cost or FVOCI
are measured at FVPL.

2.3.1 Financial assets

The financial assets of the Bank include cash and balances with central banks; investment securities;
financial assets held for trading (derivatives); loans and advances to banks and customers; and other
financial assets, primarily constituted of affiliated funds receivable related to eMoney transactions
processing. Fair value measurement is based on IFRS 13 requirements.

2.3.1.1 Loans and advances to banks and customers

Loans and advances to banks and to customers are measured at amortised cost if both of the
following criteria are met:

e The asset is held to collect its contractual cash flows; and
e The asset’s contractual cash flows represent SPPI.

Loans and advances to banks and to customers are initially measured at fair value, which is the cash
consideration to originate or purchase the loan, including any transaction costs and, if the above
criteria are met, subsequently measured at amortised cost, with the periodic amortisation of discount
or premiums in the income statement. Immediately after initial recognition, an expected credit
allowance is recognized for financial assets recognized at amortised cost.

Due to the short maturity of the loans and advances to banks and to customers, the carrying
amount of these financial assets approximates their fair values.

2.3.1.1.1 Reclassification of financial assets

The Bank reclassifies financial assets when it changes its business model for managing the financial
assets. Such changes are expected to be very infrequent and are determined by the Bank’s
Authorised Management as a result of external or internal changes and must be significant to the
Bank's operations and demonstrable to external parties. Accordingly, a change in the Bank's
business model will occur only when the Bank either begins or ceases to perform an activity that is
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significant to its operations. A change in the objective of the Bank's business model must be affected
before the reclassification date.

When the Bank reclassifies a financial asset out of the amortised cost measurement category and
into the fair value through profit or loss measurement category, its fair value is measured at the
reclassification date. Any gain or loss arising from a difference between the previous amortised cost
of the financial asset and fair value is recognised in profit or loss.

2.3.1.2 Investment securities

Investment securities are measured at FVOCI because the securities are held in a business model
where the objective is met by both collecting contractual cash flows and selling the instruments and
the contractual cash flows are SPPI. The Bank holds these debt securities for corporate liquidity and
yield purposes and also as permissible investments for its eMoney liabilities.

Investment securities are initially recognised at fair value, which is the cash consideration including
any transaction costs, and measured subsequently at fair value with gains and losses being
recognised in the statement of other comprehensive income, except for impairment losses and
foreign exchange gains and losses, until the financial asset is derecognised. Interest is calculated
using the effective interest method, and foreign currency gains and losses on monetary assets
classified as investment securities are recognised in the income statement.

2.3.1.3 Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss of the Bank include financial assets held for trading
(derivatives) and loans and advances to customers that do not meet the criteria to be measured at
amortised cost.

Financial assets at fair value through profit or loss are initially recognised at fair value, with any
subsequent gains and losses arising from changes in fair value recognised in the income statement.

2.3.1.4 Recognition
All purchases and sales of financial assets requiring delivery within the time frame established by

regulation or market convention are recognised on the trade date, which is the date when the Bank
becomes a party to the contractual provisions of the financial assets.

2.3.1.5 Oher financial assets
Other financial assets of the Bank include funds receivable related to transactions, eMoney

processing and other related assets. Other financial assets are initially recognised at fair value
(including any transaction costs) and subsequently measured at amortised cost.

2.3.2 Financial liabilities
The financial liabilities of the Bank consist of financial liabilities at fair value through profit or loss and

other financial liabilities at amortised cost. Fair value measurement is based on IFRS 13
requirements.
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2.3.2.1 Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss of the Bank include financial liabilities held for
trading (derivatives). Financial liabilities at fair value through profit and loss are initially recognised
at fair value, with any subsequent gains and losses arising from changes in fair value recognised in
the income statement.

2.3.2.2 Other financial liabilities

Other financial liabilities of the Bank include funds payable related to transactions; eMoney liabilities;
and related other liabilities. Other financial liabilities are initially recognised at fair value (including
any transaction costs) and subsequently measured at amortised cost.

24 Offsetting of financial instruments

Financial assets and liabilities are offset and the net amount is reported on the face of the statement
of financial position if there is a legally enforceable right to set off the recognised amounts and if
there is an intention to settle on a net basis, or to realise the asset and settle the liability
simultaneously.

The Bank entered into netting agreements with several subsidiaries of PayPal Holdings Inc. Those
agreements meet the International Accounting Standard (“IAS”) 32 criteria for balance sheet
offsetting. As at 31 December 2023, mutual claims between the Bank and those entities are
effectively reported on a net basis in the statement of financial position.

2.5 Impairment of financial assets

As required per IFRS 9, the Bank assesses on a forward-looking basis the expected credit losses
(“ECL”) associated with its financial assets carried at amortised cost and FVOCI and with the
exposure arising from loan commitments.

PayPal's ECL calculations for the Consumer loans portfolio is based on the forward-looking and
point-in-time estimation of the following components:

e Period of Exposure: This is the period over which the ECL is calculated;

o Economic Outlook: This is the forward-looking economic environment information that needs to
be incorporated in the ECL calculation model;

o Probability of Default (“PD”): This is an estimate of the likelihood of default over a given time
horizon;

o Exposure at Default (“EAD”): This is an estimate of the exposure at a future default date, taking
into account expected changes in the exposure after the reporting date, including repayments of
principal and interest, and expected drawdowns on committed facilities;

o Loss Given Default (“LGD”): This is an estimate of the loss arising on default. It is expressed as
a percentage of the EAD; and

o Effective Interest Rate (“EIR”): The rate that exactly discounts estimated future cash receipts.

251 Impairment of Loans and advances to banks and customers
Stage Allocation
Stage allocation is a key part of the IFRS 9 standard that the Bank applies. There are three stages:

e Stage 1: performing instruments - As soon as a financial instrument is originated or purchased,
12-month expected credit losses are recognised in profit or loss and a loss allowance is
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established. This serves as a proxy for the initial expectations of credit losses. For financial
assets, interest revenue is calculated on the gross carrying amount (i.e. without adjustment for
expected credit losses);

e Stage 2: instruments with a greater risk of default since initial recognition but not yet impaired -
If the credit risk increases significantly and the resulting credit quality is not considered to be low
credit risk, full lifetime expected credit losses are recognised. Lifetime expected credit losses are
only recognised if the credit risk increases significantly from when the Bank originates or
purchases the financial instrument. The calculation of interest revenue on financial assets
remains the same as for Stage 1; and

e Stage 3: credit-impaired instruments - If the credit risk of a financial asset increases to the point
that it is considered credit-impaired, interest revenue is calculated based on the net carrying
amount. Lifetime expected credit losses are still recognised on these financial assets.

The Bank has developed quantitative and qualitative approaches for allocating instruments into the
stages. For the quantitative approach the Bank utilises an approach that changes in external credit
rating (bureau credit score) between origination and current valuation date are used as significant
increase in credit risk (“SICR”) criteria to determine Stage assignment (Stage 1 versus Stage 2). As
for the qualitative approach, the Bank utilizes delinquency/past due status: if a loan is 30 to 89 days
past due (“DPD”), it will be allocated to Stage 2 and if a loan is 90 DPD or more, it will be allocated
to Stage 3. Furthermore, loans that are Unlikely to Pay or have an external default flag respectively
an internal bankruptcy flag are allocated to Stage 3.

Scenario & Weight

The degree of judgment that is required to estimate expected credit losses depends on the
availability of detailed information. As the forecast horizon increases, the availability of detailed
information decreases and the degree of judgment required to estimate expected credit losses
increases. The estimate of expected credit losses does not require a detailed estimate for periods
that are far in the future for such periods, an entity may extrapolate projections from available,
detailed information.

The Bank uses three scenarios based on Moody’s Analytics’ macroeconomic scenarios: (i) a
baseline scenario, weighted at 40%, (ii) an optimistic scenario, and (iii) an adverse scenario weighted
at 30% each. The optimistic and adverse scenarios reflecting stronger near-term growth and
moderate recession respectively.

PayPal applied these scenario weights to their corresponding Percentage of Default (PD), Loss
Given Default (LGD), Exposure at Default (EAD) and Effective Interest Rate (EIR) assumptions to
derive probability weighted PD, LGD, EAD and EIR, in order to calculate ECL.

Sensitivity to the scenario

o Assigned UK Consumer

Weightings 2023 2022
Optimistic scenario 30 15.2 21.2
Baseline scenario 40 23 6.1
Adverse scenario 30 (13.9) (20.1)

The key macroeconomics variables used in the 3 scenarios are unemployment rate and disposable
household income.
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Definition of default

The Bank uses 90 DPD for the definition of default and this definition is applied consistently to all
accounts underlying the Consumer loans portfolio; contractual write-offs are executed after 180 DPD
in accordance with the corresponding policies (deviating triggers might exist in case of bankruptcy,
deceased and confirmed fraud).

Buy Now Pay Later

A Cohort Flow Rate framework analyzing portfolios historical data is used to forecast lifetime losses
for non-eligible GPL credit products. The variables used to segment the data are origination risk
class and reporting month delinquency bucket as of a specified snapshot month. For purposes of
developing the model, a definition of bad loans was used to estimate losses in historical data, which
consists of loans more than 90 DPD or charged-off amounts. The model is used to estimate expected
credit loss for GPL credit products under IFRS 9.

2.6 Impairment of non-financial assets

Non-financial assets are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the
amount by which the asset’s carrying amount exceeds its recoverable amount.

For non-financial assets, the recoverable amount is measured as the higher of the fair value less
cost-to-sell and the value-in-use. Fair value less cost to sell is the amount obtainable from the sale
of an asset in an arm’s length transaction between knowledgeable, willing parties, after deducting
any direct incremental disposal costs. Value in use is the present value of estimated future cash
flows expected to arise from continuing use of an asset and from its disposal at the end of its useful
life.

Non-financial assets other than goodwill that suffered impairment are reviewed for possible reversal
of the impairment at each reporting date.

2.7 Derecognition of financial assets and liabilities

A financial asset is de-recognised when the rights to the cash flows from the asset expire, or the
rights to the cash flows from the asset and substantially all risks and rewards of ownership of the
asset are transferred. A transfer comprises sales and pass-through arrangements.

A financial liability is removed from the statement of financial liabilities only when it is extinguished -
i.e. when the obligation specified in the contract is discharged, cancelled, or expired.

2.8 Cash and cash equivalents

Cash and cash equivalents comprise cash and balances with central banks including the Minimum
Reserve Requirement (“MRR”) set by the European Central Bank (“ECB”), loans and advances to
banks and investment securities with less than three months maturity from the date of acquisition.

29 Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and any
accumulated impairment losses. Cost is the amount of cash or cash equivalents paid or the fair value
of other consideration given to acquire an asset at the time of its acquisition or construction.
Depreciation is calculated using the straight-line method to write down the cost of such assets to
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their residual values over their estimated useful lives. The residual value and the useful life of
equipment are determined for each significant part separately (component approach) and are
reviewed at each year end. Right-of-use (“ROU”) assets are presented together with property, plant
and equipment in the statement of financial position.

Repairs and maintenance expenses are charged to the income statement when the expenditure is
incurred. Subsequent costs are included in the asset’s carrying amount or are recognised as a
separate asset as appropriate, only when it is probable that future economic benefits associated with
the item will flow to the Bank and the cost of the item can be measured reliably. The estimated useful
life and methods of depreciation are as follows:

Item Estimaded useful life Method
Standard software 1to 3 years Linear
Computer equipment 3 years Linear
Equipment, fixtures and fittings 3 years Linear
Leasehold improvements up to 5 years Linear

210 Leases

The Bank determines whether an arrangement contains a lease for accounting purposes at contract
inception. A contract is, or contains, a lease if the contract conveys the right to control the use of an
identified asset for a period of time in exchange for consideration. Finance leases are recorded as
ROU assets, which are included in property, plant and equipment, and lease liabilities, which are
included in other liabilities in the statement of financial position.

ROU assets represent the Bank’s right to use an underlying asset for the lease term and lease
liabilities represent its obligation to make lease payments arising from the lease. ROU assets and
lease liabilities are recognized at the lease commencement date based on the present value of lease
payments over the lease term. If Bank’s leases do not provide an implicit rate; an incremental
borrowing rate for specific terms on a collateralized basis is used based on the information available
on the commencement date in determining the present value of lease payments. The ROU asset
calculation comprises of the initial lease liability adjusted for any lease payments made at or before
the commencement date, plus any initial direct costs incurred and excludes lease incentives. The
ROU asset and lease liability may include amounts attributed to options to extend or terminate the
lease when it is reasonably certain that option will be exercised. Lease amortization expense for
finance leases is recognized on a straight-line basis over the shorter of their useful life or the lease
term.

The Bank has lease agreements with lease and non-lease components. It has been elected to apply
the practical expedient and account for the lease and non-lease components as a single lease
component for all leases. In addition, practical expedients related to short-term leases, single

discount rate, and hindsight have been elected. The Bank considers its population of leases to be
analyzed and accounted for as a single class of underlying assets.

211 Employee benefits

2.11.1 Sabbatical program

The Bank has a sabbatical program in place under which each eligible employee earns the right to
four weeks’ sabbatical after five years of full employment within PayPal.
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Under IAS 19: “Employee benefits”, a provision and related expenses is recorded during the period
the employee is required to work. The accrual is reduced by an estimated turnover rate. The
sabbatical accrual is released when the sabbatical leave is taken by the employee.

2.11.2 Defined contribution plan

The Bank operates a defined contribution Supplementary Pension Scheme in accordance with local
conditions and industry practices. Obligations for contributions to the defined contribution Pension
Scheme plan are recognised as an expense in the income statement when they are due.

Under the Supplementary Pension Scheme the Bank pays fixed contributions and the Bank has no
legal or constructive obligations to pay further contributions in respect of employees’ service in the
current and prior periods.

2.11.3 Short-term benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed
as the related service is provided.

A provision is recognised for the amount expected to be paid under short-term cash bonus if the
Bank has a present legal or constructive obligation to pay this amount as a result of past service
provided by the employee and the obligation can be estimated reliably.

2.11.4 Equity-settled share-based payment transactions

PayPal's management may grant Restricted Stock Units (“RSUs”) to employees in exchange for the
employees’ subject to continued service to the Bank (collectively referred to as “share-based
payments”).

The Bank accounts for share-based payments in accordance to IFRS 2 as equity settled. The Bank
recognises in the income statement the effects of all share-based payments to employees based on
their fair value at grant date.

