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Abstreact

This study aims to find out the role of the Corona crisis in the rise of digital
institutions. For this purpose, we have processed a set of financial indicators for
a sample of digital institutions That's how we processed a set of financial
indicators for a sample of digital organizations from 2017 to 2020. Represented
by: Amazon, PayPal and Zoom.

Contrary to traditional institutions that have suffered from the economic
repercussions of the Corona pandemic, digital institutions have been able to
take advantage of opportunities to strengthen their market position and avoid
the economic recession suffered by other economic institutions.

From the above, we decided to do a comprehensive analysis of the various
variables that cause this phenomenon, and have used that descriptive analytical
approach to understand the relationship between the Corona crisis and the rise
of digital institutions.

In our study, we relied on analyzing and comparing three financial indicators:
Net Income Index, Market Cap Index, and Share Value Index

The choice of these indicators is precisely because they reflect the large picture
of the organization's position in the industry.

The study concluded that the impressive rise of digital institutions during the
Corona crisis is due to several considerations, including, but not limited to,

+ Continuous investments in its technological infrastructure and the enormous
ability to control it.

+«+ Adapting the institution's resources to environmental changes to meet the
imposed challenges.

¢ Investing in the strengths of the institution and working to improve them.

+ The tremendous ability to advertise the products and services offered at the
right time.

¢ The expansionist culture of these companies and the enormous ability to take
risks.

Key words

Crisis, Corona, Covid-19, Digitization, digital organizations
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http://documents1.worldbank.org/curated/en/399751602248069405/pdf/Unmasking-the-Impact-of-COVID-19-on-Businesses-Firm-Level-Evidence-from-Across-the-World.pdf
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https://www.worldbank.org/en/data/interactive/2020/03/24/world-bank-education-and-covid-19
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Year Ended Decessber 31
w16 2017 (1) 2018 019 ne
(i millisns, except per sbare data)
Statements of Operations:
Net sales $ 135987 S 77866 § 232887 S 280522 S 386064
Operating income S 418 S 4106 § 12421 § 14541 § 22899
Net income (loss) S 2371 § 3033 § 10073 S$ 11588 S 21331
Bussc eammgs per share (2) ) 501 S 632 § 2068 § 2346 § 4264
Drluted earmnmgs per share (2) S 4% S 615 § 2014 § 2301 § 4183
Wesghted-average shares used m computation of
ecamamngs per share:
Bassc 474 480 487 494 500
Drluted 484 493 00 504 510
Statements of Cash Flows:

Net cash provaded by (used in) operating activities (3) S 17203 § I8365 § 30723 § 38514 § 66064

December 31,
W16 207 2018 2019 (4) w20
(en millines)
Balance Sheets:
Total assets S 83402 S 131310 § 162648 § 225248 § 321,195
Total long-term obligations S 20301 S 45718 § 50708 § 75376 S 101 406

(1) We acquired Whole Foods Market on August 28, 2017. The results of Whole Foods Market have been included in our
results of operation from the date of acqusition.

(2) For further discusson of carmings per share, see Item 8 of Part 11, “Financial Statements and Supplementary Data — Note |
— Description of Business, Accounting Policies, and Supplemental Dasclosures™

(3) As 2 result of the adoption of new accounting gundance, we retrospectively adjusted our consolidated statements of cash
flows 1o add restnicted cash to cash and cash equavalents, whach restated cash provided by operating activities by S(69)
mallion 1n 2016 and 2017,

(4) As a2 result of the adoption of new accounting gudance on January 1, 2019, we recognized lease assets and habilities for
operating leases with terms of more than twelve months. Prsor peniod amounts were not adpusted and continue to be
reported 1 accordance wath our histonc accounting policies.,




Year Ended December 31,

2018 2019 2020
Net Sales:

Online stores (1) § 122987 § 141247 § 197346
Physical stores (2) 17224 17,192 16,227
Third-party seller services (3) 42745 53,762 80,461
Subscription services (4) 14,168 19,210 25,207
AWS 25,655 35,026 45370
Other (5) 10,108 14,085 21453

Consolidated § 232887 § 280522 § 386,064

— e e

Stock Price Performance Graph

The graph set forth below compares cumulative total return on the common stock with the cumulative
total return of the Morgan Stanley Technology Index, the S&P 500 Index, and the S&P 500 Retailing Index,
resulting from an initial investment of $100 in each and, except in the case of the Morgan Stanley Technology
Index, assuming the reinvestment of any dividends, based on closing prices. Measurement points are the last
trading day of each of Amazon’s fiscal years ended December 31, 2015, 2016, 2017, 2018, 2019, and 2020.

