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PART I
Iltem 1: Business

This Annual Report on Form 10-K contains forwémdking statements based on our current expecttibout our company and our indus
You can identify these forward-looking statementewyou see us using words such as "expect," fpat&" "estimate" and other similar
expressions. These forward-looking statements uwa/osks and uncertainties. Our actual resultsadiffer materially from those anticipated
in these forward-looking statements as a resuh@ffactors described in the "Risk Factors" seatibManagement's Discussion and Analysis
of Financial Condition and Results of Operationg alsewhere in this report. We undertake no ohbgab publicly update any forward-
looking statements for any reason, even if newrmédion becomes available or other events occtivdriuture.

The Company

eBay Inc. ("eBay" or the "Company") is the worlidiggest and most popular personal trading commumitthe Internet, based on the valu
goods traded on the eBay service.

eBay, was formed as a sole proprietorship in Selpderh995, incorporated in California in May 199@l aaincorporated in Delaware in April
1998. eBay pioneered online personal trading byelbging a Web-based community in which buyers afigis are brought together in an
efficient and entertaining format to buy and silivis such as automobiles, collectibles, high-ergt@mium art items, jewelry, consumer
electronics and a host of practical and miscellaré®ms. The eBay service permits sellers tatésts for sale, buyers to bid on items of
interest and all eBay users to browse throughdigeams. The Company's service is fully automatepically arranged, intuitive and easy to
use. From December 31, 1998 to December 31 198%umber of registered eBay users grew from appratdly 2.1 million to over 10
million. eBay users listed over 41 million items &ale during the fourth quarter of 1999, up frad64 million items in the fourth quarter of
1998. As of December 31, 1999, the Company had ®@emillion items listed in over 3,000 categoriBsowsers and buyers can search
listings for specific items or search by categégy word, seller name, recently commenced auctorgictions about to end. The eBay
pricing format based on auctions creates a sensegeficy among buyers to bid for goods and creaiemtertaining and compelling trading
environment. eBay also provides buyers and sell@isce to socialize and to discuss topics of comimterest. This compelling trading
environment fosters a large and growing commer@nted online community.

Industry Background
Growth of the Internet and Online Commerce

The Internet has emerged as a global medium egpiviitions of people worldwide to share informati@emmunicate and conduct business
electronically. International Data Corporation (CD) estimated that the number of Web users woubdvdgrom approximately 150 million
worldwide in 1998 to approximately 500 million wdwide by the end of 2003.

The growing adoption of the Web represents an eaosnopportunity for businesses to conduct commevee the Internet. IDC estimated
that commerce over the Internet would increase fapproximately $40 billion worldwide in 1998 to apgimately $900 billion worldwide i
2003.

The Personal Trading Market Opportunity

eBay's trading platform has historically offered #xchange of goods among individuals and smaihbsses, competing with classified
advertisements, collectibles shows, garage saéssnfarkets and other venues such as auction hoAsesay's service has evolved, its
applicability has expanded to broader categorigtenfs, and to a broader and more global user Basa.result, the Company's product mix
has begun to shift from primarily collectibles t@agtical everyday items, such as household godfise @quipment,
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services, and other items. With the shift to a Bevgroduct offering, the Company's competition dlas broadened, and now includes
distributors, liquidators, retailers, import/expoompanies, catalog/mail order companies, andallytall online and offline commerce
participants (consumer-to- consumer, business-tswmer, and business-to-business).

Many of these traditional forums are inefficienthase:

. their fragmented, regional nature makes it diffi@and expensive for buyers and sellers to meehange information and complete
transactions;

. they may offer a limited variety or breadth obgs;
. they often have high transaction costs; and
. they are information inefficient, as buyers aalless lack a reliable and convenient means oirggefirices for sales or purchases.

The Internet offers the first opportunity to createompelling global marketplace that overcomesrtbfficiencies associated with traditional
trading among individuals and small businesseslnfgrnet-based, centralized trading place offeesftitiowing benefits:

. facilitates buyers and sellers meeting, listiegnis for sale, exchanging information, interactirith each other and, ultimately,
consummating transactions;

. allows buyers and sellers to trade directly, I3gag traditional intermediaries and lowering cdstboth parties;

. is global in reach, offering buyers a signifidgitroader selection of goods to purchase and ghogisellers the opportunity to sell their
goods efficiently to a broader base of buyers;

. offers significant convenience, allowing tradigall hours and providing continuously update@infation; and

. fosters a sense of community through direct bayer seller communication, thereby enabling intevacetween individuals with mutual
interests. In addition, the community orientatitagilitation of direct buyer to seller communicatiand efficient access to information on a
buyer's or seller's trading history can help ad&vithe risks of trading. As a result, a significaarket opportunity exists for an Interri®ised
centralized trading environment that applies thigum attributes of the Internet to facilitate peraltrading.

The eBay Solution

eBay pioneered personal trading of a wide ranggofls over the Internet using an efficient andrémiténg auction pricing format and has
grown into the largest and most popular persoiadglitig platform on the Internet. The core eBay serpiermits sellers to list items for sale,
buyers to bid for and purchase items of interedtalheBay users to browse through listed itemmfemy place in the world at any time. eBay
offers buyers a large selection of new and usedsitinat can be difficult and costly to find throughditional means. eBay also enables se

to reach a larger number of buyers more cost-éffegtthan traditional trading forums.

The eBay service was originally introduced in Sefter 1995 to create an efficient forum for indivadkito trade with one another. Since its
beginning as a grassroots online trading commuaBgy has primarily attracted buyers and sellexsutih word of mouth and by providing
buyers and sellers a place to socialize, discysss@f common interest and ultimately to tradedgwith one another. The number of
categories under which eBay users list goods flertsas grown from 10, when eBay was first introdlyde more than 3,000 as of December
31, 1999. The main categories on eBay currentljdeautomobiles, antiques & art, books, moviessimicoins & stamps, collectibles,
computers, dolls, dollhouses, jewelry, photo & #&lemics, pottery & glass, sports, toys, miscellareitems (“everything else"), and premium
arts and collectibles.



The principal reasons for eBay's success are asvil

Largest Online Trading Forum. Unlike other commdraeing forums, eBay has aggregated a criticakm@duyers, sellers and items listed
for sale. As a result, eBay has become the lamgéste personal trading forum. As of December 399, eBay had over 10 million registe
users, offered more than 3,000 product categoriddisted more than 3.0 million items for sale, mahwhich were unique or otherwise hi
to find.

Compelling Trading Environment. eBay has creatditinctive trading environment by utilizing an ertaining pricing format, establishing
procedural rules and promoting community values d@na designed to facilitate trade and communioatizetween buyers and sellers. The
trading environment's efficiency is illustrated e limited need for eBay to intervene or playgngicant role in the trading process. The
auction pricing format creates a sense of urgenoyra buyers to bid for goods because of the urioduiture availability of unique items on
the website. Similarly, by accepting multiple batsncreasing prices, the auction pricing formaives sellers a more efficient means of
obtaining a maximum price for their products.

Trust and Safety Programs. The Company has dewc:lpember of programs designed to make users coonéortable with dealing with an
unknown trading partner over the Web. The Compamgésiback Forum encourages every eBay user toderceimments and feedback on
other eBay users with whom they interact and offiser profiles that provide feedback ratings amdiporate these comments. In addition,
eBay's expanded SafeHarbor(TM) program provideddadimes for trading, helps provide information ¢ésolve user disputes, responds to
reports of misuse of the eBay service and, if neamys warns or suspends users who violate the tefthe Company's user agreement. The
Company's ongoing trust and safety initiativesluding user verification, credit card requiremefiaissellers, insurance, integrated escrow,
authentication and new means to help keep previauspended users from re- registering on eBayalanetended to bolster eBay's
reputation as a safe place to trade. The Compamglea developed an extensive set of rules anclijuid designed to educate users and helg
implement eBay's policy of prohibiting the saldltd#gal or pirated items.

Cost-Effective, Convenient Trading. eBay allowshitsers and sellers to bypass traditionally expensegionally fragmented intermediaries
and transact business on a seven-day-a-week Basiguse sellers bypass costly intermediaries,iaeg lower selling costs and an increased
likelihood of finding buyers willing to pay the @&t price. Listing an item on eBay requires sellergenerally pay a nominal placement fee
ranging from $0.25 to $2.00 and an additional ssedee from 5% to 1.25% of the transaction valukéfsale is concluded successfully. e
charges different fees for certain categorieseshd, including autos and real estate. As a resellers can sell relatively inexpensive items
which had previously been prohibitively expensiodist through most traditional trading forums. Bjowing sellers to conveniently reach a
broad range of buyers, eBay also addresses thectimguming, logistical inconvenience of individsalling. Buyers have access to a broad
selection of items and avoid the need to pay expemsarkups or commissions to intermediaries. Bsigge not charged for trading on eBay.
The critical mass of items listed on eBay providenutual benefit for buyers and sellers allowinthtio effectively determine an appropriate
price for an item.

Strong Community Affinity. The Company believesttf@stering direct interaction between buyers agltéss with similar interests has
enabled it to create a loyal, active community séns. eBay has introduced a variety of featuressandces designed to strengthen this sense
of community among eBay users. The Company faitaommunications between buyers and sellersfbyirmdg chat rooms, bulletin boart
threaded discussion boards, customer supportassésfrom eBay personnel or other eBay users amildwding "About Me" user pages.
These community features encourage consumer logattyrepeat usage.

Intuitive User Experience. The eBay service islly fautomated, topically arranged, intuitive angyw#o-use online service that is available

a seven-day-a-week basis. Within minutes of cormged simple online form, a seller can list iteras$ale on the service, and buyers can
submit bids for items quickly and easily. Buyera easily search the millions of items listed byegatry or specific item. During the course
the transaction, bidders are notified by emaihef $tatus of their bids on a daily basis and atéiedimmediately if they are outbid. Sellers
and successful bidders are automatically notifib@nvan transaction is completed. To assist usétsefy the Company offers email customer
support staffed on a seven-day-a- week basis.



eBay Strategy

The Company's objective is to build upon its positas the world's leading online personal tradiagfgrm. The key elements of eBay's
strategy are to:

Expand the eBay Community and Strengthen the eBagd The Company believes that building greatearaness of the eBay brand within
and beyond the eBay community is critical to expagdts user base and to maintaining the vitalftyhe eBay community. Although the
Company's early growth and much of its current ghoie attributable to word of mouth, the Compang hroduced aggressive marketing
efforts to build its user base and its brand narhese include:

. advertising in targeted publications;

. strategic advertising and sponsorship placenmntsgh traffic websites;
. radio advertising campaigns; and

. active participation in other forums such asdelt trade shows.

These traditional and online media placements aovd wf mouth advertising give eBay frequent andhhigsibility media exposure both
nationally and locally.

Broaden the eBay Trading Platform. The Companypu@sued a multi-pronged strategy for growing thayeplatform within existing

product categories, across new product categomiésteough geographic expansion--both local aretivational. The Company targeted key
product categories in its user programs and mangeictivities. The Company has expanded and desdlegisting product categories by
introducing category-specific bulletin boards ahdtcrooms, integrating category-specific contedveatising its service in targeted
publications and participating in targeted tradeveh In addition, the Company broadened the rafgecdlucts offered on its trading
platform by seeking to attract new users from tbeegal audience of Internet users and adding ptadtegories, content, features and other
services to meet this new user demand. The incrgasimber and importance of practical (as opposenlitectible) items on the site is
illustrative of this broadened range. The Compaay &iso broadened the range of products thatdtfb facilitate trading on the site,
including payment services, shipping services, entihation and escrow services. In addition, then@any intends to offer its community
additional pricing formats such as fixed price sale

Key improvements implemented during 1999 include:

. the acquisition of Kruse International, one & targest land-based auctioneers of collectible itathe world. This acquisition provided
expertise in the automobile market and led to slum¢h of eBay's collectible and used car categonése;

. the acquisition of Butterfield & Butterfield ("BR"), the fourth largest auctioneer of fine arts antlectibles in the world. This acquisition
permitted the launch of "eBay Great CollectiongSigned to showcase high quality items from audtiomses and dealers around the world;

. the launch of eBay Regional sites. In 1999, eRapched 53 regional sites that address the 5@da/gatistical metropolitan areas in the
United States to encourage the sale of items tieaiba bulky or expensive to ship, items of a ldntdrest and items that people prefer to \
before purchasing; and

. the launch of over 2,000 new categories that nitada&sier to find items in diverse categories.

Foster eBay Community Affinity. The Company congsuto enhance what is already the largest and fohe onost loyal online trading
communities on the Web. By instilling a vibrant ggammunity experience, the Company seeks to niaiataritical mass of frequent buy
and sellers with a vested interest in the eBay conity. The Company believes that new communitygpslich as AboutMe personal pages
and the recently introduced threaded message badid®ntinue to contribute to the community dynanirhe Company's recent trust and
safety initiatives, including user verificationgrerements for new sellers to have a credit card

4



on file, insurance, integrated escrow, authenticedind appraisal, are intended to bolster eBaglgagon as a safe place to trade. Consistent
with its desire to foster community, the Companyg beganized a charitable fund, known as the eBayéation, and involves the member:
the eBay community in determining to which chaiiégurposes the eBay Foundation's funds will bdieghpSee "-The eBay Service-
Community Services."

Enhance Features and Functionality. The Compaeyndstto continually update and enhance the featumeé$unctionality of the eBay
website in order to continue to improve the tradimgerience on eBay. In 1999, the Company addestalewvew features and services to help
buyers and sellers trade with greater ease. Inadgrii999, the Company introduced the "Gallery" em8eptember 1999, the ability to search
while in the Gallery mode. The Gallery showcases# in a catalog of pictures rather than text.detlers, the Company introduced "Mr.
Lister 2.0", a software tool that permits automdistihg of multiple items for sale on eBay. Forykus, the Company introduced "Personal
Shopper", an automated tool that permits buyeisdicate items of interest that they are alertedyt@mail when those items are available for
sale on eBay. In June 1999, the Company launchéa@moved user interface to make it easier to firfdrmation on the eBay site. The
Company also launched its "eBay Anywhere" strategyermit eBay users to access trading informatioough wireless devices such as
Skytel 2-way pagers and the Palm VII personal dasastant. The Company intends to continue refiiifgatures and services to permit
easier, safer and more efficient trade on eBay.ddmpany will also continue to provide rapid syst&sponse and transaction processing
time by investing in its infrastructure in orderaocommodate additional users, content and itemsafe.

Generally, added features and functionality arergekto be elements of the ongoing revision and reaance of the eBay site. Hardware and
software purchases and customization associatédraitsions have been capitalized in accordande egimpany policy and are included in
computer equipment and software. Due to the spkeldamge and continuous nature of site revisioeyrimal expenses often are judged to |
useful lives of less than one year, or have beere mppropriately classified as maintenance reletsts. As such, these costs are expensed a
incurred.

Expand Value-Added Services. In order to offer ad-#-end personal trading service, the Compargnufg to provide a variety of "pre-
trade" and "post-trade” services to enhance theaxgeerience and make trading easier. "Pre-tragl@/ices make listing items for sale easier
and include photo hosting, authentication and spleductivity software. "Postade" services make transactions easier and noonéoctable
to consummate, such as payment facilitation, inmeaescrow, shipping and postage. The compangrlyprovides, or will provide, these
services directly or through strategic partnershijtk third parties.

Key improvements implemented during 1999 include:

. the acquisition and partial implementation of@int, which enables person-to-person paymenterirternet. In February 2000, eBay
announced a strategic relationship with Wells Fa&doo. ("Wells Fargo") to jointly address the graygineed for person to person payments
on the Internet. As part of the relationship, Welggo purchased a 35% equity interest in Billpfiotn Billpoint. Wells Fargo also entered
into a long-term payment processing and custonrer @antract with Billpoint;

. a strategic relationship with E-Stamp to offeraigctronic postage to users of eBay; and
. the acquisition of Blackthorne Software whicheoff the leading seller productivity software untther"Auction Assistant” brand.

The company anticipates that future service offgrimay include services to facilitate the uploading hosting of photos of listed items, the
shipment of products and expanding the Billpointrpant solution to more of the eBay community aralltiternet community at large.

Develop International Markets. The Company belighes the Internet provides a significant opportyifior the creation of a global trading
market. The Company intends to take advantageisbfiportunity by leveraging the eBay service arahld name internationally by
developing eBay for selected international



markets and actively marketing and promoting ttseseices. The Company has introduced country-dpesgfvices for Canada, the United
Kingdom, Australia, Germany and as of February 20@@an. The Company believes that its user basadgl includes users located in over
200 countries.

The Company can choose from several strategiestéo rew international markets including buildingser community from scratch,
acquiring a company already in the local tradingkaior partnering with strong local companies. Thmpany has adopted each of these
strategies where appropriate, including the folluyvi

. eBay's presence in the United Kingdom has be#énhvlith local management, grass roots and onlimekating and local events;
. the market in Germany was built primarily throubk June 1999 acquisition of alando.de.ag, aniegi&erman trading service;

. the Company entered into a joint venture withilasgdiary of one of the largest media companiesustralia and New Zealand to penetrate
that market; and

. the Company announced in February 2000 thatitdmiered into a relationship with NEC to jointljdaess the market in Japan. As part of
that agreement, NEC agreed to purchase a 30% eqtetgst in eBay Japan.

The eBay Service

The eBay trading platform is a robust, Internetdoagentralized trading environment that facilisdbelying and selling of a wide variety of
items.

Registration. While any visitor to eBay can browls®ugh the eBay service and view the items listecale, in order to bid for an item or to
list an item for sale, buyers and sellers must fegister with eBay. Users register by completirghort online form and thereafter can
immediately bid for an item or list an item forsaUsers in Canada, Germany, Japan (as of Feh20a6), Australia and the United Kingdt
may instead register through a country- specifinb@age.

Buying on eBay. Buyers typically enter eBay throitgthome page, which contains a listing of prodiategories that allows for easy
exploration of current items for sale. Bidders saarch for specific items by browsing through tadfstems within a category or subcategory
and then "clicking through" to a detailed descaptfor a particular item. Bidders also can seapatiic categories, interest pages or the
entire database of item listings using keywordddscribe the types of products in which they ater@sted, and eBay's search engine will
generate a list of relevant items with links to tiedailed descriptions. Each item is assigned quénidentifier so that users can easily search
for and track specific items. Users also can sefinch particular bidder or seller by name in ortbereview his or her item for sale and
feedback history as well as search for productspagific region or search in "Gallery" mode. Ond#dtler has found an item of interest and
registered with eBay, the bidder enters the maxirmumunt he or she is willing to pay at that tirretHe event of competitive bids, the eBay
service automatically increases bidding in incretadmased upon the then current highest bid foitéime, up to the bidder's maximum price.
As eBay encourages direct interaction between lsuged sellers, bidders wishing additional informatibout a listed item can access the
seller's email address and contact the sellerCidmpany believes that this interaction betweendvisidnd sellers leverages the personal, one
on-one nature of trading on the Web and is an itapbelement of the eBay experience. Once eacls Ioichde, eBay sends a confirmation to
the bidder via email, an outbid notice to the reghest bidder and automatically updates the itenn$ion status. During the course of the
sale, eBay notifies bidders immediately via enfdaihéy are outbid. Bidders are not charged for mgkiids or purchases through eBay. In
addition, buyers can also specify items of inteogsa service called "Personal Shopper" and re@it@mated email messages when
particular items are available for sale on eBay.

Selling on eBay. Sellers registered with eBay ¢strel product for sale by completing a short onfiren or using "Mr. Lister," "Auction
Assistant" or third party tools that facilitateg listing of multiple items. The
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seller selects a minimum price for opening bidstfieritem and chooses whether the sale will lasetHfive, seven or ten days. Additionally
seller may select a reserve price for an item, wisdhe minimum price at which the seller is wiglito sell the item and is typically higher
than the minimum price set for the opening bid. Témerve price is not disclosed to bidders. A sebm elect to sell items in individual item
listings or, if he or she has multiple identicalits, can elect to hold a "Dutch Auction.” For exieman individual wishing to sell 10 identical
watches could hold 10 individual auctions or holdwch Auction in which the 10 highest bidders wbeahch receive a watch at the same
price and all lower bids would be rejected. To ligitde to hold a Dutch auction, a seller must havaufficiently high feedback rating and
must have been a registered seller for at leadb§6. A seller may also specify that an auctiomlvéla private auction. With this format,
bidders' e-mail addresses are not disclosed oitetimescreen or bidding history screen.

Sellers generally pay a nominal placement feestdtéms for sale--$0.25 for an item listing witiménimum starting price of less than $10.00,
$0.50 for a minimum starting price of $10.00 to £ $1.00 for a minimum starting price of $25.0%49.99 and $2.00 for a minimum
starting price of $50.00 or more. By paying an &ddal $1.00, sellers can choose to have a resafliag price below which they are not
obligated to sell the item. By paying incrementacement fees, sellers can have items featuredrinus ways. A seller can highlight his or
her item for sale by utilizing a bold font for them heading for an additional fee of $2.00. Aeelith a favorable feedback rating can have
his or her auction featured as a "Featured Auction$99.95, which allows the seller's item to btated on the eBay home page, or as a
"Category Featured Auction" for $14.95, which altokis or her item to be featured within a particelBay category. A seller can choose to
place a seasonal icon (such as a shamrock in chom&dth St. Patrick's Day) next to his or hetihig for $1.00. A seller can also include a
description of the product with links to the seewebsite. In addition, a seller can include atp@i@ph in the item's description if the seller
posts the photograph on a website and provides e8hythe appropriate Web address. Iltems may bevsaged in the Gallery section with a
catalog of pictures rather than text. A seller wises a photograph in his or her listing can haigepihotograph included in the Gallery sect
for $0.25 or featured in the Gallery section foB®b. The Gallery feature is available in all catégs of eBay. Certain categories of items,
including real estate, automobiles and "Great Ctitdes" have different pricing. All pricing is sgjt to change.

How Transactions are Completed. When an auctios,ghd eBay system validates if a bid exceedednihenum price, and the reserve price
if one has been set. If the sale was successfaly aBtomatically notifies the buyer and selleresiaail and the buyer and seller can then
consummate the transaction independent of eBatheAime of the email notification, eBay generalharges the seller a success fee equal to
5% of the first $25 of the purchase price, 2.5%hat portion of the purchase price from $25.011@®80, and 1.25% of that portion of the
purchase price over $1,000. At no point duringghazess does the Company take possession of githéem being sold or the buyer's
payment for the item. Rather, the buyer and sellest independently arrange for the shipment ofgaynent for the item, with the buyer
typically paying for shipping. A seller can vievbayer's feedback rating and then determine the erasfrpayment, such as personal check,
cashier's check or credit card, and also whethshifpthe item before or after the payment is rezski Under the terms of the Company's user
agreement, if a seller receives one or more bids@kthe stated minimum or reserve price, whichévaigher, the seller is obligated to
complete a transaction, although the Company hgsoner to force the seller or buyer to completetthasaction other than to suspend them
from using the eBay service. In the event the bayel seller are unable to complete the transaetidinthe seller notifies eBay, eBay credits
the seller the amount of the success fee. Whersiteat have a reserve price sell, sellers aretexkttie $1.00 reserve fee. Invoices for
placement fees, additional listing fees and sucfEEssare sent via email to sellers on a monthdysball new sellers are required to have a
credit card account on file with eBay. Sellers vgay by credit card are charged shortly after theite is sent.

Feedback Forum. eBay pioneered a feature to faelthe establishment of reputations within its wamity by encouraging individuals to
record comments about their trading partners oh gaasaction. Every registered eBay user hasdbédk profile containing compliments,
criticisms and other comments by users who havedueied business or interacted with the person.cAneenhancement to the Feedback
Forum requires feedback to be related to specditsiactions and provides an easy tool for thematizimup transaction
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numbers with the user names of their trading pastrihis information is recorded in a feedback iedhat includes a feedback rating for the
person and indicates comments from other eBay wgsoshave interacted with that person over the gasen days, the past month, the past
six months and beyond. A user who has developeitiyseputations over time will have a color codgdr symbol displayed next to his or
her user name to indicate the amount of positiedifack received by the user. eBay users may revigerson's feedback profile to check on
the person's reputation within the eBay communéfpte deciding to bid on an item listed by thatsperor in determining how to complete
the payment for and delivery of the item.

The terms of the Company's user agreement praghiins that would undermine the integrity of tlee@iback Forum, such as a person's
leaving positive feedback about himself or her@ibugh other accounts or leaving multiple negafiaxiback for others through other
accounts. The Feedback Forum system has seveoahaigid features designed to detect and prevent fme of abuse. For example,
feedback posting from the same account, positiveegative, cannot affect a user's net feedbaakg ditie., the number of positive postings,
less the number of negative postings) by more timenpoint, no matter how many comments an indivichakes. Furthermore, a user can
only give feedback to his or her trading partnarsampleted transactions. Users who receive acserftly negative net feedback rating have
their registrations suspended and are unable torbit list items for sale. The Company believes-gedback Forum is extremely useful in
overcoming initial user hesitancy when trading aber Internet, as it reduces the anonymity and itaicdy of dealing with an unknown
trading partner. See "Risk Factors--We are sulijedsks associated with information disseminatedugh our service."

Trust and Safety Initiatives. The Company developedimber of programs designed to make users noonéoctable with dealing with an
unknown trading partner over the Web. In additothte Feedback Forum, the Company offers the Safei{d@ M) program, which provides
guidelines for trading, helps provide informationrésolve user disputes and responds to reponssoises of the eBay service. The
Company's SafeHarbor(TM) staff of 182 persons uidiclg regular employees and contractors, investigyasers' complaints of possible
misuse of eBay and take appropriate action, inolgiSsuing warnings to users or suspending usens fridding on or listing items for sale.
Some of the complaints the SafeHarbor(TM) stafestigates include various forms of bid manipulatimalicious posting of negative
feedback and posting illegal items for sale. ThiBarbor(TM) group is organized into three areagestigations, community watch and
fraud prevention. The investigations group inves#g reported trading infractions and misuse of/eBhe fraud prevention department
provides information to assist users with dispates the quality of the goods sold or potentiatuidulent transactions and, upon receipt of
an officially filed, written claim of fraud from aser, will generally suspend the offending usemfeBay. The community watch department
investigates the listing of illegal, infringing ovappropriate items on the eBay site and violatioihsertain eBay policies. Upon receipt of a
written claim of intellectual property infringemeny the owner of the intellectual property, the Qamy will remove the offending item from
eBay. Users who repeatedly infringe intellectualgarty rights are suspended. In addition, the Caompas increased the number of
personnel reviewing potentially illegal items. TBempany's trust and safety initiatives, includisgidentity verification, insurance,
integrated escrow and authentication, are intenalédlster eBay's reputation as a safe place tetrdee "Risk Factors--Our business may be
harmed by fraudulent activities on our website.&gBas also recently partnered with Infoglide,aalirg provider of similarity search
technology, to help keep previously suspended dsarsre-registering on eBay. The Company has thtced a requirement that new sellers
must provide a credit card or pass an identityfioation check before being allowed to sell. Thentify verification process is performed by
Equifax.



What Can Be Purchased or Sold on eBay. The eBaicedras grown from offering 10 product categovid®n it was first introduced in
September 1995 to offering more than 3,000 catega$ of December 31, 1999. As the number of ptadiiegories has grown, the
Company periodically organizes the categories uddfarent headings to reflect the major typesteffris currently listed. As of February
2000, these product categories were organized uhddollowing headings:

Automobiles Great Collections (Premium it ems)
Antiques & Art Jewelry, Gemstones

Books, Movies, Music Photo & Electronics

Coins & Stamps Pottery & Glass

Collectibles Sports

Computers Toys & Beanie Babies

Dolls, Dollhouses  Everything Else

Each category has numerous subcategories. As arilear 31, 1999, eBay offered a selection of ouaillBon items, with the most popular
items sold on eBay being those that are relatislpndardized, well-represented with a photo (arcefore can be evaluated to some degree
without a physical inspection), small and easilipphble, and relatively inexpensive. As the eBaywnity grows and additional items are
listed, the Company will continue to organize iteimssale under additional categories to resportiemeeds of the eBay community.

Community Services. Beyond providing a convenieaains of trading, eBay has devoted substantial ressto building an online trading
community, which the Company believes is one ofstinengest on the Web. Key components of the Cogipaommunity philosophy are
maintaining an honest and open marketplace antingeadividual users with respect. The Compangersfa variety of community and
support features that are designed to solidifygifeevth of the eBay community and to build eBay wénity and loyalty. eBay facilitates
communication between buyers and sellers by offerin

. category-specific chat rooms;

. the eBay Cafe, a chat room for the entire eBamyroanity;

. a bulletin board devoted to user feedback on features;

. an announcements section that covers new featureBay or other eBay news;

. customer support boards; and

items wanted" listings where users can posicestseeking specific items.

eBay also offers My eBay, which permits users tenee a report of their recent activity on eBayluding bidding activity, selling activity,
account balances, favorite categories and recedbfek. Users with their own Web pages also canliptisbuttons from the user's page to
eBay and to a list of items the user is sellingeBay. The Company recently introduced About Me cwhiffers users the opportunity to
create their own personal home page free of chamgeBay using step-by-step instructions providetheyCompany. The About Me home
page can include personal information, items ligtecale, eBay feedback ratings, images and lioksgher favorite sites.

In addition, in June 1998, the Company donated7&0lshares of Common Stock to the Community Foumd&ilicon Valley, a tax-exempt
donor-advised public charity, and established a fkmown as the "eBay Foundation." Through the Comitgd=oundation Silicon Valley, the
eBay Foundation sponsors programs including a teegram in which teachers travel abroad and sthie experiences with their studer
The Company solicits user suggestions for worthevblilarities through the eBay website.

Customer Support. The Company devotes significesturces to providing personalized, timely custoseevice and support. eBay offers
customer support on a seven-day-a-week basis. ddissbmer support inquiries are handled via emaih wustomer email inquiries typically
being answered within 24 hours after submission.



In 1999, the Company partnered with Customer Gastnline customer satisfaction survey compangnttble eBay to understand and
improve on how well it was serving its customersefall customer satisfaction for the Company's cogport email services has improved
significantly since launching the survey in Jul29The Company offers an online tutorial for né®ag users. In June 1999, the Company
opened a new customer support center in Salt Litlge @ah. The center has grown rapidly and, byehd of 1999, was handling the
majority of customer support email. In additiorg tBompany offers the SafeHarbor(TM) program andréesntly introduced or is developi
a number of trust and safety initiatives. See 'Ustiand Safety Initiatives" above.

Marketing

eBay's marketing strategy is to promote its bramtlattract buyers and sellers to the eBay serVigattract users to its website, eBay
historically has relied primarily on word of mouthd, to a lesser extent, on distribution or spatsprrelationships with high traffic websit
Today, the Company employs a variety of methodwdmote its brand and attract potential buyerssatiers. Currently, eBay uses strategic
purchases of online advertising to place advertsgmin areas in which the Company believes itreanh its target audience. The Company
also engages in a number of marketing activitidsaditional media such as advertising; print meatid at trade shows and other events. ¢
also advertises in a number of targeted publicatidhe Company continues to benefit from frequantlagh visibility media exposure both
nationally and locally. While the Company does exjpect the frequency or quality of this type of ity to continue, the Company does
promote public relations through initiatives sushoaline eBay/special event tie-ins and execufpeaking engagements. In March 1999, the
Company expanded the scope of its preexistingegfi@telationship with AOL. Under the amended agreet, eBay was given a prominent
presence featuring it as the preferred providgres$onal trading services on AOL's proprietary isex/(both domestic and international),
AOL.com, Digital Cities, ICQ, CompuServe (both date and international) and Netscape. eBay will $&§ million over the fougear tern
of the contract. eBay has developed a co-brandesiioveof its service for each AOL property whicltominently features each party's brand.
AOL is entitled to all advertising revenue from tteebranded sites. Subsequent to year-end, eBayegninto marketing agreements with
Autotrader.com and GO.com

Operations and Technology

eBay has a scalable user interface and transgmtimessing system that is based on internally-dgeel proprietary software. The eBay
system facilitates the sale process, includingfyiofj users via email when they initially register the service, when they place a successful
bid, are outbid, place an item for sale, and wheauwtion ends. Furthermore, the system sends stailys updates to any active sellers and
bidders regarding the state of their current anstid@he system maintains user registration infoilenabilling accounts, current auctions and
historical listings. All information is regularlyrehived. Complete listings of all items for sale generated regularly. The system regularly
updates a text-based search engine with the éitldglescriptions of new items, as well as pricimg bidding updates for active items. Every
time an item is listed on the service, a listinbamcement option is selected by a seller, or aticucloses with a bid in excess of the seller-
specified minimum bid, the system makes an entxytime seller's billing account. The system semesti®nic invoices to all sellers via email
on a monthly basis. For convenience, sellers mageph credit card account number on file with eBayl their account balance is billed
directly. Sellers that are new to the eBay seraigenow required to place a credit card accounthauran file. In addition to these features,
the eBay service also supports a number of commbnitetin board and chat areas where users ang elBtomer support personnel can
interact.

The Company's system has been designed aroundrindtendard architectures and has been designedtce downtime in the event of
outages or catastrophic occurrences. The eBaycsepvovides seven-day-a-week availability, subiee maintenance period for a few hours
during one night per week. eBay's system hardvahested at the Exodus and Abovenet facilitiesaint& Clara, California, which provide
redundant communications lines and emergency pbaekup. The Company's system consists of Sun degadgavers running Oracle
relational database management systems and a§#entium-based Internet servers running
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the Windows NT operating system. The Company uss®fate Inc.'s load balancing systems and its edendant servers to provide for
fault tolerance. The Company has experienced persygtem interruptions, which it believes will ¢ioie to occur from time to time. These
outages have stemmed from a variety of causesidimg third-party hardware and software problent lunman error. The volume of traffic
on the Company's website and the number of iterimgylbisted by users has been increasing continwally exponentially, requiring the
Company to expand and upgrade its technology, ddios processing systems and network infrastreciad add new engineering person
The process of upgrading and expansion is pahefdutine maintenance and revision of the sitediare and software changes associated
with the continuous revision have been capitalinegiccordance with company policy and are includetbmputer equipment and software.
Due to the speed of change and continuous natwsieofevision, internal expenses often are judgdthve useful lives of less than one year,
or have been more appropriately classified as reaanice related costs. As such, these costs arasadas incurred. The Company may be
unable to accurately project the rate or timingnofeases, if any, in the use of the eBay serviexpand and upgrade its systems and
infrastructure to accommodate these increasesimedy manner. Any failure to expand or upgradesitstems at least as fast as the growth in
demand for capacity could cause the website torheamstable and possibly cease to operate forgseabtime. Unscheduled downtime
could harm the Company's business.

