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This Report of Foreign Private Issuer on Form 6-K (the “Report”) is being furnished by Pagaya Technologies Ltd. (“Pagaya”) to the Securities and
Exchange Commission (the “SEC”) for the purpose of furnishing: (i) Unaudited Condensed Consolidated Interim Financial Statements for the Three and

Six Months Ended June 30, 2023 included as Exhibit 99.1 to this Report, and (ii) Management’s Discussion and Analysis of Financial Condition and
Results of Operations for the Three and Six Months Ended June 30, 2023 included as Exhibit 99.2 to this Report.

The information in this Report, including Exhibit 99.1, Exhibit 99.2 and the Interactive Data File (Exhibit 101) attached hereto, shall be deemed to be
incorporated by reference into the Registration Statement on Form S-8 (File No. 333-265739), Registration Statement on Form F-3 (File No. 333-266228),
Registration Statement on Form F-3 (File No. 333-266930) and Registration Statement on Form F-3 (File No. 333-271343) of Pagaya and any related
prospectuses, as such registration statements and prospectuses may be amended from time to time, and to be a part thereof from the date on which this
Report is furnished, to the extent not superseded by documents or reports subsequently furnished (to the extent Pagaya expressly states that it incorporates
such furnished information by reference) by Pagaya under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended.

CAUTIONARY NOTE ON FORWARD-LOOKING STATEMENTS

This Report contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. Words such as “may,” “will,”
“expect,” “plan,” “anticipate,” “estimate,” “intend” and similar expressions (as well as other words or expressions referencing future events, conditions or
circumstances) are intended to identify forward-looking statements. These forward-looking statements are based on Pagaya’s expectations and assumptions
as of the date of this Report. Each of these forward-looking statements involves risks and uncertainties. Actual results may differ materially from those
expressed or implied by these forward-looking statements. For a discussion of risk factors that may cause Pagaya’s actual results to differ from those
expressed or implied in the forward-looking statements in this Report, you should refer to Pagaya’s filings with the SEC, including Pagaya’s most recent
Form 20-F, particularly the section entitled “Risk Factors”. Except as required by law, Pagaya undertakes no obligation to publicly update any forward-
looking statements, whether as a result of new information, future events or otherwise, except as required by law. You should, therefore, not rely on these
forward-looking statements as representing Pagaya’s views as of any date subsequent to the date of this Report.
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PAGAYA TECHNOLOGIES LTD.
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF FINANCIAL POSITION
AS OF JUNE 30, 2023 AND DECEMBER 31, 2022

(In thousands)
June 30, December 31,
2023 2022
Assets (Unaudited) (Audited)
Current assets:
Cash and cash equivalents $ 304,047 309,793
Restricted cash 22,540 22,539
Fees and other receivables (including related party receivables of $53,954 and $49,427 as of June 30, 2023 and December 31, 2022, respectively) 68,034 59,219
Investments in loans and securities 2,141 1,007
Prepaid expenses and other current assets (including related party assets of $16,372 and $18,783 as of June 30, 2023 and December 31, 2022, respectively) 24,619 27,258
Total current assets 421,381 419,816
Restricted cash 4,781 4,744
Fees and other receivables (including related party receivables of $37,127 and $38,332 as of June 30, 2023 and December 31, 2022, respectively) 37,505 38,774
Investments in loans and securities 588,314 462,969
Equity method and other investments 26,615 25,894
Right-of-use assets 56,748 61,077
Property and equipment, net 38,028 31,663
Goodwill 9,782 —
Intangible assets 3,826 —
Prepaid expenses and other assets 104 142
Total non-current assets 765,703 625,263
Total Assets $ 1,187,084 1,045,079
Liabilities and Shareholders’ Equity
Current liabilities:
Accounts payable $ 3,789 1,739
Accrued expenses and other liabilities (including related party liabilities of $647 and $636 as of June 30, 2023 and December 31, 2022, respectively) 28,402 49,496
Operating lease liability - current 7,169 8,530
Secured borrowing - current 66,113 61,829
Income taxes payable - current 6,239 6,424
Total current liabilities 111,712 128,018
Non-current liabilities:
Warrant liability 3,835 1,400
Revolving credit facility 90,000 15,000
Secured borrowing - non-current 150,467 77,802
Operating lease liability - non-current 43,921 49,097
Income taxes payable - non-current 9,206 7,771
Deferred tax liabilities, net - non-current 570 568
Total non-current liabilities 297,999 151,638
Total liabilities 409,711 279,656
Redeemable convertible preferred shares, no par value, 80,000,000 shares authorized, 60,000,000 shares issued and outstanding as of June 30, 2023; aggregate
liquidation preference of $150,000 as of June 30, 2023. 74,250 —
Shareholders’ equity:
Class A ordinary shares, no par value, 8,000,000,000 shares authorized, 533,974,676 and 508,377,199 shares issued and outstanding as of June 30, 2023 and
December 31, 2022, respectively. _ _
%3525 B ordinary shares, no par value, 2,000,000,000 shares authorized, 174,934,392 shares issued and outstanding as of both June 30, 2023 and December 31,
Additional paid-in capital 1,027,687 968,432
Accumulated other comprehensive income (loss) 1,963 (713)
Accumulated deficit (506,467) (414,199)
Total Pagaya Technologies Ltd. shareholders’ equity 523,183 553,520
Noncontrolling interests 179,940 211,903
Total shareholders’ equity 703,123 765,423
Total Liabilities, Redeemable Convertible Preferred Shares, and Shareholders’ Equity $ 1,187,084 1,045,079




PAGAYA TECHNOLOGIES LTD.

UNAUDITED CONDENSED CONSOLIDATED INTERIM STATEMENTS OF OPERATIONS
FOR THREE AND SIX MONTHS ENDED JUNE 30, 2023 AND 2022
(In thousands, except share and per share data)

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022

Revenue

Revenue from fees (including related party revenues of $148,198 and $162,686 for the

three months ended June 30, 2023 and 2022, respectively, and $301,991 and $321,011

for the six months ended June 30, 2023 and 2022) $ 185,685 $ 163,302 $ 360,939 $ 321,627
Other Income

Interest income 10,193 17,252 20,590 29,461

Investment income (loss) (1) (266) 995 721 995
Total Revenue and Other Income 195,612 181,549 382,250 352,083

Production costs 120,613 104,980 245,670 197,260

Research and development 17,663 65,110 38,794 88,736

Sales and marketing 14,558 50,604 28,858 63,650

General and administrative 53,016 111,479 104,142 163,073
Total Costs and Operating Expenses 205,850 332,173 417,464 512,719
Operating Loss (10,238) (150,624) (35,214) (160,636)
Other income (loss), net (2) (16,895) 6,300 (83,875) 6,613
Loss Before Income Taxes (27,133) (144,324) (119,089) (154,023)
Income tax expense (2) 5,006 19,725 11,673 19,539
Net Loss Including Noncontrolling Interests (32,139) (164,049) (130,762) (173,562)
Less: Net income (loss) attributable to noncontrolling interests (842) 11,213 (38,494) 19,972
Net Loss Attributable to Pagaya Technologies Ltd. $ (31,297) $ (175,262)  $ (92,268) $ (193,534)
Per share data:
Net loss attributable to Pagaya Technologies Ltd. shareholders $ (31,297) $ (175,262) $ (92,268) $ (193,534)
Less: Undistributed earnings allocated to participated securities — (5,531) — (12,205)
Net loss attributable to Pagaya Technologies Ltd. ordinary shareholders $ (31,297) $ (180,793) § (92,268) $ (205,739)
Net loss per share attributable to Pagaya Technologies Ltd.:

Basic and Diluted (3) $ (0.04) $ 0.7) $ (0.13) $ (0.89)
Weighted average shares outstanding:

Basic and Diluted (3) 715,317,456 255,474,778 712,643,696 230,180,474

(1) Includes income from proprietary investments.

(2) Amounts for the three and six months ended June 30, 2022 include certain adjustments for the second quarter of 2022 relating to deferred tax assets and warrant liability,
which were not originally recorded as of and for the three and six months ended June 30, 2022.

(3) Prior period amounts have been retroactively adjusted to reflect the 1:186.9 stock split effected on June 22, 2022.



PAGAYA TECHNOLOGIES LTD.
UNAUDITED CONDENSED CONSOLIDATED INTERIM STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
FOR THREE AND SIX MONTHS ENDED JUNE 30, 2023 AND 2022

(In thousands)
Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022

Net Loss Including Noncontrolling Interests $ (32,139) $ (164,049) $ (130,762) $ (173,562)
Other Comprehensive Income:

Unrealized gain on securities available for sale, net 7,035 — 22,827 —
Comprehensive Loss Including Noncontrolling Interests $ (25,104) $ (164,049) $ (107,935) $ (173,562)

Less: Comprehensive income (loss) attributable to noncontrolling interests 2,971 — (18,343) —
Comprehensive Loss Attributable to Pagaya Technologies Ltd. $ (28,075) $ (164,049) $ (89,592) $ (173,562)




PAGAYA TECHNOLOGIES LTD.
UNAUDITED CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CHANGES IN REDEEMABLE CONVERTIBLE PREFERRED SHARES AND
SHAREHOLDERS’ EQUITY
FOR THREE AND SIX MONTHS ENDED JUNE 30, 2023 AND 2022
(In thousands, except share amounts)

Balance — March 31, 2023

Issuance of preferred shares, net

of issuance costs of $750

Issuance of ordinary shares upon

exercise of share options

Issuance of ordinary shares upon

vesting of RSUs
Share-based compensation

Contributions of interests in
consolidated VIEs

Return of capital to interests in

consolidated VIEs

Other comprehensive income
(loss)

Net income (loss)

Balance — June 30, 2023

. . Accumulated Retained Total Pagaya

Red;i:}iﬂ:dcgfgfg ible (Cgl;glga:zdsg?;:: B) Additional Other Earnings Technologies Ltd. Non- Total
Paid-In Comprehensive  (Accumulated Shareholders’ Controlling  Shareholders’

Shares(1) Amount Shares(1) Amount Capital Income (Loss) Deficit) Equity (Deficit) Interests Equity
— 3 — 704,073,257 $ — $ 1,004,346 $ (1,259) $ (475,170) $ 527,917 $ 188,523 $ 716,440
60,000,000 74,250 — — — —
2,329,856 — 946 946 946
2,505,955 — — —
22,395 22,395 22,395
— 5,165 5,165
— (16,719) (16,719)
3,222 3,222 3,813 7,035
(31,297) (31,297) (842) (32,139)
60,000,000 $ 74,250 708,909,068 $ — $ 1,027,687 $ 1,963 $ (506,467) $ 523,183 $ 179,940 $ 703,123




: : Accumulated Retained Total Pagaya
Red;f;gﬂ:dc;]l: ;’::; ible (C%l;glxa:zdsg?;:: B) Additional Other Earnings Technologies Ltd. Non- Total
Paid-In Comprehensive  (Accumulated Shareholders’ Controlling  Shareholders’
Shares(1) Amount Shares(1) Amount Capital Income (Loss) Deficit) Equity (Deficit) Interests Equity

Balance — December 31, 2022 — 8 — 683,311,591 $ — $ 968432 $ (713) $ (414,199) $ 553,520 $ 211,903 $ 765,423
Issuance of ordinary shares upon
exercise of warrants 195,655 — — —
Issuance of ordinary shares upon
exercise of share options 4,389,173 — 1,430 1,430 1,430
Issuance of ordinary shares upon
vesting of RSUs 2,830,903 — — —
Issuance of preferred shares, net
of issuance costs of $750 60,000,000 74,250 — — — —
Share-based compensation 39,691 39,691 39,691
Issuance of ordinary shares in
connection with the acquisition of
Darwin Homes, Inc. 18,181,746 — 18,134 18,134 18,134
Reclassification of investments (1,881) (1,881) 18,341 16,460
Contributions of interests in
consolidated VIEs — 15,293 15,293
Return of capital to interests in
consolidated VIEs — (28,913) (28,913)
Other comprehensive income
(loss) 4,557 4,557 1,810 6,367
Net income (loss) (92,268) (92,268) (38,494) (130,762)
Balance — June 30, 2023 60,000,000 $ 74,250 708,909,068 $ — $ 1,027,687 $ 1,963 $ (506,467) $ 523,183 $ 179,940 $ 703,123




Total Pagaya

: Accumulated Retained Technologies
Redf,f,'ggﬂ:dcé’]'l‘:;"ble Ordinary Shares Additional Other Earnings Ltd. Non- Total
Paid-In Comprehensive  (Accumulated Shareholders’  Controlling  Shareholders’
Shares(1) Amount Shares(1) Amount Capital Income (Loss) Deficit) Equity (Deficit) Interests Equity
Balance — March 31, 2022 406,399,029 $ 307,047 201,428,023 $ — $ 130,013 % — $ (130,150) $ (137) $ 163,708 $ 163,571
Issuance of ordinary shares upon
exercise of share options 2,950,275 238 238 238
Issuance of ordinary shares upon
vesting of RSUs 4,671 — —
Issuance of ordinary shares in
connection with the Business
Combination and PIPE Investment,
net of issuance costs of $57,400 (406,399,029) (307,047) 449,531,406 581,359 581,359 581,359
Share-based compensation 146,070 146,070 146,070
Reclassification of warrants 20,575 20,575 20,575
Contributions of interests in
consolidated VIEs 20,975 20,975
Return of capital to interests in
consolidated VIEs (23,703) (23,703)
Net income (loss) (175,262) (175,262) 11,213 (164,049)
Balance — June 30, 2022 — 8 — 653,914,375 $ — $ 878255 % — 3 (305,412) $ 572,843 $ 172,193 $ 745,036
Total Pagaya
. Accumulated Retained Technologies
REdIe,?eI;:E::dC;ﬂ:::Snble Ordinary Shares Additional Other Earnings Ltd. Non- Total
Paid-In Comprehensive  (Accumulated Shareholders’ Controlling  Shareholders’
Shares(1) Amount Shares(1) Amount Capital Income (Loss) Deficit) Equity (Deficit) Interests Equity
Balance — December 31, 2021 406,399,029 $ 307,047 194,345,791 $ — 113,170 — (111,878) 1,292 176,060 177,352
Issuance of ordinary shares upon
exercise of share options 10,032,507 — 446 446 446
Issuance of ordinary shares upon
vesting of RSUs 4,671 — — —
Issuance of ordinary shares in
connection with the Business
Combination and PIPE Investment,
net of issuance costs of $57,400 (406,399,029) (307,047) 449,531,406 — 581,359 581,359 581,359
Share-based compensation 162,705 162,705 162,705
Reclassification of warrants 20,575 20,575 20,575
Contributions of interests in
consolidated VIEs — 29,522 29,522
Return of capital to interests in
consolidated VIEs — (53,361) (53,361)
Net income (loss) (193,534) (193,534) 19,972 (173,562)
Balance — June 30, 2022 — 3 — 653,914,375 § — $ 878255 % — 3 (305,412) $ 572,843 $ 172,193 $ 745,036

(1) Prior period amounts have been retroactively adjusted to reflect the 1:186.9 stock split effected on June 22, 2022.



PAGAYA TECHNOLOGIES LTD.
UNAUDITED CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CASH FLOWS

FOR SIX MONTHS ENDED JUNE 30, 2023 AND 2022 (In thousands)

Six Months Ended June 30,

2023 2022
Cash flows from operating activities
Net loss including noncontrolling interests $ (130,762) $ (173,562)
Adjustments to reconcile net income (loss) to net cash used in operating activities:
Equity method income (loss) (721) (995)
Depreciation and amortization 7,984 1,148
Share-based compensation 36,575 162,705
Fair value adjustment to warrant liability 2,435 (6,409)
Write-off of capitalized software 1,630 —
Impairment loss on available-for-sale debt securities 78,327 —
Gain on foreign exchange 94) —
Change in operating assets and liabilities:
Fees and other receivables (7,602) (14,697)
Deferred tax assets, net — 732
Deferred tax liabilities, net 2 —
Prepaid expenses and other assets 4,587 (1,813)
Right-of-use assets 4,619 727
Accounts payable 2,083 (8,658)
Accrued expenses and other liabilities (21,395) 5,963
Operating lease liability (4,455) (4,190)
Income tax payable 1,274 13,409
Net cash used in operating activities (25,513) (25,640)
Cash flows from investing activities
Proceeds from the sale/maturity/prepayment of:
Investments in loans and securities 91,360 50,090
Short-term deposits — 5,020
Equity method and other investments — 453
Cash and restricted cash acquired from Darwin Homes, Inc. 1,608 —
Payments for the purchase of:
Investments in loans and securities (273,339) (154,247)
Property and equipment (10,496) (1,657)
Equity method and other investments — (3,700)
Net cash used in investing activities (190,867) (104,041)
Cash flows from financing activities
Proceeds from sale of ordinary shares in connection with the Business Combination and PIPE Investment, net of issuance costs — 291,872
Proceeds from secured borrowing 192,420 94,094
Proceeds received from noncontrolling interests 15,293 29,522
Proceeds from revolving credit facility 100,000 26,000
Proceeds from exercise of stock options 1,430 446
Distributions made to noncontrolling interests (28,913) (53,361)
Payments made to revolving credit facility (25,000) (26,000)
Payments made to secured borrowing (115,471) (7,719)
Settlement of share-based compensation in satisfaction of tax withholding requirements (650) —
Proceeds from issuance of redeemable convertible preferred shares, net of issuance costs 74,250 —
Net cash provided by financing activities 213,359 354,854
Effect of exchange rate changes on cash, cash equivalents and restricted cash (2,687) —
Net increase (decrease) in cash, cash equivalents and restricted cash (5,708) 225,173
Cash, cash equivalents and restricted cash, beginning of period 337,076 204,575
Cash, cash equivalents and restricted cash, end of period $ 331,368 $ 429,748




Reconciliation of cash, cash equivalents, and restricted cash within the c lidated st: s of financial position to the amounts
shown in the statements of cash flow above:

Cash and cash equivalents $ 304,047 $ 414,968
Restricted cash - current 22,540 10,010
Restricted cash - non-current 4,781 4,770
Total cash, cash equivalents, and restricted cash $ 331,368 $ 429,748




PAGAYA TECHNOLOGIES LTD.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THREE AND SIX MONTHS ENDED JUNE 30, 2023 AND 2022

NOTE 1 - BUSINESS DESCRIPTION

Pagaya Technologies Ltd. and its consolidated subsidiaries (together “Pagaya” or the “Company”) is a technology company that deploys sophisticated data science, machine
learning and Al technology to drive better results for financial services and other service providers, their customers, and asset investors. Services providers integrated with
Pagaya’s network, which are referred to as “Partners,” range from high-growth financial technology companies to incumbent banks and financial institutions, auto finance
providers and residential real estate service providers. Partners have access to Pagaya’s network in order to assist with extending financial products to their customers, in
turn helping those customers fulfill their financial needs and dreams. These assets originated by Partners with the assistance of Pagaya’s Al technology are eligible to be
acquired by (i) funds managed or advised by Pagaya or one of its affiliates, (ii) securitization vehicles sponsored or administered by Pagaya or one of its affiliates and (iii)
other similar vehicles (“Financing Vehicles”).