m ! = Al L Ll 1
205 2016 2017 2018 2018 2020
Year Ended December 31

Cumulative Total Retum

Yoar Ended December 31,
kLogand 2018 2016 2017 218 019 2020
Amazon.com, Inc. — §100 s $173 s222 §273 §482
Morgan Staniey Technology Index e 100 "2 157 145 199 244
SAP 500 Indax —8— 100 12 136 130 m 203
SA&P 500 Retaling Index e 100 106 138 156 198 290

Note: Stock price performance shown in the Stock Price Performance Graph for the common stock is
historical and not necessarily indicative of future price performance.
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Sustainable Stockholder Value Creation

The success of PayPal's approach to stockholder value creation under Mr. Schulman's leadership is evident in our delivery of

long-term returns to our stockholders. Our three-year total stockholder return” was 218% and our one-year total stockholder
return"* was 117%.

Total Stockholder Return (TSR) as an Independent Public Company

Revenue
§ §in Billions
600 $215 | %

500

400

30

200

100

05 06 00 N8 0 00

O MPL O Peers 0 SPSO0 & Revenue

-S6P CapitalIQ: TSR timeframe represents July 17,2015 through December 31 2020

-Peers, market cap weighted: ADBE, COOCL, AMZN, AXP, AAPL, DFS, FB, FISV,
FIS, GP, INTU, MA, NFLX, ORCL, CRM, 5O, WU, TWTR, V/ W,

" Measured from December 29, 2017 to December 31 2020
" Measured from December 31 2019 to Decamber 31, 2020

Tolearn more about how our 2020 performance relates to our exective compensation program, see the Compensation
Discussion and Analysis beginning on page 42




Net Revenue Analysis
The components of our net revenue for the years ended December 31, 2020, 2019 and 2018 were as follows (in millions):

$21,454

o
S 16T 415,451

$19,918

16,099
y $13,709

2020 2019 2018

@ Transaction Revenue Y Revenues from ather
Value added Services

' PayPal ¢ 2020 Annual Report

Transaction revenues

Transaction revenues increased by $3.8 billion, or 24%, in 2020 compared to 2019 and were mainly attributable to our core PayPal
products and services due primarily to strong growth in TPV and the number of payment transactions, both of which resulted primarily
from an increase in our active accounts, and to a lesser extent, an increase in revenue from currency conversion fees.

The current macroeconomic environment as a result of the COVID-19 pandemic has adversely impacted general consumer and
merchant spending with a more pronounced impact on travel and events verticals. However, we have experienced strong growth in
online retail, gaming, and food volume, offsetting this decline.

The graphs below present the respective key metrics (in millions) for the years ended December 31,2020, 2019, and 2018:

$936,062

15,423

Active Accounts® Number of Payment
Transactions
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As of December 31,

(in millions) 2020 2019
Funds receivable and customer accounts:
Cash and cash equivalents $ 13222 $ 8387
Time deposits 233 514
Available-for-sale debt securities 15001 10,190
Funds receivable 4,962 3436
TOTAL FUNDS RECEIVABLE AND CUSTOMER ACCOUNTS $ 33418 $ 22,527
Short-term investments:
Time deposits $ 1519 $ 614
Available-for-sale debt securities 6,689 2,734
Restricted cash 81 64
TOTAL SHORT-TERM INVESTMENTS $ 8,289 $ 3412
Long-term investments:
Time deposits $ s -
Available-for-sale debt securities 2819 1,025
Restricted cash 7 -
Strategic investments 3232 1838
TOTAL LONG-TERM INVESTMENTS $ 6,089 $ 2,863

As of December 31, 2020 and 2019, the estimated fair value of our available-for-sale debt securities included within funds receivable
and customer accounts, short-term investments, and long-term investments was as follows:

Year Ended December 31,
(In miltions) 2020 2019 2018
Supplemental cash flow disclosures:
Cash paid for interest $ 190 $ 7B 4 69
Cash paid for income taxes, net $ 565 $ B6S % 328
The below table reconciles cash, cash equivalents, and restricted cash as reported in the consolidated
balance sheets to the total of the same amounts shown in the consolidated statements of cash flows:
Cash and cash equivalents $ 4% § 738 §  ISKS
Short-term and long-term investments 24 7 16
Funds receivable and customer accounts 13222 8387 5642
TOTAL CASH, CASH EQUIVALENTS, AND RESTRICTED CASH SHOWN IN
THE CONSOLIDATED STATEMENTS OF CASH FLOWS $ 18040 $ 15743 § 13,233

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




PayPal Holdings, Inc.
Consolidated Statements of Cash Flows
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PayPal Holdings, Inc.
Consolidated Statements of Stockholders’ Equity

Accusredatod
Commen Addtional Other
Stock  Teeasury Pad-n  Comg Retained N g Towd
{0 miboru) Shares Steck Capital  Incomw {Loss)  Eaenings Interest  Eguity

BALANCES AT DECEMBER 31, 2017 1200 $(2,001) $3% § (%2) § 3823 § -  $15994
Nz income - = =5 32 2057 - 2057
Foeesgn CTA - - - 68 - - {&8)
Urvaakzed gaio on cash flow hedges, net = = = 293
Tax expense on unmaled gaine on cach flow hedges, nat - - — 2 - - &)
Unveakaed losses on nez - - - m - - m
Tax banefit on unmealiced LSS 0N NVESTMENts, Net — — — 1 - - T

Comman stock and stock-based awards sssed and
assumed, net of shares withheld for employee taxes 8 - (251) - - - asn

Comman stack repurchased s} asa) () - - - G525
Stock-besed compensation - - 31 - - — 251
BALANCES AT DECEMBER 31, 2018 1176 § (551) $14939 § 78 $5880 $§ —  $15,386
Adoption of lease accounting standand 3 —_ 3
Net ncoma - - - - 2459 - 2459
Forgn CTA - - - =7 - - &7
Nt ievrestmert hodge CTA joss (E41) (3
Urvaakred losses on cash flow hedges, mat - - - e - - ()
Tax benefit on unrealzed bsses on cash tlow hedges, nat = — = 3
Urrgakzed gans on investmants, not - - - s —_ -
Tax Qapernse 0N LUNRARed S 00 INWSTMENES, Nt - — - {5 -

Common stock and stock-based awards kosed and
assumed net of shares withtald for employee taues

Commaon stock sepurchased (&) (L3e7) (45) -— -
Stack-basad compensation — = 0 - = :
Purdhase of noncontrolbng intecest - ~ ~ - -
BALANCES AT DECEMBER 31, 2019 1175 $(6872) 15588 § (173) $8342 §
Adoption of crrent expected credk koss standand - - - -
Net ncoma - - -— -
Foregn CTA - - = (45)
Net imastmars hedge CTA gan - - = 55
Unveabzed losses on cash flow hedges, net - - == (29
4
3
@

[~
|
| |

g
gsEg g,.gugéaggegg

e

Tax banefit on unresled bsses on cach flow hedges, net - - -
L hxod gains oo | mt - - -
Tax P 4 ‘_ s on et - -— -
Common stock and stock-based awards kssed and

assumad, net of shares withheld for emnployes taxes n - (63) - -
Common sxock repurchased 2 (es - - -
Szock-basad compensation — - 1421 — —
BALANCES AT DECEMBER 31, 2020 V72 $(8,507) $16644 § (484) $12.366 §
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Year Ended Junuary 31,
021 2020 019 18 2017
(im thowsamds, except share und per share duta)
Consolidated Statements of Operations Data:
Revenue $ 2651368 § 622658 S 330517 § 151478 § 60817
Cost of revenue'"' 821,989 115,396 61,001 30,780 12472
Gross profit 1829379 507262 269,516 120,698 48,345
(perating expenses;
Research and development' 164,080 67,079 3,014 15,733 9218
Sales and marketing" 684,904 340,646 185,821 82,707 31,580
General and administrative”’ 320547 86,841 M54 271091 1547
Total operating expenses 1,169,531 494,566 263,349 125,531 48345
Income (loss) from operations 659,848 12,696 6,167 (4,833) 0
Interest income and other, net 18,186 13,666 2,182 1315 158
Income (loss) before provision for income taxes 678,034 26,362 8,349 (3,318) 158
Provision for income taxes 5718 1,057 765 k(1 17
Net income (loss) § 672316 § 25305 S 7584 S (382)) § (14)
Distributed camings attnbutable to participating
SeCuntics - - - (4,405) (14,366)
Undistributed camings attnbutable to
participating securitics (789) (3,555) (7,584) B -
Net income (loss) attributable to common
stockholders § 671527 § 20750 S 0§ 52! g g !
Net income (loss) Jgssharc attnibutable to
common stockholders:
Mc ) 3372 § 0.09 S 000 § so 11 l ‘ I
wz:::'d — | ) 225 § 0.09 S 000 § 50] !S (0.20)
({ averge in computing net
income (foss) per share attnbutable to common
stockholders:
Basic 283 853684 233641336 84,483,094 78,1 19.865 70,309,256
_ _ ==ty
Diluted 208 127669 2M.298014 ll6005681 78,119 865 M