The Company uses internally developed systemseoatpits service and for transaction processimgiding billing and collections
processing. The Company must continually improes¢hsystems to accommodate the level of use weibsite. In addition, the Company
may add new features and functionality to its smwithat would result in the need to develop @nise additional technologies. The
Company's inability to add additional software &addware or to upgrade its technology, transagifecessing systems or network
infrastructure to accommodate increased traffizamsaction volume could have adverse consequenhbese consequences include
unanticipated system disruptions, slower respansest degradation in levels of customer suppompgaiimed quality of the users' experience
its service and delays in reporting accurate firnoformation. The Company's failure to provideanfeatures or functionality also could
result in these consequences. The Company maydi#euto effectively upgrade and expand its systienastimely manner or integrate
smoothly any newly developed or purchased techimedogith its existing systems. These difficulti@ultl harm or limit its ability to expand
its business. See "Risk Factors--The inabilityxpaad our systems may limit our growth" and "--8ysffailures could harm our business."

The Company incurred $831,000, $4.6 million and.828illion in product development expenses in 19988 and 1999, respectively. The
Company anticipates that it will continue to devsignificant resources to product development éfthiure as it adds new features and
functionality to the eBay service. The Company taizies hardware and software associated with atibdres or functionality in
accordance with company policy and includes sucbuats in computer equipment and software. Inteerpenses are often judged to have
useful lives of less than one year, or have beere mppropriately classified as maintenance reletsts. As such, these costs are expensed a
incurred. The market in which the Company competesaracterized by rapidly changing technologyphéng industry standards, frequent
new service and product announcements, introducto enhancements and changing customer demasmwdiagly, the Company's futt
success will depend on its ability to adapt todipchanging technologies, adapt its services englindustry standards and to continually
improve the performance, features and reliabilftitoservice in response to competitive service product offerings and evolving demands
of the marketplace. The failure of the Companydap to these changes would harm the Company'adsssiln addition, the widespread
adoption of new Internet, networking or telecomneations technologies or other technological chargesd require substantial expenditt
by the Company to modify or adapt the Company'gises or infrastructure. See "Risk Facto@ur failure to manage growth could harm t
"--We must keep pace with rapid technological cleatogremain competitive” and "--We need to develew services, features and functions
in order to expand.”

Competition

Online personal trading is a new, rapidly evolvargl intensely competitive area. The Company expectgpetition to intensify in the future
as the barriers to entry are relatively low, andent and new competitors can launch new sitean@nal cost using commercially availal
software. Depending on the category of
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product, eBay currently or potentially competesweitnumber of companies serving particular categasf goods as well as those serving

broader ranges of goods. Broadsed competitors include the vast majority ofitiawial department and general merchandise staresel as

emerging online retailers. These include most pnemily: Wal-Mart, Kmart, Target, Sears, Macy's,R&hney, Montgomery Ward, Costco,
Sam's Club as well as Amazon.com, Buy.com, AOL.céahoo! shopping and MSN.

In addition, eBay faces competition from speciaditailers and exchanges in each of its categofipsoducts. For example:
Antiques: Christies, eHammer, Sotheby's / Sothebys, Sothebys.amazon.com

Coins & Stamps: Collectors Universe, Heritage, Nammatists Online, US Mint

Collectibles: Franklin Mint

Musical Instruments: Guitar Center, Harmony-Cerntah, MARRS, MusicHotBid.com

Sports Memorabilia: Beckett's, Collectors Universe

Toys, Bean Bag Plush: Amazon.com, eToys.com, KBsT@gys.com, Toys R Us

Premium Collectibles: Christies, DuPont Registrgv€inet, Greg Manning Auctions, iCollector, Lycdskinner Auctions, Millionaire.com,
Phillips (LVMH), Sotheby's, Sothebys.amazon.com

Automotive (used cars): Auction Auto.com, Autobytem, AutoMallUSA, AutoVantage.com, AutoWeb.com figdt-Jackson,
CarOrder.com, CarPoint, CarScene.com, eClassicsiEdmunds, GreenLight.com, Hemmings, Newspapesifiads, Used car dealers

Books, Movies, Music: Amazon.com, Barnes & Noblariesandnoble.com, BigStar, Blockbuster, BMG Colianitpuse, CDNow,
Cductive.com, DVD Express, Half.com, Reel.com, §pimcom, Wherehouse, Alibris.com, Bookfinders.com

Clothing: Bluefly.com, Boo.com, Dockers.com, Fasihitall.com, The Gap, J. Crew, LandsEnd.com, The tadhiLucy.com, Macys, The
Men's Wearhouse, Ross, 3Dshopping.com

Computers & Consumer Electronics: Best Buy, Buy.c@incuit City, Compaq, CompUSA, Dell, Egghead, 'Eriglectronics, Gateway, The
Good Guys, IBM, MicroWarehouse, The Sharper Im&mpping.com, ValueAmerica.com

Home & Garden: IKEA, Crate & Barrel, Furniture.cofgmepoint.com, Home Depot, Living.com, Garden.cBaitery Barn, Ethan Allen,
Frontgate

Jewelry: Ashford.com, Mondera.com

Sporting Goods/Equipment: dsports.com, FogDog.dawntlocker, Gear.com, golfclubexchange, golftramen, MVP.com,
PlanetOutdoors.com, Play It Again Sports, REI, &Authority

Tools / Equipment / Hardware: Home Depot, HomeBaAseazon.com, Ace Hardware, OSH

Business-to-Business: Ariba, BidFreight.com, BizBugom, bLiquid.com, CloseOutNow.com, CommerceRichcCommerce One, Concur
Technologies, DoveBid, FreeMarkets, iMark, OraBletchasePro.com, RicardoBiz.com, Sabre, Surplus@in. TradeOut.com,
UnionStreet.com, Ventro, VerticalNet

Additionally, the Company faces competition fromiwas online auction sites including: Amazon.cohg Fairmarket Auction Network (a
auction network including Microsoft's MSN, Excite@ire, Dell Computer, ZD Net, Lycos and more than db@rs), First Auction, Surplus
Auction, uBid, Yahoo! Auctions and a large numbkother companies using an auction format for camesuto- consumer or business-to-
consumer sales.

The principal competitive factors in the Compamgarket include the following:
. ability to attract buyers
. volume of transactions and selection of goods;
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. community cohesion and interaction;

. system reliability;

. customer service;

. reliability of delivery and payment by users;
. brand recognition;

. website convenience and accessibility;

. level of service fees; and

. quality of search tools.

Some current and potential competitors have longerpany operating histories, larger customer basdgyreater brand recognition in other
business and Internet markets than eBay does. 8bthese competitors also have significantly gnefitancial, marketing, technical and
other resources. Other online trading services lbgagcquired by, receive investments from or emtier dther commercial relationships with
larger, well established and well financed companies a result, some of the Company's competitds ather revenue sources may be able
to devote more resources to marketing and promaltticempaigns, adopt more aggressive pricing pasliaied devote substantially more
resources to website and systems developmenthiea@dmpany is able to do. Increased competition resyyit in reduced operating margins,
loss of market share and diminished value of theydBand. Some of the Company's competitors hdeeeaf services for free and others 1
do this as well. The Company may be unable to coenpeccessfully against current and future constit

In order to respond to changes in the competithinerenment, the Company may, from time to time, makicing, service or marketing
decisions or acquisitions that could harm the lessnFor example, the Company implemented an insearogram that generally insures
items up to a value of $200, with a $25 deductifdeusers with a non-negative feedback ratingoatast to the user. New technologies may
increase the competitive pressures by enabling@tmpany's competitors to offer a lower cost servmme Web- based applications that
direct Internet traffic to certain websites may el users to trading services that compete wighbmpany.

Although the Company has established Internetitraffangements with several large online servicessearch engine companies, these
arrangements may not be renewed on commercialbpredle terms. Even if these arrangements are eshehey may not result in increas
usage of the eBay service. In addition, compaihmiasdontrol access to transactions through netaockss or Web browsers could promote
the Company's competitors or charge eBay substdedia for inclusion.

The land-based auction business is intensely cativeeB&B competes with two larger and better kmoauction companies, Sotheby's
Holdings, Inc. and Christie's International plcvasdl as numerous regional auction companies. €cettient that these companies increase
their focus on the middle market properties thamfthe core of B&B's business, its business mafesukruse is subject to competition from
numerous regional competitors. In addition, comjuatiwith Internet based auctions may harm thedaaskd auction business. Although
Billpoint's business is new, several new compaaieseginning to enter this market and large comgsamcluding banks and credit card
companies, may become competitors.

Issues Related to the Listing or Sale by Users oflawful Items

The law relating to the liability of providers ofiline services for the activities of their userstiogir service is currently unsettled. The
Company is aware that certain goods, such as fmgasther weapons, adult material, tobacco prodatiehol and other goods that may be
subject to regulation by local, state or federdhatrities, have been listed and traded on its serviihe Company may be unable to preven
sale of unlawful goods, or the sale of goods immlawful manner, by users of its service, and thenfany may be subject to allegations of
civil or criminal liability for unlawful activitiescarried out by users through its service. In otder
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reduce exposure to this liability, the Company iaibited the listing of certain items and increghithe number of personnel reviewing
guestionable items. The Company may in the futtm@ement other protective measures that could regyiending substantial resources or
may reduce revenues by discontinuing certain semiferings. Any costs incurred as a result ofiligbor asserted liability relating to the s.
of unlawful goods or the unlawful sale of goodgjldcharm the Company's business. In addition, the@any has received significant and
continuing media attention relating to the listmgsale of unlawful goods on the Company's web3ités negative publicity could damage
Company's reputation and diminish the value dbitsnxd name. It also could make users reluctanditirue to use the Company's services.

Fraudulent Activities on the eBay Website

The Company's future success will depend largebnigellers reliably delivering and accurately reprding their listed goods and buyers
paying the agreed purchase price. The Companyeeas/ed in the past, and anticipates that it witleive in the future, communications from
users who did not receive the purchase price ogtioels that were to have been exchanged. Whil€dnepany can suspend the accounts of
users who fail to fulfill their delivery obligati@nto other users, it does not have the abilityetiuire users to make payments or deliver goods
or otherwise make users whole other than throughimited insurance program. Other than throughk tirogram, the Company does not
compensate users who believe they have been deftdydother users. The Company also periodicatlgives complaints from buyers as to
the quality of the goods purchased. Negative pitplgenerated as a result of fraudulent or deceptonduct by users of our service could
damage the Company's reputation and diminish thee\af the Company's brand hame. The Company expeciontinue to receive requests
from users requesting reimbursement or threatemirngpmmencing legal action against the Compangiifibursement is not made. This sort
of litigation could be costly for the Company, divsanagement attention, result in increased ajsising business, lead to adverse
judgments or could otherwise harm the Company'sbes. See "Risk Fact--Our business may be harmed by fraudulent activibin our
website."

Government Inquiries

On January 29, 1999, the Company received reqtepte®duce certain records and information to #defal government relating to an
investigation of possible illegal transactions amoection with its website. The Company has beforrimed that the inquiry includes an
examination of the Company's practices with resfiettiese transactions. The Company has provid#laeiuinformation in connection with
this ongoing inquiry. In order to protect the intigation, the court has ordered that no furthediputisclosures be made with respect to the
matter.

On March 24, 2000, B&B received a grand jury subofeom the antitrust division of the Departmengostice requesting documents
relating to, among other things, changes in B&Bless commissions and buyer's premiums and désoos, agreements or understandings
with other auction houses, in each case since T8 Company believes this request may be relatadoublicly reported criminal
investigation of auction houses for price fixing.

Should these or any other investigations leadvib @i criminal charges against the Company, eBayh likely be harmed by negative
publicity, the costs of litigation and the divensiof management time and other negative effects #ithe Company ultimately prevails. The
Company's business would certainly suffer if thenpany were not to prevail in any action like tiiisen the process of providing records
and information can be expensive, time consuminrasult in the diversion of management attention.

A large number of transactions occur on the eBalysite. As a result, the Company believes that gowent regulators have received a
substantial number of consumer complaints abou¢Bay website which, while small as a percentagtsdabtal transactions, are large in
aggregate numbers. As a result, the Company hastinoe to time been contacted by various fedetatesand local regulatory agencies and
been told that they have questions with respettid@dequacy of the steps the Company takes teqpritg users
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from fraud. For example, the City of New York--Dejpaent of Consumer Affairs received complaints frogers about transactions on the
eBay website. In investigating these complaints,Dlepartment of Consumer Affairs requested infoimnedbout the Company and these
transactions. The Company has provided the reqliggtermation. The Company is likely to receive #idehal inquiries from regulatory
agencies in the future, which may lead to acticaires the Company. The Company has responded itwgairies from regulatory agencies
describing its current and planned antifraud e$fdftone or more of these agencies is not satisfi¢h the Company's response to current or
future inquiries, the resultant investigations gotential fines or other penalties could harm then@any's business.

The Company has recently provided information #dhtitrust division of the Department of Justicednnection with an inquiry into the
Company's conduct with respect to "auction aggmgaincluding the Company's licensing program asthwsuit against Bidder's Edge.
Should the antitrust division decide to take acgainst the Company, the Company would likely &arted by negative publicity, the costs
of the action, possible private antitrust lawsttt® diversion of management time and effort amthfies the Company might suffer if the
Company ultimately were not to prevail. See "Riskters-- Government inquiries may lead to chargeseoalties."

Privacy Policy

The Company believes that issues relating to pyieed the use of personal information relatingnternet users are becoming increasingly
important as the Internet and its commercial usavgithe Company has adopted a detailed privacgytiiat outlines how eBay uses
information concerning its users and the extemthich other registered eBay users may have acodhgstinformation. Users must
acknowledge and agree to this policy when regisgefior the eBay service. The Company does nobseént any personally identifiable
information about its users to any third party; leeer, the Company does disclose information teselnd winning bidders that contains the
seller's and winning bidder's name, email addredselephone number. The Company also discloségitgersonally identifiable
information to its subsidiaries and business pastireconnection with the provision of servicestbgse entities. The Company also will
disclose customer information in its possessiohgjothan credit card information) to a law enforeatmagency or member of the Legal
Buddy Program that requests this information inngamion with a civil, criminal or regulatory invégtion. The Company also uses
information about its users for internal purposesrider to improve marketing and promotional efptd analyze website usage statistically,
and to improve content, product offerings and weblsiyout. eBay is a member of the TRUSTe progrmmgn-profit independent
organization that audits websites' privacy statdmand audits their adherence thereto.

New and Existing Regulation of the Internet

The Company is subject to the same federal, statdoal laws as other companies conducting busioeghe Internet. Today there are
relatively few laws specifically directed towardslioe services. However, due to the increasing faojiy and use of the Internet and online
services, many laws relating to the Internet airdodebated at the state and federal levels asgissible that laws and regulations will be
adopted with respect to the Internet or onlineisess These laws and regulations could cover issuels as online contracts, user privacy,
freedom of expression, pricing, fraud, content gudlity of products and services, taxation, adsatj, intellectual property rights and
information security. Applicability to the Internet existing laws governing issues such as propestyership, copyrights and other
intellectual property issues, taxation, libel, adosty and personal privacy is uncertain. The vaaonity of these laws were adopted prior to
the advent of the Internet and related technologiels as a result, do not contemplate or addressriigue issues of the Internet and related
technologies. Those laws that do reference therietesuch as the recently passed Digital MillermiDopyright Act, have not yet been
interpreted by the courts and their applicabilitgl aeach are therefore uncertain. In addition, mooeestates, including the State of Califor
where the Company's headquarters are located,regutations regarding how "auctions" may be conellieind the liability of "auctioneers"
in conducting such auctions. No definitive legaletdimination has been made with respect to the
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applicability of the California regulations to t@®mpany's business to date and little precedentseixi this area. Several states are
considering imposing these regulations upon the @@y or its users, which could harm the businesadtition, as the nature of the prod
listed by the Company's users change, eBay maynesabject to new regulatory restrictions.

Several states have proposed legislation that wloultlthe uses of personal user information gagdewnline or require online services to
establish privacy policies. The Federal Trade Cossinn also has recently settled proceedings regattlie manner in which personal
information is collected from users and providedhiod parties. Changes to existing laws or thesags of new laws intended to address these
issues could directly affect the way the Compangsdausiness or could create uncertainty in the etldce. This could reduce demand for
the Company's services, increase the cost of dmismess as a result of litigation costs or inazdaservice delivery costs, or otherwise harm
the business. In addition, because the Company&ss are accessible worldwide, and facilitatesalf goods to users worldwide, foreign
jurisdictions may claim that the Company is reqaiite comply with their laws. As the Company expaitsiénternational activities, it wi
become obligated to comply with the laws of thertdas in which the Company operates. Compliancg pgamore costly or may require t
Company to change its business practices or res#iwice offerings relative to those in the Unigtdtes. The Company's failure to comply
with foreign laws could subject the Company to fpegesmranging from fines to bans on its services.

Item 2: Properties

On March 1, 2000, the Company entered into a fiearyease for general office facilities locatean Jose, California. Payment under this
lease, which commenced during 2000, are basedeonaihdon Interbank Offering Rate ("LIBOR") plus 9436 applied to the $126.4 million
cost of the facility funded by the lessor. The Camphas an option to renew the lease for up tdfitves year extensions subject to specific
conditions. Under the terms of the lease agreentemiCompany was required to place $126.4 millibcash and investment securities as
collateral for the term of the lease. The cashiaméstment securities are restricted as to theldvawal from the third party trustee.

The Online segment leases 72,000 square feet mtbi& is primarily used as a customer call cefdfice space for the Online segment's
international subsidiaries is leased in Austrdtiagland, Germany, Japan and Switzerland.

The Offline segment owns facilities in Californiadalndiana with an aggregate of approximately 780 $quare feet. Of the 750,000 square
feet, the Company is a majority interest holde348,000 total square feet of office space and dfee@wvner of the remaining balance.

The Company believes that its existing facilities adequate to meet its needs for the immediatef@nd future growth can be
accommodated by leasing additional or alternatpacs.

Item 3: Legal Proceedings

On March 23, 1999, the Company was sued by Net&adineering Software, Inc. ("NES") in the U.S. BidtCourt for the Northern Distri

of California for its alleged willful and delibemtiolation of a patent. The suit sought unspedififeonetary damages as well as an injunction
against the Company's operations. It also soughtdrdamages and attorneys' fees and costs. Thpabgrhas entered into a settlement
agreement and license with NES, and this suit bas bismissed with prejudice.

On September 1, 1999, the Company was served Mativsuit filed by Randall Stoner, on behalf of tfeneral public, in San Francisco
Superior Court (No. 305666). The lawsuit allegest the Company violated Section 17200 of the CalitoBusiness & Professions Code, a
statute that relates to unfair competition, bagashuthe listing of "bootleg" or "pirate” recordingg the Company's users, allegedly in
violation of California penal statutes relatingthe sale of unauthorized audio recordings. Thel#vegeks declaratory and injunctive
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relief, restitution and legal fees. Discovery hammenced. The Company believes it has meritoriefisndes to this lawsuit and intends to
defend itself vigorously. However, even if succakghis defense could be costly and, if the Conypaare to lose this lawsuit, its business
could be harmed.

On December 10, 1999, the Company sued Bidder's,Hdg. in the United States District court for therthern District of California

alleging trespass, unfair competition, violatiortled computer fraud and abuse act, misapproprididse advertising, trademark dilution,
injury to business reputation, interference withgmrective economic advantage, and unjust enrichr@enEebruary 7, 2000, Bidder's Edge
denied these claims and counterclaimed againsEoinepany alleging that the Company has violatedatfigrust laws by monopolizing or
attempting to monopolize a market, the Companyrapeting unfairly, and that the Company interfengtth their contract with eBay
magazine. Bidder's Edge is seeking treble damageisjunction and its fees and costs. Expeditedosisry in this case has commenced. The
Company intends to prosecute its claims and deteatf against Bidder's Edge counterclaims vigolpudowever, this lawsuit could be
costly and the business could be harmed if the Gompvere to lose.

From time to time, the Company is involved in disgguwhich arise in the ordinary course of busin€ks. Company believes that the ultimate
resolution of these disputes will not have a matexilverse impact on its financial position or tessaf operations.

Item 4: Submission of Matters to a Vote of SecuritjHolders
There were no submissions of matters to a voteairity holders during the fourth quarter endedddeiger 31, 1999.

17



PART Il
Item 5: Market for Registrant's Common Equity and Related Stockholder Matters
Price Range of Common Stock

eBay's Common Stock has been traded on The Naddek arket(SM) under the symbol "EBAY" since Sepher 24, 1998. The followir
table sets forth the high and low sales priceb@f@ompany's Common Stock for the periods indicatebare as reported on The Nasdaq
Stock Market(SM):

High Low

Year Ended December 31, 1998

Third Quarter (from September 24, 1998).......... ... $18.08 $13.71

Fourth Quarter.......ccooovvvviviiiiieenenees L 103.75 8.42
Year Ended December 31, 1999

First Quarter.......cccoooovvvvvvvvvviieieenenees L 177.38 55.33

Second Quarter — 234.00 126.69

Third QUarter.....cccccevvvvvviiciieee 161.00 70.28

Fourth Quarter........cccoovvvvvnvviiiienee. L 186.00 124.50

As of March 1, 2000 there were approximately 1,4®@kholders of record of the Company's CommonkSithough the Company believ
that there is a significantly larger number of Hem& owners of its Common Stock.

Dividend Policy

The Company has never paid cash dividends onoitk sand anticipates that it will continue to ratany future earnings to finance the gro
of its business.
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Item 6: Selected Consolidated Financial Data

The following selected consolidated financial dgttauld be read in conjunction with, and are quedifby reference to, the Consolidated
Financial Statements and Notes thereto and "ManeagesrDiscussion and Analysis of Financial Condigmd Results of Operations"
appearing elsewhere in this report. The consolilstatement of income data for the years endedeee31, 1996, 1997, 1998 and 1999
and the consolidated balance sheet data at Deca&hp&B98 and 1999, are derived from, and are fiptabby reference to, the audited
consolidated financial statements of the Company.

Year Ended December 31,
1996(1) 1997 1998 1999
(in thou sands, except per share

data)

Consolidated Statement of Income Data:
Net revVenues.........cccvveeeeeunnennnn. $41,370 $86,129 $224,724
Cost of net revenues 8,404 16,094 57,588

Gross profit........cccceeeevennenne 25,248 32,966 70,035 167,136
Operating expenses:

Sales and marketing.................... 15,618 35,976 95,956
Product development............ 831 4,640 23,785
General and administrative 6,534 15,849 43,055
Amortization of acquired intangibles... -- -- 805 1,145
Merger related costs -- -- - 4,359

Total operating expenses............. 18,828 22,983 57,270 168,300
Income/(loss) from operations............ 6,420 9,983 12,765 (1,164)
Interest and other income/(expense),
NEL...eiiiiie e (2,607) (2,951) (703) 21,377
Income before income taxes............... 3,813 8,032 12,062 20,213
Provision for income taxes............... (475) (971) (4,789) (9,385)
Net inCome.......cocveveervenieennns $ 3,338 $ 7,061 $7,273 $10,828
Net income per share(2):

BasiC.....coviiiiiiieeiieeeiiee $ 0.39 $ 029 $014 $ 0.10
Diluted........cccovvevriiiiiieens $ 0.07 $ 0.08 $ 0.06 $ 0.08
Weighted average shares:

BasiC......ccooviiiiiiiiiieieee 8,490 24,428 52,064 108,235
Diluted.......ccoeviiiiiiiiies 45,060 84,775 116,759 135,910

Supplemental Operating Data:
Number of registered users at end of

Period.......coeeeeveiiiiiiiiiiiieees 41 341 2,181 10,006
Gross merchandise sales, in millions(3).. $ 7 $ 95 9% 745 $ 2,805
Number of items listed.................. 289 4,394 33,668 129,560

December 31,

1998 1999

(in thousands)
Consolidated Balance Sheet Data:

Cash and cash equivalents.........cccccoceveeeee. L $ 37,285 $219,679
Short-term investments..........ccccevveevveeeee. L 40,401 181,086
Working capital.............. . 72,934 371,009
Total assets......... o 149,536 963,942
Debt and leases, long-term portion........ccc...... .~ ... 18,361 15,018
Total stockholders' equity..........ccoovvvcveeee L 100,538 852,467
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(1) Includes the results of operations for the Canys predecessor sole proprietorship from Septetf85 to December 1995. The sole
proprietorship had no revenues and insignificapeases prior to January 1, 1996.

(2) See Note 2 of Notes to Consolidated Finandiaie®hents for a description of the method usediopute basic and diluted net income per
share, respectively.

(3) Represents the aggregate sales prices of allsgimor which an auction was successfully conclu@ed there was at least one bid above
seller's specified minimum price or reserve pngkichever is higher).

Item 7: Management's Discussion and Analysis of Fancial Condition and Results of Operations
Overview

eBay pioneered online personal trading by devetppiWeb-based community in which buyers and seflerdrought together in an efficient
and entertaining format to buy and sell almost laimgt. The eBay service permits sellers to list &#dor sale, buyers to bid on items of inte
and all eBay users to browse through listed itemss fully-automated, topically- arranged, intuitamed easy-to-use online service that is
available seven- days-a-week. The Company hasaedeits online offerings to include regional antéinational trading, autos, "premium"
priced items and has acquired Billpoint, a provioieonline billing and payment solutions. During@®9%eBay also expanded into the
traditional auction business with its acquisitiafiutterfield & Butterfield and Kruse Internatidna

Substantially all of the Company's revenues comm fiees and commissions associated with onlineoéftide trading services. Online
revenue is derived from placement and succesgtaddy sellers as eBay does not charge fees terbugellers pay a nominal placement
and by paying additional fees, sellers can havestfeatured in various ways. Sellers also pay aesascfee based on the final purchase price.
To date, online advertising on the eBay websitearlthe payment solutions provided by Billpoint lkeavot made significant contributions to
net revenues although the Company expects botiesétsources of revenue to increase in the fufféne revenue is derived from a varie

of sources including sellers' commissions, buymesniums, bidder registration fees, and auctioateel services including appraisal and
authentication. eBay expects that the online basinacluding the Billpoint service, will continte drive the majority of revenue growth in
the foreseeable future.

Acquisitions
Butterfield & Butterfield

On May 28, 1999, eBay acquired Butterfield & Bufiedd Auctioneers Corporation, a Delaware corpamaind all affiliated entities under
common control including: Butterfield Credit Corptipn Inc., 111 Potrero Partners, LLC and HBJ Rastn L C (collectively "B&B" or the
"B&B Companies"). The aggregate consideration emghd for the merger was 1,327,370 shares of eBaynom stock. The merger has b
accounted for as a pooling of interests. In Ap#i9Q, B&B withdrew its registration statement fariibitial public offering. Accordingly, in tt
second quarter of 1999, the Company recorded aelwdrapproximately $2.6 million related to thetsasf the withdrawn offering. Such
amounts are included in merger related costs ondheolidated statement of income.

Kruse International

On May 18, 1999, eBay acquired Kruse, Inc. (d/bffagé International) and all affiliated entities endommon control including; Auburn
Cordage, Inc., ACD Auto Sales, Inc., Reppert Sclobdluctioneering, Inc. and Classic Advertising &motions, Inc., each an Indiana
corporation (collectively, "Kruse" or the "Kruse @panies"). Kruse International was founded in 18id operated as a sole proprietorship
until it was
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incorporated in the state of Indiana in August 1986 Kruse Companies conduct auctions, performaaged services and auctioneering
training for classic car auctions in various looas in the United States and internationally. Tégregate consideration exchanged for the
merger was 787,312 shares of eBay common stocMIfshares of capital stock of the Kruse Companiég. merger has been accounted for
as a pooling of interests.

Billpoint

On May 25, 1999, eBay acquired Billpoint, Inc. (Ipoint"). Billpoint has developed a centralizedrrikey authorization, billing and payment
fulfillment solution that permits individuals andhall merchants to accept credit cards as paymembternet-based sales transactions.
Billpoint's service is now being made availablélte Company's users, providing the ability to atcepdit cards for payment. In connection
with the merger, eBay issued a total of 524,132eshaf eBay common stock to the existing sharemsldeBillpoint as consideration for all
shares of capital stock of Billpoint, all optiogd warrants to purchase shares of common stoBklpbint outstanding immediately prior to
the consummation of the merger were converteddptmns and warrants to purchase shares of eBaynoonstock. The merger has been
accounted for as a pooling of interests.

alando

On June 15, 1999, eBay acquired alando.de.agn@fala alando was Germany's leading online persimading platform. The aggregate
consideration exchanged for the merger was 31608afes of eBay common stock. The merger has beensed for as a pooling of
interests.

The following table sets forth, for the periodsgmeted, certain data from eBay's consolidatedrstateof income as a percentage of net
revenues. This information should be read in cactjon with the Consolidated Financial Statements ldotes thereto included elsewhere in
this report.

Year Ended
December 31,

Net revenues................ 100.0 % 100.0 % 100.0 %
Cost of net revenues........ 20.3 18.7 256
Gross profit............ 79.7 813 74.4
Operating expenses:
Sales and marketing....... 37.8 418 427
Product development....... 20 5.4 106
General and
administrative........... 158 184 19.2
Amortization of acquired
intangibles.............. - 09 05
Merger related costs...... - - 19

Total operating
eXpPenses............... 55.6 66.5 749
Income/(loss) from
operations................. 241 148 (05 )
Interest and other
income/(expense), net...... (4.8) (0.8) 95
Income before income taxes.. 19.3 14.0 9.0
Provision for income taxes.. (2.2) (5.6) (4.2 )

Net income.................. 171% 84% 4.8 %

It is difficult for the Company to forecast its mwes or earnings accurately and the operatingtséswne or more future quarters may fall
below the expectations of securities analystswestors. Although accurate revenue forecasts #ieulli, the Company has begun to
recognize the seasonal nature of its businesarticplar, the Company has noted stronger sequepisaterly online revenue growth betwe
the fourth quarter and the first quarter, and aglQuelatively level growth rate throughout the egnder of the year. Within offline
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auction operations, B&B typically experiences tt®sgest revenue growth in the second and fouréintqes, while Kruse International
experiences its strongest revenue growth in thrd thiarter.

Due to the inherent difficulty in forecasting nevenues, it is also difficult to forecast incoma&einent expense categories as a percentage o
net revenues. Quarterly and annual income stateexpeinse categories as a percentage of net reverayelse significantly different from
historical or projected rates. In general, the Canypexpects costs to increase in absolute doltacsa all income statement categories. As
more users come to the site for practical and one-items like computers and automobiles, the Camgxpects that the number of
transactions per registered user will continuegdide. Further, the Company expects its gross iméogemain at levels lower than those
experienced historically due primarily to the effeof depreciation from recently purchased and etgakfuture purchases of site equipment
and software, increases in site operations persamaeconsulting costs, and growth within the costo support organization.

Although the operations and results of both B&B &mndse show seasonal trends in net revenues arehsap, annual results of operation
relatively stable when compared to the online bessn These trends may not be indicative of futesealts as the Company leverages the
acquired companies' expertise and expands intoipnemmnline sales and online automobile sales. Teoge extent, the changes in the
consolidated results of operations for the perjpésented are due to the growth of the online legsinthus discussions about year over year
changes will primarily focus on the online operatio

Net Revenues

The Company derives revenue from a variety of ssunecluding: listing, success, and featured itees ffor transactions occurring online,
and transaction related fees, commissions andliiectame in traditional auction operations. NeitBdipoint nor alando had significant
operations prior to 1999, and no significant revenas generated from either company in 1999. Thapaay's net revenues increased from
$41.4 million to $86.1 million in the years endedd@mber 31, 1997 and 1998, and further increas$#24.7 million in the year ended
December 31, 1999. The increases from 1997 to 4888rom 1998 to 1999 were almost solely the rasfuilicreased use of the eBay site.
Net revenues in the acquired Companies remainingpaoable with prior periods. Increases in onlineragenues were a result of the gro

of the eBay site, which is reflected in the growthhe number of registered users, listings, amdggmerchandise sales. The Company ex
that future revenue growth will be largely driventhe online services, including revenue derivedrfithe Billpoint services.

The Company has reviewed Securities and Exchangen@sion Staff Accounting Bulletin ("SAB") No. 101Revenue Recognition in
Financial Statements," and its effect on the reitamgmof listing and featured item fee revenue.hiligh the Company believes the effect of
SAB 101 on historical listing and featured item fegenue is insignificant, eBay has adopted theigian for placement fee revenue in the
first quarter of 2000. As such, listing and featlitem fee revenue will be recognized ratably dberestimated period of the listing for sale.

Cost of Net Revenues

Cost of net revenues for online operations conpistsarily of costs associated with customer supand site operations. These costs incli

compensation and allocated overhead for custonpgrostiand site operations personnel, ISP connéctitiarges and depreciation. Cost of
net revenues in traditional auction operations prily includes: compensation for auction, appraiaatl customer support personnel and
direct auction costs, such as event site rentait Gfonet revenues increased in absolute dollars $8.4 million or 20.3% of net revenues in
1997 to $16.1 million or 18.7% of net revenues994, and further increased to $57.6 million or 2b @& net revenues in 1999. The increases
from 1997 to 1998 and from 1998 to 1999 were duowat entirely to the eBay online business, inclgdime operations of alando and

Billpoint in 1999. Changes in offline cost of nevenues roughly paralleled the changes in net tmseduring the periods reported. Increases
in absolute dollar expenditures for the eBay ondiaesice during the periods from 1997 to
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1998, and from 1998 to 1999 resulted from the ool development and expansion of the Companyteroes support and site operations
departments, depreciation of the equipment reqdoethe Company's site operations, software lizepgees and ISP connectivity charges.
Cost of net revenues as a percentage of net resénespected to remain at levels higher than teese historically as the Company
continues to invest in its site infrastructure dvance of demand, depreciates recently purchasegdnegnt, and continues to grow its
customer support function.

Sales and Marketing

The Company's sales and marketing expenses fotheibnline sales and traditional auction busireease comprised primarily of
compensation for the Company's sales and markpérgpnnel, advertising, tradeshow and other pramaticosts, expenses for creative
design of the Company's website and shared empboyeéacilities costs. Sales and marketing expeinsesased in absolute dollars from
$15.6 million or 37.8% of net revenues in 1997 36.$ million or 41.8% of net revenues in 1998, anther increased to $96.0 million or
42.7% of net revenues in 1999. During the periodsmf1997 to 1998, and from 1998 to 1999, increasesarketing expenditures were
primarily driven by the online business. The insefrom 1997 to 1998 primarily resulted from substd increases in advertising and
promotional expenses, including costs associatddneitional print, broadcast and online advertisiampaigns and expenses associated with
a marketing agreement with AOL, each of which comoeel in the second half of 1998, in addition todbetinued growth in the number of
sales and marketing personnel. Increases from 99899 were primarily the result of increasesntire advertising and distribution,
including expenses associated with the marketimgeament with AOL, labor related costs, costs assediwith the use of outside services
and consultants, and miscellaneous user and pronzbttosts.