Share-based payments expense recognised during the period is based on the value of the portion
of stock-based payments awards that is ultimately expected to vest. As stock-based compensation
recognised is based on awards ultimately expected to vest, it has been reduced for estimated
forfeitures. IFRS 2 requires forfeitures to be estimated at the time of grant and revised, if necessary,
in subsequent periods if actual forfeitures differ from those estimates.

2.12 Provisions

A provision is recognised, if as a result of a past event, the Bank has a present legal or constructive
obligation that can be estimated reliably and it is probable that an outflow of economic benefits will
be required to settle the obligation. Provisions are determined by discounting the expected future
cash flow at a pre-tax rate that reflects current market conditions of the time value of money and,
where appropriate, the risks specific to the liability.

213 Interest income and expense

Interest income is mainly comprised of interest earned on investment securities, on cash held with
central banks and on loans and advances to banks and customers. Interest income is recorded in
the income statement when earned. Interest income earned on the credit portfolio of loans receivable
are computed and recognized based on the effective interest method.

27



DocuSign Envelope ID: 94D7F075-5C12-4A4E-9536-BE93A1323E55

PayPal (Europe) S.ar.l. et Cie, S.C.A.

Financial statements for the year ended 31 December 2023

Interest expense is mainly comprised of interests on leases. The interest expense is recorded in the
income statement when incurred.

214 Fee and commission income

The Bank earns fee and commission revenue primarily from fees charged to merchants and
consumers on a transaction basis. These fees may have a fixed and variable component. The
variable component is generally a percentage of the value of the payment amount and is known at
the time the transaction is processed. If the underlying transaction is approved for refund, the
variable component of the fee is reimbursed. The Bank estimates the amount of fee refunds that will
be processed during the quarter and record a provision against its net revenues. The volume of
activity processed on its Payments Platform, is referred to as Total Payments Volume (“TPV”). The
TPV is defined as the value of payments, net of reversals, successfully completed on the Bank’s
Payments Platform. The Bank earns additional fees on transactions where a currency conversion is
performed and when cross-border transactions is enabled (i.e. transactions where the merchant and
consumer are in different countries).

The Bank’s contracts with its customers are usually open-ended and can be terminated by either
party without a termination penalty after the notice period has lapsed. Therefore, these contracts are
defined at the transaction level and do not extend beyond the service already provided. The contracts
generally renew automatically without significant material rights. Some of the contracts include tiered
pricing, based primarily on volume. The fee charged per transaction is adjusted up or down if the
volume processed for a specified period is different from prior period defined volumes. The Bank has
concluded that this volume-based pricing approach does not constitute a future material right since
the discount is within a range typically offered to class of customers with similar volume. The Bank
do not have any capitalized contract costs, and do not carry any material contract balances.

The Bank’s service comprises a single performance obligation to complete payments on its
Payments Platform for its customers. Using the Bank’s risk assessment tools, a transaction risk
assessment is performed on individual transactions to determine whether a transaction should be
authorized for completion on its Payment Platform. When a transaction is authorized, the Bank
becomes obligated to its customer to complete the payment transaction.

Fees charged to customers are recognized primarily on a gross basis as fee and commission income
when the Banks is the principal in respect of completing a payment transaction. As a principal to the
transaction, the Bank controls the service of completing payments on its Payments Platform. The
bank bears primary responsibility for the fulfilment of the payment service, contract directly with its
customers, control the product specifications and define the value proposal from its
services. Further, the Bank has full discretion in determining the fee charged to its customers, which
is independent of the costs incurred in instances where the Bank may utilize payment processors or
other financial institutions to perform services on its behalf. The Bank therefore bears full margin
risk when completing a payment transaction. These fees paid to payment processors and other
financial institutions are recognized as transaction expense. The Bank is also responsible for
providing customer support.

Disaggregation of Revenue

The Bank believes that the nature, amount, timing, and uncertainty of its revenue and cash flows
and how they are affected by economic factors is most appropriately depicted through the type of
revenue (interest income and fee and commission income) presented as line items within its financial
statements. Revenues recorded within these categories are earned from similar services for which
the nature of associated fees and the related revenue recognition models are substantially the same.
Interest income does not represent revenues recognized in the scope of IFRS 15, Revenue from
contracts with customers.
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215 Tax

The Bank is subject to Luxembourg corporate income tax, municipal business tax and net wealth
tax.

The tax expense for the period comprises current and deferred tax. Tax is recognised in the income
statement, except to the extent that it relates to items recognised in other comprehensive income or
directly in shareholders’ funds. In this case, the tax is also recognised in other comprehensive
income or directly in shareholders’ funds respectively.

The rates enacted or substantively enacted at the statement of financial position date are used to
determine deferred taxes. Since 1 January 2019, the applicable Corporate Income Tax rate,
including the Municipal Business Tax and the contribution to the national employment fund, is
24.94%. Deferred tax is measured at the tax rates that are expected to apply in the years in which
the timing differences are expected to reverse based on tax rates and laws that have been enacted
or substantively enacted by the statement of financial position date. Deferred tax is not discounted.

Deferred tax is provided on all timing differences that have originated but not reversed at the
statement of financial position date where transactions or events that result in an obligation to pay
more tax in the future or a right to pay less tax in the future have occurred at the statement of financial
position date. Timing differences are temporary differences between profits computed for tax
purposes and profits as stated in the financial statements which arise because certain items of
income and expenditure in the financial statements are dealt with in different years for tax purposes.
Deferred tax assets are recognised to the extent that it is probable that sufficient future taxable profit
will be available to allow the benefit of part or the entire deferred tax asset to be utilised.

Current and deferred tax related to fair value re-measurement of investment securities are charged
or credited to Other Comprehensive Income (“OCI”) and are subsequently recognised in the income
statement together with the deferred gain or loss. Deferred tax related to stock-based compensation
expense under IFRS 2 is credited to Income Statement, to the extent the future tax deduction is
lower than expense recognised under IFRS 2 for the same grant. When the future tax deduction is
higher than the expense recognised under IFRS 2, the excess is recognised directly to shareholder’s
equity. Deferred tax related to ROU and lease liabilities under IFRS 16 is charged or credited to
Income Statement.

o OECD Pillar Two model rules

Pillar Two legislation has been enacted into Luxembourg tax law close to the reporting date and
comes into effect from 1 January 2024. Additionally, the OECD/G20 Inclusive Framework released
a third tranche of administrative guidance on the Pillar Two rules close to the reporting date. Since
the Pillar Two legislation was not effective at the reporting date, the Bank has no related current tax
exposure. The Bank has applied the exception to recognizing and disclosing information about
deferred tax assets and liabilities related to Pillar Two income taxes pursuant to IAS 12, paragraph
88A.

Due to the timing of the legislation enactment as well as OECD’s release of the third tranche of
administrative guidance, the Bank is still in the process of assessing the potential exposure to Pillar
Two income taxes as of 31 December 2023. Due to the complexity in applying the legislation, the
potential exposure, if any, to Pillar Two income taxes is currently not yet reasonably estimable. The
Company expects to be in a position to report on the potential exposure in its next annual financial
statements for the period ending 31 December 2024.
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216 Comparatives

Except when a standard or an interpretation permits or requires otherwise, all amounts are reported
or disclosed with comparative information. Due to the two significant transactions that occurred
during the year, additional information has been presented in notes 9.2.1 and 15.1 to enhance the
understanding of the variation noted between 2022 and 2023 fiscal years.

If IAS 8 “Accounting policies, changes in accounting estimates and errors” applies, comparative
figures will be adjusted to conform with changes in presentation in the current year.

3 Risk Management

3.1 Introduction

Risk and Compliance Oversight, part of the Risk and Platforms (“R&P”) organization, is the Bank’s
internal risk control function (second line of defence) responsible for the overall anticipation,
identification, measurement, monitoring and reporting of all risks to which the Bank is or may be
exposed to (including through any outsourcing arrangements). R&P Risk and Compliance Oversight
supports the Management Board in ensuring that the risks of the Bank are managed appropriately
and remain within its risk appetite as approved by the Supervisory Board.

The Bank operates the Three Lines of Defense model as relates to its Risk and Compliance
management activities.

The Bank’s First Line of Defense (i.e. Business Units and Centralized Functions) has an active and
important role in its risk management practice. The First Line of Defense is responsible for
establishing and maintaining their control environment in order to appropriately manage and mitigate
risk in accordance with the Risk and Compliance Oversight Program requirements and to comply
with applicable obligations. The Bank’s Business Risk and Control leads (“BRCL”) function supports
the First Line in fulfilling their responsibilities with that regard.

Risk and Compliance Oversight (the Second Line of Defense), reporting to the Chief Risk Officer
(“CRQO”), supports the achievement of the objectives and responsibilities of the function.

The CRO is in charge of the implementation of the Risk and Compliance function as required by the
CSSF Circular 12/552 as amended, oversees the compliance risks of the Bank and ensures
adequate measures are taken to keep the Bank operating in line with regulatory requirements
associated with the operating licenses granted to the Bank by the Ministry of Finance and other
relevant financial services regulators. This includes management of compliance obligations,
delegated to the Chief Compliance Officer (“CCQO”) including Anti-Money Laundering / Counter
Terrorist Financing related obligations which are jointly delegated to the Money Laundering
Reporting Officer (‘MLRO”). The Bank’s CCO and MLRO directly report to the CRO.

The Internal Audit acts as the Third Line of Defense. Internal Audit is an independent and objective
assurance function designed to audit the Bank’s operations and system of internal controls. It assists
the Bank’s Audit, Risk and Compliance Committee (“ARCC”) as well as the Management Board to
accomplish its objectives by bringing a systematic, disciplined approach to evaluate and improve the
effectiveness of risk management, control and governance processes.
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Enterprise Risk Management

In addition, other main internal control functions of the Bank operate as follows:

Compliance is responsible for the anticipation, identification, measurement, monitoring and
reporting of legal, regulatory and internal policy compliance risks to which the Bank is or may be
exposed (including through any outsourcing arrangements). The Compliance function shall
prepare an annual summary report on the Bank’s state of compliance. This report shall be
submitted to the Management Board of the Bank for approval and shall furthermore be submitted
to the Bank’s ARCC and Supervisory Board for acknowledgement before submission to the
CSSF,;

Credit Risk Management is responsible for the anticipation, identification, measurement,
monitoring and reporting of retail and commercial credit risks to which the Bank is or may be
exposed;

Treasury is responsible for the anticipation, identification and measurement, monitoring,
management and reporting of all counterparty credit (i.e. exposures towards financial institutions
where the Bank invests its money), large exposures concentration (i.e. intra-group exposures
towards other PayPal Group entities), market (i.e. foreign exchange and interest rate), and
liquidity risks to which the Bank is or may be exposed to;

Finance Controllership and Tax are responsible for the anticipation, identification and
measurement, monitoring, management and reporting of all accounting, taxes, VAT and financial
reporting risks to which the Bank is or may be exposed;

The Chief Information Security Officer (“CISO”) and Technology Oversight role in the EMEA
region ensure that technology and information security risks and controls are adequately and
effectively managed. This position is responsible for driving the Technology and Information
Security Oversight program in the region, in order to support the global Technology and
Information Security strategy from a Second Line of Defense perspective, and ensure that
regional business objectives are developed, implemented and maintained accordingly;

Data Privacy is responsible for the anticipation, identification, measurement, monitoring,
management, and reporting of all data protection and banking secrecy risks to which the Bank is
or may be exposed;

Affiliate Services is responsible for the oversight, assessments and reporting of all outsourcing
relationships through intra-services, cascading down to the full outsourcing chain to external third
parties, defining and engaging with Service Level Agreement (“SLA”) owners designated at the
respective service provider for each function that has been outsourced;and

Legal is responsible for providing legal advice on a diverse range of subjects which affect the
Bank’s functional areas. The team manages corporate governance and advises on all aspects
of legal operational risk management, including: intellectual property rights allocation; contracting
with external parties; regulatory or legal actions; disputes for or against the Bank; and losses
caused from a failure to correctly document, enforce or adhere to contractual arrangements,
inadequate management of non-contractual rights and a failure to meet non-contractual
obligations. The team also supervises legal research and analysis, identifying important issues
and appraising the Bank’s functional areas of emerging legal trends. Legal provides legal
guidance and advice to functional areas. Moreover, Legal is responsible for reviewing and
approving the mapping of all existing, new and changed obligations to products and services on
a timely and ongoing basis.

Risk Assessment (“RA”)

The accurate and timely identification and assessment of risks is essential for effective risk
management. The Bank utilizes the Enterprise Risk Assessment process to identify and measure
risks, which enables to effectively manage and mitigate them. Risk and Compliance Oversight
documents and establishes enterprise standards and methodologies for conducting risk
assessments in the Enterprise Risk Assessment Program Policy.
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Risk and Compliance Plan

Managing and mitigating risk is an important aspect to ensuring the Bank meets its business goals
and objectives. The Bank seeks to manage and mitigate risk by identifying, assessing, measuring,
monitoring, and reporting risk.

The Risk and Compliance Plan (“RCP”) identifies the key risk management activities and areas of
focus. The RCP includes deliverables owned by PayPal's global functional areas and activities
executed in support of enterprise initiatives or programs. This approach enables the Bank to prioritize
risk management activities and allocate resources in a smart and effective manner. Progress against
the activities set forth within this RCP is measured and captured within the quarterly Risk and
Compliance Review (“RCR”) process.

The Bank’s CRO, or his/her designee(s), oversees execution of the RCP, and is responsible for
making revisions as necessitated by significant changes, such as new business initiatives, shifts in
regulatory requirements and expectations, and other Risk activities that emerge during the year.

Risk Monitoring & Reporting

The Bank’s Risk and Compliance Oversight is committed to providing the Board and Management
with actionable information and the analysis needed to effectively identify, measure, manage, and
monitor Risk.

The CRO, or his/her designee(s), shall provide periodic reporting to the ARCC, Operations,
Compliance and Risk Committee (‘OCRC”), Management Board, and others, as appropriate. These
reports may include, but are not limited to:

Effectiveness and direction of risk management across the Bank;
Special reports on key emerging topics and trends;

Establishment of the proper risk appetite and its monitoring;

Internal Capital Adequacy Assessment Process (ICAAP), Internal Liquidity Adequacy
Assessment Process (ILAAP) and Recovery Plan results;
Prudential risk metrics;

Management actions to meet regulatory orders;

Risk policy and procedure adherence;

Risk-related audit and examination highlights;

New products and services;

Staffing and organizational effectiveness;

Progress on significant program initiatives; and

Management actions on significant risk matters.