" Includes stock-based compensation expense as follows:

]
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Year Ended Junmary 31,

| 200 0 WK 017
(Im thousands)
Costof revenue § M%) S %05 9SS WMS W
Rescarch and development 50,161 11,645 1,369 360 M
Saks and marketing 146377 41465 3340 812 467
(eneral and administrative 4320 12,139 2013 §953 07
T ’
talsockbsedcomproationcrpase  §_ 7S48 S T S BMIS 1039 § LY
As of January 31,
2021 2020 2019 2018
(in thousands)
Consolidated Balance Sheets Data:
Cash and cash cquivalents S 2240303 § 283134 § 63624 S 36,146
Marketable secunties S 2004410 § 572060 S 112,777 § 103,056
Working capital S 3532899 § 761692 § 124378 § 114,633
Total assets S 5297993 § 1289845 S 354565 § 215019
Deferred revenue, current and noncurrent § 883495 § 230536 S 125773 § 54,262
Convertible promissory notes, net'"! S - $ — 8 14858 § —_
Convertible preferred stock S — § — § 159,552 § 159,552
Retained carnings (accumulated deficit) S 672468 S 152 § (25,153) § (32,737)
Total stockholders' equity (deficit) S 3860767 S 833943 § (7439 § (26,671)
( |
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Comparison of Fiscal Years Ended January 31, 2021 and 2020

Revenue
Year Ended January 31,
2021 2020 $ Change % Change
(in thousands, except percentiges)
Revenue § 2651368 § 622658 S 2028710 326 %

Revenue for the fiscal year ended January 31, 2021 increased by $2,028.7 million, or 326%, compared to the fiscal year
ended January 31, 2020. Due to the COVID-19 pandemic, there was an increase in usage of our services, as many organizations
around the world started utilizing our platform to continue their operations remotely. As a result, the increase in revenue was
primarily due to subscription services provided to new customers, which accounted for approximately 73% of the increase, and
to subscription services provided to existing customers, which accounted for approximately 27% of the increase.

Cost of Revenue
Year Ended January 31,
2021 2020 § Change % Change
(in thousands, except percentages)
Cost of revenue $ 82198 S 115396 § 706,593 612 %
Gross profit 1,829379 507,262 1322117 261 %
Gross margin 69 % 81 %

]
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ZOOM VIDEO COMMUNICATIONS, INC.
CONSOLIDATED BALANCE SHEETS

(in theusands, except share and per share data)
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ZOOM VIDEO COMMUNICATIONS, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except share and per share data)

Reveoue
Cost of revenue
Gross profit
Operating expenses
Research and development
Sales and marketing
Total operating expenses
Income from operations
Interest income and other, net
Income before provision for income taxes
Provision for income taxes
Net income
Undsstnbuted carmings attributable to particspatmg securitses
Net income attnibutable to common stockbolders
Net income per share attributable to common stockholders:
Basic

Diluted

e
Basic
Diluted

Year Ended January 31,
02 p) M1y

S 2651368 § 622658 § 330517
821989 115396 61,001
1,829379 507,262 269516

164 080 67.079 33014

684 904 340,646 185821

320,547 £6.841 44514
1,169,531 494 566 263349

659 848 12,696 6,167

18,186 13.666 2182

678,034 26,362 8349

5718 1,057 765

672,316 25305 71584
(789) {3.555) (7.584)

S 671527 § 21i750 S 0
S 217 § 009 § 0.00
225 009 S 0.00

ZSJIBSJI&Q 233 641 336 &ll483|094
ﬁl'ﬂ& Mll llsmel

The accompawying notes are an integral part of these consolidated financial statements.

—
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