Online sales and marketing expenses are expectadrémse in 2000, due to a full year of advertjsmpressions delivered under the strat
alliance with AOL, new alliances including agreermeith Go.com and Autotrader.com, the expansioimt&rnational advertising and
expenses associated with personnel additions maitegdL999. Sales and marketing expenses in tdéitaal auction businesses are
expected to remain comparable with historical level

Product Development

The Company's product development expenses cqmsigtrily of compensation for the Company's prodietelopment staff, payments to
outside contractors, depreciation on equipment {medevelopment and shared employee and facilitisss. The Company's product
development expenses increased in absolute déitans$831,000 or 2.0% of net revenues in 1997 t6 $illion or 5.4% of net revenues in
1998, and further increased to $23.8 million 06%0 of net revenues in 1999. The year over yearggmrand all expenditures discussed,
were incurred by the online business. Neither B&B Kruse had any product development costs thr@sgember 31, 1999. The increase in
absolute dollars during the periods from 1997 188 %nd from 1998 to 1999 resulted primarily frorareases in salaries, benefits and other
personnel related costs as the Company significémtteased the size of its research and developsteff, as well as expenses related to
contractors and consultants employed within prodeselopment departments. The 1999 increase athadies Billpoint, which had no
significant expenses in 1998. Product developmepemses are expected to increase in future pepidagrily from personnel additions, the
continued impact of Billpoint product developmesmd additional depreciation costs as the Compantireges to purchase equipment to
improve and expand its operations both domesticaity internationally. These future expenditure$ alcapitalized or expensed as
appropriate. Hardware and software expenditurescaged with the continuous revision of the sitdl & capitalized and included in
computer equipment and software. Expendituresateincurred for maintenance related costs or baea judged to have a useful life of |
than one year will be expensed as incurred.

General and Administrative

The Company's general and administrative expermesst primarily of compensation for personnel andj lesser extent, fees for external
professional advisors, provisions for doubtful acus and shared employee
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and facilities costs. The Company's general andrasirative expenses increased in absolute dditars $6.5 million or 15.8% of net
revenues in 1997 to $15.8 million or 18.4% of metenues in 1998, and further increased to $43.liomibr 19.2% of net revenues in 1999.
During the periods from 1997 to 1998, and from 1898999, increases in general and administrattpemrses were primarily driven by the
online business. The increase in expenses from V998 primarily resulted from several stock tedatransactions occurring in 1998.
These include the Company's contribution in Jur@81® 321,750 shares of common stock with an estichtair value of $1.2 million to a
charitable foundation, compensation expense of $0@associated with the purchase of restrictetesha common stock by the Company's
outside directors and compensation expense of appately $1.7 million associated with stock optigranted to employees. Additional year
over year increases resulted from increases iropeed related expenses, the allowance for doubtfabunts, fees for professional services
and overhead costs. Increases from 1998 to 1988@edgprimarily from additional personnedated expenses, including those associated
the SafeHarbora program, fees for professional@sypublic company expenses including various 8liEQ fees and allocations of
overhead. The Company expects that general anchadrative expenses will increase in absolute delkand decrease as a percentage of net
revenues in future periods as eBay's online busihesomes a progressively larger piece of the didiased business. Such expenses in the
online business are typically lower as a percentdgeet revenues than those in the traditionaliandiusiness.

Amortization of Acquired Intangibles

During 1998, eBay recognized expenses totaling $®Ubrelated to the acquisition of Jump Inc. ("JUmphe majority of the Jump acquired
intangibles were fully amortized during 1999, wiitle remaining amortization continuing through thiect quarter of 2000. Other acquisition
related intangibles will be amortized at varyintesathrough 2009. From time to time the Companypashased, and expects to continue
purchasing, assets or businesses in order to nraitddeadership role in online personal tradifigese purchases may result in the creatic
intangible assets and lead to a correspondingasera the amortization of acquired intangibles.

Merger Related Costs

During the year ended December 31, 1999, the Coynipanrred direct merger related transaction cos®4.4 million which were charged
operations. There were no comparable expenses isatine periods of 1997 or 1998. As opportunitiesgmt themselves, the Company may
continue to acquire new companies; such acquisitomuld lead to additional direct and indirect enges which would negatively affect the
Company's results of operations.

Interest and Other Income (Expense), Net

The Company's interest and other income (expensg)consists of interest earned on cash, caslkaquts, and short term investments o
by interest expense, minority interests in constéd companies, and income or loss in partnersghifiye Interest expense is primarily
derived from interest payments on building mortgalgeld by B&B. The Company's interest and otheorine (expense), net declined from
$(2.0) million or (4.8)% of net revenues in 1997%{@03,000) or (0.8)% of net revenues in 1998 arwhime a gain of $21.4 million or 9.5%
1999. From 1997 to 1998, eBay's online businesstheaprimary contributor to interest income frorteiest earned on the net proceeds from
the Company's initial public offering in Septemh®&08 and, to a lesser extent, interest earnedanepds from the exercise of warrants in
May 1998. Those gains were offset primarily by iag expense incurred on mortgages held by B&B.gdie in 1999 was primarily the
result of interest earned on cash, cash equivaterdtsnvestments, particularly the interest earethe net proceeds of the Company's
follow-on offering completed in April 1999. Intetesxpense was approximately comparable between, 1998, and 1999. The Company
expects interest and other income (expense), rmetiain positive in 2000 due to the continued edeearned on the proceeds from the
follow-on offering.

24



Provision for Income Taxes

The Company's effective federal and state incomeati@ was 11.2%, 38.7% and 46.2% in the yearscebéeember 31, 1997, 1998 and
1999, respectively. Prior to its acquisition in 298&B had been taxed as an S Corporation. In cotorewith its acquisition, B&B's status
as an S Corporation was terminated, and B&B becarbgct to federal and state income taxes. Thelsmgmtal pro forma financial
information presented in the financial statementtlides an increase to the provisions for incomes®ased upon a combined federal and
state tax rate. This rate approximates the statuorrate which would have been applied if B&B Hekn taxed as a C Corporation prior to
its acquisition by eBay. The rate changes from 1891998 and from 1998 to 1999 both resulted fraum primary factors, a larger portion of
the revenue in each year was generated by eBay;@@ration, and certain non-cash, non-deductkfEenses as a percentage of pre-tax
income. The Company expects the consolidated éféetax rate to be at or near 42% during 2000.

Stock-Based Compensation

In connection with the grant of certain stock opti@nd warrants from May 1997 through May 1999 Gbmpany recorded aggregate
unearned compensation totaling $13.1 million, whicheing amortized over the four-year vestinggeof the options and the one-year term
of the warrant, respectively. Of the total unearoechpensation, approximately $25,000, $3.1 milhod $4.7 million was amortized in 1997,
1998 and 1999 respectively. The Company expectk simsed compensation expense of approximatelyrfiflibn in the year ended
December 31, 2000.

Liquidity and Capital Resources

Since inception, the Company has financed its dipgraprimarily from net cash generated from opegaactivities. The Company has
obtained additional financing from the sale of preféd stock and warrants, proceeds from the exeofithose warrants, proceeds from the
exercise of stock options, and proceeds from itelrand follow-on public offerings.

Net cash provided by operating activities was $Mil6on in 1997, $6.0 million in 1998 and $66.6lain in 1999. Net cash provided |
operating activities resulted primarily from therfmany's net income before non-cash charges fortemation of unearned compensation, the
provision for doubtful accounts, depreciation antbétization, as well as increases in various liibg, offset by partnership losses and
changes in accounts receivable.

Net cash used in investing activities totaled $8illion in 1997, $53.0 million in 1998, and $602llion in 1999. Purchases of investmer
property, equipment and intangibles was the prinuseyfor invested cash in all years presentediafigroffset in 1998 by the sale of property
and equipment. During 1998 and 1999, proceeds frabfic offerings were used to purchase $40.4 mmlhod $509.6 million of investments,
respectively.

Net cash provided by financing activities was $860,in 1997, $72.2 million in 1998 and $718.7 roillin 1999. During 1997, 1998 a
1999, the Company made distributions to B&B stodtters, but those amounts were offset by debt an@yegroceeds. The Company
remained cash flow positive from financing actestiprimarily due to the completion of its initiallgic offering in September 1998 and its
follow-on offering in April 1999. To a lesser extefinancing activities included the exercise oéferred stock warrants in 1998 and B&B
stockholders' contributions during 1997, 1998 a@@ol

eBay had no material commitments for capital exgierek at December 31, 1999, but expects such eipees to be at least $60.0 million
through December 31, 2000. Such expenditures witigrily be for computer equipment, furniture anddres and leasehold improvements.
eBay also has total minimum lease obligations & &3nillion under certain noncancellable operateases and notes payable obligations of
$27.3 million through December 2004. In March 199Bay and AOL expanded the scope of their strategic
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relationship. Under this new agreement, eBay valf AOL $75 million over the fouyear term of the contract. See Notes 7 and 10 ¢éd\im
Consolidated Financial Statements.

The Company believes that its existing cash, cgsivalents and investments, and any cash gendiatadoperations will be sufficient to
fund its operating activities, capital expenditua@sl other obligations for the foreseeable futhi@wvever, if during that period or thereafter
the Company is not successful in generating sefiiccash flow from operations or in raising additibcapital when required in sufficient
amounts and on terms acceptable to the Compang,dhmpany's business could suffer.

Year 2000

The Company reviewed and tested its internal progrand those of its newly-acquired businesses atadrdined that there were no
significant Year 2000 issues within its or theiisgion critical systems or services. During the Canyjs review of third-party software, the
Company and its subsidiaries identified certairveafe "patches" for third-party software that nektiebe implemented for Year 2000
compliance. All of these patches were implementéat po January 1, 2000. Total out-pécket costs associated with Y2K remediation e$
were less than $1.5 million. Although the Compaag hot experienced any significant Year 2000 probli its own software or third- party
systems, it is possible that such problems stiite¥ so, the Company could face unexpected espeto fix such problems or suffer
unexpected outages, either of which would harrbutsiness.

Risk Factors

The risks and uncertainties described below arg¢hmobnly ones facing our company. Additional rigksl uncertainties not presently known
to us or that we currently deem immaterial also fngyair our business operations. If any of thedwihg risks actually occur, our business
could be harmed.

We have a limited operating history

Our company was formed as a sole proprietorshieistember 1995 and we incorporated in May 1996hsve only a limited operating
history on which you can base an evaluation ofbmsiness and prospects. As an online commerce conipahe early stage of developme
we face substantial risks, uncertainties, expeasddifficulties. You should consider an investmianbur company in light of these risks,
uncertainties, expenses and difficulties. To addtlesse risks and uncertainties, we must do thewlg:

. maintain and increase our number of registeredsygems listed on our service and completedssale
. expand into new markets;

. maintain and grow our website and customer supjpm@rations at a reasonable cost;
. continue to make trading through our servicerdafeusers;

. maintain and enhance our brand;

. successfully execute our business and marketiatpgy;

. continue to develop and upgrade our technologlyiafiormation processing systems;
. continue to enhance our service to meet the nefeelshanging market;

. provide superior customer service;

. respond to competitive developments; and

. attract, integrate, retain and motivate qualifiedsonnel.
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We may be unable to accomplish one or more of tgeaés, which could cause our business to suffieadiition, accomplishing one or more
of these goals might be very expensive, which cbalen our financial results.

Our operating results may fluctuate

Our operating results have varied on a quarterjsb@during our short operating history. Our op@eatiesults may fluctuate significantly as a
result of a variety of factors, many of which argside our control. Factors that may affect ournrtprly operating results include the
following:

. our ability to retain an active user base, toaattnew users who list items for sale and who lpase items through our service and to
maintain customer satisfaction;

. our ability to keep our website operational amdanage the number of items listed on our service;

. the amount and timing of operating costs andtabpkpenditures relating to the maintenance ampamsion of our business, operations and
infrastructure;

. federal, state or local government regulatiooluding investigations prompted by items impropdigdied or sold by our users;
. the introduction of new sites, services and petelby us or our competitors;

. volume, size, timing and completion rate of tada our website;

. consumer confidence in the security of transastian our website;

. our ability to upgrade and develop our systentsiafrastructure to accommodate growth;

. technical difficulties or service interruptions;

. our ability to attract new personnel in a timahd effective manner;

. our ability to retain key employees in both oafilme businesses and our new acquisitions;

. the ability of our land-based auction businessescquire high quality properties for auction;

. the timing, cost and availability of advertisimgtraditional media and on other websites andnengiervices;
. the timing of marketing expenses under existimgtiacts;

. consumer trends and popularity of some categofiesllectible items;

. the success of our brand building and marketamgpaigns;

. the level of use of the Internet and online sB¥9j

. increasing consumer acceptance of the Interrebtrer online services for commerce and, in paldic the trading of products such as tt
listed on our website; and

. general economic conditions and economic condit&pecific to the Internet and electronic commérdastries.

Our limited operating history and the emerging ratf the markets in which we compete make it cliffi for us to forecast our revenues or
earnings accurately. We believe that period-toguecomparisons of our operating results may nahbaningful and you should not rely
upon them as an indication of future performance.d& not have backlog, and almost all of our netmees each quarter come from items
that are listed and completed during that qua@er.operating results in one or more future quameay fall below the expectations of
securities analysts and investors. In that evaettrading price of our common stock would almestainly decline.
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Our failure to manage growth could harm us

We currently are experiencing a period of significaxpansion in our headcount, facilities and istinacture and we anticipate that further
expansion will be required to address potentialginan our customer base and market opportunilibs expansion has placed, and we
expect it will continue to place, a significantastr on our management, operational and financg&lueces. The areas that are put under sever
strain by our rate of growth include the following:

. The Website. We must constantly add new hardwgudate software and add new engineering perséo@elcommodate the increased use
of our website. This has reduced our margins. laweunable to increase the capacity of our systarieast as fast as the growth in demand
for this capacity, our website may become unstabttmay cease to operate for periods of time. We kaperienced periodic unscheduled
downtime. Continued unscheduled downtime could haunbusiness and also could anger users of ousiteednd reduce future revenues.

. Customer Support. We must expand our customerastipperations to accommodate the increased nuafhesers and transactions on our
website. If we are unable to hire and successftdiy sufficient employees or contractors in thisaa users of our website may have negative
experiences and current and future revenues caifiers

. Customer Accounts. Our revenues are dependgnmtoonmpt and accurate billing processes. If we agblento grow our transaction
processing abilities to accommodate the increasimgber of transactions that must be billed, oulitglio collect revenue will be harmed.

We must continue to hire, train and manage new eyegls at a rapid rate. The majority of our empleyteday have been with us less than
one year and we expect that our rate of hiring edglitinue at a very high pace. If our new hiresrariegood hires, or if we are unsuccessful in
training and integrating these new employees, asimess may be harmed. To manage the expectedgodwur operations and personnel,
we will need to improve our transaction processopgrational and financial systems, procedurescanttols. Our current and planned
personnel, systems, procedures and controls mayenatlequate to support our future operations. \dAelm unable to hire, train, retain and
manage required personnel or to identify and takeatage of existing and potential strategic refethips and market opportunities.

We may not maintain profitability
We believe that our continued profitability will glend in large part on our ability to do the follogyi
. maintain sufficient transaction volume to attrbgyers and sellers;

. manage the costs of our business, includingdsts@ssociated with maintaining and developingn@bsite, customer support and
international expansion;

. increase our brand name awareness; and
. provide our customers with superior community &ading experiences.

We are investing heavily in marketing and promaticustomer support, further development of our wtebtechnology and operating
infrastructure development. The costs of thesesiments have reduced our margins and are expextedain significant into the future. In
addition, we have significant ongoing commitmentsame of these areas. As a result, we may beaitmbldjust our spending rapidly
enough to compensate for any unexpected revenutfahavhich may harm our profitability. The exéstce of several larger and more
established companies that are rapidly enablinmemsiales as well as new companies, many of whonotoharge for transactions on their
sites and others who are facilitating trading tigtoother pricing formats (fixed price, reverse @rgtgroup buying, etc.) limits our ability to
raise user fees in response to declines in prdftialin addition, we are spending in advance oficpated growth, which may also harm our
profitability. Our historic growth rates are notstainable and we expect in the near term that asts¢particularly those related to site
operations, customer support, payments, othersinfreture and our international, regional and pueminitiatives, will continue to increase.
In view of the rapidly evolving nature
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of our business and our limited operating histarg,believe that period-to- period comparisons afaperating results are not necessarily
meaningful. You should not rely upon our historieggults as indications of our future performance.

Acquisitions could result in dilution, operatindfiaiulties and other harmful consequences

If appropriate opportunities present themselvesintend to acquire businesses, technologies, sdc products that we believe are
strategic. In 1999 we completed the four acquisgtidescribed earlier in this document as well asra¢ smaller acquisitions. The process of
integrating any acquisition may create unforesqmrating difficulties and expenditures and is ftsieky. The areas where we may face
difficulties include:

. diversion of management time (at both compardasng the period of negotiation through closingl durther diversion of such time after
closing from focus on operating the businessessiogs of integration and future products;

. decline in employee morale and retention issesslting from changes in compensation, reportitatimnships, future prospects, or the
direction of the business;

. the need to integrate each company's accoumtiagagement information, human resource and otheinégtrative systems to permit
effective management and the lack of control ifhsimtegration is delayed or not implemented; and

. the need to implement controls, procedures atidig® appropriate for a larger public company@npanies that prior to acquisition had
been smaller, private companies.

Prior to the 1999 acquisitions we had almost nadrpce in managing this integration process. Mbsur acquisitions to date have invoh
either family run companies or very early stage panies, which may worsen these integration isgdeseover, the anticipated benefits of
any or all of these acquisitions may not be redliZaiture acquisitions or mergers could resultdteptially dilutive issuances of equity
securities, the incurrence of debt, contingentilitéds or amortization expenses related to goodavid other intangible assets, any of which
could harm our business. Future acquisitions ogerermay require us to obtain additional equitdedst financing, which may not be
available on favorable terms or at all. Even ifilkde, this financing may be dilutive.

Unauthorized break-ins or other assaults on omicgecould harm our business

Our servers are vulnerable to computer virusessiphi/or electronic break-ins and similar disrupsipwhich could lead to interruptions,
delays, loss of data or the inability to complaistomer transactions. In addition, unauthorizedqes may improperly access our data. We
have experienced an unauthorized break-in by &kéragvho has stated that he can in the future denoaghange our system or take
confidential information. We have also experientgehial of service" attacks on our system which enadr website unavailable for periods
of time. These and other types of attacks couldhhas. Actions of this sort may be very expensiveetoedy and could damage our reputa
and discourage new and existing users from usingenvice.

Our business may be harmed by the listing or salaub users of illegal items

The law relating to the liability of providers ofiline services for the activities of their userstlogir service is currently unsettled. We are
aware that certain goods, such as firearms, oteapans, adult material, tobacco products, alcomladher goods that may be subject to
regulation by local, state or federal authoritleesye been listed and traded on our service. Webmaynable to prevent the sale of unlawful
goods, or the sale of goods in an unlawful manmeysers of our service, and we may be subjedtégations of civil or criminal liability for
unlawful activities carried out by users through service. In order to reduce our exposure to this
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liability, we have prohibited the listing of cemtatems and increased the number of personnelw@viequestionable items. We may in the
future implement other protective measures thaldcmguire us to spend substantial resources atmf@duce revenues by discontinuing

certain service offerings. Any costs incurred assault of liability or asserted liability relating the sale of unlawful goods or the unlawful
sale of goods, could harm our business. In additienhave received significant and continuing mediantion relating to the listing or sale
unlawful goods on our website. This negative putylicould damage our reputation and diminish theeaf our brand name. It also could
make users reluctant to continue to use our sevice

Our business may be harmed by the listing or saleub users of pirated items

We have received in the past, and we anticipate/ifleeceive in the future, communications allegihgt certain items listed or sold through
our service by our users infringe third-party caoghits, trademarks and tradenames or other intab¢groperty rights. Although we have
actively sought to work with the content commundayeliminate infringing listings on our website ns® content owners have expressed the
view that our efforts are insufficient. An allegatiof infringement of third-party intellectual prepy rights may result in litigation against us.
Any such litigation could be costly for us, coulssult in increased costs of doing business thrauatylerse judgment or settlement, could
require us to change our business practices innskpeways, or could otherwise harm our business."&egal proceedings.”

Our business may be harmed by fraudulent activitiesur website

Our future success will depend largely upon selleliably delivering and accurately representingjithisted goods and buyers paying the
agreed purchase price. We have received in the gradtanticipate that we will receive in the fujlwsemmunications from users who did not
receive the purchase price or the goods that wenave been exchanged. While we can suspend tbharasoof users who fail to fulfill their
delivery obligations to other users, we do not hidneeability to require users to make paymentsativer goods or otherwise make users
whole other than through our limited insurance paog Other than through this program, we do notpemsate users who believe they have
been defrauded by other users. We also periodioadigive complaints from buyers as to the qualitthe goods purchased. Negative
publicity generated as a result of fraudulent aregitive conduct by users of our service could dantag reputation and diminish the value
our brand name. We expect to continue to receigeasts from users requesting reimbursement orttied or commencing legal action
against us if no reimbursement is made. This dditigation could be costly for us, divert managamhattention, result in increased costs of
doing business, lead to adverse judgments or aithketwise harm our business.

Government inquiries may lead to charges or parsalti

On January 29, 1999, we received requests to peocertain records and information to the federakgoment relating to an investigation of
possible illegal transactions in connection with eebsite. We have been informed that the inquichides an examination of our practices
with respect to these transactions. We have praviakther information in connection with this onggiinquiry. In order to protect the
investigation, the court has ordered that no furthublic disclosures be made with respect to théena

On March 24, 2000, B&B received a grand jury sulsoigom the antitrust division of the Departmengos$tice requesting documents
relating to, among other things, changes in B&Bliess commissions and buyer's premiums and disoos, agreements or understandings
with other auction houses, in each case since M@Xelieve this request may be related to a plybigported criminal investigation of
auction houses for price fixing. Should these or @ther investigations lead to civil or criminalasiges against us, we would likely be harmed
by negative publicity, the costs of litigation, ttieersion of management time and other negatifexts, even if we ultimately prevail. Our
business would certainly suffer if we were not tev@ail in any action like this. Even the procesgufviding records and information can be
expensive, time consuming and result in the dieersif management attention.
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A large number of transactions occur on our webgigea result, we believe that government regualt@ve received a substantial number of
consumer complaints about us which, while small psrcentage of our total transactions, are largggregate numbers. As a result, we |
from time to time been contacted by various fedestate and local regulatory agencies and beerthaldhey have questions with respect to
the adequacy of the steps we take to protect arsdgom fraud. For example, the City of New YorRepartment of Consumer Affairs
received complaints from users about transactionsup website. In investigating these complairts, Department of Consumer Affairs
requested information about us and these transactiVe have provided the requested information avédikely to receive additional
inquiries from regulatory agencies in the futur&jeh may lead to action against us. We have resggbralall inquiries from regulatory
agencies by describing our current and plannedranti efforts. If one or more of these agenciewissatisfied with our response to currer
future inquiries, the resultant investigations aotential fines or other penalties could harm ausiess.

We have recently provided information to the anstrdivision of the Department of Justice in cortioecwith an inquiry with an inquiry into
our conduct with respect to "auction aggregatarsltiding our licensing program and our lawsuit agaBidder's Edge. Should the division
decide to take action against us, we would likeyhbrmed by negative publicity, the costs of th@acpossible private antitrust lawsuits, the
diversion of management time and effort and pezsliie might suffer if we ultimately were not to yai.

Some of our businesses are subject to regulatidrotiers may be in the future

Both B&B and Kruse are subject to regulation in sgarisdictions governing the manner in which laugctions are conducted. Both are
required to obtain licensure in these jurisdictiarith respect to their business or to permit tHe shcategories of items (e.g. wine,
automobiles, real estate). These licenses genenait be renewed regularly and are subject to mimcfor violation of law, violation of the
regulations governing auctions in general or the shthe particular item and other events. If @itbompany was unable to renew a license or
had a license revoked, its business would be harmexdidition, changes to the regulations or tberisure requirements could increase the
complexity and the cost of doing auctions, thereisming us.

As our activities and the types of goods listedansite expand, state regulatory agencies magndlaat we are subject to licensure in their
jurisdiction. These claims could result in costtightion or could require us to change our marofafoing business in ways that increase
costs or reduce our revenues or force us to praigbngs of certain items. We could also be sabjfe fines or other penalties. Any of these
outcomes could harm us.

Billpoint, our Internet payment company, is subjectinique risks

Billpoint is subject to unique risks as a providéinternet payment solutions. Businesses that leas@hsumers' funds are subject to
numerous regulations, including those related tikivay, credit cards, escrow, fair credit reportargl others. Billpoint is a new business with
a relatively novel approach to facilitating paynterit is not yet known how regulatory agencies tréht Billpoint. The cost and complexity

of Billpoint's business may increase if certainulatjons are deemed to apply to its business. diitiad to the need to comply with these
regulations, Billpoint's business is also subjeatigks of fraud, the need to grow systems andgm®es rapidly if its product is well receive!
high level of competition, including competitors avare currently not charging for their product affgs, and the need to coordinate systems
and policies among itself, us and Wells Fargo Bartkich will be the provider of payment services.

We are subject to risks associated with informatitmseminated through our service

The law relating to the liability of online serviceompanies for information carried on or dissetgiddhrough their services is currently
unsettled. Claims could be made against onlineics\companies under both United States and fotaigrior defamation, libel, invasion of
privacy, negligence, copyright or trademark infengent, or other theories based on the nature ameérmoof the materials disseminated
through their

31



services. Several private lawsuits seeking to irapiadility upon online services companies curngatle pending. In addition, federal, state
and foreign legislation has been proposed that sapdiability for or prohibits the transmission otee Internet of certain types of
information. Our service features a Feedback Fominich includes information from users regardinigestusers. Although all such feedback
is generated by users and not by us, it is pos#iblea claim of defamation or other injury coultlihade against us for content posted in the
Feedback Forum. Claims like these become moreylidetl have a higher probability of success in lictsons outside the U.S. If we become
liable for information provided by our users andrigal on our service, we could be directly harmed we may be forced to implement new
measures to reduce our exposure to this liabilitys may require us to expend substantial resowedfor to discontinue certain service
offerings. In addition, the increased attentionufsed upon liability issues as a result of theselats and legislative proposals could harm our
reputation or otherwise impact the growth of ousibass. We carry liability insurance, but it may be adequate to fully compensate us if
become liable for information carried on or throughr service. Any costs incurred as a result & lilability or asserted liability could harm
our business.

We are subject to intellectual property and othiggyation

On March 23, 1999, we were sued by Network Enginge8oftware, Inc. ("NES") in the U.S. District Gbfor the Northern District of
California for our alleged willful and deliberatéolation of a patent. The suit sought unspecifiathetary damages as well as an injunction
against our operations. It also sought treble da@siagd attorneys' fees and costs. We have entdced settlement agreement and license
with NES, and this suit has been dismissed witjugiee.

On September 1, 1999, we were served with a laviledtby Randall Stoner, on behalf of the generailic, in San Francisco Superior Court
(No. 305666). The lawsuit alleges that we violgsetttion 17200 of the California Business & ProfassiCode, a statute that relates to unfair
competition, based upon the listing of "bootleg™girate” recordings by our users, allegedly inlaimn of California penal statutes relating
the sale of unauthorized audio recordings. Theu#vegeks declaratory and injunctive relief, redittn and legal fees. Discovery has
commenced. We believe we have meritorious defetiosibds lawsuit and intend to defend ourselves ragely. However, even if successful,
this defense could be costly and, if we were te kbss lawsuit, our business could be harmed.

On December 10, 1999, we sued Bidder's Edge, Itteeitunited States District court for the North&istrict of California alleging trespass,
unfair competition, violation of the computer fraadd abuse act, misappropriation, false advertisragemark dilution, injury to business
reputation, interference with prospective econoagicantage, and unjust enrichment. On February(),2idder's Edge denied these claims
and counterclaimed against us alleging that we kilated the antitrust laws by monopolizing oeatpting to monopolize a market, we are
competing unfairly, and that we interfered withithmntract with eBay magazine. Bidder's Edge ekseg treble damages, an injunction and
its fees and costs. Expedited discovery in thig tes commenced. We intend to prosecute our cmtislefend ourselves against Bidder's
Edge counterclaims vigorously. However, this lawsoiuld be costly and our business could be haiimeéd were to lose.

Other third parties have from time to time clainzedi may claim in the future that we have infringlegir past, current or future technologies.
We expect that participants in our markets increggiwill be subject to infringement claims as thember of services and competitors in our
industry segment grows. Any claim like this, whetheeritorious or not, could be time- consumingutem costly litigation, cause service
upgrade delays or require us to enter into royaltcensing agreements. These royalty or licensigiggements might not be available on
acceptable terms or at all. As a result, any cldnthis could harm our business.

The inability to expand our systems may limit otmwgth

We seek to generate a high volume of traffic aadgactions on our service. The satisfactory pedoaeg, reliability and availability of our
website, processing systems and network infrastrecre critical to our reputation and our abiliiyattract and retain large numbers of users.
Our revenues depend on the number of
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items listed by users, the volume of user trangastthat are successfully completed and the fineép paid for the items listed. If the volu

of traffic on our website or the number of iteménigdisted for sale continues to increase, we méikd to expand and upgrade our technology,
transaction processing systems and network infrestre. We may be unable to accurately projectdbeor timing of increases, if any, in the
use of our service or to timely expand and upgmadesystems and infrastructure to accommodatermrgases.

We use internally developed systems to operatsemice and for transaction processing, includiiijn and collections processing. We
must continually improve these systems in ordexcdmommodate the level of use of our website. Intadd we may add new features and
functionality to our services that would resultlire need to develop or license additional techriekogVe capitalize hardware and software
costs associated with this development in accoedariith company policy and include such amountsimguter equipment and software.
Internal expenses are often judged to have usgis bf less than one year, or have been more ppately classified as maintenance related
costs. As such, these costs are expensed as itic@ue inability to add additional software anddware or to upgrade our technology,
transaction processing systems or network infragira to accommodate increased traffic or transaatolume could have adverse
consequences. These consequences include unatetitiyestem disruptions, slower response times adegjon in levels of customer support,
impaired quality of the users' experience on owise and delays in reporting accurate financi&iimation. Our failure to provide new
features or functionality also could result in thesnsequences. We may be unable to effectivelyadpgand expand our systems in a timely
manner or to integrate smoothly any newly develomreglurchased technologies with our existing systerhese difficulties could harm or
limit our ability to expand our business.

System failures could harm our business

We have experienced system failures from timenb@ tiOur website has been interrupted for periodgdb 22 hours. In addition to placing
increased burdens on our engineering staff, thetsges create a flood of user questions and contpltiiat must be responded to by our
customer support personnel. Any unscheduled imtéomu in our service results in an immediate loSsewenues that can be substantial and
may cause some users to switch to our competifore experience frequent or persistent systenufad, our reputation and brand could be
permanently harmed. We are currently taking stepisdrease the reliability and redundancy of owtesyn. These steps are expensive, reduce
our margins and may not be successful in redugiadrequency or duration of unscheduled downtime. &Bay Germany website is
maintained by a third party. Any failure by thigtyao successfully operate this site could danmagebusiness.

Substantially all of our computer hardware for @pieig our service currently is located at the fae# of Exodus Communications, Inc. in
Santa Clara, California and AboveNet in San Josdifdnia. These systems and operations are vubheta damage or interruption from
earthquakes, floods, fires, power loss, telecompatian failures and similar events. They are aldgest to break-ins, sabotage, intentional
acts of vandalism and similar misconduct. We domaintain fully redundant systems or alternativeviders of hosting services, and we do
not carry business interruption insurance suffictercompensate us for losses that may occur. Beapy precautions we may take, the
occurrence of a natural disaster or other unarmtiegh problems at either the Exodus or AboveNetifiaciould result in interruptions in our
services. In addition, the failure by Exodus or a&Net to provide our required data communicati@apacity could result in interruptions in
our service. Any damage to or failure of our systerould result in interruptions in our service elmtiptions in our service will reduce our
revenues and profits, and our future revenues eafitpwill be harmed if our users believe that gystem is unreliable.

Our stock price has been and may continue to berarly volatile

The trading price of our common stock has beenigtikely to be extremely volatile. Our stock priceuld be subject to wide fluctuations in
response to a variety of factors, including théofelng:

. actual or anticipated variations in our quartegherating results;
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. unscheduled system downtime;

. additions or departures of key personnel;

. announcements of technological innovations or sewices by us or our competitors;

. changes in financial estimates by securitiesyaiss|

. conditions or trends in the Internet and onlinenmerce industries;

. changes in the market valuations of other Inteon®nline service companies;

. developments in Internet regulation;

. announcements by us or our competitors of sicgnifi acquisitions, strategic partnerships, joimtuees or capital commitments;
. sales of our common stock or other securitighénopen market; and

. other events or factors that may be beyond ontrab

In addition, the trading price of Internet stockgeneral, and ours in particular, have experieme#ietme price and volume fluctuations in
recent months. These fluctuations often have beeglated or disproportionate to the operating perémce of these companies. The
valuations of many Internet stocks, including oarg, extraordinarily high based on conventionaliaibn standards such as price to earnings
and price to sales ratios. The trading price ofammmon stock has increased enormously from thi@lipublic offering price. These trading
prices and valuations may not be sustained. Angatigchange in the public's perception of the pecss of Internet or e-commerce
companies could depress our stock price regardfessr results. Other broad market and industryoi@cmay decrease the market price of
our common stock, regardless of our operating perdince. Market fluctuations, as well as generatipal and economic conditions such as
recession or interest rate or currency rate fluina, also may decrease the market price of ommoon stock. In the past, following declines
in the market price of a company's securities, I5&esl class-action litigation often has been tustid against the company. Litigation of this
type, if instituted, could result in substantiastoand a diversion of management's attention esmlrces.

New and existing regulations could harm our busi

We are subject to the same federal, state and llmwalas other companies conducting business oimtikimet. Today there are relatively few
laws specifically directed towards online serviddswever, due to the increasing popularity andafgbe Internet and online services, many
laws relating to the Internet are being debatdteastate and federal levels and it is possiblel#ves and regulations will be adopted with
respect to the Internet or online services. Thaas land regulations could cover issues such aseoatintracts, user privacy, freedom of
expression, pricing, fraud, content and qualitypfducts and services, taxation, advertising, lietalal property rights and information
security. Applicability to the Internet of existit@ws governing issues such as property ownersbjpyrights and other intellectual property
issues, taxation, libel, obscenity and personalgsi is uncertain. The vast majority of these lavese adopted prior to the advent of the
Internet and related technologies and, as a rekuhpt contemplate or address the unique issugdhternet and related technologies.
Those laws that do reference the Internet, sutheasecently passed Digital Millennium CopyrighttAlcave not yet been interpreted by the
courts and their applicability and reach are treeetincertain. In addition, numerous states, irinlyithe State of California, where our
headquarters are located, have regulations regahdiw "auctions” may be conducted and the liabdityauctioneers" in conducting such
auctions. No legal determination has been madeneghect to the applicability of the California udations to our business to date and little
precedent exists in this area. Several statesoamsdering imposing these regulations upon us ouears, which could harm our business. In
addition, as the nature of the products listed lnyusers changes, we may become subject to newategurestrictions.
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Several states have proposed legislation that wloultlthe uses of personal user information gagdewnline or require online services to
establish privacy policies. The Federal Trade Cossinn also has recently settled proceedings regattle manner in which personal
information is collected from users and providedhtod parties. Changes to existing laws or thespge of new laws intended to address these
issues could directly affect the way we do busimessould create uncertainty in the marketplaces Tould reduce demand for our services,
increase the cost of doing business as a reslifigattion costs or increased service delivery spst otherwise harm our business. In addit
because our services are accessible worldwidewarfdcilitate sales of goods to users worldwidegifin jurisdictions may claim that we are
required to comply with their laws. As we expand iolernational activities, we will become obligate comply with the laws of the

countries in which we operate. Compliance may beentostly or may require us to change our busipesstices or restrict our service
offerings relative to those in the United Statesr @ilure to comply with foreign laws could subjess to penalties ranging from fines to bans
on our ability to offer our services.