3.2 Credit and counterparty risks

Credit risk is the risk that the customers may fail to fully meet their financial commitments. The risk
arises from lending operations and/or the ability to manage collections. The risks related to credit
lending and collections are managed by the Credit Risk & Governance function.

Counterparty Credit Risk is the risk that a counterparty will not live up to its contractual obligations.
It covers the risk of default of issuers of the bonds held in PayPal’s portfolio or of its deposit and
derivative counterparties.

For risk management reporting purposes, the Bank considers and consolidates all elements of credit
risk exposure. The maximum potential exposure to credit risk at the reporting date is the carrying
value of, principally, loans and advances to banks and customers, and other assets receivable from
related parties, as disclosed on the statement of financial position. Additional information to credit
risk exposure is included in the note 29.
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3.21 Management of credit risk

Authorised Management is responsible for management of credit risk. The Bank’s Treasury Banking
and Investment policy as well as the Credit Risk policies govern credit risk management.

The basis for effective credit risk management is the identification of existing and potential credit risk
inherent to any product or activity. This process includes the gathering of all relevant data concerning
the products offered, the counterparties involved and all elements that may influence credit risk.
Additional information to credit risk exposure is included in note 29.

3.2.1.1 Investment activity

The Bank’s Investment policies contain a set of principles, rules, guidelines and procedures for
identifying, measuring, approving and reporting credit risk related to the investment portfolio of the
Bank (i.e., counterparty credit risk). The Investment policies establish a consistent framework to best
protect customer and corporate assets.

Investment policies are approved by the Bank’s Management Board and the PayPal Holdings Inc.
Treasurer.

In addition to the investment policies, the Bank performs quantification of counterparty credit risk as
part of the ICAAP and Recovery Plan frameworks. Capital requirements for counterparty credit risk
are presented to the OCRC and to the ARCC on a quarterly basis.

3.21.2 Lending activity
The Bank offers credit products to customers, which gives rise to credit risk.

The Bank has documented internal credit policies that formalize credit risk management process,
articulate the objectives to measure, monitor, and manage credit risk related to the issuance and
management of credit, and provide general principles guiding credit risk management. The goal of
the framework is to:

Protect the Bank against unwarranted customer and counterparty credit exposures;
Protect eMoney balances and customer and corporate assets;

Maintain credit risk at a manageable level and within the Bank’s risk appetite; and
Identify and avoid a material credit failure that exceeds the Bank’s risk appetite.

The Bank has put in place an infrastructure to support the credit activity including a Credit Risk
Committee to monitor the credit risk environment for the Bank and provide direction for the activities
to mitigate, to an acceptable level, the risks that may adversely affect the Bank’s ability to achieve
its goals.

The Bank’s Credit Risk Committee comprises the following members:

o Chief Executive Officer (Chairperson);
e Chief Financial Officer; and
e Chief Risk Officer.

Non-voting members of the committee include the Credit Risk Director, Head of Legal, Head of
Treasury, Chief Internal Audit Officer and Credit Controller - Finance.

The Bank performs quantification of consumer credit risk as part of the ICAAP framework. Pillar Il
capital requirements for credit risk are presented to the OCRC and to the ARCC on a quarterly basis.
Refer to note 2.15.
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3.2.2 Impaired, past due exposure, and valuation allowance

As at 31 December 2023, the collective impairment and valuation allowance (related to principal and
interests) amounts to USD 316,376,182 (2022: USD 288,432,382).

Impairment for specific credit risk is recorded if there is an objective indication that the Bank may not

collect the total amounts due based on the contractual terms (refer to note 2.5). Valuation allowance

(refer to note 2.3.1.3) is recorded to reflect fair value for:
e PayPal Working Capital “PPWC” credit portfolio,
o Global Pay Later “GPL” eligible credit portfolio.

2023 Gross carrying amount/nominal amount Accumulated impairment
In thousand USD Of which Of which Of which Of which Of which Of which
stage 1 stage 2 stage 3 stage 1 stage 2 stage 3
Cash and balances with central banks 2,787,036 2,787,036
Loans and advances to banks 1,163,248 1,163,248 - - - - - -
Loans and advances to customers at amortised cost 2,459,538 1,981,064 401,784 76,690 (241,074) (51,986) (130,288) (58,800)
Investment securities 2,142,987 2,142,987 97) (97)
Other assets 1,808,466 1,808,466
Off-balance-sheet 5,938,522 5,886,756 50,747 1,019
Ld
2022 Gross carrying amount/nominal amount Accumulated impairment
In thousand USD Of which Of which Of which Of which Of which Of which
stage 1 stage 2 stage 3 stage 1 stage 2 stage 3
Cash and balances with central banks 2,308,183 2,308,183
Loans and advances to banks 1,614,639 1,614,639 - - - - - -
Loans and advances to customers at amortised cost 4,261,930 3,822,774 333,962 105,195 (243,915) (64,039) (107,218) (72,656)
Investment securities 3,067,884 3,067,884 (85) (85)
Other assets 1,085,037 1,085,037
Off-balance-sheet 4,665,610 4,458,727 198,975 7,908

Past due exposures are recorded when a counterparty has failed to make a payment when
contractually due. Past due exposures on loans and advances to banks are not considered impaired,
unless other information is available to indicate a contrary view. The triggering event for reclassifying
from “past due” to “impaired” will be identified on a case by case basis.

2023

ry/ Gl

"

Gross carrying t/
Accumulated  Net carrying
Not past due  Past due  Past due Past due  impairment amount
In thousand USD or past due > 30days > 90 days > 180 da
< 30days < 90days < 180 days s
Cash and balances w ith central banks 2,787,036 2,787,036 - - - - 2,787,036
Loans and advances to banks 1,163,248 1,163,248 - - - - 1,163,248
Loans and advances to customers at amortised cost 2,459,538 2,343,575 52,332 46,346 17,285 (241,074) 2,218,464
Investment securities 2,142,987 2,142,987 - - - (97) 2,142,890
Other assets 1,808,466 1,808,466 - - - - 1,808,466
2022 Gross carrying t/i inal t
Acc lated Net carrying
Not past due ~ Past due  Past due Past due  impairment amount
In thousand USD or past due > 30days > 90 days > 180 da
<30days < 90days < 180 days s

Cash and balances w ith central banks 2,308,183 2,308,183 - - - - 2,308,183
Loans and advances to banks 1,614,639 1,614,639 - - - - 1,614,639
Loans and advances to customers at amortised cost 4,261,930 4,094,187 96,260 71,388 96 (243,914) 4,018,017
Investment securities 3,067,884 3,067,884 - - - (85) 3,067,799
Other assets 1,085,037 1,085,037 - - - - 1,085,037
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Loss Allowance

The loss allowance recognised in the period is impacted by variety of factors, as described below:

e Transfers between Stage 1 and Stages 2 or 3 due to financial instruments experiencing
significant increase (or decrease) of credit risk or becoming credit-impaired in the period, and the
consequent “step up” (or “step down”) between 12 month and lifetime ECL;

o Additional allowances for new financial instruments recognised during the period, as well as
releases for financial instruments de-recognised in the period;

e Impact on the measurement of ECL due to changes in PDs, EADs and LGDs in the period,

arising from regular refreshing of inputs to models;

¢ Impact on the measurement of ECL due to changes made to model and assumptions; and
Financial assets derecognised during the period and write-offs of allowances related to assets

that were written off during the period.

The following tables explain the changes in the loss allowance of the Bank’s loans and advances to
customers at amortised cost and investment securities between the beginning and the end of the

annual period due to above factors:

2023

in thousands of USD Stage 1 Stage 2 Stage 3 Total
12-month ECL Lifetime ECL Lifetime ECL

Loss allowance as at 1 January 2023 64,124 107,218 72,656 243,999
Increase due to origination and acquisition 80,378 5,107 70 85,555
Decrease due to derecognition (91,713) (6,194) (7,668) (105,575)
Changes due to change in credit risk, net (13,208) 12,058 151,954 150,804
Changgs d.ue to update in the institution's methodology 5,087 10,978 (13,684) 2,381
for estimation (net)
Decrease in loss allow ance due to w rite-offs (116) (671) (146,589) (147,376)
Other adjustments 7,632 1,792 2,060 11,384
Loss allowance as at 31 December 2023 52,083 130,288 58,800 241,172

The higher “Decrease due to derecognition” is mainly driven by loans being sold or reclassified in
the context of Bank’s GPL credit asset sale strategy. In addition, the “changes due to update in the
institution's methodology” can be explained by the implementation of an updated amortised cost
models for GPL and UK PPC loans portfolios (including release of prior year reserve overlay).

2022
in thousands of USD Stage 1 Stage 2 Stage 3 Total
12-month ECL Lifetime ECL Lifetime ECL

Loss allowance as at 1 January 2022 44,502 86,460 46,858 177,820
Increase due to origination and acquisition 58,526 20,245 39 78,810
Decrease due to derecognition (42,556) (147) (123) (42,826)
Changes due to change in credit risk, net 13,281 7,030 156,234 176,544
Decrease in loss allow ance due to w rite-offs (2,312) (1,580) (126,396) (130,288)
Other adjustments (7,316) (4,790) (3,955) (16,061)
Loss allowance as at 31 December 2022 64,124 107,218 72,656 243,999
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3.2.3 Credit risk mitigation techniques

3.2.3.1 Statement of financial position netting agreement

The Bank is eligible to present net on the statement of financial position certain financial assets and
financial liabilities according to the note 2.4 “Offsetting of financial instruments”. The following tables
provide information on the total impact of offsetting for assets and liabilities subject to netting
agreements as at 31 December 2023 and 2022.

2023
in thousands of USD

Gross exposure Offsetting impact Net exposure
Assets 406,834 281,686 125,148
Liabilities 315,991 281,686 34,305
in thousands of USD 2022

Gross exposure Offsetting impact Net exposure
Assets 660,239 660,239
Liabilities 942,913 660,239 282,674

3.2.3.2 Guarantee agreements

The Bank has entered into guarantee agreements (the “Guarantees”) with PayPal International

Treasury Centre (LU) (“ITC”). The Guarantees are eligible as a credit risk mitigation technique for

capital adequacy purpose and are not eligible for balance sheet netting under IFRS. As at

31 December 2023, the Guarantees covers:

e up to USD 400 million of net PPPL balances receivables in case of PPPL insolvency (2022: up
to USD 800 million); and

e up to USD 713 million of Danube Investor’s balances receivables in case of its insolvency.

The Guarantees are fully collateralized with securities from ITC investment portfolio.

3.2.3.3 Master netting agreement

The Bank has entered into a master netting agreement (“MNA”) with a number of PayPal Group
companies. This agreement is structured on a multilateral basis, operating as a mutual guarantee of
borrowings by group companies to the Bank. The MNA is neither eligible as a credit risk mitigation
technique for capital adequacy purpose, nor for balance sheet netting under IFRS.

According to the MNA, in case of counterparty insolvency, the Bank is allowed to set off any amount
it owes (whether actual or contingent, present or future and including, if applicable and without
limitation, the liquidation amount and any amount due and payable on or before the liquidation date
but remaining unpaid) to a counterparty against any amount due by any other counterparty (whether
actual or contingent, present or future and including, if applicable and without limitation, the
liquidation amount and any amount due and payable on or before the liquidation date but remaining
unpaid) to the Bank.

3.24 Credit risk concentration

Credit risk concentration criteria imply that groups of connected or interconnected parties, as defined
in Article 4 1.(39) of Regulation (EU) No 575/2013, constitute a single risk in the management of
credit risk. To manage concentration risk, the Bank aims to spread credit risk across several
counterparties and countries.
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3.2.4.1 Investment activity

In order to ensure that the credit concentrations related to the Bank’s credit portfolio remain within
the acceptable levels the Treasury Banking and Investment policy establishes the following
principles for management of concentration risk:

e The Bank’s Head of Treasury is in charge of ensuring that the Bank stays within the regulatory
Large Exposure limit (maximum 25% of the Bank’s total Own Funds towards any single
counterparty and/or group of related counterparties). This is monitored on a daily basis; and

e The Bank has set policy limits at maximum 20% (of the total investment portfolio) exposure on
external or internal counterparties as maximum concentration thresholds. Exposure to a single
banking institution, financial or corporate counterparty of greater than USD 250 million requires
notification to the Bank’s CFO, CRO and the Group Treasurer. The lower of these two limits will
apply (i.e. 20% or USD 250 million).

3.2.4.2 Lending activity and deferred payment product

For merchants, the Bank offers a business loan to small and medium size businesses in Germany
that was launched in 2018. In France and the Netherlands, the Bank offers a business loan to small
and medium size businesses on a similar basis that were launched in April 2022.

For consumers, the Bank offers a 12-months instalment credit product to consumers in Germany,
launched in 2019 and well established; in addition to the 12-months instalment credit product, 3-, 6-
and 24-months instalment credit products have been offered since 2021. Furthermore, there is a 1-
month instalment credit product with additional features that was launched for consumers in
Germany in December 2021. A similar consumer instalment credit offering was launched in 2020 in
France that is paid back in 4 equal instalments. On a similar basis to the France instalments products,
consumer instalment credit offerings were launched in November 2021 in Spain and Italy that are
paid back in 3 equal instalments.

In the UK, a cash advance product to small and medium size businesses is offered on a similar basis
as the ones described above for merchants. On the same market, a consumer instalment credit
offering was launched in 2020 that is paid back in 3 equal instalments on a similar basis as the ones
described above for consumers. Furthermore, a consumer credit product to retail consumers with a
revolving credit line is offered in the UK.

Following the departure of the U.K. from the European Union (“EU”) and the EEA on January 31,
2020 (commonly referred to as “Brexit”), effective November 1, 2023, PayPal's wholly owned U.K.
subsidiary (PPUK) received authorizations from the FCA as an electronic money institution with
credit permissions, and a registration as a crypto asset business, The go live of PPUK, resulted in
UK customer eMoney liabilities and related cash balances been transferred from the Bank to PPUK
(refer to note 15.1).

While the UK credit products were originated by the Bank in the past, since November 1, 2023, UK
credit exposures are originated by PPUK subject to mutually agreed origination policies and the
credit quality of the exposures is subject to a mutually agreed risk appetite. The Bank purchases
then the entirety of UK credit originations (UK PPC, UK GPL, UK PPWC) from PPUK.

Subsequent to the purchase of the credit exposures from PPUK, UK PPC and UK PPWC are
retained on the Bank’s balance sheet. The UK GPL is sold to an external investor in line with the
Bank’s GPL credit asset sale strategy (refer to note 9.2.1).