Pagaya Technologies Ltd. was founded in 2016 and is organized under the laws of the State of Israel. Pagaya has its primary offices in Israel and the United States.
Reduction in Workforce

During the first quarter of 2023, the Company announced a reduction in workforce by approximately twenty percent of employees across our Israel and U.S. offices, as
compared to its headcount as of December 31, 2022. As of June 30, 2023, all actions associated with the reduction in workforce were substantially completed. Total
severance and other associated costs totaled $3.8 million, included within operating expenses on the consolidated statements of operations, for the six months ended June 30,
2023,

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation and Principles of Consolidation

The accompanying unaudited condensed consolidated financial statements have been prepared in conformity with accounting principles generally accepted in the United
States of America (“U.S. GAAP”) and include the accounts of the Company, its wholly-owned subsidiaries, and consolidated variable interest entities (“VIEs”) if any.

The accompanying unaudited condensed consolidated financial statements were derived from the audited consolidated financial statements, but does not include all of the
disclosures, including certain notes required by GAAP on an annual reporting basis. Certain information and note disclosures normally included in the financial statements
prepared in accordance with GAAP have been condensed or omitted pursuant to such rules and regulations. Therefore, these unaudited condensed consolidated financial
statements should be read in conjunction with the audited consolidated financial statements and the related notes thereto as of and for the year ended December 31, 2022
included in the Company’s Annual Report on Form 20-F.

All intercompany accounts and transactions have been eliminated. The Company’s functional and reporting currency is the U.S. Dollar. In management’s opinion, the
unaudited condensed consolidated financial statements have been prepared on the same basis as the annual consolidated financial statements, except as noted below, and
reflect all adjustments, which include only normal recurring adjustments necessary for the fair presentation of the Company’s financial position as of June 30, 2023 and the
Company’s consolidated results of operations and shareholders’ equity for the three and six months ended June 30, 2023 and 2022, and cash flows for the six months ended
June 30, 2023 and 2022. The results for the three and six months ended June 30, 2023 are not necessarily indicative of the results to be expected for the full year ending
December 31, 2023 or any other future interim or annual period.

Significant Accounting Policies

The Company’s significant accounting policies are discussed in Note 2, Summary of Significant Accounting Policies, in the Company’s Annual Report on Form 20-F for the
year ended December 31, 2022. There have been no significant changes to these policies during the six months ended June 30, 2023 except as noted below.

Investments in Loans and Securities
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A wholly-owned subsidiary (“Sponsor”) previously sponsors securitization transactions (the “Securitizations”), each through a separate trust structure with an asset portfolio
consisting of unsecured consumer loans, auto loans or real estate assets. Each Securitization’s asset portfolio was structured by the Sponsor, which is also the administrator
of each Securitization. The Sponsor, directly and indirectly through affiliates, retained at least 5% of the economic risk in the Securitizations to comply with risk retention
required by Title 17 U.S. Code of Federal Regulations Part 246, Credit Risk Retention, promulgated by Securities and Exchange Commission.

Investments in Loans and Securities Available for Sale

Investments in loans and securities that may be sold in response to changes in market interest or prepayment rates, needs for liquidity, and changes in the availability and the
yield of alternative investments will be classified as available for sale (“AFS™). These investments are carried at fair value determined using public market prices, dealer
quotes, and prices obtained from independent pricing services that may be derivable from observable and unobservable market inputs. On January 1, 2023, the Company
transferred all of its investment securities classified as held-to-maturity to available for sale.

These investments are held at fair value with changes in fair value recorded in unrealized gain (loss) on securities available for sale, net within other comprehensive income
(loss), excluding the portion relating to any credit loss. As of the end of each reporting period, management reviews each security where the fair value is less than the
amortized cost to determine whether any portion of the decline in fair value is due to a credit loss and/or whether or not we intend to sell or will be required to sell such
security before recovery of its amortized cost basis. The portion of any decline in fair value which management identifies as a credit loss will be recognized as an allowance
for credit losses through other income (loss), net. To the extent management intends to sell or may be required to sell a security in an unrealized loss position, the Company
(1) reverses any previously recorded allowance for credit losses with an offsetting entry to reduce the amortized cost basis of the security and (2) writes-off any remaining
portion of the amortized cost basis to equal its fair value, with this change recorded through other income (loss), net. See Note 6 for additional information.

Impaired loans are classified as non-accrual status. Non-accrual loans are restored to accrual status when past due principal and interest is paid current and, in management’s
judgment, are likely to remain current. Management may make exceptions to this treatment and determine to not place a loan on non-accrual status if the loan has sufficient
collateral value and is in the process of collection.

Loans Held for Investment

Certain loans, which the Company purchased from the Sponsor, are classified as held for investment. Loans held for investment are recorded at amortized cost, less an
allowance for potential uncollectible amounts. Amortized cost basis represents principal amounts outstanding, net of unearned income, premiums or discounts on purchased
loans and charge-offs. The Company’s intent and ability to designate loans as held for investment in the future may change based on changes in business strategies, the
economic environment, and market conditions. As of December 31, 2022, the Company held $13.8 million of loans held for investment, all of which were transferred to
available for sale on January 1, 2023.

Recently Adopted Accounting Pronouncements
Financial Instruments—Credit Losses

In June 2016, the Financial Accounting Standards Board (“FASB”) issued ASU No. 2016-13 (Topic 326), Financial Instruments—Credit Losses: Measurement of Credit
Losses on Financial Instruments, which replaces the existing incurred loss impairment model with an expected credit loss model and requires an asset measured at amortized
cost to be presented at the net amount expected to be collected. The guidance became effective for the Company beginning January 1, 2023. The adoption did not have a
material impact on the Company’s consolidated financial statements.

Convertible Debt Instruments

In August 2020, the FASB issued ASU 2020-06, “Debt—Debt with Conversion and Other Options (Subtopic 470-20) and Derivatives and Hedging—Contracts in Entity’s
Own Equity (Subtopic 815-40): Accounting for Convertible Instruments and Contracts in an Entity’s Own Equity,” which simplifies the accounting for convertible
instruments. The guidance removes certain accounting models that separate the embedded conversion features from the host contract for convertible instruments. The
guidance became effective for the Company beginning January 1, 2023. The adoption did not have a material impact on the Company’s consolidated financial statements.
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NOTE 3 - REVENUE

Revenue From Fees

Revenue from fees is comprised of Network Al fees and Contract fees. Network Al fees can be further broken down into two fee streams: Al integration fees and capital
markets execution fees. Al integration fees are earned for the creation, sourcing and delivery of that assets that comprise Network Volume. The Company utilizes multiple
funding channels to enable the purchase of network assets from Partners, such as asset backed securitizations (“ABS”). Capital markets execution fees are earned from the
market pricing of ABS transactions while contract fees are management, performance and similar fees. These fees are the result of agreements with customers and are
recognized in accordance with FASB Accounting Standards Codification 606, “Revenue from Contracts with Customers” (“ASC 606”).

Revenue is generally recognized on a gross basis in accordance with ASC 606 related to reporting revenue on a gross basis as a principal versus on a net basis as an agent.
This is because the Company is primarily responsible for integrating the various services fulfilled by Partners and is ultimately responsible to the Financing Vehicles for the
fulfillment of the related services. To the extent the Company does not meet the criteria for recognizing revenue on a gross basis, the Company records revenue on a net
basis.

Network Al fees, comprised of Al integration fees and capital markets execution fees, totaled $167.5 million and $139.4 million, for the three months ended June 30, 2023
and 2022, respectively, and $321.5 million and $280.2 million for the six months ended June 30, 2023 and 2022, respectively. Expenses to third parties for services that are
integrated with the Company’s technology are recorded in the consolidated statements of operations as Production Costs.

Real estate fees, which are included in Network Al fees, are earned for the obligations to arrange for the purchase of real estate assets, provide administrative services,
arrange for the eventual sale of the assets, and provide pre-and post-purchase services including the right to earn performance fees. All of these fees are recognized over time
except for the purchase and sale obligations, which are satisfied at the point in time of the respective transactions. As the Company is a principal for these services, revenues
are recorded on a gross basis.

Contract fees include administration and management fees, performances fees, and servicing fees. Contract fees totaled $18.2 million and $23.9 million for the three months
ended June 30, 2023 and 2022, respectively, and $39.4 million and $41.4 million for the six months ended June 30, 2023 and 2022, respectively. The Company recognizes
administration fees over the service period for the Financing Vehicles managed or administered by the Company.

Performance fees are earned when certain Financing Vehicles exceed contractual return thresholds. They are recognized only to the extent that it is probable that a
significant reversal in the amount of cumulative revenue recognized will not occur. An estimate is made by the Company based on a variety of factors including market
conditions and expected loan performance. In the following period, the true performance is measured and then adjusted to ensure that the fees accurately represent actual
performance. As such, there are revenues that result from performance obligations satisfied in the previous year. During the three and six months ended June 30, 2023, $0.0
million and $1.7 million, respectively, worth of fees represent performance obligations satisfied in 2022 that were lesser than the original estimate. During the three and six
months ended June 30, 2022, $4.9 million and $3.8 million, respectively, worth of fees represent performance obligations satisfied in 2021 that were lesser than the original
estimate.

Servicing fees for the Financing Vehicles, which primarily involve collecting payments and providing reporting on the loans within the securitization vehicles, are
recognized over the service period. These duties have been considered to be agent responsibilities and does not include acting as a loan servicer. Accordingly, servicing fees
are recorded on a net basis.

As a practical expedient, the Company does not adjust the transaction price for the effects of a significant financing component if, at contract inception, the period between
payment and the transfer of services is expected to be one year or less.

For the three and six months ended June 30, 2023 and 2022, the finance component out of total consideration was not material.

Once revenue is recognized, it is recorded on the balance sheet in fees and other receivables until the payment is received from the customer. The timing of the recognition
depends on the type of service as described above.
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Three Months Ended June 30, Six Months Ended June 30,

2023 2022 2023 2022
(in thousands)
Services transferred at a point in time $ 178,070 $ 157,209 $ 344,306 $ 310,737
Services transferred over time 7,615 6,093 16,634 10,890
Total revenue from fees, net $ 185,685 $ 163,302 $ 360,939 $ 321,627

The Company had no material contract assets, contract liabilities, or deferred contract costs recorded as of June 30, 2023 or December 31, 2022.
NOTE 4 - BUSINESS COMBINATION
Acquisition of Darwin Homes, Inc.

On January 5, 2023 (“acquisition date”), the Company completed the acquisition of Darwin Homes, Inc. (“Darwin”), a leading real estate investment management platform
based in Austin, Texas that offers a comprehensive, tech-enabled solution for acquiring, renovating, and managing single-family rental properties. Darwin is a wholly-owned
subsidiary of the Company and the results of Darwin for the period from January 5, 2023 to June 30, 2023 are included in the Company’s results of operations for the three
and six months ended June 30, 2023. As the acquisition was not determined to be a significant acquisition, the pro forma impact of this acquisition to the results of
operations is not required to be presented.

The Company acquired 100% of Darwin’s equity through an all-stock transaction with a market value of approximately $18 million as of the acquisition date. In addition to
the purchase consideration, the Company also granted approximately $10 million of cash and equity awards to Darwin employees which are recognized as compensation
expense over their requisite service periods. Acquisition related costs of $0.1 million were expensed as incurred and are included in general and administrative expenses in
the consolidated statement of operations.

Darwin Net Assets Acquired

The assets acquired and liabilities assumed have been included in the consolidated financial statements as of the acquisition date. Total assets acquired included identified
intangible assets of $5.1 million. The Company recognized an asset for goodwill, determined as the excess of the purchase price over the net fair value of the assets acquired
and liabilities assumed, that amounted to $9.8 million. Goodwill generated from this business combination is attributed to synergies between the Company's and Darwin's
respective products and services.

An assessment of the fair value of identified intangible assets and their respective lives as of the acquisition date are as follows:

Estimated Useful Life Fair Value
Trade name 2 $ 1,400
Developed technology 2 3,700
Total $ 5,100

Identified intangible assets in the table above are amortized on a straight-line basis over the estimated useful lives. The Company believes that the straight-line method of
amortization is the most appropriate methodology as it is supported by the pattern in which the economic benefits of the intangible assets are consumed.

The preliminary fair value of assets acquired and liabilities assumed from the acquisition, completed during 2023, were based upon preliminary calculations and valuations,
and the estimates and assumptions for this acquisition are subject to change as the Company obtains additional information during the measurement period (up to one year
from the acquisition date).

NOTE 5 - BORROWINGS

As of June 30, 2023 and December 31, 2022, the Company had secured borrowings with an outstanding balance of $216.6 million and $139.6 million, respectively, as well
as a revolving credit facility with an outstanding balance of $90.0 million and $15.0 million, respectively. The Company was in compliance with all covenants as of June 30,
2023.
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Risk Retention Master Repurchase

In normal course of business, the Company, through consolidated VIEs, enters into repurchase agreements to finance the Company’s risk retention balance in notes retained
from securitization transactions. Under these agreements, the Company pledges financial instruments as collateral. Our agreements with counterparties generally contain
contractual provisions allowing the counterparty the right to sell or repledge the collateral. Pledged securities owned that can be sold or repledge by the counterparty are
included in Investments in loans and securities in our balance sheet. As of June 30, 2023 and December 31, 2022, the outstanding principal balance under the repurchase
agreements was $185.5 million and $124.6 million, respectively, with a weighted average interest rate of approximately ten percent and five percent, respectively. The
average remaining contractual maturities of the repurchase agreements were greater than 90 days as of both June 30, 2023 and December 31, 2022.

Receivables Facility

In October 2022, Pagaya Receivables LLC, a wholly-owned subsidiary, entered into a Loan and Security Agreement (the “LSA Agreement”) with certain lenders, which
provides for a 3-year loan facility (the “Receivables Facility”) in a maximum principal amount of $22 million to finance certain eligible receivables purchased from
sponsored securitization transactions. In June 2023, the Company amended the agreement and increased the maximum principal amount by $10 million to $32 million.
Borrowings under the Receivables Facility bear interest at a rate per annum equal to the adjusted term Secured Overnight Financing Rate (subject to a 0.00% floor) plus a
margin of 2.20%, and the balance is repaid using cash proceeds received from the receivables. As of June 30, 2023 and December 31, 2022, the outstanding principal
balance under the Receivables Facility was $31.1 million and $15.0 million, respectively.

Revolving Credit Facility

In September 2022, the Company entered into a Senior Secured Revolving Credit Agreement (the “Credit Agreement”) with certain lenders. The Credit Agreement provides
for a 3-year senior secured revolving credit facility (the “Revolving Credit Facility”) in an initial principal amount of $167.5 million, which includes a sub-limit for letters of
credit in an initial aggregate principal amount of $50.0 million, of which up to the U.S. dollar equivalent of $20.0 million may be issued in new Israeli shekels.

Proceeds of borrowings under the Revolving Credit Facility may be used to finance the Company’s ongoing working capital needs, permitted acquisitions or for general
corporate purposes of the Company and its subsidiaries.

Borrowings under the Revolving Credit Facility bear interest at a rate per annum equal to either (i) a base rate (determined based on the prime rate and subject to a 1.00%
floor) plus a margin of 1.75% or (ii) an adjusted term Secured Overnight Financing Rate (subject to a 0.00% floor) plus a margin of 2.75%. A commitment fee accrues on
any unused portion of the commitments under the Revolving Credit Facility at a rate per annum of 0.25% and is payable quarterly in arrears. The Company may voluntarily
prepay borrowings under the Revolving Credit Facility at any time and from time to time without premium or penalty, subject only to the payment of customary breakage
costs. No amortization payments are required to be made in respect of borrowings under the Revolving Credit Facility.

As of June 30, 2023 and December 31, 2022, the outstanding principal balance under the Revolving Credit Facility was $90.0 million and $15.0 million, respectively.

NOTE 6 - INVESTMENTS IN LOANS AND SECURITIES

The amortized cost, gross unrealized gains and losses and fair value of investments in loans and securities as of June 30, 2023 and December 31, 2022 were as follows (in
thousands). As provided in Note 6, a portion of these investments in loans and securities are consolidated as a result of the Company’s determination that it is the primary
beneficiary of certain VIEs.
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As of June 30, 2023

Gross Gross
Investments in loans and securities, Amortized Unrealized Unrealized Allowance for Credit Fair
available for sale: Cost Gains Losses Losses Value
ABS — Consumer / Auto Loan / Real Estate
@ @) $ 640,346 $ 28,071 $ (7,365) $ (74,287) $ 586,765
Other loans and receivables 7,730 — (4,040) 3,690
Total $ 648,076 $ 28,071 $ (7,365) $ (78,327) $ 590,455

(1) During the three and six months ended June 30, 2023, the Company recorded a credit-related impairment loss of $10.0 million and $78.3 million, respectively, within
other income (loss), net in the consolidated statements of operations.

(2) Excludes accrued interest receivable of $18.3 million included in Fees and other receivables.

As of December 31, 2022
Gross Gross

Investments in loans and securities, Amortized Unrealized Unrealized Allowance for Credit Fair
held-to-maturity: Cost Gains Losses Losses Value
ABS — Consumer / Auto Loan / Real
Estate (1) $ 450,210 $ 23,724 $ (7,263) $ — 3 466,671
Other loans and receivables 13,766 — — — 13,766

Total $ 463,976 $ 23,724 $ (7,263) $ — 8 480,437

(1) Excludes accrued interest receivable of $17.5 million included in Fees and other receivables.