In the United States, companies are required ttifgw@s foreign corporations in states where they@nducting business. As an Internet
company, it is unclear in which states we are digteanducting business. Our failure to qualifyaaforeign corporation in a jurisdiction
where we are required to do so could subject tsxt®s and penalties for the failure to qualify andld result in our inability to enforce
contracts in those jurisdictions. Any new legiglator regulation, or the application of laws orukdgions from jurisdictions whose laws do
not currently apply to our business, could harmhmusiness.

Our business has been seasonal

Our results of operations historically have beemeswhat seasonal in nature because many of our iezhrse their activities on our website
during the Thanksgiving and Christmas holidays aitll the onset of good weather. Both B&B and Krhage significant quarter to quarter
variations in their results of operations dependinghe timing of auctions and the availabilityhagh quality items from large collections and
estates. B&B typically has its best operating rissinl the traditional fall and spring auction se@sand has historically incurred operating
losses in the first and third quarters. Kruse tgfycsees a seasonal peak in operations in the dgjiarter. Seasonal or cyclical variations in
business may become more pronounced over time agcharm our results of operations in the future.

We are dependent on the continued growth of ororemerce

The business of selling goods over the Internatiquéarly through personal trading, is new andawyic. Our future net revenues and profits
will be substantially dependent upon the widespiaptance of the Internet and online servicesrasdium for commerce by consumers.
Rapid growth in the use of and interest in therlmteéand online services is a recent phenomends.abeeptance and use may not continue.
Even if the Internet is accepted, concerns abauwidfr privacy and other problems may mean thatfecsuftly broad base of consumers will
not adopt the Internet as a medium of commercpatticular, our website requires users to makeiplytdvailable their e-mail addresses and
other personal information that some potential siggsty be unwilling to provide. These concerns maydgase as additional publicity over
privacy issues on eBay or generally over the Ireimcrease. Market acceptance for recently inttediservices and products over the
Internet is highly uncertain, and there are fewproservices and products. In order to expand ser lbase, we must appeal to and acquire
consumers who historically have used traditionahnseof commerce to purchase goods.

There are many risks associated with our internatioperations

We are expanding internationally. We recently aggialando, a leading online German personal tgggliatform, and began operations in
United Kingdom and, through a joint venture, in &aba. In February 2000, we further expanded rgpan. Expansion into international

markets will require management attention and nes®u We have limited experience in localizing senvice to conform to local cultures,
standards and policies. We may have to competelagdi companies who understand the local marki¢bthan we do. We
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may not be successful in expanding into internatiomarkets or in generating revenues from foreigerations. Even if we are successful, the
costs of operating internationally are expecteeiteed our international net revenues for at lE2shonths in most countries. As we conti
to expand internationally, we are subject to riskdoing business internationally, including thédaing:

. regulatory requirements, including regulatiorfaidctions," that may limit or prevent the offeriofour services in local jurisdictions;
. legal uncertainty regarding liability for thetlisgs of our users, including less Internet frignidasic law and unique local laws;

. government-imposed limitations on the public'sess to the Internet;

. difficulties in staffing and managing foreign oatons;

. longer payment cycles, different accounting pcastand problems in collecting accounts receiyable

. cultural nonacceptance of online trading;

. higher telecommunications and internet serviowiger costs;

. more stringent consumer protection laws;

. seasonal reductions in business activity; and

. potentially adverse tax consequences.

Some of these factors may cause our internatiassdo exceed our domestic costs of doing busifi@sthe extent we expand our
international operations and have additional pogiof our international revenues denominated iei¢pr currencies, we also could become
subject to increased difficulties in collecting aaots receivable and risks relating to foreign ency exchange rate fluctuations.

Our business may be subject to sales and othes taxe

We do not collect sales or other similar taxes oods sold by users through our service. One or states may seek to impose sales tax
collection obligations on companies such as owaséhgage in or facilitate online commerce. Severgposals have been made at the state
and local level that would impose additional tagaghe sale of goods and services through thenetefhese proposals, if adopted, could
substantially impair the growth of electronic conmoge and could diminish our opportunity to deriireahcial benefit from our activities. In
1998, the U.S. federal government enacted legisigiiohibiting states or other local authoritiemfrimposing new taxes on Internet
commerce for a period of three years. This tax nooiwm will last only for a limited period and doest prohibit states or the Internal
Revenue Service from collecting taxes on our incdfrany, or from collecting taxes that are due emelxisting tax rules. A successful
assertion by one or more states or any foreignteptimat we should collect sales or other taxethenexchange of merchandise on our sy:
would harm our business.

We are dependent on key personnel

Our future performance will be substantially depamtcon the continued services of our senior managéeand other key personnel. Our
future performance also will depend on our abiiityetain and motivate our other officers and keypkyees. The loss of the services of any
of our executive officers or other key employeeslddarm our business. We do not have long- terpl@egment agreements with any of our
key personnel and we do not maintain any "key perbfe insurance policies. Our new businessesairdependent on attracting and
retaining key employees. The land-based auctiombsses are particularly dependent on specialstsanior management because of the
relationships these individuals have establishel sellers who consign property for sale at auctidean Kruse is particularly important to
Kruse. We have had some turnover of these typpsrsbnnel, and continued losses could result imoggeof significant future business and
would harm us. Such personnel are in great demyprdher online companies. In addition, employeadwer frequently
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increases during the period following an acquigitie employees evaluate possible changes in coapEnsculture, reporting relationships,
and the direction of the business. Such increagaver could increase our costs and reduce ourduevenues. Our future success also will
depend on our ability to attract, train, retain amativate highly skilled technical, managerial, ke&ting and customer support personnel.
Competition for these personnel is intense, espeda engineers and especially in the San FranBay Area, and we may be unable to
successfully attract, integrate or retain suffitiequalified personnel. In making employment demis, particularly in the Internet and high-
technology industries, job candidates often comsiue value of the stock options they are to rez@ivconnection with their employment.
Fluctuations in our stock price may make it mofffiailt to retain and motivate employees whose lstogtion strike prices are substantially
above current market prices.

Our new land-based auction businesses need toaerttd acquire properties

The businesses of B&B and Kruse are both deperaietite continued acquisition of high quality auctfroperties from sellers. Their future
success will depend in part on their ability to main an adequate supply of high quality auctiaspprty, particularly fine and decorative arts
and collectibles and collectible automobiles, retipely. There is intense competition for thesecpg&with other auction companies and
dealers. In addition, a small number of key semianagement and specialists maintain the relatipashith the primary sources of auction
property and the loss of any of these individualsgld harm the business of B&B and Kruse.

Our new land-based auction businesses could doffses from price guarantees, advances or resuissfcsales

In order to secure high quality auction properfies sellers, B&B and Kruse may give a guarante@dmum price or a cash advance to a
seller, based on the estimated value of the prppiééthe auction proceeds are less than the amguentanteed, or less than the amount
advanced and the seller does not repay the ditferehe company involved will suffer a loss. In #@idd, under certain circumstances a buyer
who believes that an item purchased at auction doekave good title, provenance or authenticity mescind the purchase. Under these
circumstances, the company involved will lose @dmmissions and fees on the sale even if the sall@ccordance with the terms and
conditions of sale, in turn accepts back the itech r@turns the funds he or she received from tlee sa

We acquired real property with some of our new hesses

In connection with the acquisition of Kruse and B&B acquired real property including land, buildirapnd interests in partnerships holding
land and buildings. We have no experience in margaggal property. Ownership of this property sutgers to new risks, including:

. the possibility of environmental contaminatiorddahe costs associated with fixing any environmlgmtablems;

. the possible need for structural improvemengrder to comply with zoning, seismic, disabilityt ac other requirements; and
. possible disputes with tenants, partners or sther

Our market is intensely competitive

Online personal trading market is a new, rapidlgleimg and intensely competitive area. The Compaxpects competition to intensify in the
future as the barriers to entry are relatively lawg current and new competitors can launch nes sita nominal cost using commercially
available software. Depending on the category ofipct, eBay currently or potentially competes veithumber of companies serving
particular categories of goods as well as thosarggbroader ranges of goods. Brdaased competitors include the vast majority ofitiawkl
department and general merchandise stores asswetharging online retailers. These
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include most prominently: Wal-Mart, Kmart, Targ8ears, Macy's, JC Penney, Montgomery Ward, CoS&m's Club as well as
Amazon.com, Buy.com, AOL.com, Yahoo! shopping angiNv

In addition, eBay faces competition from speciadttailers and exchanges in each of its categofipsoducts. For example:
Antiques: Christies, eHammer, Sotheby's / Sothebys, Sothebys.amazon.com

Coins & Stamps: Collectors Universe, Heritage, Nanmatists Online, US Mint

Collectibles: Franklin Mint

Musical Instruments: Guitar Center, Harmony-Cerntah, MARRS, MusicHotBid.com

Sports Memorabilia: Beckett's, Collectors Universe

Toys, Bean Bag Plush: Amazon.com, eToys.com, KBsT@gys.com, Toys R Us

Premium Collectibles: Christies, DuPont Registragv€inet, Greg Manning Auctions, iCollector, Lycdskinner Auctions, Millionaire.com,
Phillips (LVMH), Sotheby's, Sothebys.amazon.com

Automotive (used cars): Auction Auto.com, Autobyteim, AutoMallUSA, AutoVantage.com, AutoWeb.com rigdt-Jackson,
CarOrder.com, CarPoint, CarScene.com, eClassicsEEdmunds, GreenLight.com, Hemmings, Newspapesifiads, Used car dealers

Books, Movies, Music: Amazon.com, Barnes & Noblaymiesandnoble.com, BigStar, Blockbuster, BMG Colianitbuse, CDNow,
Cductive.com, DVD Express, Half.com, Reel.com, §pimcom, Wherehouse, Alibris.com, Bookfinders.com

Clothing: Bluefly.com, Boo.com, Dockers.com, Fasihitall.com, The Gap, J. Crew, LandsEnd.com, The tadhiLucy.com, Macys, The
Men's Wearhouse, Ross, 3Dshopping.com

Computers & Consumer Electronics: Best Buy, Buy.c@incuit City, Compag, CompUSA, Dell, Egghead, 'Etfglectronics, Gateway, The
Good Guys, IBM, MicroWarehouse, The Sharper Im&jmpping.com, ValueAmerica.com

Home & Garden: IKEA, Crate & Barrel, Furniture.coAgmepoint.com, Home Depot, Living.com, Garden.cBwitery Barn, Ethan Allen,
Frontgate

Jewelry: Ashford.com, Mondera.com

Sporting Goods/Equipment: dsports.com, FogDog.dawntlocker, Gear.com, golfclubexchange, golftramen, MVP.com,
PlanetOutdoors.com, Play It Again Sports, REI, &Authority

Tool/Equipment/Hardware: Home Depot, HomeBase, Amaom, Ace Hardware,
OSH

Business-to-Business: Ariba, BidFreight.com, BizBugom, bLiquid.com, CloseOutNow.com, CommerceRichcCommerce One, Concur
Technologies, DoveBid, FreeMarkets, iMark, OraBletchasePro.com, RicardoBiz.com, Sabre, Surplus@in. TradeOut.com,
UnionStreet.com, Ventro, VerticalNet

Additionally, the Company faces competition fromigas online auction sites including: Amazon.cohg Fairmarket Auction Network (a
auction network including Microsoft's MSN, Excite@ide, Dell Computer, ZD Net, Lycos and more than db@rs), First Auction, Surplus
Auction, uBid, Yahoo! Auctions and a large numbkother companies using an auction format for comesuto- consumer or business-to-
consumer sales.

The principal competitive factors in the Compamgarket include the following:
. ability to attract buyers
. volume of transactions and selection of goods;
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. community cohesion and interaction;

. system reliability;

. customer service;

. reliability of delivery and payment by users;
. brand recognition;

. website convenience and accessibility;

. level of service fees; and

. quality of search tools.

Some current and potential competitors have longerpany operating histories, larger customer basdgyreater brand recognition in other
business and Internet markets than we do. Sontesétcompetitors also have significantly greaterfcial, marketing, technical and other
resources. Other online trading services may baigad]by, receive investments from or enter inteeotcommercial relationships with larger,
well established and well financed companies. Assalt, some of our competitors with other revesomgrces may be able to devote more
resources to marketing and promotional campaigitamore aggressive pricing policies and devobstsuntially more resources to website
and systems development than we are able to. s®dezompetition may result in reduced operatinggmar loss of market share and
diminished value of our brand. Some of our competihave offered services for free and others naethid as well. We may be unable to
compete successfully against current and futurepetitors.

In order to respond to changes in the competitherenment, we may, from time to time, make prigiagrvice or marketing decisions or
acquisitions that could harm our business. For ganmve implemented an insurance program that géipeénsures items up to a value of
$200, with a $25 deductible, for users with a negative feedback rating at no cost to the user. iéehnologies may increase the
competitive pressures by enabling our competiiaffer a lower cost service. Some Web-based agijsdics that direct Internet traffic to
certain websites may channel users to trading aes\that compete with us.

Although we have established Internet traffic agements with several large online services andcheargine companies, these arrangern
may not be renewed on commercially reasonable teeren if these arrangements are renewed, theynoiagesult in increased usage of our
service. In addition, companies that control actessansactions through network access or Web $eosvcould promote our competitors or
charge us substantial fees for inclusion.

The land-based auction business is intensely cativeeB&B competes with two larger and better kmoauction companies, Sotheby's
Holdings, Inc. and Christie's International plcvasdl as numerous regional auction companies. €ettient that these companies increase
their focus on the middle market properties thamfthe core of B&B's business, its business mafesukruse is subject to competition from
numerous regional competitors. In addition, comjeatiwith Internet based auctions may harm thedaasked auction business. Although
Billpoint's business is new, several new compaaieseginning to enter this market and large comgsamcluding banks and credit card
companies, may become competitors.

Our business is dependent on the development aimdenance of the Web infrastructure

The success of our service will depend largelynendevelopment and maintenance of the Web infretstrel This includes maintenance of a
reliable network backbone with the necessary spdad, capacity and security, as well timely develept of complementary products suc
high speed modems, for providing reliable Web axeesl services. Because global commerce and three@Xchange of information is new
and evolving, we cannot predict whether the Welbprdve to be a viable commercial marketplace &ltng term. The Web has
experienced, and is likely to continue to experigrsignificant growth in the numbers of users and

39



amount of traffic. If the Web continues to expederincreased numbers of users, increased frequénse or increased bandwidth
requirements, the Web infrastructure may be un@bdeipport the demands placed on it. In additibe performance of the Web may be
harmed by increased users or bandwidth requirements

The Web has experienced a variety of outages dret delays as a result of damage to portions dfifitastructure, and it could face outages
and delays in the future. These outages and detayd reduce the level of Web usage as well atetred of traffic and the processing
transactions on our service. In addition, the Waldd lose its viability due to delays in the deywteent or adoption of new standards and
protocols to handle increased levels of activitgloee to increased governmental regulation. Thastfucture and complementary products or
services necessary to make the Web a viable conmherarketplace for the long term may not be depetbsuccessfully or in a timely
manner. Even if these products or services arelalesd, the Web may not become a viable commerciaketplace for services such as th
that we offer.

Our business is subject to online commerce secrisig

A significant barrier to online commerce and cominations is the secure transmission of confidemi@rmation over public networks. Our
security measures may not prevent security brea€hasfailure to prevent security breaches couldrhaur business. Currently, a significant
number of our users authorize us to bill their dredrd accounts directly for all transaction febarged by us. We rely on encryption and
authentication technology licensed from third @ertio provide the security and authentication teldgy to effect secure transmission of
confidential information, including customer crediétrd numbers. Advances in computer capabilities; discoveries in the field of
cryptography, or other developments may resultéorapromise or breach of the technology used by psotect customer transaction data.
Any such compromise of our security could harmmutation and, therefore, our business. In additigparty who is able to circumvent our
security measures could misappropriate proprigtdoymation or cause interruptions in our operagiofin individual has claimed to have
misappropriated some of our confidential informatity breaking into our computer system. We may rieexxpend significant resources to
protect against security breaches or to addreddegms caused by breaches. Security breaches canidge our reputation and expose us to a
risk of loss or litigation and possible liabilitur insurance policies carry low coverage limithjath may not be adequate to reimburse us for
losses caused by security breaches.

We must keep pace with rapid technological changerain competitive

The market in which we compete is characterizedapydly changing technology, evolving industry stards, frequent new service and
product introductions and enhancements and chamgisipmer demands. These market characteristicgs@sened by the emerging natur
the Internet and the apparent need of companies dronultitude of industries to offer Web-based picid and services. Our future success
therefore will depend on our ability to adapt tpidly changing technologies, to adapt our servioasvolving industry standards and to
continually improve the performance, features aicbility of our service. Our failure to adaptdoch changes would harm our business. In
addition, the widespread adoption of new Internetworking or telecommunications technologies deotechnological changes could
require substantial expenditures to modify or adeptservices or infrastructure.

We need to develop new services, features andifunscin order to expand

We plan to expand our operations by developing oeeomplementary services, products or transadtionats or expanding the breadth and
depth of services. We may be unable to expand perations in a costffective or timely manner. Even if we do expaneé, way not mainta

or increase our overall market acceptance. If wadh a new business or service that is not favgnadaeived by consumers, it could damage
our reputation and diminish the value of our brai@. anticipate that future services may includeaé post-trade services, including the
following:

. the scanning and uploading of photographs cfdigiems;
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. authentication and appraisal; and
. arrangements to facilitate shipment of products.

We may pursue strategic relationships with thirdipa to provide many of these services. By usinigltparties to deliver these services, we
may be unable to control the quality of these seiwiand our ability to address problems if anynegé third parties fails to perform
adequately will be reduced. Expanding our operatiarthis manner also will require significant aauial expenses and development,
operations and other resources and will straimoamagement, financial and operational resourcesladk of market acceptance of any new
services could harm our business.

Our growth will depend on our ability to developr dwand

We believe that our historical growth has beendbragttributable to word of mouth. We have benéefiimm frequent and high visibility
media exposure both nationally and locally. We dbaxpect the frequency or quality of this medipasure to continue. However, we
believe that continuing to strengthen our brand Ipélcritical to achieving widespread acceptanceusfservice. Promoting and positioning
our brand will depend largely on the success ofroarketing efforts and our ability to provide highality services. In order to promote our
brand, we will need to increase our marketing btidge otherwise increase our financial commitmertdreating and maintaining brand
loyalty among users. Brand promotion activities mayyield increased revenues, and even if theyadg,increased revenues may not offset
the expenses we incurred in building our brandidfdo attract new users to our service, they magoduct transactions over our service

a regular basis. If we fail to promote and maintain brand or incur substantial expenses in anagessful attempt to promote and maintain
our brand, our business would be harmed.

We may be unable to protect or enforce our intaliglcproperty rights adequately

We regard the protection of our copyrights, serviegks, trademarks, trade dress and trade sesretftiaal to our success. We rely on a
combination of patent, copyright, trademark, sexvitark and trade secret laws and contractual cgetrs to protect our proprietary rights in
products and services. We have entered into cantfalgy and invention assignment agreements withemployees and contractors, and
nondisclosure agreements with parties with whicltcereduct business in order to limit access to asdabkure of our proprietary informatic
These contractual arrangements and the other tstiegs by us to protect our intellectual propertyymat prevent misappropriation of our
technology or deter independent third-party develept of similar technologies. We pursue the regiitn of our trademarks and service
marks in the U.S. and internationally. Effectivedemark, service mark, copyright and trade secodégtion may not be available in every
country in which our services are made availabl®menWe have licensed in the past, and expedtémse in the future, certain of our
proprietary rights, such as trademarks or copyedmaterial, to third parties. These licensees taleg actions that might diminish the value
of our proprietary rights or harm our reputatione Also rely on certain technologies that we licdrsm third parties, such as Oracle
Corporation, Microsoft and Sun Microsystems Inlee suppliers of key database technology, the dpgraystem and specific hardware
components for our service. These third-party tetdgy licenses may not continue to be availableston commercially reasonable terms.
The loss of this technology could require us taobsubstitute technology of lower quality or penfiance standards or at greater cost.

Our business is subject to consumer trends andetiiscary consumer spending

We derive most of our revenues from fees receiveh fsellers for listing products for sale on ouwvas and fees received from successfully
completed transactions. Our future revenues wilede upon continued demand for the types of gduatsare listed by users of our service.
The popularity of certain categories of items, sashioys, dolls and memorabilia, among consumeysvawy over time due to perceived
scarcity, subjective value, and societal and comsurends in general. A decline in the popularityoo demand for, certain collectibles or
other items sold through our service could redheeotverall volume of transactions on
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our service, resulting in reduced revenues. Intamdiconsumer "fads" may temporarily inflate th@ume of certain types of items listed on
our service, placing a significant strain upon iofirastructure and transaction capacity. Thesalseiso may cause significant fluctuations in
our operating results from one quarter to the n&my. decline in demand for the goods offered thioagr service as a result of changes in
consumer trends could harm our business. A denlicensumer spending would harm our land-basedaubtisinesses. Sales of fine and
decorative art, collectable cars and other colddesi would be adversely affected by a decline sicrdtionary consumer spending, especially
for luxury items. Changes in buyer's tastes, ecanaonditions or consumer trends could cause deslin the number or dollar volume of
items sold and thereby harm the business of thesganies.

Some anti-takeover provisions may affect the poiceur common stock

The Board of Directors has the authority to isspéau10,000,000 shares of preferred stock andteraiéne the preferences, rights and
privileges of those shares without any further varitaction by the stockholders. The rights of thilars of common stock may be harmed by
the rights of the holders of any preferred stoek thay be issued in the future. Some provisiormuofcertificate of incorporation and bylaws
could have the effect of making it more difficuitrfa third party to acquire a majority of our oatading voting stock. These include
provisions that provide for a classified Board dfddtors, prohibit stockholders from taking actlmonwritten consent and restrict the ability
stockholders to call special meetings. We are siject to provisions of Delaware law that prohistfrom engaging in any business
combination with any interested stockholder foresiqd of three years from the date the person beaaminterested stockholder, unless
certain conditions are met. This could have theatfdf delaying or preventing a change of control.

We are controlled by certain stockholders, exeeubifficers and directors

Our executive officers and directors (and theiiliates) own a majority of our outstanding commaewck. As a result, they have the ability to
control our company and direct our affairs and hess, including the election of directors and apalrof significant corporate transactions.
This concentration of ownership may have the efféctelaying, deferring or preventing a changedntml of our company and may make
some transactions more difficult or impossible withthe support of these stockholders. Any of tlesmts could decrease the market price
of our common stock.

Item 7A: Quantitative and Qualitative Disclosures &out Market Risk
Interest Rate Risk

The primary objective of eBay's investment actdstis to preserve principal while at the same timgimizing yields without significantly
increasing risk. To achieve this objective, the @any maintains its portfolio of cash equivalentgyrsterm and long-term investments in a
variety of securities, including both governmend @orporate obligations and money market funds.

The following table presents the fair value balanakthe Company's cash equivalents and shortaaarong-term investments that are
subject to interest rate risk by year of expectadunity and average interest rates as of Decenmbet@9, (dollars in thousands):

2000 20 01 2002 Total
Cash equivalents.................... $219,679 $219,679
Average interest rates.............. 3.9%
Investments excluding equity
investments..........c.ccccee.ne. $247,513 $128 ,455 $153,884 $529,852
Average interest rates.............. 5.6% 6.0% 5.6%
Equity investments.................. $ 25,222

The Company is exposed to equity price risk omtlagketable portion of equity investments as sughstments are subject to considerable
market risk due to their volatility. The Companypityally does not
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attempt to reduce or eliminate its market expoguthese equity investments. As of December 31918 position in equity investments
included unrealized gains of $13.3 million.

eBay did not hold derivative financial instrumeassof December 31, 1999, and has never held sstfuiments in the past. In addition, eBay
had outstanding debt as of December 31, 1999 aS$2illion.

Foreign Currency Risk

Currently the majority of eBay's sales and expeaseslenominated in U.S. dollars and as a resaifioifeign exchange gains and losses to
date have not been significant. While the Comparsffecting some transactions in foreign currendiging 1999, it does not expect that
foreign exchange gains or losses will be significis the Company expands internationally, foreigrrency risks will become more
important.

Item 8: Financial Statements and Supplementary Data
Annual Financial Statements: See Part IV, Item flfhis Form 10-K.
Selected Quarterly Data: See Part Il, Item 7 of Borm 10-K.
Item 9: Changes In and Disagreements with Accountdas on Accounting and Financial Disclosure
None.

PART IlI
Item 10: Directors and Executive Officers of the Rgistrant
Incorporated by reference to the Company's Proate8tent to be filed on or before May 1, 2000.
Item 11: Executive Compensation
Incorporated by reference to the Company's Proate8tent to be filed on or before May 1, 2000.
Item 12: Security Ownership of Certain Beneficial Qvners and Management
Incorporated by reference to the Company's Proate8tent to be filed on or before May 1, 2000.
Item 13: Certain Relationships and Related Transadbns
Incorporated by reference to the Company's Proate8tent to be filed on or before May 1, 2000.
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PART IV
Item 14: Exhibits, Financial Statement Schedules ahReports on Form 8-K

Upon written request, the Company will provide,heitit charge, a copy of this Report on Form 10-Kluding the consolidated financial
statements, financial statement schedules andxmlyits for the Company's most recent fiscal yédirrequests should be sent to:

eBay Inc.

Investor Relations
2145 Hamilton Ave.
San Jose, CA 95125
(408) 558-7400

In addition, the Securities and Exchange Commissiaimtains a website that provides access tol@g§ made electronically by the
Company at www.sec.gov. The Company's websitecasténl at www.ebay.com. Information contained onGbepany's website is not a part
of this Annual Report on Form 10-K.

(a) The following documents are filed as part @ tieport:
1. Consolidated Financial Statements:

Page

Number
Report of Independent Accountants .................
Consolidated Balance Sheet ............ccccvvveeen
Consolidated Statement of Income ..................
Consolidated Statement of Stockholders' Equity ....
Consolidated Statement of Cash Flows ..............
Notes to Consolidated Financial Statements ........

2. Financial Statement Schedules.

All schedules have been omitted because the infimeequired to be set forth therein is not aggilie or is shown in the financial
statements or notes thereto.

3. Exhibits.

The following exhibits are filed as part of, or amporated by reference into, this Form 10-K:

Exhibit

Number Exhibit Title

2.01 Agreement and Plan of Merger by and between
corporation, and Registrant.*

eBay Inc., a California

2.02 Agreement and Plan of Merger and Reorganiza
Acquisition Sub, Inc., Jump Incorporated a
Jump Incorporated dated as of June 30, 199

2.03 Agreement and Plan of Merger and Reorganiza
Margarine Acquisition Sub Corp., Butterfie
Auctioneers Corp, HBJ Partners, LLC and 11

2.04 Agreement and Plan of Merger and Reorganiza
Kruse, Inc.****

2.05 Agreement and Plan of Merger and Reorganiza
Billpoint, Inc.****

3.01 Registrant's Amended and Restated Certifica
3.02 Registrant's Amended and Restated Bylaws.**
4.01 Form of Specimen Certificate for Registrant

4.02 Investor Rights Agreement, dated June 20, 1
and certain stockholders named therein.*

10.01 Form of Indemnity Agreement entered into by
its directors and executive officers.*

tion among Registrant, Jump
nd certain shareholders of
8.*

tion among Registrant,

Id & Butterfield

1 Potrero LLC.****

tion among Registrant and

tion among Registrant and

te of Incorporation.**

's Common Stock.*

997, between the Registrant

Registrant with each of



10.02 Registrant's 1996 Stock Option Plan and rel ated documents.*
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Exhibit
Number Exhibit Title
10.03 Registrant's 1997 Stock Option Plan and rel
10.04 Registrant's 1998 Equity Incentive Plan and
10.05 Registrant's 1998 Directors Stock Option PI
10.06 Registrant's 1998 Employee Stock Purchase P
10.07 Office Lease between Connecticut General Li
Connecticut corporation, and the Registran
as amended through March 1998.*

10.08 Sublease between Information Storage Device
corporation, and Registrant dated August 4

10.09 Office Lease between Connecticut General Li
Connecticut corporation, and the Registran
amended June 9, 1998.*

10.10 Imperial Bank Starter Kit Loan and Security
1997 between Imperial Bank and Registrant.

10.11 Intellectual Property Security Agreement da
Imperial Bank and Registrant.*

10.12 Exodus Communications, Inc. Internet Servic
and Co-Location Addendum effective as of M

10.13 License Agreement between Thunderstone Soft

10.14 Employment Letter Agreement dated October 1
Skoll and Registrant.*

10.15 Employment Letter Agreement dated December
Wilson and Registrant.*

10.16 Employment Letter Agreement dated August 8,
and Registrant.*

10.17 Employment Letter Agreement dated September
Bengier and Registrant.*

10.18 Employment Letter Agreement dated January 1
Whitman and Registrant.*

10.19 Employment Letter Agreement dated August 14
Swette and Registrant.*

10.20 Employment Letter Agreement dated August 20
Jacobson and Registrant.*

10.21 Office Lease between Greylands Business Par
General Partnership, and the Registrant, d

10.22 Amendment No. 1 to Registrant's 1998 Direct
10.23 Offer Letter to Maynard Webb. *****

10.24 Offer Letter to Jeffrey D. Jordan.*****

10.25 Lease between eBay Realty Trust and Registr

10.26 Cash Collateral Agreement between Registran
as Agent.

21.01 List of Subsidiaries.

27.01 Financial Data Schedule.

* Previously filed as an Exhibit to the Form S-1o(NX8359097) filed in connection with the Company's adifpublic offering and incorporate

by reference herein.

** Previously filed as an Exhibit to the Form 10fi@d on November 13, 1998 and incorporated byresfee herein.

ated documents.*

related documents.*

an and related documents.*
lan.*

fe Insurance Company, a

t dated September 30, 1996,
s, Inc., a California

, 1997.*

fe Insurance Company, a

t dated April 10, 1998, as
Agreement dated July 20,

*

ted July 20, 1997 between
es and Products Agreement
ay 1, 1997.*

ware and Registrant.*
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and
Stockholders of eBay Inc.

In our opinion, the accompanying consolidated ha#asheet and the related consolidated statementsarhe, comprehensive income,
stockholders' equity and of cash flows presenlyfaim all material respects, the financial positiaf eBay Inc. and its subsidiaries at
December 31, 1998 and 1999, and the results afdperations and their cash flows for each of tined years in the period ended December
31, 1999, in conformity with accounting principlgsnerally accepted in the United States. Thesadiahstatements are the responsibility of
the Company's management; our responsibility &xmress an opinion on these financial statemerstschan our audits. We conducted our
audits of these statements in accordance withiagditandards generally accepted in the UnitedeStathich require that we plan and
perform the audit to obtain reasonable assuranoetathether the financial statements are free déri@ misstatement. An audit includes
examining, on a test basis, evidence supportinguheunts and disclosures in the financial statesp@ssessing the accounting principles
used and significant estimates made by managemshgvaluating the overall financial statement gméstion. We believe that our audits
provide a reasonable basis for the opinion expceabeve.

PricewaterhouseCoopers LLP

San Jose, California
January 25, 2000, except for Note 16,
which is as of March 6, 2000
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eBAY INC.

CONSOLIDATED BALANCE SHEET
(in thousands, except per share amounts)

ASSETS
Current assets:
Cash and cash equivalents...............ccc.....
Short-term investments.....
Accounts receivable, net...
Other current assets.........cccccvvveveeeennnns

Total current assets..............cceeuvvnnns
Long-term investments.............ccccceeeveeenne
Property and equipment, net.............cccceeeees
Intangible assets, net..........

Deferred tax assets....
Other assets......ccocvvvveeiiiieeeeeeeeeeeeees

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:
Accounts payable..........ccccccveviriennnnnn.
Accrued expenses and other liabilities...........
Debt and leases, current.............cc.ceee.....
Customer advances and deferred revenue...........
Income tax payable.........cccooeverniinnannne
Deferred tax liabilities, current................

Total current liabilities......................
Debt and leases, long-term.............cccceenne
Environmental accruals....
Other liabilities..........ccooeveiiviiiniennnns

Commitments and Contingencies (Notes 7 and 10)

Stockholders' equity:
Preferred Stock, $0.001 par value; 5,000 and 10,0
shares authorized, no shares issued or outstandi
Common Stock, $0.001 par value; 195,000 and 900,0
shares authorized, 123,225 and 129,782 shares is
outstanding.........cveeeeveeiereeeeniiiinns
Additional paid-in capital.......................
Notes receivable from stockholders
Unearned compensation
Retained earnings.........ccccceveeeveveniennns
Accumulated other comprehensive income...........

Total stockholders' equity.........c...........
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December 31,

$ 37,285 $219,679
. 40,401 181,086
. 12,425 36,538
........ 7,479 22,531

........ 97,590 459,834
........ - 373,988
........ 44,062 111,806
. 3,728 8,812
- 5,639
4,156 3,863

$149,536 $963,942

$ 9,997 $31,538
. 6,577 32,550
4,047 12,285

. 973 5,997
........ 1,380 6,455
........ 1,682 --

........ 24,656 88,825
........ 18,361 15,018
. 5,900 5,900
81 1,732

sued and

123 130
87,779 823,750
(1,130) (11)
(4,139) (4,124)
. 17,905 27,628
........ - 5,094

$149,536 $963,942

The accompanying notes are an integral part oktheasolidated financial statements.



eBAY INC.

CONSOLIDATED STATEMENT OF INCOME
(in thousands, except per share amounts)

Net revenues:
Fees and Services.......ccccccveeeeeeeiieieenn,
Real estate rentals.........ccccccevveveenenennn.

Total net revenues...........cccvvvveeeeeen...

Cost of net revenues:
Fees and ServiCes.......ccccccvveeeeeeiiniicnns
Real estate rentals..........ccccvvveveeeeennn.

Total cost of net revenues.....................
Gross Profit......cccceeeiieeeeniiiieeeene

Operating expenses:
Sales and marketing..........cccoeeevveieinnnns
Product development............ccccceeevinennn.
General and administrative.............c.........
Amortization of acquired intangibles.............
Merger related COStS............ccoevinvninnnne

Total operating eXpenses...........cccceeenee
Income from operations.............

Interest and other income, net...
Interest eXpense........cccvvevveveeeeeeenennnnnns

Income before income taxes, minority interest and
equity interest in partnership income.............
Provision for income taxes...........ccccocuueeeen.
Minority interest in consolidated company..........
Equity interest in partnership income (loss).......