The Bank’s credit portfolio contains little concentration as it targets large groups of homogeneous
customers.
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3.3 Market risk

Market risk is the risk that changes in market prices, such as interest rates, equity prices and foreign
exchange rates will affect the Bank’s income or the value of its holdings of financial instruments. The
objective of market risk management is to manage and control market risk exposures within
acceptable parameters, while optimising the return on risk. The Bank does not apply hedge
accounting.

3.31 Management of interest rate risk

The Bank’s funding policy on all intercompany and credit activities significantly reduces the overall
exposure to rate fluctuation. While the current processes are in place the activities are limited to plain
vanilla intercompany deposits taking and credit products.

The Bank’s limited activity and matched funding on all intra-group activity significantly reduces the
overall exposure to rate fluctuations. The Bank does not pay interest on eMoney balances nor does
it currently make floating interest loans.

According to the Investment Policy, the Bank is required to maintain its non-trading book weighted
average maturity shorter than 365 days. Exceptions to the Investment Policy must be reported and
approved by the Management Board and Head of Treasury.

However, the Bank’s earnings are interest rate sensitive due to the structure of the Bank’s balance
sheet whereby liabilities (e.g. eMoney liabilities and other liabilities) are predominantly non-interest
bearing as opposed to the assets which are predominantly interest bearing (i.e. cash and cash
equivalents, loans and advances to banks and investment portfolios).

In order to assess the impact of interest rate risk arising from non-trading book activities on the
economic value of the prudential own funds, the Bank performs quarterly stress testing on the
portfolio of Investment Securities, credit cashflows and e-money cashflows. In accordance with EBA
Guidelines EBA/GL/2022/14 and CSSF Circular 24/848, credit institutions must submit their non-
trading book activities to a stress test on interest rate risk. Based on the results after supervisory
shock scenarios applied to interest rates, the CSSF determines in particular to which extent the
interest rate risk is likely to result in a decline in the economic value of an institution by more than
15% of their own funds and a large decline of net interest income. In the stress test calculation,
institutions shall take into account all their wealth items except the items of the prudential trading
book. The six supervisory shock scenarios applied to calculate the change in economic value are
parallel shock up, parallel shock down, steepener shock, flattener shock, short rate shock up, short
rate shock down, the two supervisory shock scenarios applied to calculate the change in net interest
income are parallel shock up and parallel shock down.

Figures below represent the change of economic values:

in thousands of USD 2025 2022

usD EUR GBP Total UsD EUR GBP Total
Parallel shock up (8,311) (15,992) (95,928) (120,231) (29,710) (18,467) (15,761) (63,938)
Parallel shock dow n 8,393 16,141 100,684 125,218 30,945 19,281 16,333 66,559
Steepener shock 5,771 13,590 47,046 66,407 20,591 10,788 10,883 42,262

Flattener shock (7,318) (17,084) (65,583) (89,985) (26,686) (13,862) (13,439) (53,987)
Short rate shock up (9,523) (22,042) (94,416) (125,981) (36,214) (18,591) (17,314) (72,119)
Short rate shock dow n 9,623 22,303 98,200 130,126 37,990 19,919 18,004 75,912
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Figures below represent the change of net interest income:

in thousands of USD 2023 2022
Parallel shock up (108,533) (12,234)
Parallel shock dow n 54,845 12,234

In addition to regulatory stress tests, the Bank performs calculation of Pillar Il capital requirements
for interest rate risk and a series of other stress tests. Pillar Il capital requirements are calculated as
a 10-day 99% VaR multiplied by 3, derived from historical simulation with 5 years of daily historical
data. The stress tests are designed taking into account the characteristics of relevant cash flows
(e.g., coupon paying or zero-coupon bond, credit line drawdown, etc.).

3.3.2 Management of currency risk

Foreign exchange (“FX”) exposures could result in unexpected gains or losses depending on the
movement of foreign exchange rates. It is the Bank’s policy not to speculate in FX markets and the
Bank therefore aims to fully hedge identified balance sheet FX exposures to the duration of the
exposures.

Foreign exchange derivatives are used to manage currency exposures. Loans, deposits and
investments in currencies other than the functional currency of the Bank are hedged in the
corresponding currency. The Bank operates within the internal limit of a maximum unhedged position
of USD 50 million across currencies and ledgers. Impact of currency fluctuation will be only on the
net unhedged position:

in thousands of USD Change in 2023 2022

currency rate Increase Decrease Increase Decrease
EUR 10% 1,599 (1,599) (1,377) 1,377
GBP 10% 4,182 (4,182) 3,219 (3,219)

The tables below show all assets and liabilities at carrying value, classified by currency respectively
as at 31 December 2023 and 2022.
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i 2023
in thousands of USD UsD EUR GBP Others Total
Assets
Cash and balances w ith central banks - 2,787,036 - - 2,787,036
Financial assets held for trading - Derivatives - 17,245 55 5,603 22,903
Loans and advances to banks 73,761 783,740 247,681 58,066 1,163,248
Loans and advances to customers - 829,679 2,253,358 - 3,083,037
Investment securities 1,523,153 238,872 380,865 - 2,142,890
Property, plant and equipment and right-of-use assets 4,330 - - - 4,330
Deferred tax assets - 8,214 - - 8,214
Other financial assets 1,026 1,549,620 129,494 59,162 1,739,302
Other assets 5,766 46,689 16,456 254 69,165
Total assets 1,608,036 6,261,095 3,027,909 123,085 11,020,125
Liabilities
Financial liabilities held for trading - Derivatives - 1,890 12,687 64 14,641
eMoney liabilities 696,773 5,892,223 160,872 435,514 7,185,382
Current income tax liabilities - 41,383 - - 41,383
Deferred tax liabilities - 1,011 - - 1,011
Other financial liabilities 4,498 1,869,106 243,471 87,669 2,204,744
Other liabilities 32,157 60,844 12,445 402 105,848
Total liabilities 733,428 7,866,457 429,475 523,649 9,553,009
Net forward exchange contract positions 540,003 1,624,642 (2,556,611) 391,967 -
Net balance sheet positions 1,414,611 19,280 41,823 (8,597) 1,467,116
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i 2022
in thousands of USD UsD EUR GBP Others Total
Assets
Cash and balances w ith central banks - 2,308,183 - - 2,308,183
Financial assets held for trading - Derivatives - 6,086 3,310 5,565 14,961
Loans and advances to banks 121,261 795,987 659,880 37,511 1,614,639
Loans and advances to customers - 2,138,671 2,095,617 - 4,234,288
Investment securities 2,525,338 300,976 241,485 - 3,067,799
Property, plant and equipment and right-of-use assets 1,959 - - - 1,959
Deferred tax assets - 16,817 - - 16,817
Other financial assets 370,763 552,637 112,466 517 1,036,383
Other assets 14,756 21,186 12,370 342 48,654
Total assets 3,034,077 6,140,543 3,125,129 43,935 12,343,683
Liabilities
Financial liabilities held for trading - Derivatives - 568 93 302 963
eMoney liabilities 1,072,508 5,907,032 1,763,766 511,844 9,255,150
Current income tax liabilities - 22,063 - - 22,063
Deferred tax liabilities - 6 - - 6
Other financial liabilities 189,246 787,416 626,414 64,419 1,667,496
Other liabilities 39,839 30,110 15,096 363 85,408
Total liabilities 1,301,593 6,747,196 2,405,369 576,928 11,031,087
Net forward exchange contract positions (462,071) 592,886 (687,473) 556,659 -
Net balance sheet positions 1,270,412 (13,768) 32,287 23,665 1,312,596

Currencies are disclosed separately when they represent more than 5% of the statement of financial
position in gross amounts. Currency exposures are managed and hedged daily accordingly.

3.3.3 Management of the trading risk

No trading risk is taken by the Bank. It is the Bank’s policy not to hold a trading book.

3.4 Capital and liquidity risk

The primary goal of the Bank’s liquidity management is to ensure that the Bank maintains sufficient
cash and liquid assets to meet its current and future financial obligations at all times, in both normal
and stressed circumstances, for every currency in which it has an exposure.

In the unlikely event that the Bank needs to manage a potential liquidity crisis, the Bank has prepared
a Contingency Funding Plan detailed in its Internal Liquidity Adequacy Assessment Process. This
plan comes into effect whenever the liquidity position of the Bank is threatened by market related or
Bank specific circumstances. The main objective is to manage the liquidity sources of the Bank
without endangering its business franchise, while limiting excessive funding costs.

The Bank’s risk appetite sets out the limits with respect to capital and liquidity risks. Internal limits
are also set for CET1 & Total Capital Ratio Ratio, Solvency Ratio, Leverage Ratio, Liquidity
Coverage Ratio and Net Stable Finding Ratio as part of the Recovery Plan framework (traffic-light
approach).
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3.41 Liquidity Policy and Funds Management

The Liquidity Management Policy considers the recommendations of the European Banking
Authority (“EBA”) as disclosed in the Annex of the CSSF Circular 09/403 while applying the
proportionality principle.

The Liquidity Management policy sets out a robust framework for liquidity risk management at the
Bank. Notably included in this policy:

o Bank's Authorized Management and Head of Treasury oversight responsibilities for Liquidity and
Fund Management;

e Procedures establishing an effective monitoring of the liquidity condition of the Bank, to ensure
the Bank has sufficient funding capacity to meet its liquidity needs;

e Ensuring key prudential ratios such as solvency, liquidity and large exposures remain compliant
within the metric defined by the local regulator;

e The use of liquidity risk management tools such as limits and liquidity scenario stress testing;
and

¢ Monitoring, implementation and a review framework by the various stakeholders of this policy.

The adequacy of the liquidity position of the Bank is tested as part of the ILAAP and the Recovery
Plan.

3.4.2 Contingency liquidity plan

As part of the Liquidity Management Policy, the Bank has implemented the Contingency Liquidity
Plan (“CLP”). The main objective of the CLP is to minimize the liquidity repercussion of a liquidity
crisis by coordinated action demonstrating sufficient funding capacity that can replace any lost
funding in the shortest possible time, while reducing risk and limiting reputational damage.

The Bank maintains a highly liquid portfolio of financial assets. As at 31 December 2023,
approximately 38% of the portfolio is made up of cash and cash equivalent, while 62% has an initial
maturity above 3 months.

In the unlikely event that more liquidity is needed, the Bank may borrow funds from other international
group entities domiciled outside the US. The Bank’s Head of Treasury is responsible for managing
and implementing these borrowings as per the Group Treasury Intercompany Loan policy.

3.4.3 Sources of liquidity
Normal sources of liquidity

Customer eMoney balances are reinvested with highly rated banking counterparties or high-quality
liquid assets. PayPal issues eMoney by charging customer’s credit card and debiting their bank
account. PayPal makes eMoney immediately available to the recipient customer within the PayPal
system and receives funds from card processors or banks generally within the following business
days.

Customers can redeem their PayPal eMoney balances to their local bank account. This process
usually takes up to a few business days depending on the local bank clearing cut off time. Over and
above the normal sources of funding described above, the Bank has access to additional sources of
liquidity outlined below.

The CSSF granted the Bank on 6 February 2023 an authorization to use up to 50% of eMoney
balances for financing its credit activity.
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Short-term borrowings from the PayPal Group

In the unlikely event that more liquidity is needed, or it is deemed that an injection of capital is not
the correct course of action, the Bank may borrow funds from entities of the Group.

Borrowings of this nature are not used for a consecutive period of longer than 180 days, unless
approved by the Bank’s Management Board and the Bank’s CFO.

As a member of the Group, the Bank relies on the Group as the lender of last resort. At its deposition,
the Bank has an overdraft facility with external banks with a limit of USD 55.3 million equivalent. The
Bank has also access to the Group “Credit facility” with JPMorgan Chase Bank, N.A. as
administrative agent, for USD 1 billion (2022: 750 million). As part of this facility the Bank will be a
subsidiary borrower alongside with PayPal Inc. and will have access to a tranche of the facility in the
amount of up to USD 1 billion. Any borrowing through the facility would be guaranteed by PayPal
Holdings Inc..

The Group’s liquidity management approach looks to ensure that the Bank has the ability to meet its
liabilities on a timely basis.

As part of the Bank’s Internal Liquidity Adequacy Assessment Process (“ILAAP”) and the Contingent
Liquidity Plan (“CLP”), the Bank can also draw down USD 25 million subordinated debt facility with
PPPL.

344 Exposure to liquidity risk

The table below shows the Bank’s assets and liabilities classified into relevant maturity grouping
based on the remaining period to the contractual maturity date. Demand deposits, overnight
deposits, Due to banks, eMoney liabilities and most of other liabilities are reported in the column “Up

to 1 month”.
2023
R BT Up to 1 month 1-3 months 3-6 months 6-12 months (LD Total
months

Financial liabilities held for trading - derivatives 14,641 - - - - 14,641
eMoney liabilities 7,185,382 - 7,185,382
Other 2,241,578 110,397 - - - 2,351,975
Total financial liabilities 9,441,601 110,397 - - - 9,551,998
Cash and balances w ith central banks 2,699,612 - - - 87,424 2,787,036
Financial assets held for trading - Derivatives 22,903 - - - - 22,903
Loans and advances to banks 1,163,248 - - - - 1,163,248
Loans and advances to customers - 416,928 81,652 16,475 2,567,982 3,083,037
Investment securities 486,299 855,269 410,166 221,952 169,204 2,142,890
Other 1,757,232 51,235 - - - 1,808,467
Total financial assets 6,129,294 1,323,432 491,818 238,427 2,824,610 11,007,581
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2022
DU IEEE Upto 1 1-3 months 3-6 months 6-12 months Above 12 Total
month months

Financial liabilities held for trading - derivatives 963 - - - - 963
eMoney liabilities 9,255,150 - - - - 9,255,150
Other 1,734,333 40,634 - - - 1,774,967
Total financial liabilities 10,990,446 40,634 - - - 11,031,080
Cash and balances w ith central banks 2,214,520 - - - 93,662 2,308,183
Financial assets held for trading - Derivatives 14,961 - - - - 14,961
Loans and advances to banks 1,614,639 - - - - 1,614,639
Loans and advances to customers - 1,285,036 310,221 256,040 2,382,992 4,234,288
Investment securities 348,087 496,659 912,235 262,258 1,048,560 3,067,799
Other 1,051,513 33,525 - - - 1,085,038
Total financial assets 5,243,720 1,815,220 1,222,456 518,298 3,525,214 12,324,908

3.5 Operational risk

Operational risk is the risk of loss resulting from inadequate or failed internal processes or systems,
human error or due to external events such as natural disasters and fraud. This risk is inherent to
the nature and complexity of the Bank’s core business transactions.