The following tables set forth the fair value and gross unrealized losses on investments in loans and securities without an allowance for credit losses aggregated by
investment category and length of time that individual securities had been in a continuous unrealized loss position, as of the dates indicated (in thousands):

As of June 30, 2023
Less than or equal to 1 year Greater than 1 year Total
Investments in loans and securities, available for Unrealized Unrealized Unrealized
sale: Fair Value Losses Fair Value Losses Fair Value Losses
ABS — Consumer / Auto Loan / Real Estate $ 86,018 $ (5,244) $ — % — % 86,018 $ (5,244)
Other loans and receivables — — — — — —
Total $ 86,018 $ (5,244) $ — 3 — $ 86,018 $ (5,244)
As of December 31, 2022
Less than or equal to 1 year Greater than 1 year Total
Investments in loans and securities, held-to- Unrealized Unrealized Unrealized
maturity: Fair Value Losses Fair Value Losses Fair Value Losses
ABS — Consumer / Auto Loan / Real Estate $ 118,001 $ (6,312) $ — % —  $ 118,001 $ (6,312)
Other loans and receivables — — — — _ _
Total $ 118,001 $ (6,312) $ — 3 — 3 118,001 $ (6,312)

The following table sets forth the amortized cost, net of allowance, and fair value of investments in loans and securities by contractual maturities, as of the date indicated (in
thousands):
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As of June 30, 2023
Greater than 1 year, less than or

Within 1 year equal to 5 years Total
Investments in loans and securities, available for
sale: Amortized Cost Fair Value Amortized Cost Fair Value Amortized Cost Fair Value
ABS — Consumer / Auto Loan / Real Estate $ — % — % 640,346 $ 586,765 $ 640,346 $ 586,765
Other loans and receivables — — 7,730 3,690 7,730 3,690
Total (1) $ — 3 — % 648,076 $ 590,455 $ 648,076 $ 590,455
As of December 31, 2022
Greater than 1 year, less than or
Within 1 year equal to 5 years Total
Investments in loans and securities, held-to-
maturity: Amortized Cost Fair Value Amortized Cost Fair Value Amortized Cost Fair Value
ABS — Consumer / Auto Loan / Real Estate $ — % — % 450,210 $ 466,671 $ 450,210 $ 466,671
Other loans and receivables — — 13,766 13,766 13,766 13,766
Total (1) $ — 3 — 3 463,976 $ 480,437 $ 463,976 $ 480,437

(1) Based on weighted average life of expected cash flows.

The following table sets forth gross proceeds and related investment gains (losses), as well as losses on write-downs and the allowance for credit losses of securities, for the
periods indicated (in thousands):

Three Months Ended June 30, Six Months Ended June 30,

2023 2022 2023 2022
Investments in loans and securities, available for sale:
Proceeds from sales/maturities/prepayments $ 65,375 $ — 3 91,360 $ —
Write-downs recognized in earnings 2,663 — 7,286 —
(Addition to) release of allowance for credit losses (12,643) — (85,613) —
Investments in loans and securities, held-to-maturity:
Proceeds from sales/maturities/prepayments — 22,777 — 50,090

The following tables set forth the activity in the allowance for credit losses for investments in loans and securities, as of the dates indicated (in thousands):
Three Months Ended June 30, 2023

ABS — Consumer / Auto Other Loans and Total
Loan / Real Estate Receivables
Balance, beginning of period $ (65,572) $ (2,775) $ (68,347)
Additions to allowance for credit losses not previously recorded (8,715) (3,928) (12,643)
Write-offs charged against the allowance — 2,663 2,663
Balance, end of period $ (74,287) $ (4,040) $ (78,327)
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Six Months Ended June 30, 2023

ABS - Consumer / Auto Other Loans and Total
Loan / Real Estate Receivables
Balance, beginning of period $ — % — $ —
Additions to allowance for credit losses not previously recorded (74,287) (11,326) (85,613)
Write-offs charged against the allowance — 7,286 7,286
Balance, end of period $ (74,287) $ (4,040) $ (78,327)

There was no activity of the allowance for credit losses during the three and six months ended June 30, 2022.

Equity Method and Other Investments

The following investments, including those accounted for under the equity method, are included within Equity method and other investments in the consolidated statements
of financial position as of June 30, 2023 and December 31, 2022 (in thousands):

Carrying Value
June 30, 2023 December 31, 2022
Investments in Pagaya SmartResi F1 Fund, LP (1) $ 17,613 $ 16,810
Other (2) 9,002 9,084
Total $ 26,615 $ 25,894

(1) The Company owns approximately 5.4% and is the general partner of Pagaya Smartresi F1 Fund LP.
(2) Represents the Company’s proprietary investments. Income from these investments is included in Investment income in the consolidated statements of operations.

NOTE 7 - CONSOLIDATION AND VARIABLE INTEREST ENTITIES

The Company has variable interests in securitization vehicles that it sponsors. The Company consolidates VIEs when it is deemed to be the primary beneficiary. In order to
be primary beneficiary, the Company must have a controlling financial interest in the VIE. This is determined by evaluating if the Company has both (1) the power to direct
the activities of the VIE that most significantly impact the VIE’s economic performance, and (2) the obligation to absorb losses of the VIE that could potentially be
significant to the VIE or the right to receive benefits from the VIE that could potentially be significant.

Consolidated VIEs
As of June 30, 2023 and December 31, 2022, the Company has determined that it is the primary beneficiary of Pagaya Structured Holdings LLC, Pagaya Structured

Holdings II LLC, and Pagaya Structured Holding III LLC (“Risk Retention Entities”). As sponsor of securitization transactions, the Company is subject to risk retention
requirements and established the Risk Retention Entities to meet these requirements.
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Below is a summary of assets and liabilities from the Company’s involvement with consolidated VIEs (i.e., Risk Retention Entities) (in thousands):

Assets Liabilities Net Assets
As of June 30, 2023 $ 225,147 $ — 3 225,147
As of December 31, 2022 264,854 — 264,854

Unconsolidated VIEs

The Company determined that it is not the primary beneficiary of the trusts which hold the loans and issue securities associated with the securitization transactions the
Company sponsors. The Company does not have the power to direct or control the activities which most significantly affect the performance of the trusts, which was
determined to be servicing loans.

The Company’s maximum exposure to loss from its involvement with unconsolidated VIEs represents the estimated loss that would be incurred under severe, hypothetical
circumstances, for which the Company believes the possibility is remote, such as where the value of securitization notes and senior and residual certificates the Company
holds as part of the risk retention requirement declines to zero.

Below is a summary of the Company’s direct interest in (i.e., not held through Risk Retention Entities) variable interests in nonconsolidated VIEs (in thousands):

Maximum Exposure

Carrying Amount to Loss VIE Assets
As of June 30, 2023 $ 377,488 $ 377,488 $ 6,590,426
As of December 31, 2022 200,694 200,694 3,911,589

From time to time, the Company may, but is not obligated to, purchase assets from the Financing Vehicles. Such repurchases can occur at the Company’s discretion. For
the three and six months ended June 30, 2023 and 2022, the Company did not purchase assets loans from the Financing Vehicles.

NOTE 8 - LEASES

The Company leases facilities under operating leases with various expiration dates through 2036. The Company leases office space in New York, Israel and several other
locations.

The security deposits for the leases are $4.1 million and $4.2 million as of June 30, 2023 and December 31, 2022, respectively, which have been recognized as restricted
cash, non-current in the consolidated balance sheets.

The Company’s operating lease expense consists of rent and variable lease payments. Variable lease payments such as common area maintenance were included in operating
expenses. Rent expense for the Company’s short-term leases was immaterial for the periods presented. Operating lease expense was as follows (in thousands):

Three Months Ended June 30, Six Months Ended June 30,

2023 2022 2023 2022
Rent expense $ 3,345 $ 2,506 $ 6,786 $ 5,149
Variable lease payments (12) 108 131 198
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Supplemental information related to the Company’s operating leases was as follows ($ in thousands):

As of June 30, 2023 December 31, 2022
Weighted-average remaining lease term (in years) 7.8 8.2
Weighted-average discount rate 5.7 % 5.7 %
Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022
Operating lease right-of-use assets recognized in exchange for new operating
lease obligations $ — % 2,879 $ 290 $ 45,403

As of June 30, 2023, future minimum lease commitments under non-cancelable operating leases were as follows (in thousands):

2023 $ 5,538
2024 8,577
2025 7,544
2026 7,544
2027 6,997
Thereafter 27,614
Total 63,814
Less: imputed interest (12,724)
Total operating lease liabilities $ 51,090

NOTE 9 - WARRANT LIABILITY

On June 22, 2022, in connection with the Merger, the Company assumed 9,583,333 Public Warrants and 5,166,667 Private Placement Warrants, all of which were
outstanding as of both June 30, 2023 and December 31, 2022. See Note 3 to the Company’s Annual Report on Form 20-F for additional information.

Public Warrants — Public Warrants may only be exercised for a whole number of shares. The Public Warrants became exercisable on July 22, 2022. The Public Warrants
will expire on June 22, 2027 or upon liquidation.

The Company will not be obligated to deliver any Class A ordinary shares, no par value (“Class A Ordinary Shares), of the Company pursuant to the exercise of a public
warrant and will have no obligation to settle such warrant exercise unless a registration statement under the Securities Act with respect to the Class A Ordinary Shares
underlying the warrants is then effective and a prospectus relating thereto is current, subject to the Company satisfying its obligations with respect to registration. No public
warrant will be exercisable, and the Company will not be obligated to issue a Class A Ordinary Share upon exercise of a public warrant unless the Class A Ordinary Share,
issuable upon such warrant exercise, has been registered, qualified, or deemed to be exempt under the securities laws of the state of residence of the registered holder of the
public warrants.

Redemption of Public Warrants for Cash

The Company may redeem the outstanding warrants:
» if, and only if, the closing price of the Class A Ordinary Shares equals or exceeds $18.00 per share for any 20 trading days within a 30 trading day period ending
three business days before the Company sends the notice of redemption to the warrant holders;
+  in whole and not in part;
» ataprice of $0.01 per warrant; and
» upon not less than 30 days’ prior written notice of redemption to each warrant holder.

If and when the warrants become redeemable by the Company, the Company may exercise its redemption right even if it is unable to register or qualify the underlying
securities for sale under all applicable state securities laws.
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Redemption of Public Warrants when the per share price of Class A Ordinary Shares equals or exceeds $10.00

The Company may redeem the outstanding warrants:

+ if, and only if, the last reported sale price of the Class A Ordinary Shares equals or exceeds $10.00 per share (subject to adjustment in compliance with the terms
of the warrant agreement governing the warrants (“Warrant Agreement”)) for any 20 trading days within a 30 trading-day period ending on, and including, the
third trading day prior to the date on which we send the notice of redemption to the warrant holders;

* in whole and not in part; and

»  for cash at a price of at $0.10 per warrant upon a minimum of 30 days’ prior written notice of redemption; provided that holders will be able to exercise their
public warrants on a cashless basis prior to redemption and receive that number of shares determined by reference to the table included in the Warrant Agreement,
based on the redemption date and the “fair market value” of the Class A Ordinary Shares as described in the Warrant Agreement.

If the Company calls the Public Warrants for redemption as described above under “—Redemption of Public Warrants for Cash,” management will have the option to require
all holders that wish to exercise the Public Warrants to do so on a “cashless basis,” as described in the Warrant Agreement. The exercise price and number of Class A
Ordinary Shares issuable upon exercise of the warrants may be adjusted in certain circumstances including in the event of a stock dividend, recapitalization, reorganization,
merger, or consolidation. However, except as described below, the warrants will not be adjusted for issuance of Class A Ordinary Shares at a price below its exercise price.
Additionally, in no event will the Company be required to net-cash settle the warrants.

Private Placement Warrants — Private Placement Warrants are identical to the Public Warrants, except that the Private Placement Warrants are exercisable for cash or
cashless, at the holder’s option, and are non-redeemable so long as they are held by the initial purchasers or permitted transferees. If the Private Placement Warrants are held
by someone other than the initial purchasers or permitted transferees, the Private Placement Warrants will be redeemable by the Company and exercisable by such holders
on the same basis as the Public Warrants.

These warrants are accounted for as liabilities in accordance with ASC 815-40 and are presented within warrant liability on the consolidated statements of financial position.
The warrant liability is measured at fair value at inception and on a recurring basis, with changes in fair value presented within change in fair value of warrant liabilities in
the consolidated statements of operations and comprehensive income (loss).

The Company used the value of the Public Warrants as an approximation of the value of the Private Warrants as they are substantially similar to the Public Warrants, but not
directly traded or quoted on an active market.

NOTE 10 - COMMITMENTS AND CONTINGENCIES

Legal Proceedings — From time to time the Company is subject to legal proceedings and claims in the ordinary course of business. The results of such matters often cannot
be predicted with certainty. In accordance with applicable accounting guidance, the Company establishes an accrued liability for legal proceeding and claims when those
matters present loss contingencies which are both probable and reasonably estimable. All such liabilities arising from current legal and regulatory matters, to the extent such
matters existed, have been recorded in accrued expenses and other liabilities on the consolidated statements of financial position and these matters are immaterial.

Indemnifications — In the ordinary course of business, the Company may provide indemnifications of varying scope and terms to customers and other third parties with
respect to certain matters, including, but not limited to, losses arising out of breach of such agreements, services to be provided by the Company or from intellectual property
infringement claims made by third parties. These indemnifications may survive termination of the underlying agreement and the maximum potential amount of future
indemnification payments may not be subject to a cap. As of June 30, 2023, there have been no known events or circumstances that have resulted in a material
indemnification liability and the Company did not incur material costs to defend lawsuits or settle claims related to these indemnifications.

NOTE 11 - TRANSACTIONS WITH RELATED PARTIES
In the ordinary course of business, the Company may enter into transactions with directors, principal officers, their immediate families, and affiliated companies in which

they are principal shareholders (commonly referred to as related parties). The Company has transactions with the securitization vehicles and other Financing Vehicles which
are also related parties.
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As of June 30, 2023, the total fee receivables from related parties are $91.1 million, which consist of $76.6 million from securitization vehicles and $14.5 million from other
Financing Vehicles. As of December 31, 2022, the total fee receivables from related parties are $87.8 million, which consists of $83.0 million from securitization vehicles
and $4.7 million from other Financing Vehicles.

As of June 30, 2023 and December 31, 2022, prepaid expenses and other assets include amounts due from related parties of $16.4 million and $18.8 million, respectively, all
of which were attributable to Financing Vehicles.

For the three months ended June 30, 2023, the total revenue from related parties is $148.2 million, which consists of $137.8 million from securitization vehicles and
$10.4 million from other Financing Vehicles. During the three months ended June 30, 2022, the total revenue from related parties is $162.7 million, which consists of
$108.9 million from securitization vehicles and $53.8 million from other Financing Vehicles. For the six months ended June 30, 2023, the total revenue from related parties
is $302.0 million, which consists of $269.4 million from securitization vehicles and $32.5 million from other Financing Vehicles. During the six months ended June 30,
2022, the total revenue from related parties is $321.0 million, which consists of $230.2 million from securitization vehicles and $90.8 million from other Financing Vehicles.

Significant customers are those which represent 10% or more of the Company’s total revenue for each respective period presented. Four related parties individually
represented greater than 10% of total revenue and collectively totaled approximately 65% for the three months ended June 30, 2023. During the three months ended June 30,
2022, three related parties individually represented greater than 10% of total revenue and collectively totaled approximately 45%. Two related parties individually
represented greater than 10%, and collectively totaled approximately 33%, of total revenue for the six months ended June 30, 2023. During the six months ended June 30,
2022, two related parties individually represented greater than 10%, and collectively totaled approximately 56%, of total revenue.

Other Affiliated Payables

Other affiliated payables, consisting of employee payables, are $0.6 million and $0.6 million as of June 30, 2023 and December 31, 2022, respectively.
Series A Preferred Share Purchase Agreement

On April 14, 2023, the Company entered into a Preferred Share Purchase Agreement (the “Purchase Agreement”) with Oak HC/FT Partners V, L.P., Oak HC/FT Partners V-
A, L.P. and Oak HC/FT Partners V-B, L.P (together, the “Investor”) to purchase 60 million shares of Series A Convertible Preferred Shares of the Company, no par value
(the “Preferred Shares”), for an aggregate purchase price of $75 million. On May 25, 2023, the Company closed the transaction.

The Investor is affiliated with Oak HC/FT Partners II, L.P. (“Oak”), an entity that held approximately 12% of the Class A Ordinary Shares, and approximately 3% of the
voting power of the Company as of the date of the Purchase Agreement. Mr. Dan Petrozzo, a member of the Pagaya Board and the Audit Committee of the Pagaya Board, is
a partner at Oak.

NOTE 12 - FAIR VALUE MEASUREMENT

FASB ASC 820, “Fair Value Measurements and Disclosures” (“ASC 820”), defines fair value, establishes a framework for measuring fair value under generally accepted
accounting principles, and requires certain disclosures about fair value measurements. In general, fair values of financial instruments are based upon quoted market prices,
when available. If such quoted market prices are not available, fair value is based upon models that use, as inputs, observable market-based parameters to the greatest extent
possible.

Additionally, ASC 820 established a fair value hierarchy to categorize the use of inputs into the following three levels:
Level 1—Quoted prices, unadjusted, for identical assets or liabilities in active markets.

Level 2—Pricing inputs are other than quoted prices in active markets and include 1) quoted prices for similar assets or liabilities in active markets, 2) quoted prices for
identical or similar assets or liabilities in markets that are not active, and 3) or inputs that are derived principally from or can be corroborated by observable market data by
correlation or other means.

Level 3—Pricing inputs are unobservable and significant to the fair value measurement. Level 3 assets and liabilities include financial instruments whose value is
determined using discounted cash flow methodologies, as well as instruments for which the determination of fair value requires significant management judgment or
estimation.
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Financial Assets and Liabilities Recorded at Fair Value

The following table presents information about the Company’s assets and liabilities that are measured at fair value on a recurring basis as of June 30, 2023 and
December 31, 2022, and indicates the fair value hierarchy of the valuation inputs the Company utilized to determine such fair value (in thousands):

June 30, 2023

Level 1 Level 2 Level 3 Total
Assets:
Investments in loans and securities $ — $ — 590,455 $ 590,455
Liabilities:
Warrant liability $ 2,492 $ 1,343 $ — % 3,835

December 31, 2022

Level 1 Level 2 Level 3 Total
Liabilities:
Warrant liability $ 909 490 $ — 3 1,400

There were no transfers between levels during the periods ended June 30, 2023 and December 31, 2022.
Assets and Liabilities Measured at Fair Value on a Recurring Basis (Level 1 and 2)
Warrant liability (Level 1 and 2)

The Company used the value of the Public Warrants (Level 1) as an approximation of the value of the Private Warrants as they are substantially similar to the Public
Warrants, but not directly traded or quoted on an active market.