Net iNCOMEe.......ccccuviiiiiiiiiiieeee e

Net income per share:

Diluted........ovveieiiiiiiieeeeeieieis

Supplemental pro forma information:
Income before income taxes, minority interest and
equity interest in partnership income...........
Provision for income taxes as reported...........
Pro forma adjustment to provision for income
taxes (Note 15)......cccovviieeiiiiiiiieennnns
Minority interest in consolidated company as
reported.....cceveeeeeeeieiiiiiiieieeeees
Equity interest in partnership loss as reported..

Pro forma netincome..........cccccccoeeveviiinns

Pro forma net income per share:

Year Ended December 31,

1997 1998 1999

$37,070 $81,643 $220,493
4,300 4,486 4,231

6,631 13,948 55,639
1,773 2,146 1,949

15,618 35976 95,956
831 4,640 23785
6,534 15,849 43,055
~ 805 1,145
~ -~ 4359

9,983 12,765 (1,164)
1,054 1,799 23,422
(2,371) (2,191) (1,943)

8,666 12,373 20,315
(971) (4,789) (9,385)
(320) (381) (256)
(314) 70 154

$7,061 $7,273 $10,828

$ 029 $014 $ 0.10

$ 0.08 $ 0.06 $ 0.08

24,428 52,064 108,235

84,775 116,759 135,910

$ 8,666 $12,373 $ 20,315
(971) (4,789) (9,385)

(2,576) (2,071) 1,118

(320) (381) (256)
(314) 70 154

$4,485 $5,202 $ 11,946

$ 0.18 $ 0.10 $ 0.11

$ 0.05 $ 0.04 $ 0.09

The accompanying notes are an integral part oktheasolidated financial statements.



eBAY INC.

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
(in thousands, except per share amounts)

Year Ended December
31,

Net income.................. $7,061 $ 7,273 $10,82 8
Other comprehensive income:
Foreign currency

translation adjustments.. -- - (5 8)
Unrealized gains on
SeCurities............... - - 1331 8
Unrealized losses on
SECUTties........ccuue. - - (443 5)
Total other
comprehensive income... - -- 19,65 3

Estimated tax provision on
other comprehensive

income..........ccocevees - - (3,73 1)
Comprehensive income........ $7,061 $ 7,273 $15,92 2
Net comprehensive income per
share:
BasiC......ccccoeeeinnnn $0.29% 0.14% 0.1 5
Diluted.........cccn.... $0.08% 0.06% 0.1 2
Weighted average shares:
BasiC......cccceeeeinnnn 24,428 52,064 108,23 5
Diluted.........cccn.... 84,775 116,759 135,91 0

The accompanying notes are an integral part oktheasolidated financial statements.
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eBAY INC.

CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY
(in thousands)

Convertible

Preferred Notes Other

Stock  Common Stoc k Additional Receivable Unearned Compre- Total
----------------------- -- Paid-in from Com- hensive Retai ned Stockholders'
Shares Par Shares Pa r Capital Shareholders pensation Income Earni ngs Equity

Balance at December 31,

1996.....ccccvvenene 1,676 $ 4 63,315 $ 63$ 965 $ (68) $ - $-- $56 36 $ 6,600
Accretion of Mandatorily

Redeemable Convertible

Preferred Stock........ - - - - - - - - 46) (46)
Unearned compensation... - - - - 1,424 - (1,424) -- - - -
Amortization of unearned
compensation........... - - - -- -- -- 25 - - - 25
Contributions from

partners............... - - - -- 150 -- - - 4 88 638
Distributions to

partners............... - - - - - - - - (45 56) (4,556)
Net income.............. - - - - - - - - 70 61 7,061

1997, 1,676 4 63,315 63 2,539 (68) (1,399) -- 85 83 9,722
Accretion of Mandatorily
Redeemable Convertible

Preferred Stock........ - - - - - - - - 46) (46)
Unearned compensation... - - - - 5,831 - (5,831) -- - - -
Amortization of unearned

compensation........... - - - - - - 3,091 -- - - 3,091
Issuance of Common Stock

for cash and notes..... --  -- 19,290 20 4,685 (1,378) - - - - 3,327
Issuance of Common Stock

for acquisition........ - - 428 -- 2,000 - - - - - 2,000

Contribution of Common

Stock to charitable

foundation............. - - 322 - 1,215 - - - - - 1,215
Issuance of Common Stock

for cash, net of

offering expenses of

$6,168.......c.cceenn -- - 12,043 12 66,076 - - - - - 66,088
Conversion of Preferred

Stock to Common Stock.. (1,676) (4) 27,827 28 5,133 - - - - - 5,157
Note repayments......... - - - -- -- 316 - - - - 316
Contributions from

partners............... - - - - 300 - -- - 53 23 5,623
Distributions to

partners............... e - - - - - (32 28) (3,228)
Net income - - - - - - - - 72 73 7,273
Balance at December 31,

1998.....ccvvveien, - - 123225 1 23 87,779 (1,130) (4,139) -- 17,9 05 100,538
Unearned compensation... - - - - 5,318 - (5,318) -- - - -
Amortization of unearned

compensation........... - - - - - - 4,681 -- - - 4,681
Issuance of Common Stock

for cash.............. - - 1,954 2 8,354 - - - - - 8,356
Issuance of Common Stock

for acquisitions....... - - 500 1 6,943 -- - - - - 6,944
Issuance of Common Stock

for cash in follow-on

offering, net of

offering expenses of

$1,000......c.cccmenne - - 4,250 4 696,208 - - - - - 696,212
Distributions to

partners............... - - - - - - - - (12 05) (1,105)
Note repayments......... - - - - - 1,066 - - - - 1,066

Cancellation or

repurchase of shares

and options............ - - (147 - (1,397) 53 1,340 -- - - 4)
Unrealized gain on

investments, net of tax

provision.............. - - - - - - 5152 - - 5,152
Tax benefit related to
acquisitions........... - - - -- 8,753 - - - - - 8,753

Foreign currency
translation adjustment,

net of tax provision... - - - - - - - (58) - - (58)
Benefit from operating

loss on tax basis...... - - - -- 11,104 - - - - - 11,104
Issuance of warrants for

SEIVICES.....ccvvennne - - - - 688 - (688) -- - -

Net income.............. - - - - - - - - 108 28 10,828



Balance at December 31,
1999.....ccciienee - $-- 129,782 $1 30 $823,750 $ (11) $(4,124) $5,094 $27,6 28 $852,467

The accompanying notes are an integral part oktheasolidated financial statements.
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eBAY INC.

CONSOLIDATED STATEMENT OF CASH FLOWS

(in thousands)

Cash flows from operating activities:
Net iNCOME......ccccviiiiiiiiiieieeiie $
Adjustments to reconcile net income to net cash
provided by operating activities:
Provision for doubtful accounts and authorized
CreditS. ..o
Depreciation and amortization.................
Amortization of unearned compensation.........
Compensation expense associated with purchases
of Common Stock by outside directors.........
Charitable contribution of Common Stock.......
Series B Preferred stock issued for services..
Minority interest in deficit of consolidated
COMPANIES. ...eeveeeiiiiieeeiiieee e
Loss on impairment of asset held for sale.....
Acquired research and development.............
Equity in partnership net loss................
Loss on sale of property..........cccceeenee
Changes in assets and liabilities:
Accounts receivable.........................
Other current and non-current assets........
Accounts payable..........c.cccoeviieeenne
Accrued expenses....
Income tax payable..........cccccceeerrnn.
Other liabilities...........ccceeeeunenn.

Net cash provided by operating activities........
Cash flows from investing activities:

Purchases of property and equipment.............
Purchases of short-term investments, net........
Purchases of long-term investments, net.........
Proceeds from sale of property and equipment....
Purchases of intangible assets..................
Payments (advances) on notes receivable.........

Net cash used in investing activities............
Cash flows from financing activities:
Proceeds from issuance of Preferred Stock,

Proceeds from issuance of Common Stock, net.....
Repayments of Stockholder loans.................
Proceeds (principal payments) on long-term debt
and leases.........ccoeevviiiiiiiieieenennn.

Contributions from Stockholders.................
Distributions to Stockholders

Net cash provided by financing activities........
Net increase in cash and cash equivalents........
Cash and cash equivalents at beginning of year...

Cash and cash equivalents at end of year......... $
Supplemental cash flow disclosures:

Cash paid for interest.......ccccccceeeeeennne

Cash paid for income taxes
Non-cash investing and financing activities:
Common Stock issued for notes receivable........ $
Common Stock issued for acquisition.............. $
Issuance of note payable for non-compete
AgreEeMENt.....covvieeiiieeiie e $

Property and equipment leases.................... $
Building and inventory obtained in connection

with foreclosure..........ccoovvenceennenne $

Notes and accounts payable assumed in connection
with foreclosure...........cccccviiiiiinenns $

Receivables cancelled in connection with
foreclosure.......cooovevvevveneeceeene. $

Land and Building transferred for assumption of

Year Ended December 31,

7,061 $ 7,273 $ 10,828

373 3,377 4,771
1519 4,526 20,650
25 2,661 4,681

- 429 -
~ 1,215 -
- 93 -

24 764 1651
- 200 100
- 150 -

(146) (4,025) -
~ (333 -

(1,302) (8,369) (28,884)
(742) (3,702) (15,336)
3,104 (3,112) 21,541
769 3,164 25,973
363  (35) 17,247
579 1,765 3,342

(2,990) (12,758) (86,432)
-~ (40,401) (140,685)
~ - (368,894)

- 1274 173

(141) (1,248) (7,159)
145 109 109

2,972 2,110 --
- 69,305 710,449
- 316 1,062

1,506 (1,967) 4,895
638 5623 6,204
(4,556) (3,228) (3,892)

9,201 25,176 182,394
2,908 12,109 37,285

12,109 $ 37,285 $ 219,679

1,893 $ 1,710 $ 1,465
540 $ 4,932 $ (1,927)

- $13718 % -
- $ 2,000 $ 6,943

240 - $ -
23% - $ -

15108 7518 -

695 - $ -
815 $ 500 $ -
- $ 83 % -



The accompanying notes are an integral part oktheasolidated financial statements.
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eBAY INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1--The Company and Summary of Significant Acamting Policies:
The Company

eBay Inc. ("eBay" or the "Company") was incorpodsite California in May 1996, and reincorporatedielaware in April 1998 and by
December 31, 1999 had operations in the United &ng Germany, Australia, Canada, and Japan. eRegeied online personal trading by
developing a Web-based community in which buyetssailers are brought together to buy and sell siranything. The eBay online service
permits sellers to list items for sale, buyersitbdn items of interest and all eBay users to beothsough listed items in a fully-automated,
topically-arranged service that is available onbegen- days-a-week. eBay also engages in theidraliauction business through its
subsidiaries, Butterfield & Butterfield ("B&B") anidruse International ("Kruse"), and in online payrhprocessing through its Billpoint, Inc.
("Billpoint") subsidiary.

Reincorporation

As a result of the reincorporation in April 1998etCompany was authorized to issue 180,000,00@si0é$0.001 par value Common Stock
and 6,000,000 shares of $0.001 par value Pref&tack. The Board of Directors and the stockholdelssequently amended the number of
authorized shares such that the Company was aztiaioio issue 900,000,000 shares of Common Stock@0@0,000 shares of Preferred
Stock. The Board of Directors has the authoritistnie the undesignated Preferred Stock in one og series and to fix the rights,
preferences, privileges and restrictions thereof.

Public offerings

On September 24, 1998, the Company completedifial ipublic offering of 4,025,000 shares of its@mon Stock, the net proceeds of wt
aggregated approximately $66.1 million. At the zig=of the offering, all issued and outstandingrebaf the Company's Convertible
Preferred Stock and Mandatorily Redeemable CorblerBreferred Stock were converted into an aggeegfa27,827,019 shares of Common
Stock.

On April 16, 1999, the Company completed its folow public offering of Common Stock. A total of 82000 shares were sold by the
Company at a price of $170.00 per share. The offagsulted in net proceeds to the Company of appadely $696.2 million, net of an
underwriting discount of $25.3 million and offeriegpenses of $1.0 million.

Stock split

During January 1999, the Company's Board of Dimscépproved a three-for- one Common Stock spliar&tolders of record on February 9,
1999 received two additional shares on March 19184 share and per share amounts in these calaelil financial statements and notes
thereto for all periods presented reflect the stpik.

Use of estimates

The preparation of consolidated financial states@ntonformity with generally accepted accountinigiciples requires management to rr
estimates and assumptions that affect the repartemints of assets and liabilities and disclosuieafingent assets and liabilities at the date
of the consolidated financial statements and thented amounts of revenues and expenses durinmgploeting period. Actual results could
differ from those estimates.
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eBAY INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(Contin ued)
Principles of consolidation and basis of preseotati

The financial statements as of December 31, 19881889, and for the three years ended Decembelrd®B, are consolidated and include the
Company and its subsidiaries. All significant ic@mpany balances and transactions have been elediimaconsolidation.

In May and June of 1999, the Company acquired boginesses, each of which were accounted for dggarf interests (see Note 3--
"Acquisitions"). Accordingly, all financial inform#on included herein reflects the consolidated apiens of eBay and the acquired
companies. Certain prior period balances have begassified to conform to the current period pnéston.

Fair value of financial instruments

The Company's financial instruments, including ¢asish equivalents, accounts receivable, and atzpagable are carried at cost, which
approximates their fair value because of the steon maturity of these instruments. Capital ledd@ations are carried at cost, which
approximates fair value due to the proximity of ilmplicit rates of these financial instruments dinel prevailing market rates for similar
instruments.

Short and long-term investments, which include ratakle equity securities, municipal, government eagorate bonds are classified as
available-for-sale and reported at fair value. @lired gains and losses are excluded from earrindseported as a component of
stockholders' equity.

Concentration of credit risk

Financial instruments that potentially subject @@mpany to a concentration of credit risk consistash, cash equivalents, investments and
accounts receivable. Cash, cash equivalents aedtiments are deposited with high credit, qualitgficial institutions. The Company's
accounts receivable are derived from revenue edroadcustomers located in the U.S. and througttoeitvorld and are denominated in U.S.
dollars. Accounts receivable balances are typic@lyled through customer credit cards and, asudtréhe majority of accounts receivable
collected upon processing of credit card transasti®he Company maintains an allowance for doubifabunts receivable based upon the
expected collectibility of accounts receivable. ingrthe years ended December 31, 1997, 1998 ar@ b®3customers accounted for more
than 10% of net revenues or net accounts receivable

Property and equipment

Property and equipment are stated at historicadl Bepreciation and amortization are computed usiegstraight-line method over the
estimated useful lives of the assets, generally yiwars or less for equipment and furniture, antbu{® years for buildings and building
improvements. Leased capital assets are depreciaiegl the straight-line method over the shortegheflease term or the estimated useful
lives of the assets.

Intangible assets

Intangible assets resulting from the acquisitiohsntities accounted for using the purchase meti@tcounting are estimated by
management based on the fair value of assets egteihese include acquired customer lists, worlfotechnological know how, covenants
not to compete and goodwill. Intangible assetsaanertized from eight months to 10 years on a dttaigne basis which represents on the
estimated periods of benefit.
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eBAY INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(Contin ued)
Environmental expenditures

The Company owns or controls real estate propetggsare either used in the auction businessaselk to unrelated parties for various
commercial applications. Certain environmental sindctural deficiencies have been identified inphset for which the Company has
remediation responsibility. The amounts accruetbivect these matters are based upon estimateldedén preliminary studies by external
consultants. Due to uncertainties inherent in gtgration process, the amounts accrued for thesermanay be revised in future periods as
additional information is obtained.

Environmental expenditures that relate to currgrrations are charged to expense or capitalizegp@m®priate. Expenditures that relate to an
existing condition caused by past operations, hatido not contribute to current or future revegereration, are charged to expense.
Liabilities are recorded when environmental assestsnare made, remediation obligations are prokaidethe costs can be reasonably
estimated. The timing of these accruals is genetglbn the completion of feasibility studies. Hoe periods presented, estimated liabilitie
$5.9 million are included within other liabilities.

Investment in general partnerships

Interests in general partnerships in which the Camggholds more than 50 percent ownership and egensol are consolidated. The
consolidated accounts include 100 percent of thetasnd liabilities of these general partnersamsthe ownership interests of minority
investors are recorded as minority interests aadnatuded within other liabilities. Investmentsganeral partnerships in which the Company
holds more than 20 percent ownership and exentsfisignt influence are accounted for using the gguiethod of accounting and are
recorded as investment in partnerships and araeded within other liabilities.

Impairment of long-lived assets

The Company evaluates the recoverability of longdiassets in accordance with Statement of FinbAc@unting Standards ("SFAS") No.
121, "Accounting for the Impairment of Long-Livedgets and for Long-Lived Assets to be DisposedSFAS No. 121 requires recognition
of impairment of londived assets in the event the net book value dfi sissets exceeds the future undiscounted cash #ittrisuitable to suc
assets.

Revenue recognition

Online transaction revenues are derived primardynf placement fees charged for the listing of itemshe eBay service and success fees
calculated as a percentage of the final salesactios value. Revenues related to placement feeseapgnized at the time the item is listed,
while those related to success fees are recogaizthe time that the transaction is successfulhctaled. A transaction is considered
successfully concluded when at least one buyebitbabove the seller's specified minimum priceeserve price, whichever is higher, at the
end of the transaction term. Provisions for dodt#ficounts and authorized credits to sellers aveiged at the time of revenue recognition
based upon the Company's historical experience.

The Company has reviewed Securities and Exchangen@sion Staff Accounting Bulletin ("SAB") No. 10"Revenue Recognition in
Financial Statements," and its effect on the reitimgmof placement fee revenue. Although the Compaglieves the effect of SAB 101 on
historical placement fee revenue is insignificafay has adopted the provision for placement feemeae in the first quarter of 2000. As st
placement fee revenue will be recognized ratablr dive estimated period of the transaction.

Kruse auction revenues are derived primarily framimefees on auction items, bidder registratiorsfaed commission fees calculated as a
percentage of the final auction sales transactidner Revenues related to these fees are recogmimedthe completion of an auction.
Revenues are also derived from sponsorship feeshyai
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eBAY INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(Contin ued)

various corporations. Sponsorship fee revenueseangnized over the term of the sponsorship agreemdvertising revenues and
auctioneer tuition fees do not represent a sigmificsource of revenues and are recognized as milvgrind auctioneer training services are
provided.

B&B auction revenues are derived primarily from e commissions and fees from the sale of propariyugh the auction process.
Revenues from these sources are recognized aatbelek related auction is concluded. Service neegiare derived from financial, appraisal
and other related services and are recognizedchsssuvices are rendered. Rental revenues aresddrivm property rentals to third parties.

To date, advertising revenue, which includes bartimertising, has accounted for less than 1% o€thpany's revenue. Historically, the
Company has recorded barter revenue only to trenettiat specific objective evidence existed dermnatisg the fair value of benefits given
and received. As a result, most barter transactige judged to have no value or associated revenue

Product development costs

Product development costs include expenses incbgréde Company to maintain, monitor and manageCirmpany's website. The Compk
recognizes website development costs in accordaitheStatement of Position ("SOP") 98- 1, "Accougtifor the Costs of Computer
Software Developed or Obtained for Internal Uses"sich, the Company expenses all costs incurrédetade to the planning and post
implementation phases of development. Costs indurr¢he development phase are capitalized andyrézed over the product's estimated
useful life if the product is expected to have afuklife beyond one year. Costs associated wiplireor maintenance of the existing site or
the development of website content are includgoranluct development expense in the accompanyingotiodiated statement of income.

Advertising expense

The Company recognizes advertising expenses irrdaaeoe with SOP 93-7 "Reporting on Advertising Gdshs such, the Company
expenses the costs of producing advertisemenie dinhe production occurs, and expenses the casiromunicating advertising in the per

in which the advertising space or airtime is usetérnet advertising expenses are recognized b@aséue terms of the individual agreements,
but generally over the greater of the ratio ofhenber of impressions delivered over the total neindf contracted impressions, or a straight-
line basis over the term of the contract. Advemtisexpenses totaled $2.8 million, $15.4 milliongd &45.3 million during the years ended
December 31, 1997, 1998 and 1999, respectively.

Stock-based compensation

The Company accounts for stock-based employee ausafien arrangements in accordance with provisidisccounting Principles Board
("APB") Opinion No. 25, "Accounting for Stock Issiito Employees," and complies with the disclosumigions of SFAS No. 123,
"Accounting for Stock-Based Compensation." UndeBA¥b. 25, compensation expense is based on therelifte, if any, on the date of the
grant, between the fair value of the Company'skstoal the exercise price. The Company accountstéak issued to non-employees in
accordance with the provisions of SFAS No. 123 thedEmerging Issues Task Force ("EITF") Consensussue No. 96-18.

Income taxes

Income taxes are accounted for using an asseiawitity approach which requires the recognitiortafes payable or refundable for the
current year and deferred tax liabilities and asgmtthe future tax consequences
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eBAY INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(Contin ued)

of events that have been recognized in the Compéingncial statements or tax returns. The measemenf current and deferred tax
liabilities and assets are based on provisionh®Enhacted tax law; the effects of future changeax laws or rates are not anticipated. The
measurement of deferred tax assets is reduceé¢@ssary, by the amount of any tax benefits tlsted on available evidence, are not
expected to be realized.

Comprehensive income

Effective January 1, 1998 the Company adopted theigions of SFAS No. 130, "Reporting Comprehensiname." SFAS No. 130
establishes standards for reporting comprehensoanie and its components in financial statemerdm@ehensive income, as defined,
includes all changes in equity (net assets) duaipgriod from norewner sources. At December 31, 1997 and 1998, timep@ny did not hax
transactions that were required to be reporte@inprehensive income.

Recent accounting pronouncements

In June 1998, the Financial Accounting Standardsr@¢'FASB") issued SFAS No. 133, "Accounting foerivatives and Hedging
Activities." SFAS No. 133 establishes accountind eeporting standards for derivative instrumentsluding certain derivative instruments
embedded in other contracts, and for hedging dietsviln July 1999, the FASB issued SFAS No. 13&cbunting for Derivative Instruments
and Hedging Activities-- Deferral of the EffectilBmte of FASB Statement No. 133," which deferredefiective date until the first fiscal
quarter ending on or after June 30, 2000. The Compall adopt SFAS No. 133 in its quarter endingd80, 2000. The Company has not
engaged in significant hedging activities or ineesin derivative instruments.

In December 1999, the Securities and Exchange Cessioni issued Staff Accounting Bulletin ("SAB") NID1, "Revenue Recognition in
Financial Statements.” SAB No. 101 provides guigdiot revenue recognition under certain circumstandhe Company believes the effect
of SAB 101 on historical placement fee revenu@ssgnificant but has adopted the provision for plaent fee revenue in the first quarter of
2000. As such, placement fee revenue will be reizegiratably over the estimated period of the &atien.

In November 1999, the EITF commenced discussiorisIoR No. 99-17, "Accounting for Advertising Bart€ransactions." The EITF
provides guidance on the recognition of Internetdsaadvertising revenues and expenses under watiotumstances. The EITF reached a
conclusion that revenues and expenses from adwegrtigrter transactions should be recognized afaih@alue of the advertising surrende
or received only when an entity has a historicatpce of receiving or paying cash for similar adigeng transactions. The Company does
expect that the adoption of EITF No. 99-17 will Bavmaterial impact on its consolidated finandialesnents.

Note 2--Net Income per Share:

The Company computes net income per share in a@eoedvith SFAS No. 128, "Earnings per Share." Utlgkeiprovisions of SFAS No. 12
basic net income per share is computed by divitheghet income available to common stockholderstferperiod by the weighted average
number of common shares outstanding during th@gebiluted net income per share is computed biditig the net income for the period
by the weighted average number of common and conegaivalent shares outstanding during the periathi@on equivalent shares,
composed of unvested, restricted Common Stockraardinental common shares issuable upon the exafcsteck options and warrants and
upon conversion of Series A and Series B Converfitseferred Stock, are included in diluted netimeger share to the extent such shares
are dilutive.
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The following table sets forth the computation asiz and diluted net income per share for the gerindicated, (in thousands, except per
share amounts):

Year Ended December 31,

Numerator:
Net iNCOME........ccovrvreeiciieeenne $ 7,061 $ 7,273 $10,828
Accretion of Series B Mandatorily Redeemable
Convertible Preferred Stock to redemption

ValUe. ..o (46) (46) --
Net income available to common stockholders.... $ 7,015 $ 7,227 $10,828
Denominator:
Weighted average shares..........cccccceee..... 63,315 91,642 127,301
Weighted average unvested common shares subject
to repurchase agreements...................... (38,887) (39,578) (19,066)
Denominator for basic calculation.............. 24,428 52,064 108,235
Weighted average effect of dilutive securities:
Series A Preferred Stock..................... 15,088 11,037 -
Series B Preferred Stock..................... 6,372 8,054
Series B Preferred Stock warrants............ - 1,098
Unvested common shares subject to repurchase
agreements.......cccvevevveieeieieeeeeeennn 38,887 39,578 19,066
Employee stock options....................... -- 4,928 8,609
Denominator for diluted calculation............ 84,775 116,759 135,910
Net income per share:
BaSIC.eveneeeieeieeieee e $ 029 $ 0.14 $ 0.10
Diluted......ccceeiiieiiieeeee $ 0.08 $ 0.06 $ 0.08

Note 3--Acquisitions:
Jump Incorporated

Effective June 30, 1998, the Company acquirechalldutstanding shares of Jump, an online persmadihg community. The acquisition has
been accounted for using the purchase method ofiatiog and accordingly, the purchase price haa b#ecated to the tangible and
intangible assets acquired and liabilities assuarethe basis of their respective fair values onatguisition date. The fair value of intangible
assets was determined using a combination of msthwcluding replacement cost estimates for acdquiesearch and development and
completed technology, a risk-adjusted income apgrdar the acquired customer list and the amouais for covenants not to compete.

The total purchase price of approximately $2.3iomllconsisted of 428,544 shares of the Companysran Stock with an estimated fair
value of approximately $2.0 million and other acifion related expenses of approximately $335,000sisting primarily of payments for
non-compete agreements totaling approximately $®08and legal and other professional fees. Ofdtad purchase price, approximately
$150,000 was allocated to in- process technologyeas immediately charged to operations becaudeisuprocess technology had not
reached the stage of technological feasibilitthatdacquisition date and had no alternative futsee The remainder of the purchase price was
allocated to net tangible liabilities assumed ($8@) and intangible assets, including completetirtetogy ($500,000), customer list ($1.5
million), covenants not to compete ($208,000) aoddyvill ($24,000). The intangible assets are beimgrtized over their estimated useful
lives of eight to 24 months.
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Butterfield & Butterfield

On May 28, 1999, eBay acquired Butterfield & Bufitdd Auctioneers Corporation, a Delaware corpamatnd all affiliated entities under
common control including Butterfield Credit Corptioa Inc., 111 Potrero Partners, LLC and HBJ Pasginel C. (collectively "B&B" or the
"B&B Companies").

Butterfield & Butterfield Auctioneers Corp. ("Butfeeld & Butterfield") was established in 1865, erporated in California in July 1970 and
reincorporated in the state of Delaware in MarcB9l Butterfield & Butterfield conduct auctions apefrform appraisal services of fine art,
jewelry, antiques and other collectibles primanilySan Francisco, Los Angeles and Chicz

Butterfield Credit Corporation Inc. ("BCCI") is ahwlly-owned subsidiary of Butterfield & Butterfield arglincorporated in California. BC(
operates as a financing corporation whose soleggerfs serving Butterfield & Butterfield's clients.

111 Potrero Partners, LLC ("111 Potrero") is at@diliability corporation organized in May 1996.11Rotrero owns several commercial
properties located in San Francisco and Los Angeleih are currently occupied by B&B and third tes.

HBJ Partners, LLC ("HBJ") is a limited liability gooration organized in California in September 199BJ owns several commercial
properties located in San Francisco, which areeaiilr occupied by B&B and third parties. HBJ alss lyeneral partnership interests in 15
Santa Fe Avenue Partners, 2959 Victoria StreehBartand 6700 Cherry Avenue Partners. Ownershapeists in the above partnerships a
date of acquisition were 58%, 60% and 38%, respalgti

The aggregate consideration exchanged for the sitigniwas 1,327,370 shares of eBay common stoek&.atquisition has been accounted
for as a pooling of interests. In April 1999, B&Bthdrew its registration statement for its initmlblic offering. Accordingly, in the second
quarter of 1999, the Company recorded a chargpmbaimately $2.6 million related to the coststu tvithdrawn offering.

Kruse International

On May 18, 1999, eBay acquired Kruse, Inc. (d/bras€ International) and all affiliated entities endommon control including: Auburn
Cordage, Inc., ACD Auto Sales, Inc., Reppert Sclobdluctioneering, Inc. and Classic Advertising &omotions, Inc., each an Indiana
corporation (collectively, "Kruse" or the "Kruse @panies").

Kruse International was founded in 1971 and opdratea sole proprietorship until it was incorpadatethe state of Indiana in August 1986.
The Kruse Companies conduct auctions, perform ggdreervices and auctioneer training for clasarcauctions in various locations in the
United States, England, Germany and the Netherlands

The aggregate consideration exchanged for the sitiqniwas 787,312 shares of eBay common stocklf@hares of capital stock of the
Kruse Companies. The acquisition has been accotiotexd a pooling of interests.

Billpoint

On May 25, 1999, eBay acquired Billpoint, Inc. (Ipoint"). Billpoint has developed a centralizedrrikey authorization, billing and payment
fulfillment solution that permits individuals anchall merchants to
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accept credit cards as payment for Internet-basled sransactions. Billpoint's service is now beimgde available to the Company's users,
providing the ability to accept credit cards foypeent.

In connection with the acquisition, eBay issued,232 shares of eBay common stock to the existifigdit shareholders as consideration
for all shares of capital stock, and all optiond armarrants to purchase shares of common stocklipoBit outstanding immediately prior to
the consummation of the merger were converteddptmns and warrants to purchase shares of eBaynoonstock. The acquisition has been
accounted for as a pooling of interests.

The components of net revenues, operating expemseset income (loss) during the years ended Deeefiih 1996, 1997 and 1998 are as
follows (in thousands):

N et Operating Net Income
Rev enues Expenses (Loss)

Year Ended December 31, 1996

760 $6,024 $ (69)
919 12,699 3,259

,679 $18,723 $3,190

520 $5,895 $(237)
106 13,577 6,424

$35 ,626 $19,472 $6,187

Year Ended December 31, 1998
KIUSE....oooviiecieeeeiiee e $10 265 $8,119 $ (58)
Billpoint........coooiiiiiiiiiiiees - 74 (74)
B&B....oovieeieeeee e 28 ,512 14,745 5,007
$38 77 $22,938 $4,875

alando.de.ag

On June 15, 1999, eBay acquired all of the outétgnstock of alando.de.ag ("alando"). alando bemzarations on February 19, 1999 and is
Germany's leading online personal trading commuditye aggregate consideration exchanged for theigitign was 316,000 shares of eBay
common stock. The acquisition has been accounteakfa pooling of interests.

Note 4--Segment Information:

Effective January 1, 1998, the Company adoptegtbeisions of SFAS No. 131, "Disclosures about Segis of an Enterprise and Related
Information.” SFAS No. 131 establishes the stamslédreporting information about operating segraémtannual financial statements and
requires that certain selected information aboetajing segments be reported in interim finan@pbrts. It also establishes standards for
related disclosures about products and serviceg@ngraphic areas. Operating segments are defiednaponents of an enterprise about
which separate financial information is evaluategilarly by the chief decision-maker in order to@dte resources and in assessing
performance.

eBay has identified two primary operating segmeurtéine trading services and offline, traditionatton services. The online trading
services segment consists of the operations of @Biligoint and alando. The offline, traditional@ion segment consists of the current
operations of B&B and Kruse.
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Segment selection is based upon the internal azgaon structure, the manner in which these opematare managed and their performance
evaluated by management, the availability of sepdmancial information, and overall materialityrsiderations. Segment performance
measurement is based on operating income befooenmtaxes, amortization of intangibles, stock camspéon and merger related costs. The
operating information for the two segments ideetifare as follows, (in thousands):

Yea

Onli

Net revenues from external customers.......... $5,7

Operating income before amortization of
intangibles, stock compensation, and merger
related COStS.......cceeiiieiiiieiiiienns $1,4

Interest and other income, net................

Interest eXpense.......cccccevvvciieereeennens
Amortization of intangibles, stock

compensation, and merger related costs....... -

Income before income taxes, as reported....... $1,5

Total assets

Operating income before amortization of
intangibles, stock compensation, and merger

related COStS.......ccceeevveeiiveennnnns $11,5
Interest and other income, net............... 9
Interest eXpense.........cccveeeeieeeeeenne (
Amortization of intangibles, stock

compensation, and merger related costs...... 5,4

Income before income taxes, as reported...... $6,9

Operating income before amortization of
intangibles, stock compensation, and

merger related COStS.........ccceeeenee $ 4,24
Interest and other income, net............. 23,13
Interest exXpense........ccccveeveeeeennn.. (15

Amortization of intangibles, stock
compensation, and merger related costs.... (6,76

Income (loss) before income taxes, as
reported.........ccveeieeeiiieiiieeis $ 20,46

Total assets
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r Ended December 31, 1997

44 $35,626 $41,370

87 $8,496 $09,983
59 995 1,054
(3) (2,368) (2,371)

43 $7,123 $ 8,666

19 $56,731 $62,350

52 $38,777 $86,129

73 $6,678 $18,251
08 891 1,799
39) (2,152) (2,191)

3 $42,191 $224,724

8 $3,188 $ 7,436
5 209 23,344
2) (1,815) (1,967)

$ (252) $20,213

$96,703 $963,942
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Note 5--Investments:

At December 31, 1999, short and long-term investsyerere classified as available-feste securities and are reported at fair valuelisafs,
(in thousands):

Gross Gros s Gross Estimated
Amortized Unreal ized Unrealized Fair
Cost Gain s Losses Value

Short-term investments:

Municipal bonds and notes....... $75442 $ - - $ (55) $75,387
Corporate bonds................. 44,356 - - (5) 44,351
Government securities........... 59,820 - - (492) 59,328
Other.....cccooeeviieiiene 2,034 - - (14) 2,020
Total...oooeeeiiieiiies $181,652 $ - - % (566) $181,086
Long-term investments:
Municipal bonds and notes....... $322,144 $ - - $(3,425) $318,719
Corporate bonds................. 2,353 - - (26) 2,327
Government securities........... 28,112 - - (392) 27,720
Other.....cccooeiviiiiine 12,012 13,2 10 - 25,222
Total..oooeeeiiieiies $364,621 $13,2 10 $(3,843) $373,988

At December 31, 1998, short and long-term investsignmarketable securities were classified aslablai-for-sale and consisted entirely of
municipal bonds and notes, the fair value of wtipproximated cost.