The following risks were identified as requiring a capital allocation in the ICAAP:

Legal risk;

Regulatory and Financial Crimes risk;
Continuity of Operations risk;
Extended Enterprise / Third Party risk;
Technology risk;

Information Security risk; and

Privacy risk.

The following other operational risks impacting the Bank have been assessed. Upon carrying out
this assessment it was concluded that an additional capital allocation would not contribute to risk
mitigation. Instead, the risks would be best mitigated by having sound processes in place:

Human Capital risk;

Internal Fraud risk;

External Fraud risk;

Safety and Physical Security risk;
Internal Process risk; and

Tax risk.

The details on the material operational risks with respect to Pillar Il capital requirements are provided
below.

3.51 Legal risk

Legal risk refers to the risk of loss associated with intellectual property rights allocation and
contracting with external parties, regulatory or legal action, disputes for or against the company,
failure to correctly document, enforce or adhere to contractual arrangements, inadequate
management of non-contractual rights, or failure to meet non-contractual obligations.
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The risks managed by the Bank’s Legal team include compliance with existing and new legislation
and regulation, both in terms of compliance of the Bank’s products and services and the compliant
operation of the Bank itself, risks arising from the Bank’s extensive contractual relationships with
merchants, channel partners, Bank processors and other service providers and the risk of breaches
of contractual requirements, risks related to a wide range of consumer protection requirements,
including the risk of the Bank’s user agreement with its customers, being non-compliant or
unenforceable, and the risk of litigation, claims and regulatory sanction in relation to the business of
the Bank and its products. It also includes the risk of non-compliance with company law in relation
to the corporate administration, company secretarial and governance requirements of the Bank and
the various PayPal entities related to the Bank.

The Bank has appointed a Head of Legal to oversee the legal risks of the Bank and ensure adequate
measures are taken to ensure that the Bank continues to operate in line with legal and regulatory
requirements.

3.5.2 Regulatory and Financial Crimes risk

The Bank defines regulatory and financial crimes risk as risks related to the structure, processes,
and capabilities that allow the Bank to meet regulatory requirements and prevent financial crimes.

The Bank’s local Compliance function, as part of an enterprise level risk and compliance programme,
works to ensure that the Bank complies with all applicable laws and regulations. The Chief
Compliance Officer of the Bank has full delegated responsibility for ensuring that adequate policies,
processes and systems are in place to ensure the Bank meets its regulatory requirements, including
adequate measures to keep the Bank operating in line with regulatory requirements associated with
the operating licenses granted to the Bank by the CSSF and other relevant financial services
regulators.

The Bank is committed to complying with all rules and regulations governing its services. The Bank’s
Compliance function works to ensure that the Bank complies with all applicable laws and regulations.
The CCO of the Bank is responsible for ensuring that adequate processes are in place to ensure full
compliance. The CCO also identifies best practices within the market (where relevant) to be
incorporated in processes, policies and procedures.

3.5.3 Continuity of Operations risk

The Bank defines continuity of operations risk as the risk of the loss, disruption, or compromise of
the infrastructure, business processes, facilities, or employees that may threaten PayPal’s ability to
sustain operations and provide essential products or services in the event of a natural disaster,
power outage, site outage, etc. A concentration of resources in certain locations could increase the
overall impact should a significant disruptive event occur.

The Resiliency, Incident & Issue Management Team (“RIIMT”) provides the Bank with the framework
to oversee the business continuity, disaster recovery, incident, and crisis management risks of the
Bank and ensures that adequate measures are taken to keep the infrastructure of the Bank operating
in line with business requirements. The implementation of the framework allows the Bank to ensure
that all business functions are prepared to prevent impacts from a potentially disruptive event, and
to maintain business operations at normal or near-normal performance should a disruptive event
occur. Information related to the status and execution of resiliency program is reported to the OCRC
on ad-hoc basis.

During 2023, the Bank identified all critical business functions, ensured the business impact analyses

were performed, Business Continuity Plans were developed in the tool (Continuity Logic) and that
the recovery strategies for the critical business functions were exercised. As part of disaster
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preparedness, Local Event Management/Critical Incident Team training was conducted for senior
members of the Bank and an exercise was completed.

3.5.4 Extended Enterprise / Third Party risk

The Bank defines the extended enterprise/third party risk as risks posed by the Bank's dependence
on or association with third parties across its full range of operations, or by a failure to optimize the
value of the third-party ecosystem.

The Bank outsources certain key functions to Group companies and the Management Board has put
in place SLA to manage these services provided. SLA performance is monitored on a monthly basis
and reported as a key part of the Bank’s Affiliate Services program. The performance reporting is
undertaken by the Bank’s Outsourcing Manager. An appropriate Outsourcing Policy is in place, in
line with CSSF Circular 12/552 as amended, and all SLA are reviewed annually to validate the
respective input, and ensure they are up-to-date and in line with business requirements.

The following control activities are performed with respect to all material outsourcing relationships:

e Each SLA provides for annual reviews of service description and performance levels, with
monthly monitoring metrics (KPI) defined within each SLA;

e The procedures for monitoring the performance and evaluation of service providers are as
follows:

e The Bank's Outsourcing Manager implemented a process to regularly monitor performance
under outsourcing arrangements. Each SLA is rated based on its performance with respect
to the defined service levels using a traffic-light approach. An additional assessment related
to Outsourcing Impact is performed in case Service Levels are not sufficiently met, to arrive
at the rating;

e The performance of intra-group service providers under the SLAs is reported monthly to the
Authorized Management via the OCRC and quarterly/annually to the ARCC; and

e On an annual basis (at minimum), the Bank's Outsourcing Manager ensures that a formal
review of the outsourcing arrangements is undertaken and a report is submitted to both the
Authorized Management and to the ARCC, for approval of the annual program.

In addition to the controls performed by the Outsourcing team, the Bank’s Credit team performs
Monthly Business Review with US Credit team.

3.5.5 Technology risk

The Bank defines technology risk as the risk of loss resulting from ineffective technology
infrastructure, information security or data management. These scenarios would impact current and
future technology requirements from the business, and possible shutdown of the PayPal website.
Technology includes front-end customer sites, the payment engine, and back-end technology
needed to run the business.

Investments have been made to evolve PayPal’s technology through its re-platforming initiative from
being fit for purpose to becoming best in class. The Bank has appointed an IT Officer to oversee the
information technology risks of the Bank and ensure adequate measures are taken to keep the
infrastructure of the Bank operating in line with business requirements. Furthermore, risks arising
from IT Systems shall be reported to the OCRC.

3.5.6 Information Security risk

Information security risk refers to the risk that data is exposed, exfiltrated, altered, or destroyed due
to insecure management or unauthorized/inappropriate use.
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These risks encompass data breach, software and site security, and operations security (e.g.,
prevention of denial of service attacks, viruses, etc.), whereby customer data could be compromised
through employee misconduct, negligence, or external access obtained to PayPal systems and/or
site functionality is hacked or exploited by an outside party via code or feature flaws, system
vulnerabilities or other means.

The Bank has appointed an Information Security Officer to oversee the information security risks of
the Bank and ensure adequate measures are taken to keep the information infrastructure of the Bank
operating in line with business requirements. The roles and responsibilities associated with
Information Security risk management are available in the Bank’s Information Security Policy.

3.5.7 Data Privacy risk

The Bank defines privacy risk as the risk of inappropriate processing or loss of personal information
that may result in financial losses, regulatory violation, and decreased customer and employee trust.
The risk can materialize as a result of regulatory violation, loss, and fines from failing to process,
administer or otherwise safeguard consumer data in a manner consistent with regulatory
requirements.

Privacy and banking secrecy are fundamental elements of the Bank’s value proposition. As such, a
breach or incident resulting in a significant loss of personal data may lead to financial sanctions, loss
of license, increased regulatory oversight, decreased revenue resulting from potential litigation or
loss of business relationships, as well as a negative impact on the PayPal brand. Therefore, a
number of privacy controls are in place to mitigate such loss.

Additionally, the Bank has appointed a European Data Protection Officer to oversee the data
protection and banking secrecy compliance risks of the Bank and to ensure adequate measures are
taken to keep the Bank operating in line with regulatory requirements associated with the operating
licenses granted to the Bank by the CSSF. The roles and responsibilities associated with privacy
risk management are available in the Bank’s Privacy Policy and Global Privacy Standards.
Furthermore, Data Privacy risks are reported to the OCRC on a monthly basis.

3.6 Strategic risk

Strategic risk refers to the risk of wrong business strategy/product investments, as well as material
changes in the market/competitive environment. In order to mitigate strategic risk, the Bank has in
place a comprehensive strategic decision making process providing respective assessment metrics
to management and has allocated dedicated resources to support appropriate decisions in the best
possible manner.

The Bank identifies the following strategic risks:

Reputational Risk;
o Competitiveness Risk;
Business Strategy Risk including:
e Product Risk;
e Business Model Risk;
e Corporate Governance Risk; and
e Customer Satisfaction Risk.
Geopolitical Risk; and
e Climate and Environmental Risk.

The respective teams in charge of managing the risks, as well as processes in place ensure that the
Bank’s exposures to Strategic Risk are monitored and controlled on on-going basis.
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3.7 Fair value of financial assets and liabilities

The Bank measures fair values using the following fair value hierarchy, which reflects the
significance of the inputs used in making the measurements:

e Level 1: Inputs that are quoted market prices (unadjusted) in active markets for identical
Instruments;

o Level 2: Inputs other than quoted prices included within Level 1 that are observable either directly
(i.e. as prices) or indirectly (i.e. derived from prices). This category includes instruments valued
using: quoted market prices in active markets for similar instruments; quoted prices for identical
or similar instruments in markets that are considered less than active; or other valuation
techniques in which all significant inputs are directly or indirectly observable from market data;
and

e Level 3: Inputs that are unobservable. This category includes all instruments for which the
valuation technique includes inputs that are not observable and the unobservable inputs have a
significant effect on the instrument’s valuation. This category includes instruments that are valued
based on quoted prices for similar instruments for which significant unobservable adjustments or
assumptions are required to reflect differences between the instruments.

PayPal is using a discounted cash flows (“DCF”) model to calculate the fair value of the PPWC
merchant portfolio and the eligible part of GPL consumer portfolio.

The fair value of the PPEU PPWC portfolio is made of the following components:

e Cash flow forecasting: This is driven by initial estimation of the repayment duration.

o Repayment decay model: This is a model calibrating and forecasting repayments; and

¢ Discount rate: Main factors that make up the discount rate used by PayPal are liquidity risk and
credit risk, which is based regional premium.

During Q2 2023, a new version of PPWC Fair Value Model has been developed to replace the
existing model with a fully new developed payment cash flow forecasting model including
macroeconomic sensitivity used to replace the existing vintage average payment rate model.

The new model consists of a suite of regular payment models by country and segments, which are
capable to generate loan level monthly payment forecasts. The cash flow forecasting process also
incorporates payoff and charge-off probability.

The fair value of PPEU GPL portfolios is determined by the following components:

e Cash flow forecasting and payment model: for each segment (defined by combination of
country, loan term and delinquency bucket), a payment forecast model is developed basing
on available historical data;

o Discount rate: weighted average annual percentage rate (APR) for each segment is used to
discount payment cash flow and derive fair value.

As at 31 December 2023 and 2022, the fair value of the PPWC and the eligible GPL portfolios is as

follows:
in thousands of USD 2023 2022
Loans and advances to customers measured ad FVPL, gross 939,887 260,790
Fair value allow ance (75,302) (44,519)
Loans and advances to customers measured ad FVPL, net 864,585 216,272
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As at 31 December 2023, the gross total loans and advances to customers measured at FVPL
amounted to USD 939,887,327 (2022: USD 260,790,391).

4 Critical accounting estimates

The preparation of financial statements in conformity with IFRS requires the Bank to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. On an ongoing basis, the Bank evaluates its
estimates, including those related to credit receivables valuation, legal contingencies, income taxes,
value added taxes, revenue recognition and stock-based compensation. The Bank bases its
estimates on historical experience and on various other assumptions that the Bank believes to be
reasonable under the circumstances. Actual results could differ from those estimates. The estimates
and assumptions that might have a significant risk of causing material adjustment relate to
impairment on loans and advances to customers and share-based payments. For details, refer
respectively to notes 2.5, 27.2 and 27.3.

5 Supervision and Capital adequacy

5.1 Supervision

As a credit institution, the Bank is subject to the prudential supervision of the CSSF.

The prudential supervision includes the quarterly control that the Bank ensures the availability of
own funds at least equal to the sum of the capital adequacy requirements. The Bank met all

regulatory capital requirements since its authorisation to operate as a credit institution in
Luxembourg.

5.2 Capital adequacy

The Bank is required at all times to maintain eligible own funds at least equal to the amount of its
overall capital requirements, on a stand-alone basis.

As per CSSF Circular 14/593 as amended, the prudential reporting scheme regarding capital

adequacy has been updated in order to make the Luxembourg prudential reporting scheme on
capital adequacy compliant with the Common Reporting (“COREP”) scheme as defined by the EBA.
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in thousands of USD 2023 2022
Capital instruments and the related share premium accounts 694,727 694,727
of which: Paid up capital 694,700 694,700
of which: Share premium 27 27
Retained earnings 533,257 418,534
Accumulated other comprehensive income (and other reserves) 121,456 121,294
Common Equity Tier 1 capital before regulatory adjustments 1,349,439 1,234,555

Common Equity Tier 1 (CET1) capital before regulatory adjustments:

Additional value adjustments (negative amount) (3,045) (3,300)
Total regulatory adjustments to Common Equity Tier 1 (CET1) (3,045) (3,300)
Common Equity Tier 1 (CET1) capital 1,346,394 1,231,255

Additional Tier 1 (AT1) capital - -

Tier 1 capital (T1=CET1 + AT1) 1,346,394 1,231,255

Tier 2 (T2) capital before regulatory adjustments - -

Tier 2 (T2) capital S -

Total capital (TC=T1+T2) 1,346,394 1,231,255

Total risk weighted assets 4,452,138 5,339,585

Capital ratios and buffers:

Common Equity Tier 1 (as a percentage of total risk exposure amount) 30.3% 23.0%
Tier 1 (as a percentage of total risk exposure amount) 30.3% 23.0%
Total capital (as a percentage of total risk exposure amount) 30.3% 23.0%
Institution specific buffer requirement (CET1 requirement in accordance w ith article 92 (1) (a) plus capital
conservation and countercyclical buffer requirements, plus systemic risk buffer, plus systemically 14.0% 13.0%
important institution buffer expressed as a percentage of risk exposure amount)
of which: capital conservation buffer requirement 25% 25%
of which: countercyclical buffer requirement 15% 0.5%
Common Equity Tier 1 available to meet buffers (as a percentage of risk exposure amount) 30.3% 23.0%

As of 31 December 2023, the Bank had no off-balance sheet arrangements that have, or are
reasonably likely to have, a current or future material effect on the Bank financial condition, results
of operations, liquidity, capital expenditures or capital resources.