The following tables summarize the Warrant liability activity for the three and six months ended June 30, 2023 and 2022 (in thousands):

Three Months Ended June 30, 2023

Balance as of March 31, 2023 $ 1,210
Change in fair value 2,625
Balance as of June 30, 2023 $ 3,835

Six Months Ended June 30, 2023

Balance as of December 31, 2022 $ 1,400
Change in fair value 2,435
Balance as of June 30, 2023 $ 3,835

Three Months Ended June 30, 2022

Balance as of March 31, 2022 $ 27,938
Assumed warrants in connection with the Merger(1) 5,594
Change in fair value (6,878)
Reclassification (20,575)

Balance as of June 30, 2022 $ 6,079
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Six Months Ended June 30, 2022

Balance as of December 31, 2021 $ 27,469
Assumed warrants in connection with the Merger(1) 5,594
Change in fair value (6,409)
Reclassification (20,575)

Balance as of June 30, 2022 $ 6,079

(1) See Note 3 to the Company’s Annual Report on Form 20-F for additional information.

Assets and Liabilities Measured at Fair Value on a Recurring Basis (Level 3)

Investments in Loans and Securities Available for Sale (Level 3)

As of June 30, 2023, the Company held investments in loans and securities classified as available for sale. These assets are measured at fair value using a discounted cash
flow model, and presented within investments in loans and securities on the consolidated balance sheets. Changes in the fair value, other than declines in fair value due to
credit, are reflected in other comprehensive income (loss) on the consolidated statements of operations and comprehensive income (loss). Declines in fair value due to credit
are reflected in other (loss) income, net on the consolidated statements of operations and comprehensive income (loss).

The following tables summarize the activity related to the fair value of the investments in loans and securities available for sale for the three and six months ended June 30,
2023 (in thousands):

Three Months Ended June 30, 2023

Balance as of March 31, 2023 $ 507,166
Additions 151,607
Cash received (65,375)
Change in fair value 7,037
Credit-related impairment loss (9,980)

Balance as of June 30, 2023 $ 590,455

Six Months Ended June 30, 2023

Balance as of December 31, 2022 $ —
Transfer from held-to-maturity to available for sale at fair value 480,437
Additions 273,339
Cash received (91,360)
Change in fair value 6,366
Credit-related impairment loss (78,327)

Balance as of June 30, 2023 $ 590,455

Significant unobservable inputs used for our Level 3 fair value measurement of the loans and securities are the discount rate, loss rate, and prepayment rate. Significant
increases or decreases in any of the inputs in isolation could result in a significantly lower or higher fair value measurement.

The following tables present quantitative information about the significant unobservable inputs used for our Level 3 fair value measurement of the loans and securities as of
June 30, 2023:
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June 30, 2023

Unobservable Input Minimum Maximum Weighted Average
Discount rate 6.0 % 15.0% 14.8%
Loss rate 4.6 % 23.9% 16.7%
Prepayment rate 7.8 % 28.4% 12.0%

Financial Assets and Liabilities Not Recorded at Fair Value

The Company believes that the carrying amount of cash and cash equivalents, fees and other receivables, accounts payables and other current liabilities approximate their
fair value due to the short-term maturities of these instruments.

The below tables contain information about assets that are not measured at fair value on a recurring basis as of June 30, 2023 and December 31, 2022 (in thousands):

June 30, 2023
Fair Value
Carrying
Value Level 1 Level 2 Level 3 Total
Assets
Cash, cash equivalents and restricted cash  $ 331,368 $ 331,368 $ — 3 — % 331,368
Fees and other receivables 105,539 105,539 105,539
Total $ 436,907 $ 331,368 $ 105,539 $ — 3 436,907
December 31, 2022
Fair Value
Carrying
Value Level 1 Level 2 Level 3 Total
Assets
Cash, cash equivalents and restricted cash  $ 337,076 $ 337,076 $ — % — % 337,076
Investments in loans and securities, held-to-
maturity 463,976 — — 480,437 480,437
Fees and other receivables 97,993 — 97,993 — 97,993
Total $ 899,045 $ 337,076 $ 97,993 $ 480,437 $ 915,506

NOTE 13 - ORDINARY SHARES AND ORDINARY SHARE WARRANTS
As of June 30, 2023, 10,080,000,000 shares with no par value are authorized, of which, 80,000,000 shares are designated as Preferred Shares, 8,000,000,000 shares are

designated as Class A Ordinary Shares, and 2,000,000,000 shares are designated as Class B Ordinary Shares. As of June 30, 2023, the Company had 60,000,000 Preferred
Shares outstanding, 533,974,676 Class A Ordinary Shares outstanding and 174,934,392 Class B Ordinary Shares outstanding.

The rights of the holders of each class of Ordinary Shares are identical, except with respect to voting. Each share of Class A Ordinary Share is entitled to one vote per share.
Each share of Class B Ordinary Share is entitled to 10 votes per share. Shares of Class B Ordinary Share may be converted at any time at the option of the stockholder and
automatically convert upon sale or transfer to Class A Ordinary Share.

Stock Split

On June 22, 2022, the Company executed a 1:186.9 stock split in connection with the merger (the “EFJA Merger”) of Rigel Merger Sub Inc., a Cayman Islands exempted
company and a wholly-owned subsidiary of Pagaya (“EJFA Merger Sub”), with
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and into EJF Acquisition Corp., a Cayman Islands exempted company (“EJFA”), as contemplated by the Agreement and Plan of Merger, dated as of September 15, 2021, by
and among Pagaya, EJFA and EFJA Merger Sub. All prior period references made to share or per share amounts in the accompanying consolidated financial statements and
applicable disclosures have been retroactively adjusted to reflect the effects of the stock split. See Note 3 to the Company’s Annual Report on Form 20-F for further details.

As of June 30, 2023 and December 31, 2022, the Company had reserved ordinary shares for future issuance as follows:

June 30, 2023 December 31, 2022

Share options 63,114,411 76,557,428
Options to restricted shares 241,359,368 242,615,284
RSUs 42,084,399 5,753,975
Ordinary share warrants 25,913,055 23,468,710
Redeemable convertible preferred shares 60,000,000 —
Shares available for future grant of equity awards 65,821,532 107,700,338
Total shares of ordinary share reserved 498,292,765 456,095,735

Ordinary Share Warrants

The Company has accounted for the ordinary share warrants as equity-classified warrants as they met the requirements for equity classification under ASC 815, including
whether the ordinary share warrants are indexed to the Company’s own ordinary shares.

As of June 30, 2023, there were 5,207,363 warrants expiring in March 2031 with an exercise price of $0.000005 per share, 3,315,692 warrants expiring in June 2030 with an
exercise price of $0.00005 per share, 2,640,000 warrants expiring in March 2032 with an exercise price of $0.01 per share, and 14,750,000 warrants expiring in June 2027
(consisting of the Public Warrants and Private Placement Warrants) with an exercise price of $11.50 per share.

Ordinary Shares Purchase Agreement

On August 17, 2022, the Company entered into an ordinary shares purchase agreement (the “Equity Financing Purchase Agreement”) and a registration rights agreement
(the “Equity Financing Registration Rights Agreement”) with B. Riley Principal Capital II, LLC (“B. Riley Principal Capital II”). Pursuant to the Equity Financing Purchase
Agreement, the Company has the right to sell to B. Riley Principal Capital II, up to $300,000,000 of newly issued shares of the Company’s Class A Ordinary Shares from
time to time during the 24-month term of the Equity Financing Purchase Agreement, subject to certain limitations and conditions set forth in the Equity Financing Purchase
Agreement. Sales of Class A Ordinary Shares pursuant to the Equity Financing Purchase Agreement, and the timing of any sales, are solely at the option of the Company,
and the Company is under no obligation to sell any securities to B. Riley Principal Capital II under the Equity Financing Purchase Agreement.

The per share purchase price for the shares of Class A Ordinary Shares that the Company elects to sell to B. Riley Principal Capital II in a Purchase pursuant to the Equity
Financing Purchase Agreement, if any, will be determined by reference to the volume weighted average price of the Company’s Class A Ordinary Shares as defined within
the Equity Financing Purchase Agreement, less a fixed 3% discount. The Company cannot issue to B. Riley Principal Capital II more than 40,139,607 shares of Class A
Ordinary Shares, which number of shares is approximately 9% of outstanding Class A Ordinary Shares immediately prior to the execution of the Equity Financing Purchase
Agreement.

The net proceeds under the Equity Financing Purchase Agreement to the Company will depend on the frequency and prices at which the Company sells shares of its stock to
B. Riley Principal Capital II.

As consideration for B. Riley Principal Capital II’s commitment to purchase shares of Class A Ordinary Shares at the Company’s direction upon the terms and subject to the
conditions set forth in the Equity Financing Purchase Agreement, upon execution of the Equity Financing Purchase Agreement, the Company issued 46,536 shares of Class
A Ordinary Shares to B. Riley Principal Capital II. Expense of $1 million related to these shares was recognized within other income (loss), net in the Company’s
consolidated statements of operations and comprehensive income (loss). As of June 30, 2023, the Company has not sold any Class A Ordinary Shares to B. Riley Principal
Capital IT under the Equity Financing Purchase Agreement.

Amended Letter Agreement
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Pursuant to the Letter Agreement, dated June 1, 2020, the Company agreed to provide Radiance Star Pte. Ltd. (“Radiance”), an affiliate of GIC Private Limited, the right to
purchase up to a certain amount of qualified securities in certain offerings by the Company and to provide Radiance with notice of any fund offerings or securitization
offerings. On March 19, 2023, the Company and Radiance agreed to extend the term of the Letter Agreement by three years (the “Amended Letter Agreement”) to June 1,
2028 on the same terms and amount, including the issuance of 2,640,000 warrants to purchase Class A Ordinary shares at an exercise price of $0.01 that vest annually if
certain investment thresholds by Radiance are met. There were no other material changes to the existing terms of the Letter Agreement.

Redeemable Convertible Preferred Shares

In May 2023, the Company issued 60,000,000 Preferred Shares at $1.25 per share (the “Original Issue Price”) to Oak HC/FT Partners V, L.P., Oak HC/FT Partners V-A, L.P.
and Oak HC/FT Partners V-B, L.P for gross total proceeds of $75 million. For accounting purposes, upon issuance of the Preferred Share, the Company recorded
$74.25 million ($75 million net of direct offering costs of $0.75 million) as mezzanine equity (temporary equity) on the condensed consolidated balance sheets because it is
contingently redeemable outside of the control of the Company.

The terms and preferences of the preferred shares are summarized as follows:
Conversion Features

Each one Preferred Share shall be convertible into one Class A Ordinary Share at the option of the holder thereof, at any time.

At any time on or after the sixth anniversary of the issuance of the Preferred Shares, if the Preferred Shares have not already been converted, if and only if so elected by the
Company, all Preferred Shares that remain outstanding shall automatically convert, with each Preferred Share then outstanding converting into the following number of
Class A Ordinary Shares, based on the volume weighted average trading price of the Class A Ordinary Shares for 30 trading days immediately preceding the date of a
written notice to the holders of the Preferred Shares of the Company’s election to automatically convert all then outstanding Preferred Shares (“30-Day VWAP Average”):

e if the 30-Day VWAP Average is equal to or greater than two times the Original Issue Price, one Class A Ordinary Share; or
¢ if the 30-Day VWAP Average is less than two times the Original Issue Price but greater than 25% of the Original Issue Price, a number of Class A Ordinary Shares
equal to (a) two times the Original Issue Price divided by (b) the 30-Day VWAP Average.

If, based on the 30-Day VWAP Average, the value of a Preferred Share, on an as-converted basis, represents a return of the Original Issue Price ranging from a multiple of
3.5 to 2.5 of the Original Issue Price (“MOIP”) from the 2nd anniversary of the closing date to the 5th anniversary of the closing date, respectively, the Company shall have
the right, but not the obligation, within five trading days thereafter, to notify the holders of the then outstanding Preferred Shares of the Company’s election to automatically
convert without any further action by the holder thereof on the tenth trading day following the achievement of the MOIP, each Preferred Share then outstanding into one
Class A Ordinary Share.

Liquidation

In the event of a Liquidation Event, the assets or proceeds available for distribution to the shareholders (the “Distributable Assets”) shall be distributed in the following
order and preference:

First, the holders of Preferred Shares then outstanding shall be entitled to receive, from the Distributable Assets, prior and in preference to any distribution in respect of the
Ordinary Shares, an amount for each Preferred Share held by them (the “Preference Amount”) equal to the greatest of

* (i) the sum of the Original Issue Price of such share plus an amount equal to 3.0% of the Original Issue Price for each full semi-annual period for which such
Preferred Share has been outstanding (without compounding);

*  (ii) the amount such holder would actually receive for each Preferred Share if such Preferred Share had been converted into Ordinary Shares immediately prior to
such Liquidation Event; or

+  (iii) two times the Original Issue Price.

Second, after payment in full of the Preference Amount in respect of all Preferred Shares then outstanding, the remaining Distributable Assets, if any, shall be distributed on
a pro-rata basis among the holders of Pagaya Ordinary Shares.
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In the event that the Distributable Assets are insufficient to pay in full the Preference Amount in respect of each Preferred Share then outstanding, then all of such
Distributable Assets shall be distributed on a pari passu basis among the holders of the Preferred Shares in proportion to the respective full Preference Amount otherwise
payable to such holders.

Dividends

Preferred Shares, Class A Ordinary Shares and Class B Ordinary Shares shall be treated equally and ratably, on a per share basis with respect to any dividend or distribution
paid or distributed by the Company. As of June 30, 2023, the Company has not paid cash dividends and has no foreseeable plans to pay cash dividends in the future.

Voting

Each holder of Preferred Shares shall have one vote for each Ordinary Share into which the Preferred Shares held by such holder could be converted, as of the applicable
record date set for the vote on any matter, whether the vote thereon is conducted by a show of hands, by written ballot or by any other means.

Redemption

Preferred Shares are not redeemable at the election of the holder, except that in the event of a change in control resulting from the sale or transfer of the Company’s
securities, which qualifies as a Liquidation Event.

The Company classifies its Preferred Shares as temporary equity because they may become redeemable due to certain change in control events that are outside the
Company’s control, including a merger, acquisition, or sale of assets of the Company. The Company has not adjusted the carrying values of the Preferred Shares to its
redemption value because redemption was not probable as of the balance sheet dates presented. The Company will adjust the carrying value of the Preferred Shares to its
redemption value if redemption becomes probable in the future.

NOTE 14 - SHARE BASED COMPENSATION

Share Options—Granted share options expire at the earlier of termination of employment or ten years from the date of grant. Share options generally vest over four years of
the employment commencement date or with 25% vesting on the twelve-month anniversary of the employment commencement date, and the remaining on a pro-rata basis
each quarter over the next three years. Any options, which are forfeited or not exercised before expiration, become available for future grants.

The following table summarized the Company’s share option activity during the six months ended June 30, 2023:

Weighted Average
Remaining
Weighted Average Contractual Aggregate

Number of Options Exercise Price Term (Years) Intrinsic Value (000’s)

Balance, December 31,2022 76,557,428 $ 1.0 83 $ 19,895
Granted — — 0 —
Exercised (4,322,994) 0.3 0 —
Forfeited (9,120,023) 1.7 0 —
Balance, June 30, 2023 63,114,411 $ 0.9 79 $ 44,312
Vested and exercisable, June 30, 2023 34,540,222 $ 0.3 76 $ 37,068

For the six months ended June 30, 2023, the aggregate intrinsic value of options exercised was approximately $4.7 million, and the total fair value of share options vested
was $58.9 million. There was no grant of share options during the six months ended June 30, 2023.

Share-based compensation expense is based on the grant-date fair value on a straight-line basis for graded awards with only service conditions, which is generally the option
vesting term of four years. The fair value of each option on the date of grant is determined using the Black Scholes-Merton (BSM) option pricing model using the single-
option award approach with the assumptions set forth in the table below. If any of the assumptions used in the BSM change significantly, share-based compensation expense
may differ materially in the future from that recorded in the current period.
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The assumptions used to estimate the fair value of share options granted for the three and six months ended June 30, 2023 and 2022 were as follows:

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022
Expected volatility — 49.4% - 109.0% — 41.1% - 109.0%
Expected term (in years) — 5.0-6.1 — 5.0-6.2
Risk free interest — 3.4% - 3.4% — 1.9% - 3.4%
Dividend yield — 0.0%-0.0% — 0.0%-0.0%

At June 30, 2023, unrecognized compensation expense related to unvested share options was approximately $110.7 million, which is expected to be recognized over a
remaining weighted-average period of 1.8 years.

Restricted Stock Units (RSUs)—RSUs generally vest over four years of the employment commencement date or with 25% vesting on the twelve-month anniversary of the
employment commencement date, and the remaining on a pro-rata basis each quarter over the next three years. RSUs granted are forfeited at termination of employment.
Any RSUs, which are forfeited or not exercised before expiration, become available for future grants.

The following table summarized the Company’s RSU activity during the six months ended June 30, 2023:

Weighted Average Grant Date Fair Value Per

Number of RSUs Share
Unvested at December 31,2022 5,753,975 $ 5.3
Granted 45,856,837 1.0
Vested (5,548,382) 2.1
Forfeited (3,978,031) 2.2
Unvested at June 30, 2023 42,084,399 $ 1.4

In connection with RSUs that vested during the six months ended June 30, 2023, the Company satisfied its minimum statutory tax withholding requirements in lieu of
delivering 724,979 shares of common stock during the year. In addition, the Company deferred a settlement of 2,000,000 vested RSUs that were granted in connection with
the Darwin acquisition. In addition, 7,500 of RSUs that were vested in 2022 were released during the six months ended June 30, 2023. Accordingly, 2,830,903 shares were

delivered during the six months ended June 30, 2023.

At June 30, 2023, unrecognized compensation expense related to RSUs was approximately $52.3 million, which is expected to be recognized over a remaining weighted-
average period of 1.9 years.

Options to Restricted Shares—Options to restricted shares were granted to certain employees and directors during 2021. See Note 16 to the consolidated financial
statements included in the Annual Report on Form 20-F for additional information.