The estimated fair value of short and long-ternestments classified by date of contractual matanigyas follows, (in thousands):

December 31,

1998 1999
Due within one year or less.........ccocceevweeeee. L $12,287 $247,513
Due after one year through two years................ ... 28,114 128,455
Due after two years through three years........... . ... -- 153,884
Equity investments........cccocoeveiiiceeenneee L -- 25,222

Note 6--Balance Sheet Components:

December 31,

(in thousands)
Cash and cash equivalents:

Cash and money market funds..........ccocceeee.. L $14,720 $ 55,414
Securities and cash equivalents...........c...... . 22,565 164,265
TOtaliiiiiieii e $37,285 $219,679
Accounts receivable, net:
Accounts receivable........ccooocevvvveene. L $16,056 $ 44,940
Less: Allowance for doubtful accounts............ ... (2,614) (6,722)
Allowance for authorized credits...............~— .. (1,017) (1,680)
Totaloooiiiiiii e $12,425 $ 36,538
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Write-offs against the allowance for doubtful acemuwere $562,000 and $4.5 million in the yearsedridecember 31, 1998 and 1999,
respectively.

December 31,

(in thousands)
Property and equipment, net:

Land and buildings......ccccccovvveiiceee $42,150 $61,274
Computer equipment and software............... ... 10,730 64,872
Leasehold improvements......ccccccceeveeeee. L 2,312 6,510
Furniture and fixtures......c.cccceeveeeeee 1,697 8,844
Vehicles and other.........ccoocceevvcceeeeee. L 881 2,529
Totalooiie e 57,770 144,029
Less: Accumulated depreciation and amortization. ... (13,708) (32,223)
Totaloiiiiiie $ 44,062 $111,806
Within computer equipment and software, the Compa ny capitalized $788,000 and
$5.8 million in site related software during the ye ars ended December 31, 1998

and 1999, respectively.

Intangible assets, net:
Intangible assets......cccccevveveevcceeeee. $ 5,442 $12,601
Accumulated amortization..........cccceeeeeee.. (1,714) (3,789)

TOtaliiiiii e $ 3,728 $ 8,812
Accrued expenses and other current liabilities:
Accrued compensation and related benefits..... ... $ 2,241 $ 5,826
Advertising accruals..........ccccovveeeee. . 1,274 4,918
Professional fees . 451 3,990
Other accruals.......cccovvveeeviceees L 2,611 17,816
TOtalioiieie $ 6,577 $ 32,550

Note 7--Debt:
Credit facilities

At December 31, 1998, the Company maintained alvingline of credit with a bank that provided foorrowings of up to $4.5 million. The
line of credit accrued interest on outstanding tmeimngs at a rate equal to the bank's prime rate.lifle of credit was terminated during 1999.
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Notes payabli

Notes payable consists of amounts payable to vafioancial institutions and a former shareholdérich are secured by specific proper!

and are detailed as follows:

December 31,

1998 1999
Revolving line of credit, prime rate............... ..$2991 ¢ -
Mortgage notes, prime plus 1%, due September 31,
2002.....ccciiiiiiii .. 1,905 1,797
Mortgage notes, LIBOR plus 1.75%, due July 15, 2001 ... 3,638 3,501
Mortgage notes, LIBOR plus 1.75%, due May 15, 2000. .. 12,249 11,980
Mortgage notes, 5.2% variable, due August 1, 2023.. 9,300
Notes on foreclosed property, prime plus 2%, due
August 2015.......cccciieeeee ... 618 549
8.5% loan in connection with Dunnings acquisition d ue
June 30, 2000.........ccoceeeiiiiiiiiesieee 500
6%-10.5% notes, due May 1999 through April 2004.... 507 176

.. 22,408 27,303
... (4,047) (12,285)

... $18,361 $ 15,018

Subtotal.........coooveviiii
Less: Current portion

Long-term portion.............ccccvvvvieveennns

Mortgage notes outstanding are on property ownetth®B&B Companies. The notes have variable inteedss from 5.2% to 10.5% and are
secured by certain land, buildings and improveméltie notes are repayable in equal monthly instksover three to thirty year terms,
with final installments consisting of all remainingpaid principal and accrued interest at the drileoterm.

During 1997, B&B foreclosed on secured receivabbéaling $815,000 and assumed a related note payab$668,000, plus unpaid property
taxes of $27,000. The property received in thedlosure consisted of inventory with an estimatedeaf $150,000 and real property
recorded at the remaining value of consideratimemgiof $1.4 million, which approximates its failwa. The real property has been classified
as a non-current asset in the accompanying comgetidbalance sheet, because B&B has not useddperpy in its business operations and

has actively listed the property for sale sinceftineclosure date. The related loan bears intettesstvariable rate of prime plus 2% and is due
in monthly principal and interest installments 6f@00.

Minimum annual repayments on these notes at DeceBihed 999, are as follows:

Year ending

December 31, Total
2000 cuiii i s $12,285
220 3,624
2002 i e, 1,640
2003 s 41
2004 ... s 43
Thereafter......coovvvvviiis s 9,670

Note 8--Leasing Arrangements:

The Company, through its B&B subsidiary, leasesateiand and buildings. These leases are cladsaeoperating leases that expire at
various intervals between 2001 and 2013. Certathede leases contain renewal
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options and have escalation clauses tied to chandke Consumer Price Index. Under the terms el¢hses, the tenants are generally
responsible for the payment of property taxes,rersce and maintenance costs related to the leaspdrpy.

Property on operating leases and property heltetme

The following schedule provides a summary of thenfany's investment in property held for lease bjomaasses at December 31, 1998
and 1999:

D ecember 31, December 31,
1998 1999
Land......ccooceeeeeiiieieeceeee e $7,265 $12,711
BUilding......ccooviiiiiiiiieeieee 8,581 20,789
Building improvements...............cccccvvenne 9,672 9,801
Other...cccoveeeiieiieee e 37 -

25,555 43,301
Less: Accumulated depreciation................... (4,249) (6,986)

$21,306  $36,315

The following is a schedule by year of minimum fetwental income on noncancellable operating leases December 31, 1999, (in
thousands):

Year ending
December 31, Total

Note 9--Purchase and Sale of Properties or Propertyterests:

From time to time and in the ordinary course ofibess, the Company elects to sell properties puslycheld for lease, or purchase propel

or property interests for future rental. The Compeiews its rental properties as sources of inconiéch may be derived either from
property rental, or potentially the sale of thegandy. During 1998, the partners of 131 North Gill#esenue Partners, including the Company
as a 63.3% holder, sold the property to an unmlpsety for $2.5 million in cash and recognizedaingn the transaction of $200,000. In
August 1998, the Company sold its Parthenia prggert$865,000 in cash and recognized a gain oBXI®), and in November 1999, the
Company sold its Curson property for $350,000 shcand recognized a gain of $182,000.

During 1999, the Company increased its ownershipgrgage in various property partnerships acquirede merger with B&B. In one case,
the Company became a majority owner in a propertyhich it had previously held a minority interest.
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Note 10--Commitments and Contingencies:
Leases

The Company leases property and equipment undecaocelable operating leases that expire at vadatess. Future minimum rental
payments under non- cancelable operating leasasgguént to December 31, 1999, include those leadered into subsequent to December
31, 1999 are as follows, (in thousands):

Year ending Operating
December 31, Leases
2000, .t e, $10,080
2001 e, 10,105
2002, e, 10,148
2003, . e, 10,143
2004 . e, 10,299
Thereafter....occoovvvieiiiiiiiiieee 8,273
Total minimum lease payments......ccccccceeeeee i $59,048

Rent expense in the years ended December 31, 1998,and 1999 totaled $223,000, $672,000 and $Bli8mmrespectively.
Advertising

During 1998, the Company entered into a three-yesketing agreement with America Online, Inc. ("AQLUnder the terms of the
agreement, the Company will be provided with a Bgecumber of advertising impressions featuringstthe preferred provider of personal
trading services on AOL's service. In considerattbe Company committed to pay $12.0 million over three-year term of the agreement.
The Company is recognizing these fees as salemarkkting expenses over the greater of the rattbeohumber of impressions delivered
over the total number of contracted impressions, straight-line basis over the term of the contr&tDecember 31, 1998, the Company had
made a prepayment of $4.0 million to AOL, of whigh7 million was recognized as sales and marketimgense. In March 1999, the
Company expanded the scope of its strategic raksttip with AOL. Under the amended agreement, eBay giwen a prominent presence
featuring it as the preferred provider of persdreding services on AOL's proprietary serviceslflfimestic and international), AOL.com,
Digital Cities, ICQ, CompuServe (both domestic antdrnational) and Netscape. In consideration ligg agreement, eBay will pay $75
million over the four-year term of the contract.donjunction with the agreement, eBay developed-aranded version of its service for each
AOL property which prominently features each parbyrand. AOL will be entitled to all advertisingzemue from the co-branded site.

In conjunction with the expanded strategic relatdp, AOL terminated its original contract with tBempany in August 1999. As a result,
the remaining $8.0 million commitment associatethulie original agreement was waived.

During 1999, the Company had made a prepaymert&B3$nillion under the amended agreement, of wiigs million was recorded as
sales and marketing expense.

Minimum auction guarantees

From time to time the Company, through its B&B ddlzsy, guarantees the minimum net proceeds wiheet to the sale of properties at
future auctions. Such guaranteed proceeds are afteemnced to the consignor
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prior to the completion of the auction. The Compé&nsesponsible for the shortfall, if any, betwédlea guaranteed minimum proceeds and the
actual net proceeds upon the completion of theé@udtosses, if any, are recognized at the conaiusf the auction.

At December 31, 1999, B&B had entered into an ages# with another auction service to sell certa@murabilia owned by a third party.
The memorabilia's consignor was guaranteed minimenproceeds of $2.0 million, half of which was grdeed by each party.

Other contingencies

On March 23, 1999, the Company was sued by Net&adineering Software, Inc. ("NES") in the U.S. BidtCourt for the Northern Distri
of California for alleged willful and deliberateolation of a patent. The suit sought unspecifiechaetary damages as well as an injunction
against the Company's operations. It also soughtdrdamages and attorneys' fees and costs. Thpabgrhas entered into a settlement
agreement and license with NES, and this suit kas bismissed with prejudice.

On September 1, 1999, the Company was served Matlvsuit filed by Randall Stoner, on behalf of treneral public, in San Francisco
Superior Court (No. 305666). The lawsuit allegest the Company violated Section 17200 of the CalitoBusiness & Professions Code, a
statute that relates to unfair competition, bagashuthe listing of "bootleg" or "pirate” recordingg the site's users, allegedly in violation of
California penal statutes relating to the saler@uthorized audio recordings. The lawsuit seektadstory and injunctive relief, restitution
and legal fees. Discovery has commenced. The Coypalieves that it has meritorious defenses tol#hisuit and intends to defend itself
vigorously. Management believes that the ultimasolution of these disputes will not have a matedaerse impact on the Company's
financial position or results of operations.

On December 10, 1999, the Company sued Bidder's,Hdg. in the United States District court for therthern District of California
alleging trespass, unfair competition, violatiortted computer fraud and abuse act, misapproprid@adse advertising, trademark dilution,
injury to business reputation, interference witbgmective economic advantage, and unjust enrich@enEebruary 7, 2000, Bidder's Edge
denied these claims and counterclaimed againsEoinepany alleging that the Company violated thetarsti laws by monopolizing or
attempting to monopolize a market, competing uhfaand interfering with their contract with eBayagazine. Bidder's Edge is seeking tre
damages, an injunction and its fees and costs.dibgokdiscovery in this case has commenced. Thep@agnintends to prosecute its claims
and defend itself against Bidder's Edge counterdaiigorously. Management believes that the ultimasolution of these disputes will not
have a material adverse impact on the Companysdial position or results of operations.

Other third parties have from time to time clainzedi may claim in the future that the Company h&iiged their past, current or future
technologies. The Company expects that participarits markets increasingly will be subject torinement claims as the number of
services and competitors in our industry segmemivgr Any claim like this, whether meritorious ortheould be time consuming, result in
costly litigation, cause service upgrade delayequire us to enter into royalty or licensing agneats. These royalty or licensing agreements
might not be available on acceptable terms orlabMEnagement believes that the ultimate resolubibthese disputes will not have a material
adverse impact on the Company's financial posiioresults of operations.

From time to time, the Company is involved in diggguwhich have arisen in the ordinary course oirfass. Management believes that the
ultimate resolution of these disputes will not havaaterial adverse impact on the Company's fimpaisition or results of operations.
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Note 11--Related Party Transactions:
Notes receivable from stockholde

At December 31, 1998, the Company held notes rablfrom employees, officers and a director taga1.1 million, $11,000 of which w
outstanding at December 31, 1999. Notes receiVfedme stockholders represent amounts owed to thepgaosnfrom the exercise of stock
options. These full recourse notes are secureddoyn@n Stock and bear interest at a rate of 8% maura. Interest is due and payable on
December 1st of each year, and the principal isoduer before December 1, 2002.

Notes receivable from office

At December 31, 1999, the Company held a notevabk from an officer of the Company totaling $thillion. The note bears interest at a
rate of 5.43% per annum and is secured by a De&dust, assigned to the Company. All outstandinggipal and interest are due and
payable in 2000.

Professional services

In connection with the recruitment of its Chief Exéive Officer, the Company engaged the servicemaéxecutive search firm affiliated w

a holder of the Company's Series B Mandatorily Retble Convertible Preferred Stock. During 1998,@lompany paid fees for services
performed of $93,000 and issued 46,248 sharesrasSB Mandatorily Redeemable Convertible PrefeB&atk with a fair value on the date
earned of $93,000. The amount paid for the sendoesthe fair value of the shares are includeceimegal and administrative expenses in the
consolidated statement of income for the year efmmbmber 31, 1998.

Note 12--Preferred Stock and Convertible Preferredstock:
Preferred Stock

The Company is authorized, subject to limitatiorsspribed by Delaware law, to provide for the ismgaof Preferred Stock in one or more
series, to establish from time to time the numbeshares included within each series, to fix tlghts, preferences and privileges of the shares
of each wholly unissued series and any qualificetidimitations or restrictions thereon, and ta@ase or decrease the number of shares of
any such series (but not below the number of shafresch series then outstanding) without any &rtrote or action by the stockholders. At
December 31, 1998, and 1999 there were 5,000,00Q@&000,000 shares of Preferred Stock authorizeis$uance, and no shares issued or
outstanding.

Convertible Preferred Stock

Convertible Preferred Stock prior to the initiabfia offering at September 24, 1998 was composetiefollowing (in thousands):

Liquidation
Shar es Redemption
Authorized O utstanding Amount Amount
Series A oo 1,676 1,676 $1,000$ --
SeriesS B ..o 1,415 1,415 6,300 5,093
Undesignated ...........ccccvvveeeenns 2,909 -- - -
6,000 3,091 $7,300 $5,093
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On September 24, 1998, the Company completediiigl ipublic offering of Common Stock. At that timall issued and outstanding shares of
the Company's Series A and Series B ConvertibleeResl Stock were converted into an aggregate 277019 shares of Common Stock.

Warrants for Series B Mandatorily Redeemable Convetible Preferred Stock

In connection with the issuance of Series B, then@any issued warrants to purchase 400,000 additstaaes of Series B with an exercise
price of $5.00 per share. In May 1998, these wésraere exercised, resulting in the issuance of08Ishares of Series B in exchange for
cash proceeds totaling $2.0 million.

Note 13--Common Stock:

The Company's Certificate of Incorporation, as ateel authorizes the Company to issue 900,000,0@@slof Common Stock. A portion of
the shares outstanding are subject to repurchadeliyompany over a four-year period from the endf the issuance date or employee hire
date, as applicable. At December 31, 1998 and 1888 were 32,213,000 and 12,678,000 shares,atésglg, subject to repurchase rights at
an average price of $0.04 and $0.12, respectipelyshare.

In June 1998, in connection with the appointmernttwaf outside directors, the Company sold an agdeegfa643,500 shares of Common Si
to two directors and realized net proceeds of $lllilon. The Company recognized the $429,000 exoéslse estimated fair value of the
stock over the price paid by the two directors @segal and administrative expense in 1998.

At December 31, 1999, the Company had reservedt3880 and 722,051 shares of Common Stock fordutiguance for the exercise of
options under the stock option plans and issuahsbares under the employee stock purchase plspectvely.

Note 14--Employee Benefit Plans:
401(k) Savings Plan

The Company has a savings plan that qualifiesdefeared salary arrangement under Section 401(#)eofnternal Revenue Code (the "401
(k) Plan™). Under the 401(k) Plan, participatingptayees may defer a percentage (not to exceed ab#oir eligible pretax earnings up to
the Internal Revenue Service's annual contribuiioit. All employees on the United States payrditlee Company age 21 years or older are
eligible to participate in the 401(k) Plan. The Gumy had not been required to contribute to th€ld@lan but in 1998 elected to match
contributions up to a maximum of $1,500 per empdoyand committed to matching contributions to aimaxn of $1,500 per employee per
year in future periods. As a result, the Compamytrdouted and expensed $97,000 and $856,000 ipethes ended December 31, 1998
1999, respectively.

As a result of the mergers with the Company in 18@®h B&B and Kruse terminated any existing defisavings contribution plans and
adopted the Company's 401(k) Plan.

Stock option plans

In December 1996, the Company's Board of Direcdispted the 1996 Stock Option Plan (the "1996 Blamid in June 1997, adopted the
1997 Stock Option Plan (the "1997 Plan") (colleetyy the "Plans"). The Plans provide for the gragif stock options to employees and
consultants of the Company. Options granted urfdePtans may be either incentive stock options@43 or nonqualified stock options
("NSOs"). ISOs may be granted only to the Compagryiployees (including officers and directors whe @so employees). NSOs may be
granted to the Company's employees and consultants.
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In July 1998, the Board adopted, and in August 11883Company's stockholders approved, the 1998 mdentive Plan (the "1998 Plan")
and reserved 13,500,000 shares of Common Stodkdieance thereunder. The 1998 Plan authorizedithedaof options, restricted stock
awards and stock bonuses (each an "Award"). Naopesdll be eligible to receive more than 3,000,@80@res in any calendar year pursua
Awards under the 1998 Plan other than a new emploféhe Company who will be eligible to receivemore than 6,000,000 shares in the
calendar year in which such employee commencesoymgint. Options granted under the 1998 Plan magjtber ISOs or NSOs. ISOs may
be granted only to Company employees (includingef§ and directors who are also employees). NS@sha granted to Company
employees, officers, directors, consultants, indepat contractors and advisors of the Company.

In October 1999, the Board of Directors adoptedli®@9 Global Equity Incentive Plan ("the 1999 P)aarid reserved 2,500,000 shares of
Common Stock for issuance thereunder. Options mayrénted to Company employees, directors, anduttanss and in particular those to
Company employees, directors, and consultants waeither citizens nor residents of the UnitedeStaf America.

In May 1999, in connection with the Company's asitioin of Billpoint, the Company assumed Billpoint'999 Stock Plan, and all options

outstanding under the plan. At the time of the &itjon, the outstanding options became optionsuichase approximately 100,000 shares of
eBay common stock. The Company will make no furtigtion grants under this plan.

Options under the Plans may be granted for pebddp to ten years and at prices no less than 85¥ecestimated fair value of the shares
the date of grant as determined by the Board adddars, provided, however, that (i) the exercisegpof an ISO may not be less than 100¢
the estimated fair value of the shares on the afageant, and (ii) the exercise price of an ISOnged to a 10% shareholder may not be less
than 110% of the estimated fair value of the sharethe date of grant. Options under the 1996 &9 Plans were exercisable immediately
through June 30, 1998, subject to repurchase rigtitsby the Company, which lapse over the vegigripd, which is generally four years.
Options under the 1998 Plan are not immediatelyatsa@ble and generally vest over a period of faarg.

The following table summarizes activity under then@pany's stock option plans for the years ende@bber 31, 1997, 1998 and 1999,
(shares in thousands):

Year Ended December 31,
1997 1998 1999
Weighted Weigh ted Weighted
Average Avera ge Average
Exercise Exerc ise Exercise
Shares Price Shares Pric e Shares Price
Outstanding at
beginning of
period........... 675 $0.01 11,790 $0.0 2 9,246 $ 3.68
Granted ........ 11,592 0.02 17,287 2.1 5 6,105 129.17
Exercised ...... - - (194477) 0.1 4 (1,775) 3.90
Cancelled ...... (477) 0.01 (354) 16 7 (458) 77.92
Outstanding at end
of period ....... 11,790 0.02 9,246 3.6 8 13,118 59.45
Options
exercisable at
end of period ... 11,790 0.02 370 0.0 3 1,827 10.06
Weighted average
fair value of
options granted
during period.... 0.10 2.8 0 210.06
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The following table summarizes information abouetl stock options outstanding at December 31, 189@yes in thousands):

Options Outsta nding at Options Exercisable
December 31, 1999 at December 31, 1999
Weighted Weighted
Number of  Weighted Av erage Average Number of Average
Range of Shares Remaining Cont ractual Exercise Shares Exercise
Exercise Prices  Outstanding Life Price Exercisable Price
$0.01-$3.11............. 2,351 8.2y ears $ 1.15 792 $ 0.87
4.67-4.67.............. 1,253 8.5 4.67 124 4.67
5.00-5.00.............. 3,768 8.6 5.00 821 5.00
16.85-127.06........... 2,269 9.5 98.97 18 75.56
127.88-152.06.......... 2,476 9.7 141.88 12 138.50
154.13-209.00.......... 1,001 9.5 176.37 60 166.50
13,118 8.9 5945 1,827 10.06

Fair value disclosures

The Company calculated the fair value of each opgi@nt on the date of grant using the Black-Sahofgtion pricing model as prescribed by
SFAS No. 123 using the following assumptions:

Year Ended
December 31,

Risk-free interestrates.......cccccoevvvvvveeneeee L 5.9% 4.9% 5.5%
Expected lives (in years).....c.cccccveeeevvveees L 50 3.0 3.0
Dividend yield.................... — 0% 0% 0%

Expected volatility...........ccoovvvcvvvveeeee. L 0% 80% 100%

Prior to the Company's initial public offering, tfar value of each option grant was determinedgigihe minimum value method. Subseqt

to the offering, the fair value was determined ggime Black-Scholes model. The compensation casicésted with the Company's stock-
based compensation plans, determined using themaimivalue method prescribed by SFAS No. 123, didesult in a material difference
from the reported net income for the year endecebBdxer 31, 1997. The effect of compensation costebiincome and earnings per share for
the years ended December 31, 1998 and 1999 aofi@sd, (in thousands, except per share amounts):

1998 1999
Net income:
Asreported ....cccooviiiiiiiiieeeeeee $7,273 $ 10,828
Proforma ......ccoovviiiiiiiii e,

........... $6,497 $(60,190)
Net income/(loss) per share--basic:

As reported
Pro forma .......ccoooiiiiiiiii
Net income/(loss) per share--diluted:
As reported ...
Pro forma ......cccoooiiiiiiii

........... $0.14$ 0.10
........... $0.12$ (0.56)

........... $0.06 $ 0.08
........... $0.06 $ (0.56)
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1998 Employee Stock Purchase Plan

In July 1998, the Board adopted, and in August 1#883Company's stockholders approved, the 1998 @&raplStock Purchase Plan (the
"Purchase Plan") and reserved 900,000 shares ofrdonstock for issuance thereunder. On each Jadyding aggregate number of shares
reserved for issuance under the Purchase Plabeviticreased automatically by the number of shaweshased under the Purchase Plan i
preceding calendar year. The aggregate numbemoésheserved for issuance under the Purchasesifddimot exceed 4,500,000 shares. The
Purchase Plan became effective on September 28, #t89first business day on which price quotatimnghe Company's Common Stock
were available on the Nasdaq National Market. Eygds are generally eligible to participate in thiecRase Plan if they are customarily
employed by the Company for more than 20 hoursygerk and more than five months in a calendar yediaae not (and would not become
as a result of being granted an option under tlieHage Plan) 5% stockholders of the Company. UtidePurchase Plan, eligible employees
may select a rate of payroll deduction between Béh1d% of their W-2 cash compensation subject tatemaximum purchase limitations.
Each Offering Period has a maximum duration of ywars (the "Offering Period") and consists of feixrmonth Purchase Periods (each, a
"Purchase Period"), with the exception of the firetchasing Period, which began on September 28 48d ended on April 30, 1999 and a
supplemental purchasing period to accommodate rdenggloyees which began on July 1, 1999 and endédctober 31, 1999. Offering
Periods and Purchase Periods thereafter will begiay 1 and November 1. The price at which the @om Stock is purchased under the
Purchase Plan is 85% of the lesser of the fair star&lue of the Company's Common Stock on the dizgtof the applicable offering period

or on the last day of that purchase period. Theliage Plan will terminate after a period of terrgesless terminated earlier as permitted by
the Purchase Plan.

1998 Directors Stock Option Plan

In July 1998, the Board adopted, and in August 1#883Company's stockholders approved, the 199&Dire Stock Option Plan ("Directors
Plan") and reserved a total of 600,000 shareseo€itmpany's Common Stock for issuance thereundemtérs of the Board who are not
employees of the Company, or any parent, subsidiagffiliate of the Company, are eligible to peigiate in the Directors Plan. The option
grants under the Directors Plan are automatic andiscretionary, and the exercise price of theamgtimust be 100% of the fair market value
of the Common Stock on the date of grant. Eachbddiglirector who first becomes a member of therBam or after September 24, 1998
initially be granted an option to purchase 90,00@res (an "Initial Grant") on the date such direéitst becomes a director. Immediately
following each Annual Meeting of the Company, eatigible director will automatically be granted additional option to purchase 15,000
shares if such director has served continuoustyrmember of the Board since the date of such dirsdnitial Grant or, if such director was
ineligible to receive an Initial Grant, since thiédgtive Date. In March 1999, the Board amendedihiectors Plan to provide that no such
grants would be made to eligible directors at td@31Annual Meeting. The term of such options isytears, provided that they will terminate
seven months following the date the director cetség a director or a consultant of the Compawgl{te months if the termination is due to
death or disability). All options granted under Dieectors Plan will vest as to 25% of the shanmeshe first anniversary of the date of grant
and as to 2.08% of the shares each month thergaiftaiided the optionee continues as a membereoBtiard or as a consultant to the
Company.

Unearned stock-based compensation

In connection with certain stock option and stocsnant grants during the years ended Decemberd®T,, 1998 and 1999, the Company
recognized unearned compensation totaling $1.4omjl$5.4 million and $6.3 million, respectivelyhigh is being amortized over the four-
year vesting periods of the options and the one yesting period of the warrant as applicable. Aization expense recognized during
years ended December 31, 1997, 1998 and 1999datpf@oximately $25,000, $3.1 million and $4.7 ol respectively
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Note 15--Income Taxes:
The components of income (loss) before income téorethe years ended December 31, 1997, 1998 a9@ 4@ as follows, (in thousands):

Year Ended December
31,

United States... $8,032 $12,062 $25,187
FOreign....ccceeeeeeiiecceeee e - - (4,974)

$8,032 $12,062 $20,213

The provision for income taxes is composed of tileding, (in thousands):

Year Ended December
31,

Current:
... $667 $2,419 $10,951
. 207 963 2,683

Deferred:
Federal......ccooovveeeeieiiiiiiiiiees ... 81 1,211 (3,347)
State and local.........cccoecveveeiiiiienee .. 16 196 (902)

The following is a reconciliation of the differenbetween the actual provision for income taxesthrdrovision computed by applying the
federal statutory rate of 34% for 1997 and 1998 36f for 1999 to income before income taxes, (Gu#ands):

Year Ended December 31,
199 7 1998 1999
Provision at statutory rate................... $2, 840 $4,255 $7,075
Permanent differences:
Foreign loss not recognized................. -- - 1,741
S Corporation (income) loss not subject to
EBX vt 307) (1,848) 978
Merger related expenses -- 384 329
Stock-based compensation... - 1,051 (379)

—~  (175) (4,223)

Other. .o 169 328 2,706
State taxes, net of federal benefit........... 269 794 1,158
$ 971 $4,789 $9,385
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Under SFAS No. 109, deferred tax assets and liegsilare recognized for the future tax consequeotdigferences between the carrying
amounts of assets and liabilities and their respetax bases using enacted tax rates in effedhfoyear in which the differences are expe
to reverse. Significant deferred tax assets atuilitias consist of the following, (in thousands):

December 31,

1998 1999
Deferred tax assets:
Net operating l0SS.....cccoevevveevcveeiiieaeees L $ - $83,89%
Accruals and reserves.......cccccoevvveenneeeee L 171 5,077
Depreciation.......cccoceeiviiieeeniiiiieeeeee L 61 2,617
State iINCOMe taXeS....coovvvveeevviiiieeeeaeeee 43 -
GOOOAWIll.oeviiiiiiiee e - 5944
AMOrtiZation........ccvvvveevvciieeiiciieeeeee 17 237
Gross deferred tax assets......ccccovceeeeweeee. L 292 97,769
Valuation allowance........cccccceeevevevieeeeeees L --  (83,894)
292 13,875
Deferred tax liabilities:
Accruals and reserves not currently deductible... ... (1,724)
Depreciation.......cccoceeeveiiveeensiiiieeeeee L (261)
Net unrealized gains on marketable securities.... ... - (3,731)
State income taxes.......occevvvevvvvvevenenenes L -- (88)

$(1,693) $ 10,056

As of December 31, 1999, the Company's federaktateé net operating loss carryforwards for incoaxepiurposes were approximately
$192.9 million and $99.1 million, respectively niét utilized, the federal net operating loss cammyiards will begin to expire in 2019, and the
state net operating loss carryforwards will begiexpire in 2004. Deferred tax assets of approaiyai83.9 million at December 31, 1999
pertain to certain net operating loss carryforwaegslilting from the exercise of employee stockari When recognized, the tax benefit of
these losses are accounted for as a credit ta@uklipaid-in capital rather than a reduction amiticome tax provision.

In connection with the acquisition of ButterfieldButterfield by eBay, Butterfield & Butterfield'sagus as an S Corporation was terminated
and B&B became subject to federal and state indaes. The supplemental pro forma information bealosludes an increase to the
provisions for income taxes based upon a combieddrfl and state tax rate of 42%. This amount ajprpades the statutory tax rates that
would have been applied if B&B had been taxed @sCGorporation during the periods prior to its asgion. Because the acquisition of the
B&B companies has been accounted for as a poofingerests, there has been no adjustment to #teridal carrying values of the real
estate holdings. However, these properties areesuty increases in tax basis which will resuldinigher depreciable basis for income and
property tax purposes. As a result, a deferrecsaet and a corresponding increase to stockhoktprity of approximately $8.8 million was
recorded in the second quarter of 1999 for theediffice between the financial statement carryinguatsaand the tax basis of the related net
assets upon the closing of the transaction.
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The pro forma provision for income taxes is complaskthe following, (in thousands):

Year Ended December

Current:

Federal.......covvevieeieiiiiiiiiiciiiiees . $2,942 $4,303 $10,267

State and local...........ccccvvveeieieenennnn. . 578 1,243 2,505
3,520 5,546 12,772

Deferred:

Federal.......ccooovveeeeiiiiiiiiiiiiees . 24 1,138 (3,566)

State and local...........ccccvvveveeiienennnn. . 3 176 (939)

$3,547 $6,860 $ 8,267

The following is a reconciliation of the differenbetween the actual provision for income taxesthrdrovision computed by applying the
federal statutory rate of 34% for 1997 and 1998 36# for 1999 to income before income taxes, (Gu#ands):

Year Ended December

Provision at statutory rate........................ . $2,840 $4,255 $7,075
Permanent differences:
Foreign loss not benefited....................... Lo - 1741
Acquisition related expenses..................... . - 384 329
Stock based compensation............cccccee...... . - 1,051 (379
Tax exempt interest inCome.............ccceeuueee . - (175) (4,223)
Other.....cooiiiiiiiiee e . 141 316 2,706
State taxes, net of federal benefit................ . 566 1,029 1,018

$3,547 $6,860 $8,267

Note 16--Subsequent Events:
GO.com

On February 6, 2000, the Company entered into eyfear marketing agreement with GO.com. In accozdamith the agreement, GO.com
will provide the Company with online and offlinegonotion, the Company and GO.com will develop a @nbed version of the eBay service
and both companies will develop a site featuringaimandise from GO.com affiliates. These affiliatedude but are not limited to The Walt
Disney Company, ESPN and ABC. In consideratiorttitce agreement, eBay will pay a minimum of $30 imillto GO.com over the fowrear
term.

NEC

On February 17, 2000 eBay Japan Inc., a wholly ahgubsidiary of eBay, entered into a shareholddmaarketing services agreement with
NEC Corporation. In accordance with the sharehcddeeement, NEC will acquire 30% of eBay JapaneBaly will retain the remainin

70% interest of eBay Japan. eBay will continuednsolidate eBay Japan due to a majority ownershgrést and will reflect a minority
interest for the equity interest of NEC.
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In accordance with the marketing agreement, NECpadlvide marketing and services to eBay Japamiaféort to deliver a minimum level
confirmed registered users. As compensation fontheketing and other services performed by NECyeRBa@an will pay NEC an annual up-
front fee of approximately $1.5 million. The figgayment will be made within 10 days of March 310@@nd subsequent payments will be
payable on the anniversary of such date in eatheofubsequent three years as long as the coigtiaatffect. If NEC is unable to deliver the
minimum level of confirmed registered users, thBayewill have the right to repurchase shares ofyelBgan from NEC.

Wells Fargo

On February 24, 2000, Billpoint and Wells Fargo Béwells Fargo") entered into an agreement wheMgjis Fargo will be the exclusive
provider of Internet payment services (as defirgdjomestic transactions for Billpoint's customérise service agreement expires February
28, 2007.

In connection with this transaction Billpoint wikincorporate in Delaware and sell 350 shares wfngon stock and 1,399,965 shares of
Series A Preferred stock to Wells Fargo which re@nés approximately 35% ownership in Billpoint. 8ltaneously, eBay will exchange
25,999,350 common shares for 2,599,935 sharesrasSk Preferred stock. eBay will continue to cdidade Billpoint due to a majority
ownership interest and will reflect a minority irgst for the equity interest of Wells Fargo Bank.

Lease arrangement

On March 1, 2000, the Company entered into a fiearyease for general office facilities locatean Jose, California. Payment under this
lease, which commenced during 2000, are basedeonathdon Interbank Offering Rate ("LIBOR") plus 9436 applied to the $126.4 million
cost of the facility funded by the lessor. The Camphas an option to renew the lease for up tdfivesyear extensions subject to specific
conditions. Under the terms of the lease agreentemiCompany was required to place $126.4 millibcash and investment securities as
collateral for the term of the lease. The cashiaméstment securities are restricted as to theldvawal from the third party trustee.

AutoTrader.com

On March 6, 2000, eBay and Autotrader.com LLC (‘#rader") entered into a marketing and serviceseagent whereby eBay and
Autotrader will develop a co-branded site and Auatder will refer customers desiring an auctionipgdormat to eBay for a referral fee.
Under the terms of the agreement, eBay has conthidtprovide certain marketing expenditures forghamotion of the eBay service and
additional automobile related services offered lyotrader.