The Bank’s regulatory capital consists of:
e Common Equity Tier 1 (“CET1”) capital: Total shareholders’ equity, less prudential filters for
additional valuation adjustments;

e Tier 1 capital: CET1 capital (the bank has not issued any Additional Tier 1 capital (“AT1")); and
o Tier 2 capital: No Tier 2 instruments have been issued.
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A prudential filter for an Additional Valuation Adjustment as per Article 34 of the CRR is in place and
during 2023 had an impact of USD 3.0 million on CET1 as of 31 December 2023.

To calculate the solvency ratio, the Bank elected the following approaches for each risk identified:

5.21 Credit risk

The Bank elected the Standardised Approach for calculation of capital requirements for credit risk.
5.2.2 Market risk

5.2.21 Coverage of positions risk associated with non-trading book business
Coverage risk of interest rate risk

The Bank limits its net asset value exposure to interest rate risk by match-funding the duration of its
assets and liabilities. According to the Investment Policy, the Bank is required to maintain its non-
trading book weighted average maturity shorter than 365 days.

However, the Bank’s earnings are interest rate sensitive due to the structure of the Bank’s statement
of financial position whereby the liabilities (e.g. eMoney liabilities and other liabilities) are
predominantly non-interest bearing as opposed to the assets which are predominantly interest
bearing (i.e. cash and cash equivalents, or loans and advances to banks and customers).

Coverage of the risk linked to price changes

As at 31 December 2023, the Bank had no equity positions and USD 2,142,890,153 in bonds
positions.

The Bank limits its exposure to price change risk by investing in high quality liquid assets, with a
contractual maturity below 365 days for 92% of the total fixed and floating income positions.

5.2.2.2 Coverage of foreign exchange risk

Foreign exchange risk is covered by capital. A capital requirement for foreign exchange risk is
applied if the overall net currency position exceeds 2% of the Bank’s capital. As long as this 2% limit
is not reached, no capital requirement is applied in respect of foreign exchange risk.

Standardised method

The capital requirement for foreign exchange risk shall be calculated in 3 steps:

o First step: calculation of the net open position in a given currency;
e Second step: calculation of the overall net currency position; and
e Third step: calculation of the capital requirement.

Net short and long positions in each currency other than the capital currency shall be translated at

spot rates into the capital currency; they shall then be summed separately to form the total of the net
short positions and the total of the net long positions respectively.
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Measures taken by the Bank to manage foreign exchange risk

The Bank limits its foreign exchange risk by hedging exposures such as loans, deposits and
investments in currencies other than the functional currency if the overall net position exceeds
USD 50 million or equivalent.

To cover the foreign exchange risk, PayPal has entered into a global agreement with a partner bank
whereby the partner provides foreign exchange rates which are quoted on the PayPal foreign
exchange conversion product after PayPal adds its own spread or mark-up on the wholesale
exchange rates.

Exceptions to that general rule must be approved by the Management Board and the Treasurer. No
trading risk is taken by the Bank. It is the Bank’s policy not to hold any trading book.

Internal foreign exchange exposure limits are defined within the FX Treasury policy.

5.2.3 Operational risk
The Bank elected to operate the Basic Indicator Approach (the “BIA”).

The calculation of Operational Risk capital is based on 15% of the simple arithmetic average over
three years of the sum of net interest income and net non-interest income.

The calculation of the three-year average is based on the last three twelve-monthly observations at
the end of each financial year.

The Bank meets the minimum capital requirements. Capital adequacy is monitored daily through
compliance reports and reported in the monthly OCRC.

The Bank’s policy is to hold sufficient capital to meet current and future development of the business,
while maintaining investor, creditor and market confidence.

There have been no material changes in the Bank’s management of capital during the year.

5.24 Pillar Il capital requirements

The Bank’s ICAAP covers capital planning and management process and has been designed with
the goal of ensuring that the Bank has appropriate funding in light of its risk exposures and
contingency plans in the case of downturn scenarios. The Basel Ill framework recognises that
prudential capital requirements (i.e., Pillar 1) do not address all possible risks facing a bank, and
therefore it requires that the banks assess their own risks and capital requirements to cover potential
impact of these risks.

As part of the ICAAP, the Bank identifies the risks that may potentially affect it based on the review
of the Bank’s risk assessments and analysis of the financial statements. Following risk identification,
the Bank performs calculation of capital requirements needed to cover the risks that may potentially
affect its capital on both standalone and diversified basis over a one-year horizon. As at
31 December 2023, Pillar Il capital requirements amounted to USD 632 million (2022: USD 713
million).
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6 Cash and cash equivalents

As at 31 December 2023 and 2022, cash and cash equivalents were composed as follows:

in thousands of USD 2023 2022

Cash and balances w ith central banks 2,787,036 2,308,183
Investment securities 808,603 301,180
Loans and advances to banks 1,163,248 1,614,639
Total cash and cash equivalents 4,758,887 4,224,002

Cash and cash equivalents include available balances with central banks including MRR, loans and

advances to banks, investment securities with a term of less than three months from the

date on

which they were acquired, and money market funds, and exclude bank overdrafts. Cash and cash
equivalents also include accrued interest receivables equal to USD 635,230 at 31 December 2023

(2022: USD 2,166,511).

In accordance with the Bank’s Investment Policy, the Bank do not invest in assets with significant

volatility.

In accordance with article 19 of the Statute of the European System of Central Banks and of the
European Central Bank, the Bank is required to place minimum prescribed amount on deposit with
the central bank where the Bank operates (MRR). As at 31 December 2023, MRR amounted to

USD 87,424,163 (2022: USD 93,662,364).
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7 Financial derivatives held for trading

As at 31 December 2023 and 2022, the only financial derivatives to which the Bank is exposed were
foreign exchange derivatives. Foreign exchange derivatives are valued using pricing models that
take into account the contract terms and observable forward rates (“Level 2" fair value
measurement). Open positions as at 31 December 2023 are detailed as follows:

Fair value Notional Notional
Position Currency in currency Currency in USD Maturity date
measurement (in thousands) (in thousands)
Long AUD Level 2 52,530 usD 35,783 1/25/2024
Long CAD Level 2 32,340 usb 24,421 1/25/2024
Long CHF Level 2 26,600 usb 31,614 1/25/2024
Long CzK Level 2 446,786 usb 19,980 1/25/2024
Long DKK Level 2 254,471 usD 37,680 1/25/2024
Long EUR Level 2 1,652,309 usD 1,823,984 1/25/2024
Long GBP Level 2 39,920 usbD 50,822 1/25/2024
Long HKD Level 2 60,188 usb 7,705 1/25/2024
Long HUF Level 2 7,741,485 usb 22,295 1/25/2024
Long LS Level 2 10,660 usD 2,945 1/25/2024
Long JPY Level 2 1,347,824 usbD 9,556 1/25/2024
Long MXN Level 2 590,800 usb 34,810 1/25/2024
Long NOK Level 2 300,919 usb 29,583 1/25/2024
Long NZD Level 2 25,296 usbD 15,985 1/25/2024
Long PHP Level 2 45,200 usD 816 1/25/2024
Long PLN Level 2 246,748 usD 62,691 1/25/2024
Long SEK Level 2 615,209 usb 61,072 1/25/2024
Long SGD Level 2 3,744 usD 2,836 1/25/2024
Long THB Level 2 36,450 usD 1,064 1/25/2024
Long TWD Level 2 20,410 usD 667 1/25/2024
Short EUR Level 2 (180,580) usbD (199,342) 1/25/2024
Short GBP Level 2 (2,048,098) usb (2,607,434) 1/25/2024
Short HUF Level 2 (2,232,370) usD (6,429) 1/25/2024
Short NOK Level 2 (15,000) usb (1,475) 1/25/2024
Short ZAR Level 2 (30,000) usD (1,634) 1/25/2024
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Open positions as at 31 December 2022 were detailed as follows:

Fair value Notional Notional
Position Currency in currency Currency in USD Maturity date
measurement (in thousands) (in thousands)
Long AUD Level 2 87,770 usD 59,798 1/24/2023
Long CAD Level 2 186,390 usD 137,517 1/24/2023
Long CHF Level 2 63,760 usb 68,967 1/24/2023
Long CzK Level 2 249,846 usb 11,073 1/24/2023
Long DKK Level 2 296,900 usb 42,736 1/24/2023
Long EUR Level 2 617,990 uUsD 661,558 1/24/2023
Long GBP Level 2 9,990 usD 12,071 1/24/2023
Long HKD Level 2 46,028 usb 5,900 1/26/2023
Long HUF Level 2 2,846,475 usb 7,629 1/24/2023
Long JPY Level 2 2,790,032 usb 21,280 1/24/2023
Long NOK Level 2 445,430 uUsD 45,434 1/24/2023
Long NzD Level 2 25,506 uUsD 16,197 1/24/2023
Long PLN Level 2 283,047 usbD 64,696 1/24/2023
Long SEK Level 2 750,600 usb 71,975 1/24/2023
Long SGD Level 2 1,854 usD 1,384 1/25/2023
Long ZAR Level 2 115,700 uUsD 6,790 1/24/2023
Short EUR Level 2 (64,150) usD (68,673) 1/24/2023
Short GBP Level 2 (578,949) uUsD (699,544) 1/24/2023
Short SEK Level 2 (40,000) usbD (3,836) 1/24/2023
Short ZAR Level 2 (15,000) usb (880) 1/24/2023

The Bank entered derivatives with external counterparties with credit ratings of A- or above. As at
31 December 2023, the Bank received USD 5,310,000 (2022: USD 10,500,000) of cash margin from
external counterparties on its foreign exchange derivatives open positions.

8 Investment securities

As at 31 December 2023 and 2022, investment securities were composed as follows:

in thousands of USD 2023 2022

Included in cash and cash equivalents 808,603 301,180
Investment securities 1,334,287 2,766,619
Total investment securities 2,142,890 3,067,799
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Quoted prices in active markets for these identical assets are referred as “Level 1”7 in the table below:

in thousands of USD 2023 Fair value Currency breakdown Below3 36 6 12 months Above
measurement EUR GBP USD months months 12 months
Central governments & central banks 1,309,999 Level 1 97,221 380,865 831,913 808,603 198,138 303,258
Regional govern. & local authorities 116,558 Level 1 5,549 111,010 - - - 116,558
Credit Institutions 219,261 Level 1 - 219,261 - 14,527 204,734
Corporate 497,071 Level 1 136,102 360,970 - - 497,071
Total investment securities 2,142,890 238,872 380,865 1,523,154 808,603 198,138 14,527 1,121,621
. k o
in thousands of USD 2022 Fair value Currency breakdown Below 3 36 612 months Above
measurement EUR GBP USD months months 12 months
Central governments & central banks 2,121,522 Level 1 80,660 240,291 1,800,571 301,180 849,560 515,794 454,988
Regional govern. & local authorities 113,355 Level 1 5,415 107,941 - - - 113,355
Credit Institutions 271,039 Level 1 75,113 195,926 271,039
International organisations 34,934 Level 1 - 34,934 - 34,934
Multilateral Development Bank 1,194 Level 1 1,194 1,194 -
Corporate 525,755 Level 1 139,788 385,967 - 525,755
Total investment securities 3,067,799 300,976 241,485 2,525,338 301,180 849,560 516,988 1,400,071

Investment securities also include accrued interest receivables equal
31 December 2023 (2022: USD 5,376,640).

9 Loans and receivables

9.1

Loans and advances to banks

to USD 4,332,794 at

As at 31 December 2023 and 2022, loans and advances to banks were composed as follows:

in thousands of USD 2023 2022
Included in cash and cash equivalents 1,163,248 1,614,639
Loans and advances to banks - -
Total loans and advances to banks 1,163,248 1,614,639

Loans and advances to banks also include accrued interest receivable equal to USD 52,542 at
31 December 2023 (2022: USD 2,166,511).
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9.2 Loans and advances to customers

As at 31 December 2023 and 2022, loans and advances to customers were composed of the

following:
in thousands of USD 2023 2022
Loans and advances to customers at amortised cost 2,218,451 4,018,017
Loans and advances to customers at FVPL 864,586 216,272
Total loans and advances to customers 3,083,037 4,234,288

Loans and advances to customers also include accrued interest receivable which amounts to
USD 186,487,590 at 31 December 2023 (2022: USD 215,582,898).

Loans and advances to customers at amortised cost includes loss allowance, for details refer to note
3.2.2. For details on fair value of Loans and advances to customers at FVPL, refer to note 3.7.

Loans and advances to customers at FVPL includes the fair value of the PPWC merchant portfolio
amounting to USD 257,494,093 as at 31 December 2023 (2022: USD 216,271,607), and the eligible
GPL loan receivables portfolio amounting to 607,091,912 as at 31 December 2023 (2022: USD 0).

9.21 Reclassification /Sale of eligible GPL loan receivables:

As at 30 June 2023, the Bank entered into a multi-year agreement with an external investor to sell
United Kingdom (“U.K.”) and other European (DE, FR, ES, IT), Global Pay Later (“GPL"), also
referred to as buy now, pay later (“BNPL”) loan receivables. As part of this transaction preparation,
the Bank defined within its GPL portfolio the part of loans considered as eligible for sale and the one
non eligible. The multi-year agreement consists of i) existing eligible loans and interest receivable
and ii) forward-flow arrangement to sell future originations of eligible GPL loan receivables over a
24-months commitment period.

Following the sale, the external investor became the owner of the eligible GPL loan receivables sold
by the Bank. The latter no longer holds an ownership interest in these receivables.

Prior to the decision to sell, and when the Bank originated the GPL loan receivables, the business
model of the Bank was to hold while collecting contractual cash flows (“hold to collect”) that represent
solely payments of principal and interest (“SPPI”). Therefore, these loans were classified as loans
and advances to customers and were historically reported at amortized cost, with periodic
amortization of discount or premiums being reflected in the statement of profit and loss, net of
expected credit allowance.

Following the Bank’s decision to sell its existing and to be originated eligible GPL loan receivables,
the business model has changed as the Bank intends to collect cash flow through the sales of the
loans. Therefore, the Bank has reclassified its existing eligible GPL loan receivables from amortised
cost to FVPL.