The following table summarized the Company’s options to restricted shares activity during the six months ended June 30, 2023:

Weighted Average
Remaining
Weighted Average Contractual Aggregate

Number of Options Exercise Price Term (Years) Intrinsic Value (000’s)

Balance, December 31,2022 242,615,284 $ 1.6 82 $ —
Granted — — — —
Exercised (66,178) 1.0 — —
Forfeited (1,189,738) 3.1 — —
Balance, June 30, 2023 241,359,368 $ 1.6 77 $ —
Vested and exercisable, June 30, 2023 197,939,281 $ 1.6 77 $ —

At June 30, 2023, unrecognized compensation expense related to options to restricted shares was approximately $28.1 million, which is expected to be recognized over a
remaining weighted-average period of 1.7 years.
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Share-Based Compensation Expense

The following table presents the components and classification of share-based compensation for the three and six months ended June 30, 2023 and 2022 (in thousands):

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022
Research and development $ 2,990 $ 54,383 $ 5448 $ 60,243
Selling and marketing 4,756 35,998 7,510 38,889
General and administrative 12,462 55,689 23,617 63,573
Total $ 20,208 $ 146,070 $ 36,575 $ 162,705

NOTE 15 - INCOME TAXES

Corporate Income Tax - Ordinary taxable income in Israel is subject to a corporate tax rate of 23%.

During 2021, Pagaya applied to Israeli Tax authorities for Preferred Technological Enterprise (“PTE”) status and received approval on November 18, 2021. The approval is
effective for the tax years 2020 through 2024. Income from a PTE is subject to 12% tax rate.

Foreign Exchange Regulations in Israel - Under the Foreign Exchange Regulations, the Company calculates its tax liability in U.S. Dollars according to certain orders.
The tax liability, as calculated in U.S. Dollars is translated into NIS according to the exchange rate as of December 31st of each year.

Non-Israeli subsidiaries are taxed according to the tax laws in their respective countries of residence.

The Company’s effective tax rates for the three and six months ended June 30, 2023 and 2022 are as follows (in thousands):

Three Months Ended June 30, Six Months Ended June 30,

2023 2022 2023 2022
Loss before income taxes (27,133) (144,324) (119,089) (154,023)
Income tax expense 5,006 19,725 11,673 19,539
Effective tax rate (18.4)% (13.7)% (9.8)% (12.7)%

The Company’s tax rate is affected by recurring items, such as tax rates in foreign jurisdictions and the relative amounts of income the Company earns in those jurisdictions.
The difference between the effective tax rate and the statuary tax rate in Israel mainly related to valuation allowance in Israel and tax expenses in the United States. The
negative effective tax rate for the three and six months ended June 30, 2023 and 2022 derives from current tax expenses in the United States. and valuation allowance
provided for deferred tax assets.

The Company regularly assesses the need for a valuation allowance against its deferred tax assets. In making that assessment, the Company considers both positive and
negative evidence related to the likelihood of realization of the deferred tax assets to determine, based on the weight of available evidence, whether it is more likely than not
that some or all of the deferred tax assets will not be realized.

The Company provides a valuation allowance to offset certain deferred tax assets due to the uncertainty of realizing future tax benefits from its net operating loss
carryforwards and other deferred tax assets.

NOTE 16 - NET LOSS PER SHARE

Net income (loss) per share is presented in conformity with the two-class method required for multiple classes of ordinary share and participating securities.

29



Basic net income per share is computed using the weighted-average number of shares outstanding during the period. Diluted net income per share is computed using the
weighted-average number of shares and the effect of potentially dilutive securities outstanding during the period. Potentially dilutive securities consist of share options,
restricted stock units and other contingently issuable shares. The dilutive effect of outstanding share options, restricted stock units and other contingently issuable shares is
reflected in diluted earnings per share by application of the treasury stock method.

The Company has two classes of ordinary share subsequent to the EJFA Merger on June 22, 2022: Class A and Class B. See Note 3 to the consolidated financial statements
included in the Annual Report on Form 20-F for additional information. The computation of the diluted net income per share of Class A Ordinary Shares assumes the
conversion of Class B Ordinary Shares, while the diluted net income per share of Class B Ordinary Shares does not assume the conversion of those shares. The rights,
including the liquidation and dividend rights, of the holders of the Company’s Class A Ordinary Shares and Class B Ordinary Shares are identical, except with respect to
voting. As the liquidation and dividend rights are identical, the undistributed earnings are allocated on a proportionate basis and result in an identical net loss per share for
each class under the two-class method.

The Preferred Shares are a participating security, whereby if a dividend is declared to the holders of ordinary shares, the holders of Preferred Shares would participate to the
same extent as if they had converted the Preferred Shares to ordinary shares. Net loss is attributed to ordinary sharehoders and participating securities based on their
participation rights. Net loss attributable to ordinary shareholders is not allocated to the Preferred Shares as the holders of the Preferred Shares do not have a contractual
obligation to share in any losses.

The following table sets forth the calculation of basic and diluted net loss per share attributable to ordinary shareholders for the three and six months ended June 30, 2023
and 2022 (in thousands, except share and per share data):

Three Months Ended June 30, 2023 Six Months Ended June 30, 2023
Class A Class B Class A Class B
Numerator:
Net loss attributable to Pagaya Technologies Ltd. ordinary shareholders, basic and
diluted $ (23,643) $ (7,654) $ (69,619) $ (22,649)
Denominator:
Weighted average shares used net income (loss) per ordinary share, basic and
diluted 540,383,064 174,934,392 537,709,304 174,934,392
Net loss per share attributable to ordinary shareholders, basic and diluted $ 0.04) $ 0.04) $ (0.13) $ (0.13)
Three Months Ended June 30, 2022 Six Months Ended June 30, 2022
Class A Class B Class A Class B
Numerator:
Allocation of undistributed earnings:
Net loss attributable to Pagaya Technologies Ltd. shareholders $ (162,036) $ (13,226) $ (185,384) $ (8,150)
Less: Undistributed earnings allocated to participating securities (5,114) (417) (11,691) (514)
Net loss attributable to Pagaya Technologies Ltd. ordinary shareholders, basic and
diluted $ (167,150) $ (13,643) $ (197,075) $ (8,664)
Denominator:
Weighted average shares used net income (loss) per ordinary share, basic and
diluted 236,195,552 19,279,226 220,487,603 9,692,871
Net loss per share attributable to ordinary shareholders, basic and diluted $ 0.71) $ (0.71) $ (0.89) $ (0.89)
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The following potentially dilutive outstanding securities as of June 30, 2023 and 2022 were excluded from the computation of diluted net income (loss) per share because
their effect would have been anti-dilutive for the periods:

June 30,
2023 2022
Share options 57,125,890 70,439,657
Options to restricted shares 241,359,368 243,308,335
RSUs 42,084,399 3,269,801
Ordinary share warrants 24,195,964 17,787,328
Redeemable convertible preferred shares 60,000,000 —
Net potential dilutive outstanding securities 424,765,621 334,805,121

NOTE 17 - SUBSEQUENT EVENTS

The Company evaluated subsequent events from the balance sheet date through the date that the condensed consolidated financial statements were available to be issued and
did not identify any subsequent events that would require adjustment or disclosure in the condensed consolidated financial statements.
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PAGAYA’S MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

You should read the following discussion and analysis of our financial condition and results of operations together with the unaudited condensed consolidated interim
financial statements as of and for the three and six months ended June 30, 2023 and 2022 included as Exhibit 99.2 to the Report of Foreign Private Issuer on Form 6-K
furnished with the Securities and Exchange Commission (the “SEC”) on August 10, 2023 and the historical audited annual consolidated financial statements as of and for
the years ended December 31, 2022 and 2021, and the related notes included in our Annual Report on Form 20-F filed with the SEC on April 20, 2023 (“our Annual Report
on Form 20-F”). Some of the information contained in this discussion and analysis, including information with respect to our plans and strategy for our business and
related financing, includes forward-looking statements that involve risks and uncertainties. As a result of many factors, including those factors set forth in the “Risk
Factors” section of our Annual Report on Form 20-F, our actual results could differ materially from the results described in or implied by the forward-looking statements
contained in the following discussion and analysis. In this section “we,” “us,” “our” and “Pagaya” refer to Pagaya Technologies Ltd.

»

Company Overview
Pagaya makes life-changing financial products and services available to more people.

We have built, and we are continuing to scale, a leading Al and data network for the benefit of financial services and other service providers, their customers, and investors.
Services providers integrated in our network, which we refer to as our “Partners,” range from high-growth financial technology companies to incumbent banks and financial
institutions. Partners benefit from our network to extend financial products to their customers, in turn helping those customers fulfill their financial needs. These assets
originated by Partners with the assistance of Pagaya’s Al technology are eligible to be acquired by Financing Vehicles. (i) funds managed or advised by Pagaya or one of its
affiliates, (ii) securitization vehicles sponsored or administered by Pagaya or one of its affiliates and (iii) other similar vehicles (“Financing Vehicles”).

In recent years, investments in digitization have improved the front-end delivery of financial products, upgrading customer experience and convenience. Notwithstanding
these advances, we believe underlying approaches to the determination of creditworthiness for financial products are often outdated and overly manual. In our experience,
providers of financial services tend to utilize a limited number of factors to make decisions, operate with siloed technology infrastructure and have data limited to their own
experience. As a result, we believe financial services providers approve a smaller proportion of their application volume than is possible with the benefit of modern
technology, such as our Al technology and data network.

At our core, we are a technology company that deploys sophisticated data science, machine learning and Al technology to drive better results across the financial ecosystem.
We believe our solution drives a “win-win-win” for Partners, their customers and potential customers, and investors. First, by utilizing our network, Partners receive direct
benefits from our network by approving a greater share of customer applications, which we believe drives superior revenue growth, enhanced brand affinity, opportunities to
promote other financial products and decreased unit-level customer acquisition costs. Partners realize these benefits with limited incremental risk or funding requirements.
Second, Partners’ customers benefit from enhanced and more convenient access to financial products. Third, investors benefit through gaining exposure to these assets
originated by Partners with the assistance of our Al technology and acquired by the Financing Vehicles through our network.

Recent Developments
Acquisition of Darwin Homes, Inc.

On January 5, 2023, we consummated an acquisition pursuant to the certain Merger Agreement (the “Darwin Merger Agreement”), dated as of November 15, 2022, by and
among Pagaya, Darwin Homes, Inc., a Delaware corporation (“Darwin”), DH Merger Sub Inc., a Delaware corporation and a direct, wholly owned subsidiary of Pagaya
(“Darwin Merger Sub”), and Shareholder Representative Services LLC, a Colorado limited liability company, acting solely in its capacity as the representative, agent and
attorney-in-fact of the stockholders of Darwin. On January 5, 2023, the following transactions occurred pursuant to the terms and conditions of the Darwin Merger
Agreement:

+ at the effective time of the merger (the “Darwin Effective Time”), Darwin Merger Sub merged with and into Darwin (the “Darwin Merger”), with Darwin
continuing as the surviving company after the Darwin Merger (“Darwin Surviving Company”), and, as a result of the Darwin Merger, the Darwin Surviving
Company became a direct, wholly owned subsidiary of Pagaya; and



+  at the Darwin Effective Time, preferred shares of Darwin’s capital stock (“Darwin Shares”) issued and outstanding prior to the Darwin Effective Time (other than
any Darwin Shares that were (i) subject to options or warrants, (ii) held in Darwin’s treasury or owned by Pagaya, Darwin Merger Sub or Darwin immediately
prior to the Darwin Effective Time or (iii) held by the equityholders of Darwin (the “Darwin Equityholders”) who perfected and did not withdraw a demand for
appraisal rights pursuant to the applicable provisions of Delaware General Corporation Law), were cancelled and automatically converted into the right to receive
Pagaya’s Class A Ordinary Shares, no par value (the “Class A Ordinary Shares”) such that, following the Darwin Effective Time, Pagaya issued approximately
18.2 million Class A Ordinary Shares and may issue an additional approximately 180,000 Class A Ordinary Shares to the Darwin Equityholders.

Reduction in Workforce

On January 18, 2023, we announced a reduction in workforce of approximately 20% of employees across our Israel and U.S. offices, as compared to our headcount as of
December 31, 2022. This reduction in workforce is expected to enable us to streamline our operations in the current market environment to achieve our near-to-medium term
growth priorities. The affected employees were notified on or before January 17, 2023, and all actions associated with the reduction were substantially completed in the first
quarter of 2023.

We expect that this reduction in workforce will result in approximately $30 million of annualized cost savings. We incurred a severance-related charge of approximately $4
million, consisting primarily of one-time separation payments, in the first quarter of 2023. We may also incur other charges, costs or cash expenditures not currently
contemplated due to events that may occur as a result of, or associated with, the reduction in workforce. See “Item 3.D.—Risk Factors—Our recent reduction in workforce,
announced on January 18, 2023, may not result in anticipated savings or operational efficiencies, could result in total costs and expenses that are greater than expected,
and could disrupt our business” in our Annual Report on Form 20-F.

Amended Letter Agreement

Pursuant to the Letter Agreement, dated June 1, 2020, we agreed to provide Radiance Star Pte. Ltd. (“Radiance”), an affiliate of GIC Private Limited, the right to purchase
up to a certain amount of qualified securities in certain offerings by us and to provide Radiance with notice of any fund offerings or securitization offerings. On March 19,
2023, we and Radiance agreed to extend the term of this letter agreement by three years (the “Amended Letter Agreement”) to June 1, 2028 on the same terms and amount,
including the issuance of 2,640,000 warrants to purchase the Class A Ordinary Shares at an exercise price of $0.01 that vest annually if certain investment thresholds by
Radiance are met. There were no other material changes to the existing terms of the letter agreement.

Series A Preferred Share Purchase Agreement

On April 14, 2023 we entered into a Preferred Share Purchase Agreement (the “Purchase Agreement”) with Oak HC/FT Partners V, L.P., Oak HC/FT Partners V-A, L.P. and
Oak HC/FT Partners V-B, L.P (together, the “Investor”) pursuant to which we agreed, subject to Shareholder Approval (as defined below), to issue and sell to the Investor
an aggregate of 60,000,000 Series A Preferred Shares, no par value (the “Series A Preferred Shares”), at a price of $1.25 per share (subject to applicable adjustment as
provided in the A&R Articles) (as defined below), for an aggregate purchase price of $75 million (the “Transaction”). Subject to shareholder approval of certain Amended
and Restated Articles of Association of Pagaya (the “A&R Articles”), the Series A Preferred Shares will have the rights and preferences set forth in the A&R Articles.
Pursuant to the A&R Articles, there are 80,000,000 authorized Series A Preferred Shares and we may issue and sell the balance of the authorized but unissued Series A
Preferred Shares from time to time in the future.

The Investor is affiliated with Oak HC/FT Partners II, L.P. (“Oak”), an entity that holds approximately 12% of the Class A Ordinary Shares and approximately 3% of the
voting power of Pagaya as of the date of the Purchase Agreement. Mr. Dan Petrozzo, a member of our board of directors (“Pagaya Board”) and the Audit Committee of the
Pagaya Board, is a partner at Oak. Following their review of applicable considerations pursuant to our policies and applicable Israeli law, the disinterested members of the
Audit Committee and of the Pagaya Board approved the Purchase Agreement and the exhibits, schedules and ancillary documents thereto, and the Pagaya Board
recommended to our shareholders to adopt the A&R Articles and approve the Transaction and the matters contemplated thereby.

Pursuant to the Purchase Agreement, we agreed to use commercially reasonable efforts to hold a meeting of shareholders (the “Shareholder Meeting”) as promptly as
reasonably practicable to obtain shareholder approval, including approval of the adoption of the A&R Articles as required by applicable Israeli law. On May 3, 2023, we
published a notice and proxy statement of a special general meeting of shareholders scheduled to take place on May 24, 2023, at which such shareholder approval was
obtained. On May 25, 2023, we completed the transaction.



In connection with the execution of the Purchase Agreement, Gal Krubiner, Avital Pardo and Yahav Yulzari, our three founders, entered into a voting agreement (the “Voting
Agreement”) with the Company, pursuant to which the founders agreed to vote at a meeting of the shareholders (i) in favor of (a) the adoption of the A&R Articles and (b)
any other matter reasonably necessary to the consummation of the Transaction and considered and voted upon by our shareholders, and (ii) against any action, proposal,
transaction or agreement that could reasonably be expected to impede, interfere with, delay, discourage, adversely affect or inhibit the timely consummation of the
Transaction.

The foregoing does not purport to be a complete description of the rights and obligations of the parties to the Purchase Agreement and is qualified in its entirety by reference
to the Purchase Agreement, a copy of which is attached as Exhibit 4.17 to our Annual Report on Form 20-F. The foregoing description of the terms pertaining to the Series
A Preferred Shares is not complete and is qualified in its entirety by reference to the A&R Articles, a copy of which is attached as an exhibit to the Purchase Agreement. The
foregoing description of the Voting Agreement is not complete and is qualified in its entirety by reference to the Voting Agreement, a copy of which is attached as Exhibit
4.18 to our Annual Report on Form 20-F. Also, see the Form 6-K filed with the SEC on April 20, 2023.

Emerging Growth Company Status

We qualify as an “emerging growth company,” as defined in Section 2(a) of the Securities Act of 1933, as amended (the “Securities Act”), as modified by the Jumpstart Our
Business Startups Act of 2012 (the “JOBS Act”). As such, we are eligible to take advantage of certain exemptions from various reporting requirements that are applicable to
other public companies that are not “emerging growth companies,” including, but not limited to, not being required to comply with the auditor attestation requirements of
Section 404 of the Sarbanes-Oxley Act of 2002 (the “Sarbanes-Oxley Act”), reduced disclosure obligations regarding executive compensation in our periodic reports and
proxy statements, and exemptions from the requirements of holding a non-binding advisory vote on executive compensation and shareholder approval of any golden
parachute payments not previously approved. If some investors find our securities less attractive as a result, there may be a less active trading market for our securities and
the prices of our securities may be more volatile.

Further, Section 102(b)(1) of the JOBS Act exempts emerging growth companies from being required to comply with new or revised financial accounting standards until
private companies (that is, those that have not had a Securities Act registration statement declared effective or do not have a class of securities registered under the Securities
Exchange Act of 1934, as amended (the “Exchange Act”)) are required to comply with the new or revised financial accounting standards. The JOBS Act provides that a
company can elect to opt out of the extended transition period and comply with the requirements that apply to non-emerging growth companies but any such election to opt
out is irrevocable. We have elected not to opt out of such extended transition period, which means that when a standard is issued or revised and it has different application
dates for public or private companies, we, as an emerging growth company, can adopt the new or revised standard at the time private companies adopt the new or revised
standard. This may make comparison of our financial statements with certain other public companies difficult or impossible because of the potential differences in
accounting standards used.