The following is a schedule by year of committectketing and promotional expenditures related toafpeeement (in thousands):

Year Lo eeieaeeee e, $ 7,000
(== L7 8,000
(== L T 9,000
Last 6 months......cccocvvvviveiiiiiieeiieeee s 5,000
Totaleiiicie e e $29,000

Under with the agreement, eBay acquired approximat8% equity investment in Autotrader representiril 73,876 of Autotrader.com Cle
A units in exchange for cash proceeds of $9.2 omilbr $7.87 per unit.
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EXHIBIT 10.25

LEASE
between

eBAY REALTY TRUST,
as Lessor,

and

eBAY INC.,
as Lessee

Dated as of March 1, 2000

THIS LEASE IS SUBJECT TO A SECURITY INTEREST IN F®OR OF THE CHASE MANHATTAN BANK, AS AGENT (THE
"AGENT"), UNDER A CREDIT AGREEMENT, DATED AS OF MARH 1, 2000 AMONG eBAY REALTY TRUST, THE LENDERS,
AND THE AGENT, AS AMENDED OR SUPPLEMENTED. THIS LE2E HAS BEEN EXECUTED IN SEVERAL COUNTERPARTS. 1
THE EXTENT, IF ANY, THAT THIS LEASE CONSTITUTES CHATEL PAPER (AS SUCH TERM IS DEFINED IN THE UNIFORM
COMMERCIAL CODE OF THE STATE OF CALIFORNIA OR NEWQ®RK), NO SECURITY INTEREST IN THIS LEASE MAY BE
CREATED THROUGH THE TRANSFER OR POSSESSION OF ANOUNTERPART OTHER THAN THE ORIGINAL
COUNTERPART CONTAINING THE RECEIPT THEREFOR EXECUDEBY THE AGENT ON THE SIGNATURE PAGE HEREOI
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EXHIBIT 10.25

LEASE (this "Lease"), dated as of March 1, 200@veetn eBAY REALTY TRUST, a Delaware business trhaying its principal office at
Wilmington Trust Company, Rodney Square North, 1806th Market Street, Wilmington, Delaware 1989®@00as lessor (the "Lessor"),
and eBAY INC., a Delaware corporation, having itim@ipal office at 2125 Hamilton Avenue, San Jd3alifornia 95125, as lessee (the
"Lessee").

In consideration of the mutual agreements heremadoed, and of other good and valuable considerathe receipt and sufficiency of which
are hereby acknowledged, the parties hereto agréslaws:

SECTION 1. DEFINITIONS

1.1 Defined Terms. Capitalized terms used hereimbtiotherwise defined in this Lease shall haeerédspective meanings specified in An

A to the Participation Agreement dated as of the iareof among Lessee, Lessor, Agent, the Invasibthe Lenders named therein, as suct
Participation Agreement may be amended, supplerdemtetherwise modified from time to time, and thées of usage set forth in Annex A

to the Participation Agreement.

SECTION 2. PROPERTY AND TERM

2.1 Property. Subject to the terms and conditiaeinafter set forth, Lessor hereby leases to leess®l Lessee hereby leases from Lessor,
the following (collectively, the "Property"):

(a) all of Lessor's right, title and interest irdao the Land described on Schedule A attacheddiere

(b) all of Lessor's right, title and interest indaio the Improvements;

(c) all of Lessor's right, title and interest indao all the Appurtenant Rights;

(d) all of Lessor's right, title and interest indato all the Fixtures; and

(e) all of Lessor's right, title and interest irdao all leases of any portion of the Improvememtd rights to Rents thereunder.

2.2 Lease Term. (a) The Property is leased foil #ren, unless extended or earlier terminated in @earte with the provisions of this Lease.

(b) The Term shall be automatically extended ifMeturity Date is extended pursuant to Sectiond.af the Credit Agreement so that the
Term will expire on the Maturity Date as so extedhc



2.3 Title. The Property is leased to Lessee witlamyt representation or warranty, express or implhgd_essor and subject to the rights of
parties in possession, the existing state of (ileluding, without limitation, the Permitted Exdams) and all applicable Legal Requirements.
Lessee shall in no event have any recourse adagssbr for any defect in title to the Property.

SECTION 3. RENT

3.1 Rent. (a) On each applicable Payment Date gleesisall pay the

Basic Rent attributable to the Property.

(b) Basic Rent shall be due and payable in lawfohey of the United States and shall be paid byglesiwire transfer of immediately
available funds on the due date therefor to suchwatt at such bank or to such other Person ordh sther manner as Lessor shall from time
to time direct.

3.2 Supplemental Rent. (a) Lessee shall pay toocesghe Person entitled thereto any and all Samphtal Rent promptly as the same shall
become due and payable, and if Lessee fails t@apgysupplemental Rent, Lessor shall have all rigidsers and remedies provided for
herein or by law or equity or otherwise in the caBaonpayment of Basic Rent. Lessee shall payetssbr as Supplemental Rent, among «
things, on demand, to the extent permitted by apple Legal Requirements, interest at the appkc@verdue Rate on any installment of
Basic Rent not paid when due for the period foralthihe same shall be overdue and on any payme&upgdlemental Rent not paid when due
or demanded by Lessor for the period from the cate dr the date of any such demand, as the caseenaytil the same shall be paid. The
expiration or other termination of Lessee's oblmys to pay Basic Rent hereunder shall not liminadify the obligations of Lessee with
respect to Supplemental Rent. Unless expresslyigedwtherwise in this Lease or any other Operagiigeeement, in the event of any failure
on the part of Lessee to pay and discharge anyl@upptal Rent as and when due, Lessee shall adsopply pay and discharge any fine,
penalty, interest or cost which may be assessadded for nonpayment or late payment of such Supgi¢al Rent, all of which shall also
constitute Supplemental Rent.

(b) Lessee shall make a payment of Supplemental &pral to the Maximum Residual Guarantee Amouatcitordance with Section 21.1(

3.3 Performance on a Non-Business Day. If any payiiseequired hereunder on a day that is not ariggs Day, then such payment shall be
due on the next succeeding Business Day, unlefise icase of payments based on the Eurodollar Beteesult of such extension would be
to extend such payment into another calendar mamtlhich event such payment shall be made onntimeddiately preceding Business D



SECTION 4. UTILITY CHARGES

4.1 Utility Charges. Lessee shall pay, or caudeetpaid, all charges for electricity, power, gak vaater, telephone, sanitary sewer service
and all other rents and utilities used in or onRheperty during the Term. Lessee shall be enttde@ceive any credit or refund with respect
to any utility charge paid by Lessee and the amotiany credit or refund received by Lessor on aotof any utility charges paid by Less
net of the costs and expenses incurred by Lessaistaining such credit or refund, shall be prompéyd over to Lessee. All charges for
utilities imposed with respect to the Propertyddsilling period during which this Lease expiregdenminates shall be adjusted and prorated
on a daily basis between Lessor and Lessee, ahdpaaiy shall pay or reimburse the other for eaattyfs pro rata share thereof.

SECTION 5. QUIET ENJOYMENT

5.1 Quiet Enjoyment. So long as no Lease Eventeféllt shall have occurred and be continuing, Lessall peaceably and quietly have,
hold and enjoy the Property for the Term, freerof elaim or other action by Lessor or anyone righgfclaiming by, through or under
Lessor.

SECTION 6. NET LEASE

6.1 Net Lease; No Setoff; Etc. This Lease shalktitnie a net lease and, notwithstanding any gih@rision of this Lease, Lessee shall pay
Basic Rent and Supplemental Rent without countienclsetoff, deduction or defense of any kind anthaiit abatement, suspension,
deferment, diminution or reduction of any kind, drebsee's obligation to pay all such amounts islatessand unconditional. The obligations
and liabilities of Lessee hereunder shall in no Wwayeleased, discharged or otherwise affectedrfgpreason, including, without limitation,
the maximum extent permitted by law: (a) any defie¢he condition, merchantability, design, constian, quality or fithess for use of any
portion of the Property, or any failure of the Redy to comply with all Legal Requirements, inclugliany inability to occupy or use the
Property by reason of such non-compliance; (b)damage to, abandonment, loss, contamination oktedRe from or destruction of or any
requisition or taking of the Property or any paereof, including eviction; (c) any restrictionggention or curtailment of or interference with
any use of the Property or any part thereof, indgeviction; (d) any defect in title to or rightsthe Property or any Lien on such title or
rights or on the Property;

(e) any change, waiver, extension, indulgence legradction or omission or breach in respect of@sligation or liability of or by Lessor,
Investor, Agent or any Lender; (f) any bankrupiogolvency, reorganization, composition, adjustmdissolution, liquidation or other like
proceedings relating to Lessee, Lessor, Investgensy, any Lender or any other Person, or any atdken with respect to this Lease by any
trustee or receiver of Lessee, Lessor, Investoergany Lender or any other Person, or by anytcouany such proceeding; (g) any claim
that Lessee has or might have against any Persdading, without limitation, Lessor, Investor, Ageor any Lender; (h) any failure on the
part of Lessor to perform or comply with any of teems of this Lease, any other Operative Agreeraenf any other agreement; (i) any
invalidity



or unenforceability or disaffirmance against orll@gsee of this Lease or any provision hereof oradriie other Operative Agreements or
provision of any thereof; (j) the impossibility pérformance by Lessee, Lessor or both; (k) anyadiy any court, administrative agency or
other Governmental Authority;

() any restriction, prevention or curtailment afamy interference with the construction on or asg of the Property or any part thereof; or
(m) any other occurrence whatsoever, whether sirailaissimilar to the foregoing, whether or noskee shall have notice or knowledge of
any of the foregoing. This Lease shall be noncdalolel by Lessee for any reason whatsoever exceptmsssly provided herein, and Lessee,
to the extent permitted by Legal Requirements, esmail rights now or hereafter conferred by statwtetherwise to quit, terminate or
surrender this Lease, or to any diminution, abateraereduction of Rent payable by Lessee hereuridiar any reason whatsoever this
Lease shall be terminated in whole or in part bgrapon of law or otherwise, except as otherwigeressly provided herein, Lessee shall,
unless prohibited by Legal Requirements, nonetkglay to Lessor (or, in the case of Supplementat,Re whomever shall be entitled
thereto) an amount equal to each Rent paymengdirtte and in the manner that such payment would bacome due and payable under the
terms of this Lease if it had not been terminated/ole or in part, and in such case, so long ek payments are made and no Lease Eve
Default shall have occurred and be continuing, beasll deem this Lease to have remained in effeeich payment of Rent made by Lessee
hereunder shall be final and, absent manifest @mrtitre computation of the amount thereof, Lessedl sot seek or have any right to recover
all or any part of such payment from Lessor, InoesAgent or any party to any agreements relatecktb for any reason whatsoever. Lessee
assumes the sole responsibility for the conditiz®, operation, maintenance, and management &frtiperty and Lessor shall have no
responsibility in respect thereof and shall havdiatality for damage to the property of Lesseeny subtenant of Lessee on any account or
for any reason whatsoever, unless due to Lessass giegligence or willful misconduct.

6.2 No Termination or Abatement. Lessee shall rarhligated under this Lease in accordance witteitsis and shall not take any action to
terminate, rescind or avoid this Lease, notwithditagn any action for bankruptcy, insolvency, reoiigation, liquidation, dissolution, or other
proceeding affecting Lessor, or any action wittpees to this Lease which may be taken by any teusexeiver or liquidator of Lessor or by
any court with respect to Lessor, except as ottserwkpressly provided herein. Lessee hereby waileght (i) to terminate or surrender ti
Lease, except as otherwise expressly providedrese(ii) to avail itself of any abatement, susgien, deferment, reduction, setoff,
counterclaim or defense with respect to any Reegske shall remain obligated under this Leasecordance with its terms and Lessee
hereby waives any and all rights now or hereaftefferred by statute or otherwise to modify or toidwstrict compliance with its obligations
under this Lease. Notwithstanding any such staiutgherwise, Lessee shall be bound by all of ¢ine¢ and conditions contained in this
Lease.

SECTION 7. OWNERSHIP OF PROPERTY

7.1 Ownership of the Property. (a) Lessor and Leeggend that (i) for financial accounting purposéth respect to Lessee (A) this Lease
be treated as ¢



"operating lease" pursuant to Statement of Finhgiaounting Standards (SFAS) No. 13, as amend&d, €ssor will be treated as the ow
and lessor of the Property and (C) Lessee wilrbat¢d as the lessee of the Property, but (iijdderal, state and local income tax and all
other purposes (A) this Lease will be treated fasamcing arrangement, (B) the Lenders will be tedaas senior lenders making loans to
Lessee in an amount equal to the Loans, which Leélhbe secured by the Property, (C) Investor will treated as a subordinated lender
making a loan to Lessee in an amount equal torthestor Contribution, which loan is secured byRneperty, and (D) Lessee will be treated
as the owner of the Property and will be entitiealt tax benefits ordinarily available to an owéproperty like the Property for such tax
purposes.

(b) Lessor and Lessee further intend and agreeftivahe purpose of securing Lessee's obligationthe repayment of the above-described
loans,

(i) this Lease shall also be deemed to be a sg@agieement and financing statement within the rimgaof Article 9 of the Uniform
Commercial Code and a real property mortgage ail dé&ust, as applicable; (ii) the conveyance pded for in Section 2 shall be deemed a
grant of a security interest in and a mortgage diethe Lessee's right, title and interest in thapBrty (including the right to exercise all
remedies as are contained in the applicable Moetgagl Memorandum of Lease upon the occurrencéedse Event of Default) and all
proceeds of the conversion, voluntary or involuptaf the foregoing into cash, investments, sei@gior other property, whether in the form
of cash, investments, securities or other propéstythe benefit of the Lessor to secure the Lesgmgyment of all amounts owed by the
Lessee under this Lease and the other Operativeefggnts and Lessor holds title to the Propertysgo areate and grant a first lien and p
security interest in the Property (A) pursuanthis t.ease for the benefit of the Agent under thsigrament of Lease, to secure to the Agent
the obligations of the Lessee under the Lease Bnpursuant to the Mortgage to secure to the Aganbbligations of the Lessor under the
Mortgage and the Notes; (iii) the possession bysaesr any of its agents of notes and such otkardtof property as constitute instruments,
money, negotiable documents or chattel paper bealleemed to be "possession by the secured partpuifposes of perfecting the security
interest pursuant to Section 9-305 of the Uniforamtnercial Code; and

(iv) natifications to Persons holding such propeanyd acknowledgements, receipts or confirmatiom® fiinancial intermediaries, bankers or
agents (as applicable) of Lessee shall be deemeavbeen given for the purpose of perfecting sedrity interest under applicable law.
Lessor and Lessee shall, to the extent consistigtiis Lease, take such actions as may be nagessansure that, if this Lease were
deemed to create a security interest in the Prppedccordance with this Section, such securitgrist would be deemed to be a perfected
security interest of first priority under applicaldaw and will be maintained as such throughouBhsic Term. Nevertheless, Lessee
acknowledges and agrees that none of Lessor, myéisé Trust Company, Agent, or any Lender hagigea or will provide tax, accounting
or legal advice to Lessee regarding this LeaseQperative Agreements or the transactions contdegplaereby and thereby, or made any
representations or warranties concerning the toqunting or legal characteristics of the Operafigeeements, and that Lessee has obtained
and relied upon such tax, accounting and legalcadsbncerning the Operative Agreements as it degpopriate.

(c) Lessor and Lessee further intend and agreerthihé event of any insolvency or receivershipcpexlings or a petition under the United
States bankruptcy laws or any other applicablelvesey laws or statute of the United States of Anzeor any State ¢



Commonwealth thereof affecting Lessee or Lesserfrémsactions evidenced by this Lease shall erded as loans made by an unrelated
third party lender to Lessee.

SECTION 8. CONDITION OF PROPERTY

8.1 Condition of the Property. LESSEE ACKNOWLEDGERD AGREES THAT IT IS RENTING THE PROPERTY "AS ISVITHOUT
REPRESENTATION, WARRANTY OR COVENANT (EXPRESS OR RMIED) BY LESSOR AND SUBJECT TO (A) THE EXISTING
STATE OF TITLE, (B) THE RIGHTS OF ANY PARTIES IN PESESSION THEREOF, (C) ANY STATE OF FACTS WHICH AN
ACCURATE SURVEY OR PHYSICAL INSPECTION MIGHT SHOWMD (D) VIOLATIONS OF LEGAL REQUIREMENTS WHICH
MAY EXIST ON THE DATE HEREOF. NONE OF LESSOR, THEVESTOR, THE AGENT AND ANY LENDER HAS MADE OR
SHALL BE DEEMED TO HAVE MADE ANY REPRESENTATION, WRRANTY OR COVENANT (EXPRESS OR IMPLIED,
INCLUDING THE CONDITION OF ANY IMPROVEMENTS THEREONTHE SOIL CONDITION, OR ANY ENVIRONMENTAL OR
HAZARDOUS MATERIAL CONDITION) OR SHALL BE DEEMED TCHAVE ANY LIABILITY WHATSOEVER AS TO THE TITLE,
VALUE, HABITABILITY, USE, CONDITION, DESIGN, OPERATON, OR FITNESS FOR USE OF THE PROPERTY (OR ANY PAR
THEREOF), OR ANY OTHER REPRESENTATION, WARRANTY OBOVENANT WHATSOEVER, EXPRESS OR IMPLIED, WITH
RESPECT TO THE PROPERTY (OR ANY PART THEREOF) AN@NE OF LESSOR, THE INVESTOR, THE AGENT AND ANY
LENDER SHALL BE LIABLE FOR ANY LATENT, HIDDEN, OR RTENT DEFECT THEREIN OR THE FAILURE OF THE
PROPERTY, OR ANY PART THEREOF, TO COMPLY WITH ANYHGAL REQUIREMENT.

8.2 Possession and Use of the Property. The Pyogieatl be used in accordance with all applicaldgdl Requirements. Lessee shall pay, or
cause to be paid, all charges and costs requirednnection with the use of the Property. Lessadl abt commit or permit any waste of the
Property or any part thereof.

SECTION 9. COMPLIANCE

9.1 Compliance with Legal Requirements and InswgdRequirements.

Subject to the terms of Section 13 relating to pech contests, Lessee, at its sole cost and egpshall (a) comply with all Legal
Requirements (including all Environmental Laws) &mslirance Requirements relating to the Propertjuding the use, construction,
operation, maintenance, repair and restoratioretiiewhether or not compliance therewith shall regjstructural or extraordinary changes in
the Improvements or interfere with the use andyangnt of the Property, and (b) procure, maintaith @mply with all licenses, permits,
orders, approvals, consents and other authorizateguired for the construction, renovation, usaintenance and operation of the Property
and for the use, operation, maintenance, repaire@stdration of the Improvemen




9.2 Environmental Matters. (a) Promptly upon Le'ssaetual knowledge of the presence of Hazardobst8nces in any portion of the
Property in concentrations and conditions that tituts an Environmental Violation, Lessee shallifydtessor in writing of such condition.
the event of such Environmental Violation, Lesdealsnot later than thirty (30) days after Lesbkas actual knowledge of such
Environmental Violation, deliver to Lessor and thgent an Officer's Certificate and either deliveFermination Notice with respect to the
Property pursuant to Section 16.1, if applicableabLessee's sole cost and expense, promptlgiigdntly undertake any response, clear
remedial or other action necessary to remove, algan remediate the Environmental Violation in adamce with the terms of Section 9.1. If
Lessee does not deliver a Termination Notice wadpect to the Property pursuant to

Section 16.1, Lessee shall, upon completion of teah@ction by Lessee, cause to be prepared byamamental consultant reasonably
acceptable to Lessor a report describing the Enmiental Violation and the actions taken by Lessedég agents) in response to such
Environmental Violation, and a statement by thesedtant that such Environmental Violation has besmedied in full compliance with
applicable Environmental Laws.

(b) In addition, Lessee shall provide to Lessothimifive (5) Business Days of receipt, copies lbfwaitten communications with any
Governmental Authority relating to any Environméihtaw in connection with the Property. Lessee shib promptly provide such detailed
reports of any such environmental claims as reddpmaay be requested by Lessor and the Agent.

SECTION 10. MAINTENANCE AND REPAIR

10.1 Maintenance and Repair; Return. (a) Lesseéts sle cost and expense, shall maintain thed?tpn good condition (ordinary wear a
tear excepted) and make all necessary repairsth@feevery kind and nature whatsoever, wheth@rior or exterior, ordinary or
extraordinary, structural or nonstructural or fems or unforeseen, in each case as required bg@dl Requirements and Insurance
Requirements and on a basis reasonably consistimth& operation and maintenance of commercigbg@mies comparable in type and
location to the Property, subject, however, toghavisions of Section 15 with respect to Condenumatind Casualty.

(b) Lessor shall under no circumstances be reqairédild any Improvements on the Property, makerapairs, replacements, alterations or
renewals of any nature or description to the Ptyperake any expenditure whatsoever in connectibim this Lease or maintain the Property
in any way. Lessor shall not be required to mamtagpair or rebuild all or any part of the Propeand Lessee waives the right to (i) require
Lessor to maintain, repair, or rebuild all or arytpf the Property, or (ii) make repairs at thpense of Lessor pursuant to any Legal
Requirement, Insurance Requirement, contract, aggee covenants, condition or restriction at ametin effect.

(c) Lessee shall, upon the expiration or earliamiteation of the Term with respect to the Propéother than as a result of Lessee's purchase
of the Property from Lessor as provided hereingat®, surrender and transfer the Property to Leastessee's own expen



free and clear of all Liens other than Permitteghisi described in clauses (i) and (viii) of the mi&iin of Permitted Liens, Liens described in
clause (i) of the definition of Permitted Exceptin and Lessor Liens, in as good condition as wexg on the Closing Date, ordinary wear
and tear excepted, and in compliance with all L&gduirements and the other requirements of thisé éand in any event without (x) any
asbestos installed or maintained in any part oPtteperty, (y) any polychlorinated byphenyls (PCiBs)n or used, stored or located at the
Property, and (z) any other Hazardous Substantiesy, thhan as disclosed in the Environmental Autfif)essee has not exercised its Maturity
Date Purchase Option, Lessee shall provide, oreceule provided or accomplished, at the sole modtexpense of Lessee, to or for the
benefit of Lessor or a purchaser, at least thitgiBess Days prior to the expiration or earliemieation of the Term with respect to the
Property, each of the following: (i) an endorsenterthe title policy issued for the Property shogv{i) record title of the Lessor in the fee
estate, subject to no Liens other than Permittedd.described in clauses (i) and (viii) of the ni&iin of Permitted Liens, Liens described in
clause (i) of the definition of Permitted Exceptsy and Lessor Liens and (B) the Mortgage as d @ald perfected first lien; (ii) an
environmental assessment for the Property satigfyia requirements set forth in Section 10.3 beldiy;an assignment (to the extent
assignable) of all of the Lessee's right, title antdrest in and to each agreement executed byekdasconnection with the construction,
renovation, development, use, maintenance or aperaf the Property

(including all warranty, performance, service andemnity provisions); (iv)

copies of all plans and specifications relatingh# design, construction, renovation or developroétite Property; (v) an assignment (to the
extent assignable) of all permits, licenses, apgoand other authorizations from all GovernmeAtahorities in connection with the
construction, operation and use of the Properiy;cpies of all books and records, with respe¢h®construction, renovation, maintenance,
repair, operation or use of the Property. Lessa# sdasonably cooperate with any independent @asehof the Property in order to facilitate
the ownership and operation by such purchasereoPtbperty after such expiration or earlier termioraof the Term, including providing all
books, reports and records regarding the maintenaeapair and ownership of the Property and alh dat technical information relating
thereto, granting or assigning all licenses necgdsa the operation and maintenance of the Prgpemtl cooperating in seeking and obtair
all necessary licenses, permits and approvals gémental Authorities. Lessee shall have also fiedotal cost for the completion of all
Modifications commenced prior to such expiratiorearlier termination of the Term. The obligationLefssee under this Section 10.1(c) shall
survive the expiration or termination of this Lease

10.2 Right of Inspection. Lessor may, at reasontinles and with reasonable prior notice, enter yptspect and examine at its own cost and
expense (unless a Lease Event of Default existshioh case the out-of-pocket costs and expensksssior shall be paid by Lessee), the
Property. Lessee shall furnish to Lessor statemantsmore than once per year, accurate in all nahtespects, regarding the condition and
state of repair of the Property. Lessor shall haveluty to make any such inspection or inquiry simall not incur any liability or obligation

by reason of not making any such inspection orimyqu

10.3 Environmental Inspection. Unless Lessee hagqursly irrevocably exercised the Maturity Datedhase Option, not less than 12
months prior to the Maturity Date and not more tttarty Business Days prior to surrender of possassf the Property, Less:



shall, at Lessee's sole cost and expense, obtaepoa by an environmental consultant selecteddgsbr and reasonably acceptable to Lessee
certifying that the Property or any portion therépfloes not contain Hazardous Substances undemastances or in concentrations that
could result in a violation of or liability undeng Environmental Law and (ii) is in compliance wéh Environmental Laws. If such is not the
case on either such date, then Lessee shall beedeterhave irrevocably exercised the Maturity CRaechase Option pursuant to Section
20.2.

SECTION 11. MODIFICATIONS

11.1 Modifications, Substitutions and ReplacemefasSo long as no Lease Event of Default has oedwand is continuing, Lessee, at its
sole cost and expense, may at any time and fromtnime make alterations, renovations, improvasiand additions to the Property or any
part thereof (collectively, "Modifications"); praded, that: (i) except for any Modification requiredbe made pursuant to a Legal
Requirement or an Insurance Requirement, no Matiéia, individually, or when aggregated with any) @ther Modification or (B) grant,
dedication, transfer or release pursuant to Sedtiop, shall impair the value of the Property @ tiility or useful life of the Property from
that which existed immediately prior to such Mochtiion;

(i) the Modification shall be performed expeditsbyiand in a good and workmanlike manner; (iii) $&es shall comply with all Legal
Requirements (including all Environmental Laws) &mslirance Requirements applicable to the Modificatincluding the obtaining of all
permits and certificates of occupancy, and theciral integrity of the Property shall not be acedy affected; (iv) Lessee shall maintain or
cause to be maintained builders' risk insuranedl &imes when a Modification in excess of $500,60M progress;

(v) subject to the terms of Section 13 relatingéomitted contests, Lessee shall pay all costeapdnses and discharge any Liens arising
with respect to the Modification; (vi) such Modifitons shall comply with Sections 8.2 and 10.1 simall not change the primary character of
the Property as office or commercial and/or redeara development space, in compliance with looairg ordinances and (vii) no
Improvements shall be demolished, except to thentxstuch demolition does not impair the valueijtytdr useful life of the Property. All
Modifications (other than those that may be readityjoved without impairing the value, utility omnaining useful life of the Property) shall
remain part of the realty and shall be subjechi® tease, and title thereto shall immediately westessor. So long as no Lease Event of
Default has occurred and is continuing, Lessee plage upon the Property any inventory, trade fixguimachinery, equipment or other
property belonging to Lessee or third parties aag ,emove the same at any time during the terrhisfliease; provided that such inventory,
trade fixtures, machinery, equipment or other priyp@r their respective operations, do not matigrienpair the value, utility or remaining
useful life of the Property.

(b) Lessee shall notify Lessor of the undertakihgry Modifications to the Property the cost of ahhis anticipated to exceed $500,000. F
to undertaking any such Modifications, Lessee dialiver to Lessor (i) a brief narrative of the wdo be done and a copy of the plans and
specifications relating to such work; and (ii) affi€@r's Certificate stating that such work whemgeted will not impair the value, utility or
remaining life of the Property. Lessor, by itsdlfits agents, shall have the right, but not thégalblon, from time tc



time upon reasonable notice to inspect such Maatifios to ensure that the same is completed censisith the plans and specifications.

(c) Lessee shall not without the consent of Lessalertake any Modifications to the Property if sibbdifications cannot, in the reasonable
judgement of Agent, be comjted on or prior to the date that is twelve monthisrfgo the Expiration Date that exceed $250,006dst.

SECTION 12. TITLE

12.1 Warranty of Title. (a) Lessee agrees thatepixas otherwise provided herein and subject téetms of Section 13 relating to permitted
contests, Lessee shall not directly or indirectbate or allow to remain, and shall promptly disgeaat its sole cost and expense, any Lien,
defect, attachment, levy, title retention agreenoerlaim upon the Property or any Modificationsaoy Lien, attachment, levy or claim with
respect to the Rent or with respect to any amdugits by the Agent pursuant to the Credit Agreemethigr than Permitted Liens. Lessee ¢
promptly notify Lessor in the event it receives Wihedge that a Lien (other than a Permitted Liengtexwith respect to the Property.

(b) Nothing contained in this Lease shall be caresiras constituting the consent or request of lteggpressed or implied, to or for the
performance by any contractor, mechanic, laboratenalman, supplier or vendor of any labor or gew or for the furnishing of any
materials for any construction, alteration, additicepair or demolition of or to the Property oy gart thereof. NOTICE IS HEREBY GIVE
THAT LESSOR IS NOT AND SHALL NOT BE LIABLE FOR ANYLABOR, SERVICES OR MATERIALS FURNISHED OR TO BE
FURNISHED TO LESSEE, OR TO ANYONE HOLDING THE PROREY OR ANY PART THEREOF THROUGH OR UNDER LESSE
AND THAT NO MECHANIC'S OR OTHER LIENS FOR ANY SUCHABOR, SERVICES OR MATERIALS SHALL ATTACH TO OR
AFFECT THE INTEREST OF LESSOR IN AND TO THE PROPERT

12.2 Grants and Releases of Easements. Providedahaase Event of Default shall have occurredt@ndontinuing and subject to the
provisions of Sections 8, 9, 10 and 11, Lessorlhecensents to the following actions by Lesse¢héname and stead of Lessor, but at
Lessee's sole cost and expense:

(a) the granting (prior to the Lien of the Mortgagé easements, licenses, rights-of-way and oflgbts and privileges in the nature of
easements reasonably necessary or desirable footis¢ruction, use, repair, renovation or mainterasf the Property as herein provided; (b)
the release (free and clear of the Lien of the aye) of existing easements or other rights imttare of easements which are for the be
of the Property; (c) the dedication or transfeiqipto the Lien of the Mortgage) of unimproved pamnts of the Property for road, highway or
other public purposes; (d) the execution of peiiito have the Property annexed to any municipglazation or utility district; and (e) the
execution of amendments to any covenants andetsts affecting the Property; provided, that icleaase Lessee shall have delivered to
Lessor an Officer's Certificate stating that: (itk grant, release, dedication or transfer doesmudir the value or utility or remaining useful
life of the Property, (ii) such grant, release,idation or transfer is necessary or desirabl



connection with the construction, use, maintenaalteration, renovation or improvement of the Propdiii) Lessee shall remain obligated
under this Lease and under any instrument exedyté@ssee consenting to the assignment of Lesstetest in this Lease as security for
indebtedness, in each such case in accordance¢hgititerms, as though such grant, release, déaficat transfer, had not been effected and
(iv) Lessee shall pay and perform any obligatiohisessor under such grant, release, dedicatioraasfer. Without limiting the effectiveness
of the foregoing, provided that no Lease Event efddlt shall have occurred and be continuing, Lieskall, upon the request of Lessee, and
at Lessee's sole cost and expense, execute amdrdmlly instruments necessary or appropriate tbrovany such grant, release, dedication
or transfer to any Person permitted under thisi@ect

SECTION 13. PERMITTED CONTESTS

13.1 Permitted Contests Other Than in Respect pbsitions. Except to the extent otherwise proviftedn Section 12.2 of the Participation
Agreement, Lessee, on its own or on Lessor's bbbkt Lessee's sole cost and expense, may cdoyesgbpropriate administrative or
judicial proceedings conducted in good faith anthwlue diligence, the amount, validity or applioatiin whole or in part, of any Leg
Requirement, or utility charges payable pursuargection 4.1 or any Lien, attachment, levy, enciambe or encroachment, and Lessor
agrees not to pay, settle or otherwise compronmigesach item, provided that (a) the commencemethicantinuation of such proceedings
shall suspend the collection thereof from, and sndphe enforcement thereof against the Propeessdr, the Agent, the Investor and the
Lenders; (b) there shall be no risk of the impositdf a Lien (other than a Permitted Lien) on thep@rty and no part of the Property nor any
Rent would be in any danger of being sold, forfisitest or deferred; (c) at no time during the pigted contest shall there be a risk of the
imposition of criminal liability or civil liabilityon Lessor, the Agent or any Lender for failuredonply therewith; and (d) in the event that, at
any time, there shall be a material risk of extagdhe application of such item beyond the eadfdhe Maturity Date and the Expiration D
for the Property, then Lessee shall deliver to beas Officer's Certificate certifying as to thettees set forth in clauses (a), (b) and (c) of
Section 13.1. Lessor, at Lessee's sole cost arghegpshall execute and deliver to Lessee sucbrizdtions and other documents as may
reasonably be required in connection with any sumtiest and, if reasonably requested by Lesseltjainaas a party therein at Lessee's sole
cost and expense.

SECTION 14. INSURANCE

14.1 Public Liability and Workers' Compensationurasice. During the Term, Lessee shall procure any cat Lessee's sole cost and
expense, commercial general liability insurancecfaims for injuries or death sustained by persmrmamage to property while on the
Property. Such insurance shall be on terms anthouats that are no less favorable than insurandetai@ed by owners of similar properti
that are in accordance with normal industry practiche policy shall be endorsed to name LessoiTithgt Company, the Investor, the Agent
and the Lenders as additional insureds. The psheyl also specifically provide that the policy ki@ considered primary insurance which
shall apply to any loss or claim befc



any contribution by any insurance which Lessor,thest Company, the Agent or the Lenders may haverce. Lessee shall, in the opera
of the Property, comply with the applicable workemmpensation laws and protect Lessor againstiaioiity under such laws.

14.2 Hazard and Other Insurance. (a) During thenTeessee shall keep the Property insured agaisstdr damage by fire and other risks on
terms and in amounts that are no less favorableitisurance maintained by owners of similar prapsrthat are in accordance with normal
industry practice, are in amounts equal to theaerplacement cost of the Improvements. Lessdelsdep the Property insured against loss
or damage by earthquake on terms and in amouritariaither (i) no less favorable than insuranaetained by owners of similar
properties, that are in accordance with normal strgupractice or (i) on terms acceptable to Agémno event, after the release or rerelea
the Cash Collateral pursuant to Section 8(b) of@hsh Collateral Agreement, shall insurance tercusable to Agent be less favorable than
insurance maintained by owners of similar propsrtikat are in accordance with normal industry figacSo long as no Lease Event of
Default exists, any loss payable under the ins@adicy required by this

Section will be paid to and adjusted solely by leessubject to Section 15.

(b) If at any time during the Term the area in vhhilce Property is located is designated a "floaahpt area pursuant to the Flood Disaster
Protection Act of 1973 or any amendments or supetemthereto, then Lessee shall comply with théoNat Flood Insurance Program as set
forth in the Flood Disaster Protection Act of 19@8,may be amended. In addition, Lessee will fedignply with the requirements of the
National Flood Insurance Act of 1968 and the FlBaghster Protection Act of 1973, as each may bendet:from time to time, and with a
other Legal Requirement, concerning flood insurandbe extent that it applies to the Property.