The reclassification has been applied prospectively from the reclassification date (i.e., 30 June
2023). No prior period restatements were deemed applicable.

Any gain or loss arising from the difference between the previous amortised cost of the existing
eligible loans and fair value has been recognized in profit and loss. Any previously recorded
allowance for credit losses for existing eligibles loans and related interest receivable outstanding
was reversed.
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As a result of the change in business model, the Bank has transferred the contractual rights to
receive the cash flows and has transferred substantially all the risks and rewards of ownership of
these receivables to the external Investor. Refer also to note 2.7.

The impact of the change in business model and the reclassification of the eligible GPL loans as at
30 June 2023, was as follows:

in USD prior reclassification after reclassification
Accumulated Gross carrying accupdiatedineaaiive
asat 30 June 2023 Gross carrying amount impairment Net carrying amount amount changes in fair value due to Net carrying amount
> credit risk
Loans and advances (0 customers 2,473,876,993 (75,583,003) 2,398,293,990 536,986,395 (32,511,425) 504,474,970
measured ad Armortised Cost
Accumulated impairment
Loans and advances to customers
measured ad FVPL - - - 1,936,890,598 (34,157,458) 1,902,733,140
Total portfolio reclassified 2,473,876,993 (75,583,003) 2,398,293,990 2,473,876,993 (66,668,883) 2,407,208,110

During Q4 2023, the Bank has sold a total of USD 2.7bn of existing eligible GPL loan receivables at
a weighted average sale price of 99.19%.

As at 31 December 2023 and 2022, total GPL loan receivables were composed of the following:

in thousands of USD 2023 2022
Loans and advances to customers measured ad FVPL, gross 626,814 -
Accumulated negative changes in fair value due to credit risk (19,722) -
Loans and advances to customers measured ad Amortised Cost, gross 146,038 2,322,948
Accumulated impairment (12,284) (68,822)
740,845 2,254,126

As at 31 December 2023, total GPL loan receivables on the Bank’s balance sheet consisted of
ineligible GPL loan receivables at amortized cost amounted to USD 133,753,392 (2022: USD
2,254,126,221), and GPL loan forward flow receivables held for sale amounted to USD 607,091,912
(2022: USD 0) of which USD 563,132,375 has been sold in January 2024.

58



DocuSign Envelope ID: 94D7F075-5C12-4A4E-9536-BE93A1323E55

PayPal (Europe) S.ar.l. et Cie, S.C.A.

Financial statements for the year ended 31 December 2023

10 Property, equipment and right-of-use assets

As at 31 December 2023 and 2022, property, equipment and right-of-use assets were composed as

follows:

in thousands of USD Standard Cor_nputer Fumlt_ures & _ Leasehold Right-of-use Total
software equipment fixtures improvements assets

Net book amount as at 31 December 2022 - 396 165 532 866 1,959

of which

Acquisition cost 7,607 2,706 1,528 2,885 5,158 19,884

Accumulated depreciation (7,607) (2,310) (1,362) (2,353) (4,293) (17,925)

Year ended 31 December 2023

Additions/(Disposals) - 29 151 44 3,846 4,070

Depreciation charge - (197) (160) (557) (784) (1,699)

Net book amount as at 31 December 2023 - 228 156 19 3,928 4,330

of which

Acquisition cost 7,607 2,735 1,678 2,929 9,005 23,954

Accumulated depreciation (7,607) (2,507) (1,522) (2,910) (5,077) (19,623)

in thousands of USD Standard Cor_nputer Furnlt.ures & ) Leasehold Right-of-use Total
software equipment fixtures improvements assets

Net book amount as at 31 December 2021 29 743 270 614 1,623 3,278

of which

Acquisition cost 7,607 2,940 1,445 2,501 5,158 19,652

Accumulated depreciation (7,578) (2,198) (1,176) (1,886) (3,536) (16,374)

Year ended 31 December 2022

Additions/(Disposals) - (235) 82 384 - 232

Depreciation charge (29) (112) (187) (466) (757) (1,551)

Net book amount as at 31 December 2022 - 396 165 532 866 1,959

of which

Acquisition cost 7,607 2,706 1,528 2,885 5,158 19,884

Accumulated depreciation (7,607) (2,310) (1,362) (2,353) (4,293) (17,925)

No non-financial assets were impaired in 2023 and 2022.

11 Other financial assets

As at 31 December 2023 and 2022, other financial
follows:

assets were all current and were composed as

in thousands of USD 2023 2022

Funds receivable related to transactions (*) 1,713,858 1,031,055
Accounts receivable (*) 5,497 5,081
Other 19,947 247
Total other financial assets 1,739,302 1,036,383

(*) Positions disclosed are netted according to note 2.4 and 3.2.3.1.
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12 Other assets

As at 31 December 2023 and 2022, other assets were all current and were composed as follows:

in thousands of USD 2023 2022
Accrued income and pre-payments 59,148 41,495
Receivables - Danube 5,007 -
Accounts receivable 2,987 2,610
VAT 1,203 3,956
Other 820 593
Total other assets 69,165 48,654

13 Other financial liabilities

As at 31 December 2023 and 2022, other financial liabilities were all current and were composed as

follows:
in thousands of USD 2023 2022
Funds payable related to transactions (*) 1,817,830 1,473,831
Collections payables - Danube 341,636 -
Accounts payable (*) 40,318 181,716
Other 4,960 11,949
Total other financial liabilities 2,204,744 1,667,496

(*)  Positions disclosed are netted according to note 2.4 and 3.2.3.1.

14 Other liabilities

As at 31 December 2023 and 2022, other liabilities were all current and were composed as follows:

in thousands of USD 2023 2022

Deferred income and accrued expenses 88,430 68,693
Accounts payable 5,757 1,034
Short term employee benefits 5,706 4,886
Lease Liabilities 4,039 865
VAT and other indirect taxes 1,794 9,459
Other 123 471
Total other liabilities 105,848 85,408

15 eMoney liabilities

As at 31 December 2023 and 2022, eMoney liabilities were solely composed of eMoney accounts
held by buyers and sellers using the PayPal website to initiate transactions. The eMoney liabilities
are current liabilities.
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in thousands of USD 2023 2022
eMoney liabilities 7,185,382 9,255,150
Total eMoney liabilities 7,185,382 9,255,150

On 25 November 2015, the European Parliament and the Council of the European Union adopted
the Directive 2015/2366/EC on the taking up, pursuit and prudential supervision of the business of
electronic money institutions and repealing Directive 2009/110/EC.

On 20 July 2018, Luxembourg adopted the transposition law of the Directive 2015/2366/EC on
payment services in the internal market (“PSDZ2”).

As per Directive 2015/2366/EC, electronic money (“eMoney”) means electronically, including
magnetically, stored monetary value as represented by a claim on the issuer which is issued on
receipt of funds for the purpose of making payment transactions as defined in point 5 of Article 4 of
Directive 2015/2366/EC , and which is accepted by a natural or legal person other than the electronic
money issuer.

While the Bank is a member of the “Fonds de Garanties des Dépdts Luxembourg” (“FGDL”) due to
legal obligations applying to banking institutions established in Luxembourg, eMoney liabilities are
not covered by the FGDL'’s protection scheme because they are not classified as bank deposits.

15.1 UK Brexit

Following the departure of the U.K. from the European Union (“EU”) and the European Economic
Area (“EEA") on 31 January 2020 (commonly referred to as “Brexit”), effective 1st November 2023,
a separate UK entity has been established in order to continue to serve PayPal customers in the UK.
PayPal UK Itd. (PPUK) received authorizations from the Financial Conduct Authority (“FCA”) in the
UK as an electronic money institution with credit permissions, and registration as a crypto asset
business.

As at 1st November 2023, the UK customers’ contracts and related balances previously held with
the Bank were transitioned to the newly PPUK entity. As part of the Business Transfer and Funding
Agreement between the Bank and PPUK, $1.8 bn of eMoney outstanding balances and related cash
amounts were transferred at book value to PPUK and removed from the Bank’s balance sheet.

At the date of the transfer, the e-money and related customers’ services transferred from PPEU to
PPUK represent an integrated set of activities and events in which the acquirer (PPUK) obtained
control of all transferred assets and liabilities.

While PPUK and the Bank maintain a level of interconnectedness, PPUK is PayPal Group’s wholly
owned subsidiary, and hence not consolidated with the Bank.

16 Subordinated liabilities and available facilities

At 31 December 2023, the Bank had no subordinated liabilities (2022: none), no accrued interest
(2022: nil) and the unused portion of the facilty amounted to USD 25,000,000 (2022:
USD 25,000,000).

The initial facility is for an amount of USD 25,000,000. The Bank is able to draw down loan amounts

from the facility by giving 5 working days’ notice to PPPL. The Bank should repay any amounts
drawn down under the facility on 30 June 2027.
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Additionally, the Bank has at its disposition an overdraft facilitiy with external bank with a limit of USD
55.3 million equivalent. Also the Bank has access to a tranche of the Group Credit facility with
JPMorgan Chase Bank, N.A. (administrative agent) in the amount of up to USD 1 billion.

17 Deferred tax and Income tax

The gross movement on the current tax liability is as follows:

in thousands of USD 2023 2022
At the beginning of the period 22,063 23,957
Foreign exchange differences 396 (1,884)
Payments (39,747) (11,329)
Income statement charge 58,671 11,318
At the end of the period 41,383 22,063
The tax expense movement is as follows (reconciliation of effective tax rate):

in thousands of USD 2023 2022
Operating profit before income tax 376,348 89,386
Income tax using domestic corporation tax (93,861) (22,293)
Impact of non-taxable income 34,146 10,957
Adjustments for current tax of prior periods - 1,370
Deferred tax 1,044 (1,351)
Income tax expense in income statement (58,671) (11,318)

Since 1 January 2019, the applicable domestic corporation tax rate, including the Municipal Business
Tax and the contribution to the national employment fund, is 24.94%.

The detail of deferred tax assets and liabilities is as follows:

Deferred tax Deferred tax Income

QD C D assets liabilities statement )
Investment securities at FVOCI 5,261 (31) - (10,510)
Share-based compensation 1,946 - 1,016 (141)
ROU and lease liabilities 1,007 (980) 28 -
Year ended 31 December 2023 8,214 (1,011) 1,044 (10,651)
in thousands of USD Deferred tax Def.err(-.z({ t.ax Income ocl
assets liabilities statement

Investment securities at FVOCI 15,746 (6) - 13,572
Share-based compensation 1,071 - (1,351) (1,498)
ROU and lease liabilities - - - -
Year ended 31 December 2022 16,817 (6) (1,351) 12,074
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Deferred tax assets are recognized for the origination of temporary differences mainly in relation to
the fair value change of investment securities measured at FVOCI, stock-based compensation and
accounting on leases.

18 Share capital and reserves

18.1  Share capital

As at 31 December 2023, the subscribed capital is USD 694,700,000, made up of 694,700 ordinary
shares with a nominal value of USD 1,000 each.

PayPal 2 S.ar.l. subscribed to 687,199 shares for a total price of USD 687,199,000.

PayPal (Europe) S.ar.l. subscribed to 7,501 shares for a total price of USD 7,518,000, out of which
USD 17,000 was allocated to the share premium account.

No changes occurred to the share capital in 2023 and 2022.

The authorized share capital amounts to USD 10,000,000,000. All authorised shares have been
issued and fully paid up.

18.2 Reserves

For the years ended 31 December 2023 and 2022, the breakdown of the reserves was as follows:

in thousands of USD 2023 2022

Share premium 27 27
Legal reserve 69,470 69,470
Other reserves 78,740 115,394
Revaluation reserve on investment securities measured at FVOCI (14,326) (47,097)
IFRS 2 share-based (12,428) (16,500)
Total reserves 121,483 121,294
Retained earnings 533,257 418,534

During the Annual General Meeting, the Bank is required to allocate 5% of the annual profit to the
legal reserve until that reserve amounts to 10% of the subscribed capital. The legal reserve may not
be distributed.

In accordance with the tax law in force since 1 January 2002, the Bank reduced its Net Wealth Tax
burden by crediting it on the amount of the Corporate Income Tax due. In order to comply with the
law, the Bank decided to allocate under a special reserve an amount that corresponds to five times
the amount of reduced Net Wealth Tax. This reserve is non-distributable for a period of five years
from the year following the one during which the Net Wealth Tax was credited.

63



DocuSign Envelope ID: 94D7F075-5C12-4A4E-9536-BE93A1323E55

PayPal (Europe) S.ar.l. et Cie, S.C.A.

Financial statements for the year ended 31 December 2023

18.3 Dividends

During the year ended 31 December 2023, the Bank paid an interim dividend to its shareholders as

follows:
in USD Amount per share Total dividend
Interim dividend 287.89 200,000,000
Total dividends paid in 2023 200,000,000

The Bank did not pay any dividend to its shareholders during the year ended 31 December 2022.

19 Net interest income

For the years ended 31 December 2023 and 2022, the breakdown of the net interest income was as

follows:

in thousands of USD 2023 2022
Interest on loans and advances to retail customers 305,339 214,367
Interest on loans and advances to corporate customers 53,653 37,660
Interest on investment securities 88,390 22,361
Interest on loans and advances to banks 23,477 971
Interest on cash and balances w ith central banks 66,620 -
Total interest income 537,479 275,358
Other interest expense (194) -
Interest expense related to leases (114) (11)
Total interest expense (308) (11)
Net interest income 537,171 275,347

20 Net fee and commission income

For the years ended 31 December 2023 and 2022, the breakdown of the net fee and commission
income was as follows:

in thousands of USD

2023 2022
Customer transaction fees 6,295,169 5,695,829
Customer foreign exchange fees 889,324 922,206
Credit related fees and commissions 57,927 33,357
Total fee and commission income 7,242,420 6,651,391
Distribution and payment processing (6,871,413) (6,281,138)
Total fee and commission expense (6,871,413) (6,281,138)
Net fee and commission income 371,007 370,253
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21 Net gain/(loss) on derivatives held for trading

For the years ended 31 December 2023 and 2022, the breakdown of derivatives held for trading
gains/losses was as follows:

in thousands of USD 2023 2022
Foreign exchange derivatives held for trading gain/(loss) - Net (90,558) 1,320
Total net gain/(loss) on derivatives held for trading (90,558) 1,320

The increased loss from “Foreign exchange derivatives held for trading” is mainly driven by hedging
related to the asset transfer to the newly established PPUK entity. Please also refer to notes 15.1
and 22.