We will remain an emerging growth company until the earlier of: (i) the last day of the fiscal year (a) following the fifth anniversary of June 22, 2022, (b) in which we have
an annual total gross revenue of at least $1.235 billion, or (c) in which we are deemed to be a large accelerated filer, which means the market value of our ordinary equity
that is held by non-affiliates exceeds $700 million as of the last business day of the second fiscal quarter of such fiscal year; and (ii) the date on which we have issued more
than $1 billion in non-convertible debt securities during the prior three-year period. References herein to “emerging growth company” have the meaning associated with it in
the JOBS Act.

Foreign Private Issuer Exemptions

We report as a “foreign private issuer” under U.S. Securities and Exchange Commission rules. Consequently, we are subject to the reporting requirements under the
Exchange Act applicable to foreign private issuers. As a result, we are not required to file our annual report on Form 20-F until 120 days after the end of each fiscal year and
we will furnish reports on Form 6-K to the SEC regarding certain information required to be publicly disclosed by us in Israel or that is distributed or required to be
distributed by us to our shareholders. Based on our foreign private issuer status, we will not be required to (i) file periodic reports and financial statements with the SEC as
frequently or as promptly as a U.S. company whose securities are registered under the Exchange Act, (ii) comply with Regulation FD, which addresses certain restrictions
on the selective disclosure of material information or (iii) comply with SEC rules relating to proxy solicitation in connection with shareholder meetings and presentation of
shareholder proposals. In addition, among other matters, based on our foreign private issuer status, our officers, directors and principal shareholders will be exempt from the
reporting and “short-swing” profit recovery provisions of Section 16 of the Exchange Act and the rules under the Exchange Act with respect to their purchases and sales of
the Ordinary Shares.



Our Economic Model

Pagaya’s revenues are primarily derived from Network Volume. We define Network Volume as the gross dollar value of assets originated by our Partners! with the assistance
of our artificial intelligence (“AI”) technology and, with respect to single family residential real estate operations, the gross dollar value of services, which may include the
value of newly onboarded properties onto our Darwin platform. We generate revenue from network Al fees, contract fees, interest income and investment income. Revenue
from fees is comprised of network Al fees and contract fees. Network Al fees can be further broken down into two fee streams: Al integration fees and capital markets
execution fees.

We primarily earn Al integration fees for the creation, sourcing and delivery of the assets that comprise our Network Volume.

Capital markets execution and contract fees are primarily earned from investors. Multiple funding channels are utilized to enable the purchase of network assets from our
Partners, such as asset backed securitizations (“ABS”). Capital markets execution fees are primarily earned from the market pricing of ABS transactions while contract fees
are management, performance and similar fees.

Additionally, we earn interest income from our risk retention holdings and our corporate cash balances and investment income associated with our ownership interests in
certain Financing Vehicles and other proprietary investments.

We incur costs when Network Volume is acquired by the Financing Vehicles. These costs, which we refer to as “Production Costs,” compensate our Partners for acquiring
and originating assets. Accordingly, the amount and growth of our Production Costs are highly correlated to Network Volume.

Additionally, we have built what we believe to be a leading data science and Al organization that has enabled us to assist our Partners as they make decisions to extend
credit to consumers or for the identification and purchase of single-family residential properties. Headcount, technology overhead and research and development expenses
represent the significant portion of our expenses outside of Production Costs.

Key Factors Affecting Our Performance
Expanded Usage of Our Network by Our Existing Partners

Our Al technology enables certain Partners to convert a larger proportion of their application volume into originated loans, enabling them to expand their ecosystem and
generate incremental revenues. Our Partners have historically seen rapid scaling of origination volume on our network shortly after onboarding and the contribution of
Pagaya’s network to Partners’ total origination volume tends to increase over time.

Adoption of Our Network by Partners

We devote significant time to, and have a team that focuses on, onboarding and managing Partners to our network. We believe that our success in adding new Partners to our
network is driven by our distinctive value proposition: driving significant revenue uplift to our Partners at limited incremental cost or credit risk to the Partner. Our success
adding new Partners has contributed to our overall Network Volume growth and driven our ability to rapidly scale new asset classes. In 2022, we onboarded six new
Partners, including Klarna and Ally Financial. Approximately $520 million of Network Volume was generated by new Partners and channels on our network in the first half
of 2023.

Continued Improvements to Our Al Technology

We believe our historical growth has been significantly influenced by improvements to our Al technology, which are in turn driven both by the deepening of our proprietary
data network and the strengthening of our Al technology. As our existing Partners grow their usage of our network, new Partners join our network, and as we expand our
network into new asset classes, the value of our data asset increases. Our technology improvements thus benefit from a flywheel effect that is characteristic of Al
technology, in that improvements are derived from a continually increasing base of training data for our technology. We have found, and we expect to continue to
experience, that more data leads to more efficient pricing and greater Network Volume. Since inception, we have evaluated approximately $1.5 trillion in application
volume.

! “Partners” refers to financial institutions including, among others, banks, peer-to-peer lending networks, online marketplaces, non-bank finance companies, fintechs, financing intermediaries,
consumer product companies, brokers, agents and credit unions that have entered into arrangements to utilize Pagaya’s Al technology and network to assist them in creating and originating credit
and other assets that may be acquired by a Financing Vehicle.



In addition to the accumulation of data, we make improvements to our technology by leveraging the experience of our research and development specialists. Our research
team is central to accelerating the sophistication of our Al technology and expanding into new markets and use cases. We are reliant on these experts’ success in making
these improvements to our technology over time.

Availability of Funding from Investors

The availability of funding from investors is critical to our growth, as Financing Vehicles only acquire an asset if funding is available for that specific asset. We continue to
seek to diversify funding channels and counterparties as our business grows. Since the beginning of 2019, we have raised approximately $16 billion from investors, but the
availability of funding is not guaranteed and is subject to market conditions.

Performance of Assets Originated with the Assistance of Our AI Technology

The availability of funding from investors is a function of demand for consumer credit and residential real estate assets, as well as the performance of such assets originated
with the assistance of our Al technology and purchased by Financing Vehicles. Our Al technology and data-driven insights are designed to enable relative outperformance
versus the broader market. We believe that investors in Financing Vehicles view our Al technology as an important component in delivering assets that meet their investment
criteria. To the extent that assets acquired by the Financing Vehicles underperform investors’ expectations, the availability of funding may be adversely affected. See “Item
3.D.—Risk Factors—Risks Related to the Operations of Our Business” section in our Annual Report on Form 20-F.

Impact of Macroeconomic Cycles

We expect economic cycles to affect our financial performance and related metrics. Macroeconomic conditions, including, but not limited to rising interest rates, inflation,
supply chain disruptions, labor shortages, bank failures, U.S. deficit concerns, and the Russian invasion of Ukraine, may impact consumer demand for financial products,
our Partners’ ability to generate and convert customer application volume, as well as the availability of funding from our investors through the Financing Vehicles. The
recent rise in inflation may increase financing costs and adversely impact the ability of borrowers to service their debt, which could lead to deterioration of the credit
performance of loans and impact investor returns, and therefore may result in lower demand from investors for assets generated on our platform and lead to constraints on
our ability to fund new Network Volume. In addition, rising inflation may create an escalation in our operating costs, including employee compensation, financing costs, and
general corporate expenses, which could reduce our cash flow and operating income. As of the date of this report, we have not experienced material impacts to our business
performance from inflationary pressure. Higher interest rates often lead to higher payment obligations, which may reduce the ability of borrowers to remain current on their
obligations and therefore, lead to increased delinquencies, defaults, customer bankruptcies, charge-offs, and decreasing recoveries. Any impact to investor returns may lead
to an adverse impact on our earnings. The increased risk-free rate of return may impact investor demand for risk assets such as consumer credit, which may constrain our
ability to raise new funding for Network Volume. While our ability to raise new funding has not been materially impacted, the cost of capital has increased due to the higher
interest rate environment. We continue to closely monitor the invasion of Ukraine by Russia in February 2022 and its global impacts. While the outcome remains highly
uncertain, we do not believe the ongoing Russia-Ukraine conflict will have a material impact on our business and results of operation. However, if the Russia-Ukraine
conflict continues or worsens, leading to greater global economic disruptions and uncertainty, our business and results of operations could be materially impacted. Adverse
developments that affect financial institutions, transactional counterparties or other third parties, such as bank failures and protracted U.S. federal debt ceiling negotiations,
or concerns or speculation about any similar events or risks, could lead to credit downgrades and market-wide liquidity problems, which in turn may cause Partners and their
customers and other third parties to become unable to meet their obligations under various types of financial arrangements as well as general disruptions or instability in the
financial markets, which may adversely affect our business. A prolonged economic downturn may also adversely affect the performance of assets that Financing Vehicles
acquire from our network. At the same time, such events, including the COVID-19 pandemic or the inflationary environment, provide key data that we can utilize to
improve our Al technology, and they may also help to validate the outcomes our network drives for both Partners and investors. For a further discussion of uncertainties and
other factors that could impact our operating results, see “Item 3.D.—Risk Factors” section in our Annual Report on Form 20-F.

Key Operating Metrics
We collect and analyze operating and financial data of our business to assess our performance, formulate financial projections and make strategic decisions. In addition to

total revenues, net, operating income (loss), other measures under U.S. GAAP, and certain non-GAAP financial measures (see discussion and reconciliation herein titled
“Reconciliation of Non-GAAP Financial Measures.”) The following table sets forth a key operating metric we use to evaluate our business.



Three Months Ended June 30, Six Months Ended June 30,

2023 2022 % Change 2023 2022 % Change
($ in millions)
Network Volume $ 1,957 $ 1,947 05% $ 3,807 $ 3,597 5.8%

Network Volume

We believe the Network Volume metric to be a suitable proxy for our overall scale and reach, as we generate revenue primarily on the basis of Network Volume. Network
Volume is primarily driven by our relationships with our Partners, and we believe that this has benefited from continuous improvements to our Al technology, enabling our
network to more effectively identify assets for acquisition by the Financing Vehicles, thereby providing additional investment opportunities to investors. Network Volume is
comprised of assets across several asset classes, including personal loans, auto loans, residential real estate, credit card receivables and point of sale receivables.

Components of Results of Operations

Revenue

We generate revenue from network Al fees, contract fees, interest income and investment income. Network Al fees and contract fees are presented together as Revenue from
fees in the consolidated financial statements. Revenue from fees is recognized after applying the five-step model consistent with Financial Accounting Standards Board
Accounting Standards Codification (“ASC”) 606, “Revenue from Contracts with Consumers” (“ASC 606”).

Network Al fees. Network Al fees can be further broken down into two fee streams: Al integration fees and capital markets execution fees. We earn Al integration fees for
the creation, sourcing and delivery of the assets that comprise our Network Volume. Multiple funding channels are used to enable the purchase of network assets from our
Partners, such as ABS. Capital markets execution fees are earned from the market pricing of ABS transactions.

Contract fees. Contract fees primarily include administration and management fees, and performance fees. Administration and management fees are contracted upon the
establishment of Financing Vehicles and are earned and collected over their remaining lives. Performance fees are earned when certain Financing Vehicles exceed
contractual return hurdles and a significant reversal in the amount of cumulative revenue recognized is not expected to occur.

We also earn interest income from our risk retention holdings and cash balances and investment income associated with our ownership interests in certain Financing
Vehicles and other proprietary investments.

Costs and Operating Expenses

Costs and operating expenses consist of Production Costs, research and development expenses, sales and marketing expenses, and general and administrative expenses.
Salaries and personnel-related costs, including benefits, bonuses, share-based compensation, and outsourcing comprise a significant component of several of these expense
categories. A portion of our non-share-based compensation expense and, to a lesser extent, certain operating expenses (excluding Production Costs) are denominated in the
new Israeli shekel (“NIS™), which could result in variability in our operating expenses which are presented in U.S. Dollars.

Production Costs

Production Costs are primarily comprised of expenses incurred when Network Volume is transferred from Partners into Financing Vehicles, as our Partners are responsible

for marketing and customer interaction and facilitating the flow of additional application flow. Accordingly, the amount and growth of our Production Costs are highly
correlated to Network Volume. Additionally, but to a lesser extent, Production Costs also include expenses incurred to renovate single family residential real estate.

Research and Development

Research and development expenses primarily comprise costs associated with the maintenance and ongoing development of our network and Al technology, including
personnel, allocated costs, and other development-related expenses. Research and



development costs are expensed as incurred, net of amounts capitalized in accordance with our policy. We have invested and believe continued investments in research and
development are important to achieving our strategic objectives.

Sales and Marketing

Sales and marketing expenses, related to Partner onboarding, development, and relationship management, as well as investor and potential investor management, are
comprised primarily of salaries and personnel-related costs, as well as the costs of certain professional services, and allocated overhead. Sales and marketing expenses are
expensed as incurred. Sales and marketing expenses in absolute dollars may fluctuate from period to period based on the timing of our investments in our sales and
marketing functions. These investments may vary in scope and scale over future periods depending on our pipeline of new Partners and strategic investors.

General and Administrative

General and administrative expenses primarily comprise personnel-related costs for our executives, finance, legal and other administrative functions, professional fees for
external legal, accounting and other professional services and allocated overhead costs. General and administrative expenses are expensed as incurred.

Other Income (loss), net

Other Income (loss), net primarily consists of changes in the fair value of warrant liabilities and other non-recurring items, including a credit-related impairment loss on
investments in loans and securities.

Income Tax Expense

We account for taxes on income in accordance with ASC 740, “Income Taxes” (“ASC 740”). We are eligible for certain tax benefits in Israel under the Law for the
Encouragement of Capital Investments or the Investment Law at a reduced tax rate of 12%. Accordingly, as we generate taxable income in Israel, our effective tax rate is
expected to be lower than the standard corporate tax rate for Israeli companies, which is 23%. Our taxable income generated in the United States. or derived from other
sources in Israel which is not eligible for tax benefits will be subject to the regular corporate tax rate in their respective tax jurisdictions.

Net Income Attributable to Noncontrolling Interests

Net income attributable to noncontrolling interests in our consolidated statements of operations is a result of our investments in certain of our consolidated variable interest
entities (“VIEs”) and consists of the portion of the net income of these consolidated entities that is not attributable to us.



Results of Operations

The following table sets forth operating results for the periods indicated (in thousands, except share and per share data):

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022
Revenue

Revenue from fees $ 185,685 $ 163,302 $ 360,939 $ 321,627
Other Income

Interest income 10,193 17,252 20,590 29,461

Investment income (loss) (266) 995 721 995
Total Revenue and Other Income 195,612 181,549 382,250 352,083

Production costs 120,613 104,980 245,670 197,260

Research and development (1) 17,663 65,110 38,794 88,736

Sales and marketing (1) 14,558 50,604 28,858 63,650

General and administrative (1) 53,016 111,479 104,142 163,073

Total Costs and Operating Expenses 205,850 332,173 417,464 512,719
Operating Loss (10,238) (150,624) (35,214) (160,636)
Other income (loss), net (2) (16,895) 6,300 (83,875) 6,613
Loss Before Income Taxes (27,133) (144,324) (119,089) (154,023)
Income tax expense (2) 5,006 19,725 11,673 19,539
Net Loss (32,139) (164,049) (130,762) (173,562)
Less: Net income (loss) attributable to noncontrolling interests (842) 11,213 (38,494) 19,972
Net Loss Attributable to Pagaya Technologies Ltd. $ (31,297) $ (175,262) $ (92,268) $ (193,534)
Per share data:
Net loss attributable to Pagaya Technologies Ltd. shareholders $ (31,297) $ (175,262) $ (92,268) $ (193,534)
Less: Undistributed earnings allocated to participated securities — (5,531) — (12,205)
Net loss attributable to Pagaya Technologies Ltd. ordinary shareholders $ (31,297) $ (180,793) § (92,268) $ (205,739)
Net loss per share attributable to Pagaya Technologies Ltd.:

Basic and Diluted (3) $ (0.04) $ 0.7) $ (0.13) $ (0.89)
Non-GAAP adjusted net loss (4) $ 886 $ (18,648) $ (10,129) $ (14,542)
Non-GAAP adjusted net income (loss) per share:

Basic (3) $ 0.00 $ 0.07) $ (0.01) $ (0.06)

Diluted (3) $ 0.00 $ 0.07) $ (0.01) $ (0.06)
Weighted average shares outstanding (Class A and Class B):

Basic (3) 715,317,456 255,474,778 712,643,696 230,180,474

Diluted (3) 723,971,957 480,217,835 721,268,385 465,379,968

(1) The following table sets forth share-based compensation for the periods indicated below (in thousands):

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022
Research and development $ 2,990 $ 54,383 $ 5,448 $ 60,243
Sales and marketing 4,756 35,998 7,510 38,889
General and administrative 12,462 55,689 23,617 63,573
Total share-based compensation in operating expenses $ 20,208 $ 146,070 $ 36,575 $ 162,705




(2) Amounts for the three and six months ended June 30, 2022 include certain adjustments for the second quarter of 2022 relating to deferred tax assets and warrant liability,
which were not originally recorded as of and for the three and six months ended June 30, 2022.

(3) Prior period amounts have been retroactively adjusted to reflect the 1:186.9 stock split effected on June 22, 2022.

(4) See “Reconciliation of Non-GAAP Financial Measures.”

Comparison of Three Months Ended June 30, 2023 and 2022

Total Revenue and Other Income
Three Months Ended June 30,

2023 2022 Change % Change
(in thousands, except percentages)
Revenue from fees $ 185,685 $ 163,302 $ 22,383 14 %
Interest income 10,193 17,252 (7,059) 41)%
Investment income (loss) (266) 995 (1,261) (127)%
Total Revenue and Other Income $ 195,612 $ 181,549 $ 14,063 8 %

Total revenue and other income, increased by $14.1 million, or 8%, to $195.6 million for the three months ended June 30, 2023 from $181.5 million for the three months
ended June 30, 2022. The increase was primarily driven by an increase in revenue from fees, partially offset by decreases in interest income and investment income.