22 Net gain/(loss) on foreign exchange

For the years ended 31 December 2023 and 2022, the breakdown of foreign exchange gains/losses
was as follows:

in thousands of USD 2023 2022
Foreign exchange gain/(loss) - Net 73,283 (26,255)
Total net gain/(loss) on foreign exchange 73,283 (26,255)

The increased “Foreign exchange gain” is mainly driven by remeasurement, reclassification and
transfer of assets to the newly established PPUK entity. It is offset by an increase of losses from
derivatives held for trading. Please also refer to note 21.

23 Net gain/(loss) on investment securities

For the years ended 31 December 2023 and 2022, the breakdown of the net gain/(loss) on
investment securities was as follows:

in thousands of USD 2023 2022
Realized gain/(loss) on investment securities (683) (193)
Total net gain/(loss) on investment securities (683) (193)
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24 Net gain/(loss) on loans and advances to customers at
FVPL

As at 31 December 2023, net credit losses and valuation allowance for PPWC amounted to USD
26,081,068 (2022: 11,473,617) and for eligible GPL loans amounted to USD 68,130,174 (2022: 0)
portfolios which are measured at FVPL, are recorded under this caption. For the years ended 31
December 2023 and 2022, the breakdown was as follows:

in thousands of USD 2023 2022

Net credit losses (16,700) (11,564)
Fair valuation allow ance (77,511) 90
Total net gain/(loss) on loans and advances to customers at FVPL (94,211) (11,474)

The increase in “Fair valuation allowance” is mainly driven by the financial asset reclassification
occurred in the context of GPL loan receivables sale. Please also refer to note 9.2.1.

25 Loan impairment charges

For the years ended 31 December 2023 and 2022, the breakdown of loan impairment charges for
credit products at amortised cost was as follows:

in thousands of USD 2023 2022
Loan impairment charges (124,657) (214,475)
Total loan impairment charges (124,657) (214,475)

The decrease in “Loan impairment charges” is mainly driven by the financial asset reclassification
occurred in the context of GPL loan receivables sale. Please also refer to note 9.2.1.
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26 Staff and other administrative expenses

26.1 Staff expenses

For the years ended 31 December 2023 and 2022, the breakdown of staff costs was as follows:

in thousands of USD 2023 2022

Wages and salaries (21,193) (18,576)
Equity-settled share based payments (7,722) (4,815)
Compulsory social security costs (2,203) (1,713)
Pension costs - Defined contribution plans (726) (1,379)
Temporary w orkers (79) (255)
Other staff costs (766) (809)
Total staff expenses (32,689) (27,547)

26.2 Other administrative expenses

For the years ended 31 December 2023 and 2022, the breakdown of other administrative expenses
was as follows:

in thousands of USD 2023 2022

Sales costs (173,711) (220,841)
Professional fees (21,807) (14,985)
Other (63,443) (38,409)
Information and communication technology costs (664) (866)
Rental expenses and related expenses (505) (489)
Travel and entertainment (444) (332)
Total other administrative expenses (260,574) (275,922)

The increase in “Other” expenses is mainly due to legal and advisory costs and fees related to GPL
loan receivables sale (refer to note 9.2.1).

26.3 Leases

The Bank entered into three primarily real estate finance leases. These properties are used for
executive and administrative offices as well as parking spaces, have remaining lease terms of 4.9
years, and include options to extend the leases for up to 5 years. The Bank assesses at lease
commencement whether it is reasonably certain to exercise the extension options. When a decision
to exercise a lease renewal or termination option is reached, the Bank will recognize the associated
impact to the ROU asset and lease liability.

While most of lease payments are based on the stated rate in the lease, some lease payments are
subject to annual changes based on the Consumer Price Index (“CPI”) or another referenced index.
The Bank’s lease portfolio does not contain any subleases. A sublease situation can arise when
currently leased real estate space is available and is surplus to operational requirements.
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The components of lease expense were as follows:

In thousand of USD 2023 2022

Lease expense:
Amortization of ROU assets (784) (757)
Interest on lease liabilities (115) (11)
Short-term lease expense - -
Low value lease expense - -
Variable lease expense - -

Sublease income - -

Total lease expense cost (899) (768)

Other information (In thousand of USD, otherwise stated)

Cash paid for amounts included in the measurement of lease liabilities:

Financing cashflow s (879) (678)
Operating cashflow s (115) (11)
ROU assets obtained in the exchange for lease liabilities (4,001) (142)
Weighted-average remaining lease terms (in years) 4.9 1.0
Weighted-average discount rate: 4.77% 1.04%

Future minimum lease payments for the Bank’s finance leases as of 31 December 2023 were as
follows:

In thousand of USD Finance Leases

Remaining 2023 -

2024 729
2025 972
2026 972
Thereafter 1,781
Total 4,453
Less: present value discount (414)
Lease liabilities 4,039

Finance lease amounts include minimum lease payments under the Bank’s non-cancellable finance
leases primarily for office facilities. The amounts presented are consistent with contractual terms and
are not expected to differ significantly from actual results under the existing leases.

As of 31 December 2023, the Bank has no additional finance leases that have not yet commenced.
27 Remuneration plans in shares and options

271 Employee stock purchase plan

The Bank’s employees participate in an employee stock purchase plan offered by PayPal Holdings,
Inc. for all eligible employees. Under the plan, shares of PayPal common stock may be purchased
over an offering period with a maximum duration of two years at 85% of the lower of the fair market
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value on the first day of the applicable offering period or on the last day of the six-month purchase
period. Employees may purchase shares having a value not exceeding 10% of their gross
compensation during an offering period.

During the year ended 31 December 2023, the Bank’s employees purchased 10,302 shares
(2022: 9,268 shares) at an average price of USD 57.12 (2022: USD 73.40). During the year ended
31 December 2023, the expense related to the activity under the Employee Stock Purchase Plan
was USD 588,413 (2022: USD 680,252).

27.2  Other equity incentive plans

The Bank’s employees participate in PayPal Holdings, Inc. equity incentive plans for directors,
officers, employees and non-employees. Restricted Stocks Units (RSUs) awarded under the
Luxembourg Variable Pay Plan and discretionary RSUs awarded to “ldentified Staff’ generally
become fully vested after four years, vesting being pro-rated on each anniversary of the grant date,
subject to continued employment with the Bank on each vesting date. RSUs awarded to other staff
generally become fully vested after three years, with one third vesting after one year and the rest
vesting proportionally every three month till the third anniversary of the grant date, subject to
continued employment with the Bank on each vesting date. The cost of the restricted stock units is
determined using the fair value of the common stock on the date of the grant. The compensation
expense is recognised over the vesting period.

27.3 Restricted stock units activity

The following table summarizes activity for restricted stock units granted under the equity incentive
plans for the years ended 31 December 2023 and 2022. “WAGDFV” stands for weighted average
grant date fair value.

2023 2022

WAGDFV WAGDFV

Shares (in USD) Shares (in USD)
Outstanding at beginning of year 61,259 139.14 54,576 176.77
Granted 99,626 7243 57,132 104.42
Transfers, net (169) 98.58 (435) 174.59
Forfeited (4,757) 98.55 (11,837) 136.35
Exercised (53,882) 112.06 (38,177) 140.90
Outstanding at end of year 102,077 89.90 61,259 139.14

As at 31 December 2023, USD 3,717,728 (2022: USD 3,183,132) of unrecognised share-based
payment expense, net of estimated forfeitures, related to granted but non-vested restricted stock
units, is expected to be recognised over a weighted-average period of approximately 1.32 years.

28 Related party disclosures

28.1 Parent entities and other related parties

The ultimate parent of the Bank is PayPal Holdings, Inc., the indirect parent company of the Bank is
PPPL, and the direct parent company of the Bank is PayPal 2 S.ar.l.
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During the year ended 31 December 2023, total amounts of transactions which have been entered
into with related parties (“RP”) were as follows:

in thousands of USD 2023
. Amounts Amounts Expenses Income
Entity Country  swedbyRP _owed to RP to RP from RP

Utlimate parent party

PayPal Holding Inc. us - - -

Parent party

PayPal Pte. Ltd. (*) SG 125,148 - 6,469,172

Other related parties

Bill Me Later us - 130.00 -

iZettle Merchant Services AB SE - 4

PayPal Europe Services Limited E 571 2,120 20,941

PayPal TCS.ar.l LU - 216 267

PayPal Payments Pte. Ltd. SG - 97 467

PayPal Limited IE 6,992 3,626 146,994

PayPal UK LTD (*) UK - 34,305 1,739

PayPal, Inc. us 327 6,495 - 999
Total related parties 133,038 46,993 6,639,580 999
Key management personel - 222 3,190

Total 133,038 47,215 6,642,770 999

For the year ended 31 December 2023, the Bank did not make any provision for doubtful debt relating
to amounts owed by related parties.

Amounts owed by and owed to related parties are reported under the other assets and other liabilities
respectively.

Expenses to related parties are mainly processing or sales support costs falling under the various
Distribution Agreements or SLA between the Bank and any of the related parties. Income from
related parties is mainly customer transaction fees.

As part of its credit risk mitigation techniques (please refer to note 3.2.3.2), the Bank receives
collateralized guarantees from ITC for a total consideration of up to USD 1,113 million at
31 December 2023 (2022: USD 800 million).

As part of the Contingency Liquidity Plan (please refer to note 3.4.2 and note 16), the Bank has a

subordinated loan facility with PPPL up to USD 25 million (2022: USD 25 million). As at 31 December
2023, no amount has been drawn from this facility.
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During the year ended 31 December 2022, total amounts of transactions which had been entered
into with RP were as follows:

in thousands of USD 2022
. Amounts Amounts Expenses Income
Entity il owed by RP __owed to RP. to RP from RP

Utlimate parent party

PayPal Holding Inc. us - - - N

Parent party

PayPal Pte. Ltd. (*) sG - 280,682 5,953,868 -

Other related parties

Bill Me Later us - 1,992 - -
iZettle Merchant Services AB SE - 7 - -
PayPal Europe S.ar.l. LU - 644 - -
PayPal Europe Services Limited E - 2,362 24,613 -
PayPal TC S.ar.l. LU - 175 576 -
PayPal Payments Pte. Ltd. SG - 160 189 -
PayPal PLC E 3,472 6,256 163,122 -
PayPal, Inc. us 1,632 3,339 - 1,370
Total related parties 5,104 295,617 6,142,368 1,370
Key management personel - 179 3,048 -
Total 5,104 295,796 6,145,416 1,370

(*) Positions disclosed are netted according to note 3.2.3.1.

28.2 Key management personnel compensation

Key management personnel compensation for the years ended 31 December 2023 and 2022 is set
out below. The key management personnel are the members of the Management Board and the
Supervisory Board.

in thousands of USD 2023 2022

Short-term benefits 1,855 1,686
Post-employment benefits 88 115
Other long-term benefits 455 485
Share-based payments 752 762
Total key management personnel compensation 3,150 3,048

No loans or advances have been granted to members of the Supervisory and the Management
Boards, and no commitments have been entered into for these individuals by way of guarantees of
any kind.
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29 Commitments and contingencies

During the year 2023, the Bank entered into foreign exchange derivatives in AUD, CAD, CHF, CZK,
DKK, EUR, GBP, HKD, HUF, ILS, JPY, MXN, NOK, NZD, PHP, PLN, SEK, SGD, THB, TWD and
ZAR. As of 31 December 2023 and 2022 these positions are:

Currency 2023 Position 2022 Position
AUD 52,530,000 Net Long 87,770,000 Net Long
CAD 32,340,000 Net Long 186,390,000 Net Long
CHF 26,600,000 Net Long 63,760,000 Net Long
CZK 446,786,144 Net Long 249,846,144 Net Long
DKK 254,471,000 Net Long 296,900,000 Net Long
EUR 1,471,729,000 Net Long 553,840,000 Net Long
GBP 2,008,178,000 Net Short 568,958,737 Net Short
HKD 60,187,658 Net Long 46,027,658 Net Long
HUF 5,509,114,710 Net Long 2,846,474,710 Net Long
LS 10,660,000 Net Long - -
JPY 1,347,824,122 Net Long 2,790,031,867 Net Long
MXN 590,800,000 Net Long - -
NOK 285,919,000 Net Long 445,430,000 Net Long
NzD 25,296,417 Net Long 25,506,417 Net Long
PHP 45,200,000 Net Long - -
PLN 246,748,068 Net Long 283,047,068 Net Long
SEK 615,209,000 Net Long 710,600,000 Net Long
SGD 3,743,876 Net Long 1,853,876 Net Long
THB 36,450,000 Net Long - -
TWD 20,410,000 Net Long - -
ZAR 30,000,000 Net Short 100,700,000 Net Long

As of 31 December 2023, USD 5,939 million (2022: USD 4,666 million) of unused credit was
available. While this amount represents the total unused credit available, this is unilaterally and fully
revocable by the Bank. In addition, the Bank has not experienced, and does not anticipate, that all
of its holders of individual lines will access their entire available credit at any given point in time.

As of 31 December 2023, off-balance sheet amounting to USD 243,583 (2022: USD 39,933,407)
relate to cryptocurrencies held by the Bank on behalf of its customers:

in thousands of USD 2023 2022

Bitcoin (BTC) 166 19,041
Bitcoin Cash (BCH) 22 2,002
Ethereum (ETH) 44 13,987
Litecoin (LTC) 11 4,903
Total cryptocurrencies held on behalf of customers 243 39,933
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30 Auditors’ remuneration

For the years ended 31 December 2023 and 2022, the total auditors’ remuneration was as follows:

in thousands of USD 2023 2022
Statutory audit fees 593 481
Audit related services 62

Non-audit services

Total auditors’' remuneration 655 481

The “Audit related services” refers to the interim dividend the Bank paid to its shareholders (please
refer to note 18.3).

31 Staff

For the years ended 31 December 2023 and 2022, the breakdown of the average number of persons
employed during the year was as follows:

Head count 2023 2022

Management 3 3
Employees 98 99
Total head count 101 102

32 Return on assets

The return on assets of the Bank for the year ended 31 December 2023 amounts to 2.883% (0.63%
for the previous year). The return on assets is calculated as being the net profit divided by the total
assets as disclosed in the statement of financial position.

33 Subsequent events

There have been no other circumstances or events subsequent to the year-end which require
adjustment to or disclosure in the financial statements or in the notes.

The 2023 financial statements of the Bank were approved by the General Partner at the
Management Board meeting held on 18 April 2024 in Luxembourg.

DocusSigned by: DocuSigned by:
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Sean Byrne Steeves Oster
Chief Executive Officer Chief Financial Officer
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