Revenue from fees increased by $22.4 million, or 14%, to $185.7 million for the three months ended June 30, 2023 from $163.3 million for the three months ended June 30,
2022. The increase was primarily due to a $28.1 million increase in Network AI fees, comprised of AI integration fees and capital markets execution fees, from $139.4
million for the three months ended June 30, 2022 to $167.5 million for the three months ended June 30, 2023. The increase in Network Al fees was primarily driven by a
favorable impact from Al integration fees earned from contractual fee arrangements with certain Partners which did not exist during three months ended June 30, 2022,
coupled with the growth in Network Volume, which increased by 0.5% from $1.9 billion for the three months ended June 30, 2022 to $2.0 billion for the three months ended
June 30, 2023. These increases were partially offset by a decrease in capital markets execution fees earned from our ABS transactions affected by tighter economic
environment during the three months ended June 30, 2023. Contract fees, comprised of administration and management fees, performances fees, and servicing fees,
decreased by $5.7 million from $23.9 million for the three months ended June 30, 2022 to $18.2 million for the three months ended June 30, 2023, reflecting a decline in net
asset values of the assets held by Financing Vehicles driven by higher interest rates and widening credit spreads.

Interest income decreased by $7.1 million, or 41%, to $10.2 million for the three months ended June 30, 2023 from $17.3 million for the three months ended June 30, 2022.
The decrease in interest income was directly related to our risk retention holdings and related securities held in our consolidated VIEs as well as certain risk retention
holdings held directly by our consolidated subsidiaries. The decrease in interest income was primarily the result of (1) maturation of high yielding risk retention assets and
(2) investments in vertical, lower yielding risk retention assets, as well as non-accrual status of certain impaired securities.

Investment income (loss) decreased from an income of $1.0 million for the three months ended June 30, 2022 to a loss of $0.3 million for the three months ended June 30,
2023, reflecting an unfavorable impact from the change in valuation of certain proprietary investments.

Costs and Operating Expenses



Three Months Ended June 30,

2023 2022
(in thousands)
Production costs $ 120,613 $ 104,980
Research and development 17,663 65,110
Sales and marketing 14,558 50,604
General and administrative 53,016 111,479
Total Costs and Operating Expenses $ 205,850 $ 332,173
Production Costs
Three Months Ended June 30,
2023 2022 Change % Change
(in thousands, except percentages)

Production costs $ 120,613 $ 104,980 $ 15,633 15 %

Production costs increased by $15.6 million, or 15%, to $120.6 million for the three months ended June 30, 2023 from $105.0 million for the three months ended June 30,
2022. This increase was primarily due to increases in Network Volume and the composition of the asset classes that make up our Network Volume, as well as new Partners
joining our network.

Research and Development
Three Months Ended June 30,

2023 2022 Change % Change
(in thousands, except percentages)
Research and development $ 17,663 $ 65,110 $ (47,447) (73)%

Research and development costs in the three months ended June 30, 2023 decreased $47.4 million, or 73%, compared to the same period in 2022. The decrease was
primarily driven by a $48.6 million decrease in compensation expenses, including a $51.4 million decrease in share-based compensation due to the absence of the
acceleration of vesting of certain performance awards which occurred upon the completion of the merger with EJF Acquisition Corp during the three months ended June 30,
2022 and a decreased headcount. This decrease was partially offset by a $1.1 million increase in overhead allocation and other miscellaneous costs.

Sales and Marketing
Three Months Ended June 30,
2023 2022 Change % Change
(in thousands, except percentages)
Sales and marketing $ 14,558 $ 50,604 $ (36,046) (71)%

Sales and marketing costs in the three months ended June 30, 2023 decreased $36.0 million, or 71%, compared to the same period in 2022. The decrease was primarily
attributable to a $35.6 million decrease in compensation expenses, including a $31.2 million decrease in shared-based compensation due to the absence of the acceleration of
vesting of certain performance awards which occurred upon the completion of the merger with EJF Acquisition Corp during the three months ended June 30, 2022 and a
decreased headcount.

General and Administrative
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Three Months Ended June 30,
2023 2022 Change % Change
(in thousands, except percentages)
General and administrative $ 53,016 $ 111,479 $ (58,463) (52)%

General and administrative costs in the three months ended June 30, 2023 decreased $58.5 million, or 52%, compared to the same period in 2022. Excluding Darwin’s
contribution of $7.9 million for the 2023 period, general and administrative costs decreased $66.4 million for the three months ended June 30, 2023, primarily driven by a
$50.4 million decrease in compensation expenses, including a $43.2 million decrease in shared-based compensation due to the absence of the acceleration of vesting of
certain performance awards which occurred upon the completion of the merger with EJF Acquisition Corp during the three months ended June 30, 2022 and a decreased
headcount. Also contributing to the decrease was a $14.1 million decrease in expenses related to the public company readiness, legal and other professional services. These
decreases were partially offset by a $4.4 million increase in overhead allocation and other miscellaneous costs.

Other Income (Loss), net
Three Months Ended June 30,

2023 2022 Change % Change
(in thousands, except percentages)
Other income (loss), net $ (16,895) $ 6,300 $ (23,195) (368)%

Other income (loss), net changed from income of $6.3 million for the three months ended June 30, 2022 to a loss of $16.9 million for the three months ended June 30, 2023.
The change of $23.2 million was primarily due to a $9.5 million unfavorable impact from the changes in fair value remeasurement of warrants, a $8.7 million credit-related
impairment loss on certain investments during the three months ended June 30, 2023, and higher interest expenses of $4.0 million due to higher interest rates and increased
borrowings to support business growth. We are not exposed economically to a significant portion of the credit-related impairment as certain investments are held within
consolidated VIEs. For further information, please see “—Net Income (Loss) Attributable to Noncontrolling Interests.”

Income Tax Expense
Three Months Ended June 30,

2023 2022 Change % Change
(in thousands, except percentages)
Income tax expense $ 5006 $ 19,725 $ (14,719) (75)%

Income tax expense in the three months ended June 30, 2023 decreased $14.7 million compared to the same period in 2022. The decrease was primarily driven by
geographical mix of taxable net income.

Net Income (Loss) Attributable to Noncontrolling Interests
Three Months Ended June 30,
2023 2022 Change % Change
(in thousands, except percentages)
Net income (loss) attributable to noncontrolling interests $ 842) $ 11,213  $ (12,055) (108)%

Net Income (loss) attributable to noncontrolling interests in the three months ended June 30, 2023 decreased $12.1 million, or 108%, compared to the same period in 2022.
The decrease was driven by the net loss generated by our consolidated VIEs associated with our risk retention holdings. This amount represented the net income (loss) of the
consolidated VIEs to which we had no economic right and was the result of interest income of $4.2 million generated from risk retention holdings offset by the credit-related
impairment loss of $5.1 million on the same risk retention holdings.
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Comparison of Six Months Ended June 30, 2023 and 2022

Total Revenue and Other Income
Six Months Ended June 30,

2023 2022 Change % Change
(in thousands, except percentages)
Revenue from fees $ 360,939 $ 321,627 $ 39,312 12 %
Interest income 20,590 29,461 (8,871) (30)%
Investment income 721 995 (274) (28)%
Total Revenue and Other Income $ 382,250 $ 352,083 $ 30,167 9%

Total revenue and other income, increased by $30.2 million, or 9%, to $382.2 million for the six months ended June 30, 2023 from $352.1 million for the six months ended
June 30, 2022. The increase was primarily driven by an increase in revenue from fees, partially offset by decreases in interest income and investment income.

Revenue from fees increased by $39.3 million, or 12%, to $360.9 million for the six months ended June 30, 2023 from $321.6 million for the six months ended June 30,
2022. The increase was primarily due to a $41.3 million increase in Network Al fees, comprised of AI integration fees and capital markets execution fees, from $280.2
million for the six months ended June 30, 2022 to $321.5 million for the six months ended June 30, 2023. The increase in Network AI fees was primarily driven by a
favorable impact from Al integration fees earned from contractual fee arrangements with certain Partners which did not exist during six months ended June 30, 2022,
coupled with the growth in Network Volume, which increased by 6% from $3.6 billion for the six months ended June 30, 2022 to $3.8 billion for the six months ended June
30, 2023. These increases were partially offset by a decrease in capital markets execution fees earned from our ABS transactions affected by tighter economic environment
during the six months ended June 30, 2023. Contract fees, comprised of administration and management fees, performances fees, and servicing fees, decreased by
$2.0 million from $41.4 million for the six months ended June 30, 2022 to $39.4 million for the six months ended June 30, 2023, reflecting a decline in net asset values of
the assets held by Financing Vehicles driven by higher interest rates and widening credit spreads.

Interest income decreased by $8.9 million, or 30%, to $20.6 million for the six months ended June 30, 2023 from $29.5 million for the six months ended June 30, 2022. The
decrease in interest income was directly related to our risk retention holdings and related securities held in our consolidated VIEs as well as certain risk retention holdings
held directly by our consolidated subsidiaries. The decrease in interest income was primarily the result of (1) maturation of high yielding risk retention assets and (2)
investments in vertical, lower yielding risk retention assets, as well as non-accrual status of certain impaired securities.

Investment income decreased by $0.3 million to $0.7 million for the six months ended June 30, 2023 from $1.0 million for six months ended June 30, 2022, reflecting an
unfavorable impact from the change in valuation of certain proprietary investments.

Costs and Operating Expenses
Six Months Ended June 30,

2023 2022
(in thousands)
Production costs $ 245670 $ 197,260
Research and development 38,794 88,736
Sales and marketing 28,858 63,650
General and administrative 104,142 163,073
Total Costs and Operating Expenses $ 417,464 $ 512,719
Production Costs
Six Months Ended June 30,
2023 2022 Change % Change

(in thousands, except percentages)
Production costs $ 245,670 $ 197,260 $ 48,410 25 %
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Production costs increased by $48.4 million, or 25%, to $245.7 million for the six months ended June 30, 2023 from $197.3 million for the six months ended June 30, 2022.
This increase was primarily due to increases in Network Volume and the composition of the asset classes that make up our Network Volume.

Research and Development
Six Months Ended June 30,

2023 2022 Change % Change
(in thousands, except percentages)
Research and development $ 38,794 $ 88,736 $ (49,942) (56)%

Research and development costs in the six months ended June 30, 2023 decreased $49.9 million, or 56%, compared to the same period in 2022. Excluding Darwin’s
contribution of $1.8 million for the 2023 period, research and development costs decreased $51.7 million for the six months ended June 30, 2023, primarily driven by a
$56.1 million decrease in compensation expenses, including a $54.8 million decrease in share-based compensation due to the absence of the acceleration of vesting of
certain performance awards which occurred upon the completion of the merger with EJF Acquisition Corp during the six months ended June 30, 2022 and a decreased
headcount. This decrease was partially offset by a $4.4 million increase in overhead allocation and other miscellaneous costs.

Sales and Marketing
Six Months Ended June 30,

2023 2022 Change % Change
(in thousands, except percentages)
Sales and marketing $ 28,858 $ 63,650 $ (34,792) (55)%

Sales and marketing costs in the six months ended June 30, 2023 decreased by $34.8 million, or 55%, compared to the same period in 2022. This decrease was primarily due
to a $34.1 million decrease in compensation expenses, including a $31.4 million decrease in shared-based compensation due to the absence of the acceleration of vesting of
certain performance awards which occurred upon the completion of the merger with EJF Acquisition Corp during the three months ended June 30, 2022 and a decreased
headcount.

General and Administrative
Six Months Ended June 30,
2023 2022 Change % Change
(in thousands, except percentages)
General and administrative $ 104,142 $ 163,073 $ (58,931) (36)%

General and administrative costs in the six months ended June 30, 2023 decreased by $58.9 million, or 36%, compared to the same period in 2022. Excluding Darwin’s
contribution of $13.1 million for the 2023 period, general and administrative costs decreased $72.0 million for the six months ended June 30, 2023, primarily driven by a
$46.6 million decrease in compensation expenses, including a $40.0 million decrease in share-based compensation due to the absence of the acceleration of vesting of
certain performance awards which occurred upon the completion of the merger with EJF Acquisition Corp during the three months ended June 30, 2022 and a decreased
headcount. Also contributing to the decrease was a $24.6 million decrease in expenses related to the public company readiness, legal and other business-related professional
services.

Other Income (Loss), net
Six Months Ended June 30,

2023 2022 Change % Change
(in thousands, except percentages)
Other income (loss), net $ (83,875) $ 6,613 $ (90,488) (1368)%

Other income (loss), net changed from income of $6.6 million for the six months ended June 30, 2022 to a loss of $83.9 million for the six months ended June 30, 2023. The
change of $90.5 million was primarily due to a $74.3 million credit-related impairment loss on certain investments during the six months ended June 30, 2023, a
$8.8 million unfavorable impact from the
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changes in fair value remeasurement of warrants, and higher interest expenses of $6.8 million due to higher interest rates and increased borrowings to support business
growth. We are not exposed economically to a significant portion of the credit-related impairment as certain investments are held within consolidated VIEs. For further
information, please see “—Net Income (Loss) Attributable to Noncontrolling Interests.”

Income Tax Expense (Benefit)
Six Months Ended June 30,
2023 2022 Change % Change

(in thousands, except percentages)
Income tax expense $ 11,673 $ 19,539 $ (7,866) (40)%

Income tax expense decreased by $7.9 million, or 40%, to $11.7 million for the six months ended June 30, 2023 from $19.5 million for the six months ended June 30, 2022.
The decrease was primarily driven by geographical mix of taxable net income.

Net Income Attributable to Noncontrolling Interests
Six Months Ended June 30,
2023 2022 Change % Change
(in thousands, except percentages)
Net income (loss) attributable to noncontrolling interests $ (38,494) $ 19,972 $ (58,466) (293)%

Net Income (loss) attributable to noncontrolling interests in the six months ended June 30, 2023 decreased by $58.5 million, or 293%, compared to the same period in 2022.
The decrease was driven by the net loss generated by our consolidated VIEs associated with our risk retention holdings. This amount represented the net income (loss) of the
consolidated VIEs to which we had no economic right and was the result of interest income of $8.5 million generated from risk retention holdings offset by the credit-related
impairment loss of $47 million on the same risk retention holdings.

Reconciliation of Non-GAAP Financial Measures

To supplement our consolidated financial statements prepared and presented in accordance with U.S. GAAP, we use the non-GAAP financial measures Adjusted Net Income
(Loss) and Adjusted EBITDA to provide investors with additional information about our financial performance and to enhance the overall understanding of the results of
operations by highlighting the results from ongoing operations and the underlying profitability of our business. We are presenting these non-GAAP financial measures
because we believe they provide an additional tool for investors to use in comparing our core financial performance over multiple periods with the performance of other
companies.

However, non-GAAP financial measures have limitations in their usefulness to investors because they have no standardized meaning prescribed by U.S. GAAP and are not
prepared under any comprehensive set of accounting rules or principles. In addition, non-GAAP financial measures may be calculated differently from, and therefore may
not be directly comparable to, similarly titled measures used by other companies. As a result, non-GAAP financial measures should be viewed as supplementing, and not as
an alternative or substitute for, our consolidated financial statements prepared and presented in accordance with U.S. GAAP.

To address these limitations, we provide a reconciliation of Adjusted Net Income (Loss) and Adjusted EBITDA to net income (loss) attributable to our shareholders. We
encourage investors and others to review our financial information in its entirety, not to rely on any single financial measure and to view Adjusted Net Income (Loss) and
Adjusted EBITDA in conjunction with their respective related U.S. GAAP financial measures.

Adjusted Net Income (Loss) and Adjusted EBITDA

Adjusted Net Income (Loss) and Adjusted EBITDA for the three and six months ended June 30, 2023 and 2022 are summarized below (in thousands):
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Three Months Ended June 30, Six Months Ended June 30,

2023 2022 2023 2022
Adjusted Net Income (Loss) $ 886 $ (18,648) $ (10,129) $ (14,542)
Adjusted EBITDA $ 17,494 $ 4925 $ 19,542 $ 9,322

Adjusted Net Income (Loss) is defined as net income (loss) attributable to our shareholders excluding share-based compensation expense, change in fair value of warrant
liability, impairment, including credit-related charges, restructuring expenses, transaction-related expenses, and non-recurring expenses associated with mergers and
acquisitions. Adjusted EBITDA is defined as net income (loss) attributable to our shareholders excluding share-based compensation expense, change in fair value of warrant
liability, impairment, including credit-related charges, restructuring expenses, transaction-related expenses, non-recurring expenses associated with mergers and acquisitions,
interest expense, depreciation expense, and provision (and benefit from) for income taxes.

These items are excluded from our Adjusted Net Income (Loss) and Adjusted EBITDA measures because they are noncash in nature, or because the amount and timing of
these items is unpredictable, is not driven by core results of operations and renders comparisons with prior periods and competitors less meaningful.

We believe Adjusted Net Income (Loss) and Adjusted EBITDA provide useful information to investors and others in understanding and evaluating our results of operations,
as well as providing a useful measure for period-to-period comparisons of our business performance. Moreover, we have included Adjusted Net Income (Loss) and Adjusted
EBITDA in this report because these are key measurements used by our management internally to make operating decisions, including those related to operating expenses,
evaluate performance, and perform strategic planning and annual budgeting. However, this non-GAAP financial information is presented for supplemental informational
purposes only, should not be considered a substitute for or superior to financial information presented in accordance with U.S. GAAP and may be different from similarly
titled non-GAAP financial measures used by other companies.

The following table presents a reconciliation of net income (loss) attributable to Pagaya shareholders, the most directly comparable U.S. GAAP measure, to Adjusted Net
Income (Loss) and Adjusted EBITDA (in thousands):

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022

Net Loss Attributable to Pagaya Technologies Ltd. $ (31,297) $ (175,262) $ (92,268) $ (193,534)
Adjusted to exclude the following:

Share-based compensation 20,208 146,070 36,575 162,705
Fair value adjustment to warrant liability 2,625 (6,878) 2,435 (6,409)
Impairment loss on certain investments 4,236 — 30,648 —
Write-off of capitalized software 106 — 1,630 —
Restructuring expenses 1,146 — 4,966 —
Transaction-related expenses 2,025 — 2,025 —
Non-recurring expenses 1,837 17,422 3,860 22,696
Adjusted Net Income (Loss) $ 886 $ (18,648) $ (10,129) $ (14,542)
Adjusted to exclude the following:

Interest expenses 7,134 3,177 10,014 3,177
Provision for income tax 5,006 19,725 11,673 19,539
Depreciation and amortization 4,468 671 7,984 1,148
Adjusted EBITDA $ 17,494 $ 4,925 $ 19,542  $ 9,322

Liquidity and Capital Resources

During the six months ended June 30, 2023 and 2022, we incurred net losses attributable to shareholders of $92.3 million and $193.5 million, respectively. We had $506.5
million and $414.2 million of accumulated deficit as of June 30, 2023 and December 31, 2022, respectively. Prior to the merger of Rigel Merger Sub Inc., a Cayman Islands
exempted company and a
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wholly-owned subsidiary of Pagaya, and EJF Acquisition Corp. (“EJFA”), a Cayman Islands exempted company (the “EJFA Merger”) and PIPE investment, we financed
our operating and capital needs substantially through private sales of equity securities.

As of June 30, 2023 and December 31, 2022, the principal sources of liquidity were cash, cash equivalents and restricted cash of $331.4 million and $337.1 million,
respectively. As of June 30, 2023, shareholders’ equity related to Pagaya was approximately $523.2 million.

Our primary requirements for liquidity and capital resources are to finance risk retention requirements and related securities, invest in research and development and to
attract, recruit and retain a strong employee base, as well as to fund potential strategic transactions, including acquisitions. We intend to continue to make strategic
investments to support our business plans.

We expect capital expenditures for fiscal year 2023 to be in line with our prior year spend. Excluding any proceeds from the exercise of public warrants or private placement
warrants, we believe that our existing cash and cash equivalents, including the net proceeds in connection with the EJFA Merger and the private placement of Series A
Preferred Shares, will be sufficient to meet our working capital and capital expenditure requirements for at least the next 12 months. This estimate is based on our current
business plan and expectations and assumptions in light of current macroeconomic conditions. We have based these estimates on assumptions that may prove to be wrong
and could use our available capital resources sooner than we currently expect, and future capital requirements and the adequacy of available funds will depend on many
factors, including those described below as well as in “Item 3.D.—Risk Factors” in our Annual Report on Form 20-F.

There are numerous risks to our financial results, liquidity and capital raising, some of which may not be quantified in our current estimates. The principal factors that could
impact liquidity and capital needs are a prolonged inability to adequately access funding in the capital markets or in bilateral agreements, including as a result of
macroeconomic conditions such as rising interest rates and higher cost of capital, the timing and extent of spending to support development efforts, the expansion of sales
and marketing activities, the introduction of new and enhanced products and the continuing market adoption of our network.

We expect to finance our cash needs and fund our operations through existing cash and cash equivalents. We also have the ability to raise additional capital, including
through borrowings under the Revolving Credit Facility pursuant to which we can borrow up to $167.5 million (see further description of the Revolving Credit Facility
below in the section titled “Credit Facility”) or through the sale or issuance of equity or debt securities, including the issuance of up to 40,139,607 shares and not to exceed
$300 million pursuant to the committed equity financing with B. Riley Principal Capital II, subject to certain limitations and conditions as described below in the section
titled “The Committed Equity Financing,” as well as the issuance of up to an additional 20 million Series A Preferred Shares. The ownership interest of our shareholders will
be, or could be, diluted as a result of sales or issuances of equity or debt securities, and the terms of any such securities may include liquidation or other preferences that
adversely affect the rights of our shareholders of Class A Ordinary Shares. We intend to support our liquidity and capital position by pursuing diversified sources of funding,
including debt financing, equity financing, or new securitization vehicles, to provide committed liquidity in case of prolonged market uncertainty.

Additional debt financing, such as secured or unsecured borrowings, credit facilities or corporate bonds, and equity financing, if available, may involve agreements that
include covenants limiting or restricting our ability to take specific actions, such as incurring additional debt, making capital expenditures or declaring dividends. Our future
capital requirements and the adequacy of available funds will depend on many factors, including those set forth in “Item 3.D.—Risk Factors” in our Annual Report on Form
20-F.

In addition, we will receive the proceeds from any exercise of any public warrants and private placement warrants in cash. Each public warrant and each private placement
warrant that was issued and exchanged for each private placement warrants of EJFA entitling the holder to purchase one Class A ordinary share of EJFA per warrant (the
“EJFA Private Placement Warrant”) in the EJFA Merger entitles the holder thereof to purchase one Class A Ordinary Share at a price of $11.50 per share. The aggregate
amount of proceeds could be up to $169.6 million if all such warrants are exercised for cash. We expect to use any such proceeds for general corporate and working capital
purposes, which would increase our liquidity, but do not need such proceeds to fund our operations.

As of August 11, 2023, the price of our Class A Ordinary Shares was $2.65 per share. We believe the likelihood that warrant holders will exercise their public warrants and
private placement warrants that were issued and exchanged for EJFA Private Placement Warrants in the EJFA Merger, and therefore the amount of cash proceeds that we
would receive, is dependent upon the market price of Class A Ordinary Shares. If the market price for our Class A Ordinary Shares is less than $11.50 per share, we believe
warrant holders will be unlikely to exercise on a cash basis their public warrants and private placement warrants that were issued and exchanged for EJFA Private Placement
Warrants in the EJFA Merger. To the extent the public warrants and private placement warrants are exercised by warrant holders, ownership interest of our shareholders will
be diluted as a result of such issuances. Moreover, the resale of Class A Ordinary Shares issuable upon the exercise of such warrants, or the perception of such sales, may
cause the market price of our Class A Ordinary Shares to decline and impact our ability to raise additional financing
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on favorable terms. See “Item 3.D.—Risk Factors—We may need to raise additional funds in the future, including, but not limited to, through equity, debt, or convertible
debt financings, to support business growth, and those funds may be unavailable on acceptable terms, or at all. As a result, we may be unable to meet our future capital
requirements, which could limit our ability to grow and jeopardize our ability to continue our business” and “Item 3.D.—Risk Factors—Risks Related to Ownership of our
Class A Ordinary Shares and Warrants” in our Annual Report on Form 20-F.

‘We may, in the future, enter into arrangements to acquire or invest in complementary businesses, products, and technologies. We may be required to seek additional equity
or debt financing related to such acquisitions or investments. In the event that we pursue additional financing, we may not be able to raise such financing on terms
acceptable to us or at all. Additionally, as a result of any of these actions, we may be subject to restrictions and covenants in the agreements governing these transactions that
may place limitations on us and we may be required to pledge collateral as security. If we are unable to raise additional capital or generate cash flows necessary to expand
operations and invest in continued innovation, we may not be able to compete successfully, which would harm our business, operations and financial condition. It is also
possible that the actual outcome of one or more of our plans could be materially different than expected or that one or more of the significant judgments or estimates could
prove to be materially incorrect.

The Committed Equity Financing

On August 17, 2022, we entered into an Ordinary Shares Purchase Agreement (the “Equity Financing Purchase Agreement”) and a registration rights agreement (the
“Equity Financing Registration Rights Agreement”) with B. Riley Principal Capital II, LLC (“B. Riley Principal Capital II”). Pursuant to the Equity Financing Purchase
Agreement, we have the right to sell to B. Riley Principal Capital IT up to $300 million of our Class A Ordinary Shares, subject to certain limitations and conditions set forth
in the Equity Financing Purchase Agreement, from time to time during the 24-month term of the Equity Financing Purchase Agreement. Sales of our Class A Ordinary
Shares pursuant to the Equity Financing Purchase Agreement, and the timing of any sales, are solely at our option, and we are under no obligation to sell any securities to B.
Riley Principal Capital II under the Equity Financing Purchase Agreement. For any such sales, we must timely deliver a written purchase notice to B. Riley Principal Capital
II pursuant to the Equity Financial Purchase Agreement on a trading day (each a “Purchase Date”) and the following conditions must be met: (i) the closing sale price of our
Class A Ordinary Shares on the trading day immediately prior to the Purchase Date is not less than the threshold price of $1.00 (subject to adjustment as set forth in the
Equity Financing Purchase Agreement) and (ii) all of our Class A Ordinary Shares subject to all prior purchases under the Equity Financing Purchase Agreement and all
prior intraday purchases effected by us under the Equity Financing Purchase Agreement have been received by B. Riley Principal Capital II prior to the time we deliver such
notice to B. Riley Principal Capital II.

The per share purchase price for the shares of Class A Ordinary Shares that we elect to sell to B. Riley Principal Capital II pursuant to the Equity Financing Purchase
Agreement, if any, will be determined by reference to the VWAP as defined within the Equity Financing Purchase Agreement, less a fixed 3% discount the VWAP for such
Purchase Valuation Period (as defined in the Equity Financing Purchase Agreement). We cannot issue to B. Riley Principal Capital II more than 40,139,607 shares of Class
A Ordinary Shares, which number of shares is approximately 9% of outstanding Class A Ordinary Shares immediately prior to the execution of the Equity Financing
Purchase Agreement.

The net proceeds under the Equity Financing Purchase Agreement to us will depend on the frequency and prices at which we sell shares of our stock to B. Riley Principal
Capital II.

As consideration for B. Riley Principal Capital II’s commitment to purchase shares of Class A Ordinary Shares at our direction upon the terms and subject to the conditions
set forth in the Equity Financing Purchase Agreement, upon execution of the Equity Financing Purchase Agreement, we issued 46,536 shares of Class A Ordinary Shares to
B. Riley Principal Capital II. Expense of $1 million related to these shares was recognized within other income (loss), net in our consolidated statements of operations for
the year ended December 31, 2022. As of June 30, 2023, we have not sold any Class A Ordinary Shares to B. Riley Principal Capital II under the Equity Financing Purchase
Agreement.

The Equity Financing Purchase Agreement and the Equity Financing Registration Rights Agreement contain customary representations, warranties, conditions and
indemnification obligations of the parties. Copies of the agreements have been filed as exhibits to our Annual Report on Form 20-F.

Series A Preferred Share Purchase Agreement
On April 14, 2023, we entered into a securities purchase agreement with Oak HC/FT Partners V, L.P., Oak HC/FT Partners V-A, L.P. and Oak HC/FT Partners V-B, L.P to

purchase 60 million Series A Preferred Shares for an aggregate purchase price of $75 million. On May 25, 2023, we completed the transaction. In connection with the
transaction, shareholders approved the A&R Articles, which provide the rights and preferences of the Series A Preferred Shares. Pursuant to the A&R Articles, there are 80
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million authorized Series A Preferred Shares and we may issue and sell the balance of the authorized but unissued Series A Preferred Shares from time to time in the future.
See the section titled “Series A Preferred Share Purchase Agreement” for additional information.

Future Capital Requirements

During the normal course of business, we enter into certain lease contracts with lease terms through 2032. As of June 30, 2023, the total remaining non-cancellable
contractual obligations are approximately $63.8 million.

Cash Flow

The following table presents summarized consolidated cash flow information for the periods presented (in thousands):

Six Months Ended June 30,

2023 2022
Net cash used in operating activities $ (25,513) $ (25,640)
Net cash used in investing activities $ (190,867) $ (104,041)
Net cash provided by financing activities $ 213,359 $ 354,854

Operating Activities

Net cash used in operating activities during the six months ended June 30, 2023 decreased $0.1 million, or 0%, compared to the same period in 2022, due to a $42.8 million
decrease in net loss including noncontrolling interests, partially offset by a $30.3 million decrease in non-cash items and a $12.4 million decrease in operating assets and
liabilities.

Investing Activities

Net cash used in investing activities during the six months ended June 30, 2023 increased $86.8 million, or 83%, compared to the same period in 2022. The increase was due
to a $77.8 million increase in the purchase of investments in loans and securities, net of proceeds received from existing investments, and a $8.8 million increase in the
purchase of property and equipment, which includes costs capitalized for the development of software.

Financing Activities

Net cash provided by financing activities during the six months ended June 30, 2023 decreased $141.5 million, or 40%, compared to the same period in 2022. The decrease
was primarily due to proceeds from the issuance of ordinary shares as part of the EJFA Merger and related PIPE investment during the prior period not recurring, and a $9.4
million decrease from secured borrowing, net of repayments. These decreases were partially offset by a $75.0 million increase in proceeds from revolving credit facility, net
of repayments, $74.3 million of proceeds from the issuance of Series A Preferred Shares in the six months ended June 30, 2023, and an increase of $10.2 million in proceeds
from noncontrolling interests, net of distributions.

Indebtedness
Credit Facility

On September 2, 2022, we entered into that certain Senior Secured Revolving Credit Agreement (the “Credit Agreement”) by and among Pagaya, as the borrower, the
lenders from time to time party thereto and Silicon Valley Bank (“SVB”), as administrative agent and collateral agent, which provides for a 3-year senior secured revolving
credit facility (the “Revolving Credit Facility”) in an initial principal amount of $167.5 million, which includes a sub-limit for letters of credit in an initial aggregate
principal amount of $50.0 million, of which up to a U.S. dollar equivalent of $20.0 million may be issued in NIS.

Proceeds of borrowings under the Revolving Credit Facility may be used to finance our ongoing working capital needs, permitted acquisitions or for general corporate
purposes of us and our subsidiaries.

Borrowings under the Revolving Credit Facility bear interest at a rate per annum equal to either (i) a base rate (determined based on the prime rate and subject to a 1.00%
floor) plus a margin of 1.75% or (ii) an adjusted term Secured Overnight Financing Rate (subject to a 0.00% floor) plus a margin of 2.75%. A commitment fee accrues on
any unused portion of the commitments under
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the Revolving Credit Facility at a rate per annum of 0.25% and is payable quarterly in arrears. We may voluntarily prepay borrowings under the Revolving Credit Facility at
any time and from time to time without premium or penalty, subject only to the payment of customary “breakage” costs. No amortization payments are required to be made
in respect of borrowings under the Revolving Credit Facility.

Our obligations under the Credit Agreement are guaranteed by certain of our material, wholly-owned subsidiaries (collectively, the “Guarantors”) and are secured by a first
priority lien on substantially all assets of us and the Guarantors, subject to certain customary exceptions.

The Credit Agreement contains customary negative covenants, which include, among other things, limitations on the ability of us and our consolidated subsidiaries to incur
indebtedness, grant liens, engage in certain fundamental changes, make certain dispositions and investments, enter into sale and leaseback transactions and make restricted
payments and other distributions. The Credit Agreement contains the following financial maintenance covenants, which will be tested on the last day of each fiscal quarter,
commencing with the fiscal quarter ending September 30, 2022: (i) a minimum Consolidated Adjusted Quick Ratio (as defined in the Credit Agreement) of 1.25:1.00 and
(ii) Consolidated Total Revenue (as defined in the Credit Agreement) not less than the amounts set forth in the Credit Agreement. The Credit Agreement also includes
affirmative covenants customary for a credit facility of its type, including customary reporting covenants.

The Credit Agreement includes events of default related to, among other things, failure to pay amounts due under the Credit Agreement, breaches of representations,
warranties or covenants, defaults under other material indebtedness, certain events of bankruptcy or insolvency, material judgment defaults and change of control, in each
case, subject to customary cure periods where appropriate.

As of June 30, 2023, we had $90.0 million drawn, letters of credit issued in the amount of $12.3 million, and $65.2 million of remaining borrowing capacity available under
the Revolving Credit Facility. As of June 30, 2023, we are in compliance with all covenants.

On March 10, 2023, SVB was closed by the California Department of Financial Protection and Innovation, and the Federal Deposit Insurance Corporation (“FDIC”) has
been appointed as a receiver. On March 14, 2023, the FDIC announced that substantially all third-party contracts previously entered into by SVB, including the Credit
Agreement, have been transferred to Silicon Valley Bridge Bank, National Association (“SVBBNA”) and that SVBBNA has assumed all obligations of SVB under those
contracts.

Additionally, we held a total of approximately $15 million at SVB as of December 31, 2022, which represented approximately 5% of our cash and cash equivalents balance
as of December 31, 2022. On March 14, 2023, our deposits with SVB were withdrawn and deposited in accounts at other banks where we hold our primary banking
relationships.

In addition to being the administrative agent and collateral agent, SVB was the lead lender for the Revolving Credit Facility and Receivables Facility. With regard to our
Revolving Credit Facility, we continue to have access and, on March 10, 2023, to ensure the facility was still operational, we submitted a draw request which was
successfully funded on March 15, 2023. The Receivables Facility was unaffected.

We continue to believe that our existing cash and cash equivalents balance and cash flow from operations will be sufficient to meet our working capital, capital expenditures,
and cash requirements from known contractual obligations for at least the next twelve months.

The foregoing descriptions of the Credit Agreement are qualified in their entirety by reference to the full and complete terms thereof, which are incorporated herein by
reference to Exhibit 4.6 of our Annual Report on Form 20-F.

Securitizations

In connection with asset-backed securitizations, we sponsor and establish securitization vehicles to purchase loans originated by our Partners. Securities issued from our
asset-backed securitizations are senior or subordinated, based on the waterfall criteria of loan payments to each security class. The subordinated residual interests issued
from these transactions are first to absorb credit losses in accordance with the waterfall criteria. To comply with risk retention regulatory requirements, we retain at least 5%
of the credit risk of the securities issued by securitization vehicles. In ordinary course of business, we enter into certain financing arrangements to finance our risk retention
balance in certain notes and securities retained from securitization transactions. For further information, see Note 5 and Note 7 to the unaudited condensed consolidated
interim financial statements included in Exhibit 99.1 to this Form 6-K.
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Recent Accounting Pronouncements

See Note 2 to the unaudited condensed consolidated interim financial statements included in Exhibit 99.1 to this Form 6-K. The adoption of ASU No. 2016-13 (Topic 326),
Financial Instruments-Credit Losses: Measurement of Credit Losses on Financial Instruments and ASU No. 2020-06, Debt—Debt with Conversion and Other Options
(Subtopic 470-20) and Derivatives and Hedging—Contracts in Entity’s Own Equity (Subtopic 815-40): Accounting for Convertible Instruments and Contracts in an Entity’s
Own Equity did not have a material impact on the Company’s consolidated financial statements.

Critical Accounting Policies and Estimates

Our significant accounting policies and their effect on our financial condition and results of operations are more fully described in our audited consolidated financial
statements included in our Annual Report on Form 20-F.

Quantitative and Qualitative Discussions of Market Risk

We are exposed to market risks in the ordinary course of our business, which primarily relate to fluctuations in credit risks, liquidity risks, and interest rates. We are exposed
to market risk directly through investments in loans and securities held on our consolidated balance sheets and access to the securitization markets. As we hold our
investments to maturity, such fluctuations to date have not been significant. As of June 30, 2023, there have been no material changes in our exposure to market risk from
December 31, 2022, a description of which can be found in our Annual Report on Form 20-F. See “Item 3.D.—Risk Factors” in our Annual Report on Form 20-F for a
discussion of how difficult conditions in the financial markets and the economy generally may materially adversely affect our business and results of our operations.

20