14.3 Coverage. (a) Lessee shall furnish Lessorgeaht with certificates showing the insurance reegiiunder Sections 14.1 and 14.2 to k
effect and naming Agent, the Lenders, the Lesker|nivestor, and the Trust Company as an additiosaled with respect to liability
insurance and showing the mortgagee endorsemariteddy Section 14.3(c). All such insurance shalbt the cost and expense of Lessee.
Such certificates shall include a provision in Whibe insurer agrees to provide thirty (30) dagisaace written notice by the insurer to
Lessor and the Agent in the event of cancellatiomaodification of such insurance that could be aslwé¢o the interests of Lessor, the Trust
Company, the Agent, the Lenders or the Investa.léase Event of Default has occurred and is woim@y and Lessor so requests, Lessee
shall deliver to Lessor copies of all insurancaqgie$ required by this Lease.

(b) Lessee agrees that the insurance policy ocipslrequired by this Lease shall include an aptpclause pursuant to which such policy
shall provide that it will not be invalidated shdulessee waive, in writing, prior to a loss, anylbrights of recovery against any party for
losses covered by such policy. Lessee hereby waiveand all such rights against Lessor, the Toashpany, the Investor, the Agent and
Lenders to the extent of payments made under solidigs.



(c) All insurance policies required by Section 1dhall include a "New York" or standard form moggea endorsement in favor of the Agent.

(d) Neither Lessor nor Lessee shall carry sepamatgance concurrent in kind or form or contribgtin the event of loss with any insurance
required under this Lease except that Lessor may saparate liability insurance so long as (i)da=ss insurance is designated as primary
and in no event excess or contributory to any asce Lessor may have in force which would apply toss covered under Lessee's policy
and (ii) each such insurance policy will not causssee's insurance required under this Lease $aliject to a coinsurance exception of any
kind.

(e) Lessee shall pay as they become due all presiionthe insurance required by this Lease, skaltw or replace each policy prior to the
expiration date thereof and shall promptly deliiceLessor and the Agent certificates for renewal @placement policies.

SECTION 15. CONDEMNATION AND CASUALTY

15.1 Casualty and Condemnation. (a) Subject t@tbeisions of this Section 15 and Section 16 (mékent Lessee delivers, or is obligate
deliver, a Termination Notice), and prior to theweence and continuation of a Lease Default, Leesball be entitled to receive (and Lessor
hereby irrevocably assigns to Lessee all of Lessight, title and interest in) any award, compénsaor insurance proceeds to which Lessee
or Lessor may become entitled by reason of thepeetive interests in the Property (i) if all gp@tion of the Property is damaged or
destroyed in whole or in part by a Casualty ori{ithe use, access, occupancy, easement righitteaio the Property or any part thereof is
subject of a Condemnation; provided, however litase Default shall have occurred and be continsiiiodp award, compensation or
insurance proceeds shall be paid directly to Lesgdf received by Lessee, shall be held in tfastLessor, and shall be paid over by Lessee
to Lessor, and provided further that in the evédratny Casualty or Condemnation, the estimated afoststoration of which is in excess of
$5,000,000, any such award, compensation or insarproceeds shall be paid directly to Lessor, cedéived by Lessee, shall be held in t
for Lessor and shall be paid over by Lessee todrdssbe held and applied by Lessor toward payrogtite cost of restoration in accordance
with Section 15.1(e), or, if applicable, in accarda with Section 16.

(b) Lessee may appear in any proceeding or adcliokedotiate, prosecute, adjust or appeal any daimny award, compensation or insura
payment on account of any such Casualty or Condgéomand shall pay all expenses thereof; providhed if the estimated cost of restoration
of the Property or the payment on account of silighdefect is in excess of $5,000,000 and no Leadevent of Default has occurred and is
continuing, then Lessor shall be entitled to pgéite in any such proceeding or action. At Lessegsonable request, and at Lessee's sole
cost and expense, Lessor and the Agent shall jpatiicin any such proceeding, action, negotiaimosecution or adjustment. Lessor and
Lessee agree that this Lease shall control thesrigh_essor and Lessee in and to any such awandpensation or insurance payme



(c) If Lessor or Lessee shall receive notice obaualty relating to any material portion of theg&nay or a possible Condemnation of the
Property or any interest therein, Lessor or Lesag¢he case may be, shall give notice theredfdmther and to the Agent promptly after the
receipt of such notice.

(d) In the event of a Casualty or receipt of nobgd_essee or Lessor of a Condemnation, Lessek shalater than thirty (30) days after such
occurrence, deliver to Lessor and the Agent anc&ff Certificate stating that either (i) (x) su@hsualty is not a Significant Casualty or (y)
such Condemnation is neither a Total Condemnatiorarsignificant Condemnation and that this Ledsdl semain in full force and effect
with respect to the Property and, at Lessee'scageand expense, Lessee shall promptly and diligezstore the Property in accordance v
the terms of Section 15.1(e) or (ii) this Leasdldkaminate with respect to the Property in acemake with Section 16.1.

(e) If pursuant to this Section 15.1, this Leasdlstontinue in full force and effect following aa€ualty or Condemnation with respect to the
Property, Lessee shall, at its sole cost and expememptly and diligently repair any damage toRheperty caused by such Casualty or
Condemnation in conformity with the requirementsSettions 10.1 and 11.1 using the as-built pladssaecifications for the Property (as
modified to give effect to any subsequent Modifimas, any Condemnation affecting the Property dhalpplicable Legal Requirements) so
as to restore the Property (i) substantially tosttime condition, operation, function and (ii) te #ame value as existed immediately prior to
such Casualty or Condemnation. In such event,tttthe Property shall remain with Lessor. Les$allamake disbursements from time to
time of any award, compensation or insurance paséeld by it to Lessee for application to the @fsestoration subject to the satisfaction
of the following conditions: (i) Lessor shall harexeived a fully executed counterpart of a Requisitequesting funds in an amount not
exceeding the cost of work completed or incurredssithe last disbursement, together with reasorsailgfactory evidence of the stage of
completion and of performance of the work in a ganod workman-like manner and in accordance witrauilt plans and specifications,
(i) at the time of any such disbursement, no Ldasfault shall have occurred and be continuing, mmdhechanic's or materialmen's liens
shall have been filed and remain undischarged,pithese discharged by the disbursement of theestqd funds or bonded, (iii) Lessor shall
be reasonably satisfied that sufficient funds awlable to complete such restoration and (ivetith the Property shall conform to the
representation set forth in Section 7.3(y) of thetiBipation Agreement. Provided no Lease Defshdlshave occurred and be continuing, any
award, compensation or insurance proceeds remadfiiagrestoration of the Project as herein prodisieall be paid to Lessee.

(f) In no event shall a Casualty or Condemnatiothwéspect to which this Lease remains in full oand effect under this Section 15.1 affect
Lessee's obligations to pay Rent pursuant to Sestib.

(9) Notwithstanding anything to the contrary settian Section 15.1(a) or Section 15.1(e), if dgrthe Term a Casualty occurs with respect
to the Property or Lessee receives notice of a @mmetion with respect to the Property, and follaysuch Casualty or Condemnation, (i)
Property cannot reasonably be restored on or béferdate which i



twelve months prior to the Maturity Date to substdly the same condition as existed immediatelpmtio such Casualty or Condemnation or
before such day the Property is not in fact soorestor (ii) the estimated cost of restoration bfch is greater than $15,000,000, then Lessee
shall exercise its Purchase Option with respetitedProperty on the next Payment Date or irrevgcagtee in writing to exercise the

Maturity Date Purchase Option with respect to thapErty, and in either such event such remainingu@itly or Condemnation proceeds shall

be paid to the Agent, which shall pay such fundsassee upon the closing of the purchase of thpdPip

(h) Notwithstanding anything to the contrary settian Section 15.1(a) or Section 15.1(e), if dgrthe Term either Lessor or Lessee receives
an amount greater than or equal to $15,000,000 fhenproceeds of any title insurance policy covgthre Property, then Lessee shall
exercise its Purchase Option with respect to thgétty on the next Payment Date, and such procdelkbe paid to the Agent, which shall
pay such funds to Lessee upon the closing of thehpise of the Property.

SECTION 16. LEASE TERMINATION

16.1 Termination upon Certain Events. (a) If Lesmocessee shall have received notice of a Totaldémnation, then Lessee shall be
obligated, within thirty (30) days after Lesseeeiges notice thereof, to deliver a written notisahe form described in Section 16.2(a) (a
"Termination Notice") of the termination of this &se.

(b) In the event Lessee or Lessor shall have redaimotice of a Condemnation, Casualty or Envirortaléfiolation, the Lessee shall be
required to deliver an Officer's Certificate stgtthe following: (i) if a Condemnation occurs, @ficer's Certificate shall state whether such
Condemnation is a Significant Condemnation; orif{i@ Casualty occurs, the Officer's Certificatalsbtate whether such Casualty is a
Significant Casualty; or (iii) if an Environmentdlolation occurs or is discovered, the Officer'st@ieate shall state whether, in the
reasonable, good-faith judgment of Lessee, thetoagimediate the same will exceed $5,000,000e$skee confirms the occurrence of a
Significant Condemnation, Significant Casualty nrEnvironmental Violation involving remediation ¢®$n excess of $5,000,000, then,
Lessee shall, simultaneously with the deliveryhef Officer's Certificate pursuant to the precedilagise (i), (i) or (iii), deliver a Termination
Notice.

16.2 Procedures. (a) A Termination Notice shalltaion (i) notice of termination of this Lease odate not more than thirty (30) days after
Lessor's receipt of such Termination Notice (therfilination Date"); (ii) a binding and irrevocablgr@eement of Lessee to pay the
Termination Value and purchase the Property on Siecination Date and (iii) the Officer's Certifteadescribed in Section 16.1(b).

(b) On the Termination Date, Lessee shall pay ssbethe Termination Value for the Property, pliilsmounts owing in respect of Rent for
the Property (including Supplemental Rent) the®hccruing and Lessor shall convey the Properbyessee (or Lessee's designee) all in
accordance with Section 19



SECTION 17. DEFAULT
17.1 Lease Events of Default. If any one or mortheffollowing events (each a "Lease Event of Difashall occur:

(a) Lessee shall fail to make payment of (i) angiB&ent within five (5) Business Days after thmeaas become due and payable or (ii)
Maximum Residual Guarantee Amount, Purchase Ojftitoe or Termination Value after the same has becdne and payable; or

(b) Lessee shall fail to make payment of any oSgmplemental Rent due and payable within five (@3iBess Days after receipt of notice
thereof; or

(c) Lessee shall fail to maintain insurance asirequy Section 14; or

(d) Lessee or the Guarantor shall fail to observygesform any term, covenant or condition of Lessethe Guarantor, respectively, under-
Lease, the Participation Agreement, the Guaranteayother Operative Agreement to which it is g#yéother than those set forth in Sect
17.1(a), (b) or (c) hereof) or any representatiowarranty by Lessee or the Guarantor, respectigaiforth in this Lease, the Guarantee ¢
any other Operative Agreement or in any documetdred into in connection herewith or therewithromhy document, certificate or financ
or other statement delivered in connection hereuwiittherewith shall be false or inaccurate in amtarial way (including those
representations and warranties set forth in Se@tidrof the Participation Agreement, which représtons and warranties are made only on
and as of the Closing Date); or

(e) Lessee, the Guarantor or a Material Subsidibafl (i) admit in writing its inability to pay itdebts generally as they become due, (ii) file a
petition under the United States bankruptcy lawaryr other applicable insolvency law or statutéhefUnited States of America or any State
or Commonwealth thereof, (iii) make a general assignt for the benefit of its creditors, (iv) constnthe appointment of a receiver of itself
or the whole or any substantial part of its propdt) fail to cause the discharge of any custodiarstee or receiver appointed for Lessee or
the Guarantor or the whole or a substantial paitsgiroperty within ninety (90) days after suctpaimtment, or (vi) file a petition or answer
seeking or consenting to reorganization under thiged States bankruptcy laws or any other apple@igolvency law or statute of the Unit
States of America or any State or Commonwealtretifeor

(f) insolvency proceedings or a petition underlthited States bankruptcy laws or any other appleaisolvency law or statute of the Unit
States of America or any State or Commonwealthettfeshall be filed against Lessee, the GuarantarMaterial Subsidiary and not
dismissed within ninety (90) days from the dat&®filing, or a court of competent jurisdictionadhenter an order or decree appointing,
without its



consent of, a receiver of Lessee or the Guaramttireowhole or a substantial part of its propeatyd such order or decree shall not be vacatec
or set aside within ninety (90) days from the dstthe entry thereof; or

(9) Lessee or the Guarantor or any Subsidiary simglage in any "prohibited transaction" (as defiimeSection 406 of ERISA or Section 4¢
of the Code) involving any Plan, (ii) any "accuntaethfunding deficiency” (as defined in Section 39ERISA), whether or not waived, shall
exist with respect to any Plan or any Lien in fagbthe PBGC or a Plan shall arise on the assdtsedfessee or any Subsidiary, (iii) a
Reportable Event shall occur with respect to, ocpedings shall commence to have a trustee apdoimta trustee shall be appointed, to
administer or to terminate, any Single EmployenPighich Reportable Event or commencement of pidioge or appointment of a trustee
in the reasonable opinion of the Required Lendikedy to result in the termination of such Plam faurposes of Title IV of ERISA, (iv) any
Single Employer Plan shall terminate for purpodeBitte IV of ERISA, (v) the Lessee or any Subsigiahall, or in the reasonable opinion of
the Required Lenders is likely to, incur any lithiin connection with a withdrawal from, or theslsivency or Reorganization of, a
Multiemployer Plan or (vi) any other event or cdiat shall occur or exist with respect to a Pland & each case in clauses (i) through (vi)
above, such event or condition, together with #ieo such events or conditions, if any, could reabty be expected to have a Material
Adverse Effect; or

(h) a Credit Agreement Event of Default pursuaréation 6.1(g),
(1), () or (I) of the Credit Agreement shall hasecurred and be continuing;

then, in any such event, Lessor may, in additiothiéoother rights and remedies provided for in 8gstion 17 and in Section 18.1, terminate
this Lease by giving Lessee ten (10) days noticauoh termination, and this Lease shall terminagesee shall, to the fullest extent permitted
by law, pay as Supplemental Rent all costs andresgeeincurred by or on behalf of Lessor, includags and expenses of counsel, as a resull
of any Lease Event of Default hereunder.

17.2 Final Payment. If an Event of Default shalldnaccurred and be continuing, Lessor shall hageight to recover, by demand to Lessee
and at Lessor's election, and Lessee shall pagdedr, as and for a final payment, but exclusih®findemnities payable under Section 12
of the Participation Agreement, and in lieu ofddimages beyond the date of such demand the suah thie( Termination Value, plus (b) all
other amounts owing in respect of Rent and Suppi¢gth&ent theretofore accruing under this Leaseviged, however, if an Event of
Default has occurred pursuant to Section 17.1(€f).osuch final payment shall be immediately dad payable without demand or notice.
Upon payment of the amount specified pursuanteditht sentence of this Section 17.2, Lessee bleadintitled to receive from Lessor, at
Lessee's request and cost, an assignment of Lsegghit, title and interest in the Property, infeaase in recordable form and otherwise in
conformity with local custom and free and cleattef Lien of this Lease and Lessor Liens. The Ptgmdrall be quitclaimed to Lessee (or
Lessee's designee) "AS I1S" and in their then ptgsgysical condition. If any statute or rule of lawall limit the amount of such final
payment to less than the amount agreed upon, Lekatirbe entitled to the maximum amount allowabider such statute or rule of law. It is
the intent of the



Lessor and the Lessee that the payment required teade pursuant to this

Section together with the payment of the MaximursiBeal Guarantee Amount shall be treated as agatinn on the part of the Lessee to
repay a loan obligation to the Lenders and the dreisssuch amounts; provided, that Lessee shalbaantitled to receive an assignment of
Lessor's interest in the Property unless Lessdershae paid in full the Termination Value of theoPerty.

17.3 Lease Remedies. Lessor and Lessee intenfbtl@mmercial law and bankruptcy law purposes tidase will be treated as a financing
arrangement, as set forth in Section 7. If, asaltef applicable state law, which cannot be wajubis Lease is deemed to be a lease of the
Property, rather than a financing arrangement Lasdor is unable to enforce the remedies set for@ection 17.2, the following remedies
shall be available to Lessor:

(a) Surrender of Possession. If a Lease Event tdulteshall have occurred and be continuing, andther or not this Lease shall have been
terminated pursuant to Section 17.1, Lessee sh@ih thirty (30) days written notice, surrendetéssor possession of the Property and
Lessee shall quit the same. Lessor may enter updnegpossess the Property by such means as alabdevait law or in equity, and may
remove Lessee and any and all personal propertyesgke's equipment and personalty and severalldidddions from the Property. Lest
shall have no liability by reason of any such entepossession or removal performed in accordairiteapplicable law.

(b) Reletting. If a Lease Event of Default shaW@accurred and be continuing, and whether orhistltease shall have been terminated
pursuant to

Section 17.1, Lessor may, but shall be under nigatibn to, relet all, or any portion, of the Pragefor the account of Lessee or otherwise,
for such term or terms (which may be greater @& tean the period which would otherwise have ctutstil the balance of the Term) and on
such conditions (which may include concessionse® fent) and for such purposes as Lessor mayndieterand Lessor may collect, receive
and retain the rents resulting from such relettiressor shall not be liable to Lessee for any faito relet the Property or for any failure to
collect any rent due upon such reletting.

(c) Damages. None of (i) the termination of thig&e pursuant to Section 17.1; (ii) the repossessitime Property; or (iii) except to the
extent required by applicable law, the failure ekkor to relet all, or any portion, of the Propetttg reletting of all or any portion thereof, nor
the failure of Lessor to collect or receive anytaésidue upon any such reletting shall relieve ées its liability and obligations hereunder,
all of which shall survive any such terminatiorpessession or reletting. If any Lease Event of Dlefhall have occurred and be continuing
and notwithstanding any termination of this Leagespant to Section 17.1, Lessee shall forthwithtpayessor all Basic Rent and other sums
due and payable hereunder to and including theafagech termination. Thereafter, on the days oitlwvthe Basic Rent or Supplemental
Rent, as applicable, are payable under this Leag®uld have been payable under this Lease if dingeshad not been terminated pursuant to
Section 17.1 and until the end of the Term or whatld have been the Term in the absence of sunfiriation, Lessee shall pay Lessor, as
current liquidated damages (it being agreed thabitld be impossible accurately to determine aalaahages) an amount equal to the Basic
Rent and Supplemental Rent that are payable uhigelcéase or would have been payable by Lesseerageif this Lease had n



been terminated pursuant to Section 17.1, lesaehproceeds, if any, which are actually received dssor with respect to the period in
question of any reletting of the Property or anytipa thereof; provided that Lessee's obligatiomigke payments of Basic Rent and
Supplemental Rent under this

Section 17.3 shall continue only so long as Leskatl not have received the amounts specified ati®@e17.2. In calculating the amount of
such net proceeds from reletting, there shall lfeicked all of Lessor's, the Agent's and any Lendeasonable expenses in connection
therewith, including repossession costs, brokecagemissions, fees and expenses for counsel ande@gsary repair or alteration costs and
expenses incurred in preparation for such reletfiiogthe extent Lessor receives any damages pursu#ris

Section 17.3, such amounts shall be regarded asrdgmpaid on account of Rent.

(d) Acceleration of Rent. If a Lease Event of Déifahall have occurred and be continuing, andltbese shall not have been terminated
pursuant to Section 17.1, and whether or not Lesisalt have collected any current liquidated daraggesuant to Section 17.3(c), Lessor
may upon written notice to Lessee accelerate glingats of Basic Rent due hereunder and, upon stegHesation, Lessee shall immediately
pay Lessor, as and for final liqguidated damagesimtidu of all current liquidated damages on act@f such Lease Event of Default beyond
the date of such acceleration (it being agreeditiaduld be impossible accurately to determineiakbtiamages) an amount equal to the sum
of (a) all Basic Rent (assuming interest at a pareannum equal to the Overdue Rate), as applicdbéefrom the date of such acceleration
until the end of the Term, plus (b) the Maximum i@eal Guarantee

Amount that would be payable under Section 21.4$suming the proceeds of the sale pursuant toSection 21.1(c) are equal to zero,
which sum is then discounted to present valuerateaequal to the rate then being paid on UniteteSttreasury securities with maturities
corresponding to the then remaining Term. Followpagment of such amount by Lessee, Lessee wilebmitted to stay in possession of the
Property for the remainder of the Term, subje¢htoterms and conditions of this Lease, includhmgdbligation to pay Supplemental Rent,
provided that no further Lease Event of Defaultlshecur and be continuing, following which Lesstrall have all the rights and remedies
forth in this Section 17 (but not including thos forth in this

Section 17.3). If any statute or rule of law stiatit the amount of such final liquidated damagesetss than the amount agreed upon, Lessor
shall be entitled to the maximum amount allowalsidar such statute or rule of law.

17.4 Waiver of Certain Rights. If this Lease shalterminated pursuant to Section 17.1, Lesseeasaiu the fullest extent permitted by law,
(a) any notice of re-entry or the institution ofj# proceedings to obtain re- entry or posses$mrany right of redemption, re-entry or
repossession; (c) the benefit of any laws now oedfter in force exempting property from liabilfgr rent or for debt; and (d) any other rig
which might otherwise limit or modify any of Lessorights or remedies under this Section 17.

17.5 Assignment of Rights Under Contracts. If adeeRvent of Default shall have occurred and beicoiniy, and whether or not this Lease

shall have been terminated pursuant to Section Léskee shall upon Lessor's demand immediatelyragsansfer and set over to Lessor all
of Lessee's right, title and interest in and tcheagreement executed by Lessee in connection hgtiednstruction, renovation, development,
use or operation of the Property (including alhtigitle and interest of Lessee with respect tovatranty, performance, servi



and indemnity provisions), as and to the extertttthe same relate to the construction renovatiod,aperation of the Property.

17.6 Remedies Cumulative. Lessor shall be entidezhforce payment of the indebtedness and perfacenaf the obligations secured hereby
and to exercise all rights and powers under thlagument or under any of the other Operative Ages@sor other agreement or any laws |
or hereafter in force, notwithstanding some ooéthe obligation secured hereby may now or heeedi¢ otherwise secured, whether by
mortgage, security agreement, pledge, lien, assighor otherwise. Neither the acceptance of tligument nor its enforcement, shall
prejudice or in any manner affect Lessor's righeize upon or enforce any other security noweseafter held by Lessor, it being agreed
that Lessor shall be entitled to enforce this imstent and any other security now or hereafter hgldessor in such order and manner as
Lessor may determine in its absolute discretionrénedy herein conferred upon or reserved to Lassotended to be exclusive of any ol
remedy herein or by law provided or permitted, éath shall be cumulative and shall be in additioevery other remedy given hereunder or
now or hereafter existing at law or in equity ordtgtute. Every power or remedy given by any of@iperative Agreements to Lessor or to
which it may otherwise be entitled may be exercisedcurrently or independently, from time to tiara as often as may be deemed
expedient by Lessor. In no event shall Lessohénexercise of the remedies provided in this ims&nt, be deemed a "mortgagee in
possession," and Lessor shall not in any way beertiable for any act, either of commission or onwigsin connection with the exercise of
such remedies.

SECTION 18. LESSOR'S RIGHT TO CURE

18.1 Lessor's Right to Cure Lessee's Lease Defaugltsor, without waiving or releasing any obligator Lease Event of Default, may (but
shall be under no obligation to) remedy any LeasenEof Default for the account and at the sold¢ aasl expense of Lessee, including the
failure by Lessee to maintain any insurance redquineSection 14, and may, to the fullest extentiged by law, and notwithstanding any
right of quiet enjoyment in favor of Lessee, entpon the Property for such purpose and take al agtion thereon as may be necessary or
appropriate therefor. No such entry shall be deeameelviction of Lessee. All reasonable out-of-podasts and expenses so incurred
(including the fees and expenses of counsel), hegeatith interest thereon at the Overdue Rate fileerdate on which such sums or expenses
are paid by Lessor, shall be paid by Lessee todressdemand as Supplemental Rent.

SECTION 19. LEASE TERMINATION

19.1 Provisions Relating to Lessee's TerminatiothisfLease or

Exercise of Purchase Option. In connection withtéreination of this Lease pursuant to the termSagftion 16.2, or in connection with
Lessee's exercise of its Purchase Option or Mgtlidtte Purchase Option, upon the date on whichLiése is to terminate or upon the
Expiration Date, and upon tender by Lessee of theuats set forth in Section 16.2(b), 20.1 or 282applicable




(a) Lessor shall execute and deliver to Lesseto(bessee's designee) at Lessee's cost and exgreassignment of Lessor's entire interest in
the Property, in each case in recordable form dinelravise in conformity with local custom and freedalear of the Lien of the Mortgage and
any Lessor Liens; and

(b) The Property shall be conveyed to Lessee "A%ifd in then present physical condition.
SECTION 20. PURCHASE OPTION

20.1 Purchase Option. Provided that no Lease Disfalllease Event of Default shall have occurredlamdontinuing, Lessee shall have the
option

(exercisable by giving Lessor irrevocable writtertice (the "Purchase Notice") of Lessee's electidrich election shall be irrevocable, to
exercise such option not less than ten (10) dags fur the date of purchase pursuant to such optmpurchase the Property on the date
specified in such Purchase Notice, which date mcstir prior to the date which is twelve months ptiothe Maturity Date, at a price equa
the Termination Value (the "Purchase Option Pri¢@hich the parties do not intend to be a "bargaunthase price) of the Property. If
Lessee exercises its option to purchase the Pyopersuant to this Section 20.1 (the "Purchaseddp}j Lessor shall quitclaim to Lessee or
Lessee's designee all of Lessor's right, titleiatetest in and to the Property as of the dateiipedn the Purchase Notice upon receipt of the
Purchase Option Price and all Rent and other amdbeh due and payable under this Lease and aay Ofherative Agreement, in
accordance with Section 19.1.

20.2 Maturity Date Purchase Option. Not less theglvte months prior to the Maturity Date, if Lessk®es not give Lessor and Agent written
notice to the contrary, Lessee shall be deemedwe biven Lessor and Agent irrevocable notice ‘(fhaturity Date Election Notice") that
Lessee is electing to exercise the Maturity DateRase Option. If Lessee gives notice that it mdlt exercise the Maturity Date Election
Notice on or before the date twelve months prightoMaturity Date, then Lessee shall be obligébe@market the Property pursuan
Section 21. If Lessee has elected to exercise ey Date Purchase Option, then on the MatWDitye Lessee shall pay to Lessor an
amount equal to the Termination Value for all tled@rty (which the parties do not intend to be arglin" purchase price) and, upon receipt
of such amount plus all Rent and other amounts doenand payable under this Lease and any othela@meAgreement, Lessor shall
transfer to Lessee or Lessee's designee all obtesight, title and interest in and to the Propér accordance with Section 19.1.

SECTION 21. SALE OF PROPERTY

21.1 Sale Procedure. (a) Unless Lessee shall heste@ to purchase the Property and has paid trehBse Option Price with respect thereto,
or otherwise terminated this Lease with respeattioeand paid the Termination Value with respeetéto, Lessee sh



(i) pay to Lessor the Maximum Residual Guaranteeomt as provided for in
Section 21.1(c), and (ii) sell the Property to onenore third parties for cash in accordance wéht®n 21.1(b).

(b) During the Marketing Period, Lessee, as nonesteé broker for Lessor, shall use its best efftrtsbtain bids for the cash purchase of the
Property being sold for the highest price availablthe relevant market, shall notify Lessor prolypf the name and address of each
prospective purchaser and the cash price which padpective purchaser shall have offered to paghi® Property and shall provide Lessor
with such additional information about the bids éimel bid solicitation procedure as Lessor may rsgirem time to time. In connection with
any such sale of the Property, the Lessee willigmto the prospective purchaser all customargsslindemnities, representations and
warranties regarding title, absence of Liens (ekBepmitted Liens and Lessor Liens) and the comditif the Property, as well as such other
terms and conditions as may be negotiated betwexehdssee and the prospective purchaser. Lesskbalmobtained, at its cost and
expense, all required governmental and regulatomgents and approvals and shall have made aljdilés required by applicable law in or
to carry out and complete the transfer of the PitgpAs to Lessor, any such sale shall be madendiasis, with all faults” basis without
representation or warranty by the Lessor other tharabsence of Lessor Liens. Lessor may rejecaadyall bids and may assume sole
responsibility for obtaining bids by giving Lessggtten notice to that effect; provided, howevéiattnotwithstanding the foregoing, Lessor
may not reject a bid if such bid, together with amyounts to be paid pursuant to Section 21.3 gatgr than or equal to the sum of the
Limited Deficiency Amount and all costs and expensderred to in Section 21.2(i) and is a bona fitfer by a third party purchaser who is
not an Affiliate of Lessee. If the price which agpective purchaser shall have offered to paytfeRroperty is less than the sum of the
Limited Deficiency Amount and all costs and expensderred to in Section 21.2(i), Lessor may efecttain the Property by giving Lessee
at least two Business Days' prior written noticke$sor's election to retain the Property, and upeript of such notice, Lessee shall
surrender the Property to Lessor pursuant to Sectio

10.1(c). Unless Lessor shall have elected to retesrProperty pursuant to the preceding senteresssdr shall sell the Property free of any
Lessor Liens attributable to it, without recoursevarranty, for cash to the purchaser or purchddersified by Lessee or Lessor, as the case
may be. Lessee shall surrender the Property sas@ach purchaser in the condition specified in

Section 10.1.

(c) On the earlier of (i) the date on which thegendy is sold pursuant to Section 21.1(b), andif#&) Maturity Date, Lessee shall pay to Le¢
the Maximum Residual Guarantee Amount.

21.2 Application of Proceeds of Sale. Lessor siyglly the proceeds of sale of the Property in ¢tlewing order of priority:

(i) FIRST, to pay or to reimburse Lessor for thgrpant of all reasonable costs and expenses inchyrégssor in connection with the sale;
and

(i) SECOND, the balance shall be paid to the Adertie applied pursuant to the provisions of thed@rAgreement



21.3 Indemnity for Excessive Wear. If the proceefthe sale described in Section 21.1(b), lesexgkenses incurred by Lessor in connection
with such sale, shall be less than the Limited &eficy Amount at the time of such sale and if @khave been determined (pursuant to the
Appraisal Procedure) that the Fair Market Salesi¥ahall have been impaired by greater than expp@at@r and tear during the Term,
Lessee shall pay to Lessor within ten (10) dayer aftceipt of Lessor's written statement (i) theant of such excess wear and tear
determined by the Appraisal Procedure or (ii) tant of the Net Sale Proceeds Shortfall, whichewmeount is less.

21.4 Appraisal Procedure. For determining the Mairket Sales Value of the Property or any other@mavhich may, pursuant to any
provision of any Operative Agreement, be determimgdn appraisal procedure, Lessor and Lesseeus®the following procedure (the
"Appraisal Procedure"). Lessor and Lessee shakaval in good faith to reach a mutual agreemetd asach amount for a period of ten (10)
days from commencement of the Appraisal Proceduma if they cannot agree within ten (10) days, ttremqualified appraisers, one chosen
by Lessee and one chosen by Lessor, shall mutagiige thereupon, but if either party shall faithmose an appraiser within twenty

(20) days after notice from the other party ofskéection of its appraiser, then the appraisalumh @ppointed appraiser shall be binding on
Lessee and Lessor. If the two appraisers cannetagithin twenty (20) days after both shall haverbappointed, then a third appraiser shall
be selected by the two appraisers or, failing agese as to such third appraiser within thirty (8@ys after both shall have been appointet
the American Arbitration Association. The decisiafighe three appraisers shall be given within twen

(20) days of the appointment of the third apprasset the decision of the appraiser most differearhfthe average of the other two shall be
discarded and such average shall be binding orotessl Lessee; provided that if the highest apafaisd the lowest appraisal are equidis
from the third appraisal, the third appraisal shallbinding on Lessor and Lessee. The fees andsep®f all of the appraisers shall be paid
by the Lessee.

21.5 Certain Obligations Continue. During the Mairkg Period, the obligation of Lessee to pay Reith wespect to the Property (including
the installment of Basic Rent due on the Maturisté&) shall continue undiminished until paymentuith o Lessor of the sale proceeds, the
Maximum Residual Guarantee Amount, if any, the amolwe under Section 21.3, if any, and all otheoambs due to Lessor with respect to
the Property. Lessor shall have the right, butldfe@lnder no duty, to solicit bids, to inquiredrihe efforts of Lessee to obtain bids or
otherwise to take action in connection with anytssiale, other than as expressly provided in thiti@e21.

SECTION 22. HOLDING OVER

22.1 Holding Over. If Lessee shall for any reasemain in possession of the Property after the akipin or earlier termination of this Lease
(unless the Property is conveyed to Lessee), sosbgssion shall be as a tenancy at sufferancegdutiith time Lessee shall continue to pay
Supplemental Rent that would be payable by Lessemuhder were the Lease then in full force andcefféth respect to the Property and
Lessee shall continue to pay Basic Rent at an dmaigaequal to the rate payable hereunder immeglipteceding such expiratic



or earlier termination; provided, however, thanfrand after the sixtieth

(60th) day Lessee shall remain in possession dPtbperty after such expiration or earlier ternmioatLessee shall pay Basic Rent at an
annual rate equal to two hundred percent (200%)@Basic Rent payable hereunder immediately piegeslich expiration or earlier
termination. Such Basic Rent shall be payable fiiome to time upon demand by Lessor. During anyqakdf tenancy at sufferance, Lessee
shall, subject to the second preceding sentencehligated to perform and observe all of the tertosenants and conditions of this Lease,
but shall have no rights hereunder other thanitid, rto the extent given by law to tenants ateuafifice, to continue its occupancy and use of
the Property. Nothing contained in this SectiorsBall constitute the consent, express or impliédessor to the holding over of Lessee after
the expiration or earlier termination of this Leaseto the Property and nothing contained hereifi bk read or construed as preventing
Lessor from maintaining a suit for possession efRinoperty or exercising any other remedy availableessor at law or in equity.

SECTION 23. RISK OF LOSS

23.1 Risk of Loss. The risk of loss of or decreasthe enjoyment and beneficial use of the Propasta result of the damage or destruction
thereof by fire, the elements, casualties, thefiss, wars or otherwise is assumed by Lesseel.assor shall in no event be answerable or
accountable therefor.

SECTION 24. SUBLETTING AND ASSIGNMENT

24.1 Subletting. (a) The Lessee may not assigrL#ase hereunder in whole or in part. The Lesgaa fime to time, may sublease the
Property or any portion thereof to any Person atténel, modify or renew any sublease without theraygd of Lessor, the Agent or the
Lenders; provided, however, that (i) no subleasatloer relinquishment of possession of all or aostipn of the Property shall in any way
discharge or diminish any of the Lessee's obligatio the Lessor hereunder, and the Lessee shadinairectly and primarily liable under
this Lease as to the Property, or portion thergmfublet and (ii) each sublease to an AffiliatéhefLessee shall be made subject and
subordinate to this Lease and the rights of thesdekereunder.

(b) Lessor hereby agrees, that, in the event oé#hly termination of this Lease from any causetadwver, and while any sublease is in full
force and effect, such termination of this LeasaIsiot act as a merger or other termination ohssublease, and Lessee's interest as sub

in such sublease shall be deemed automaticallgraesj transferred, and conveyed to Lessor; anh &od after such termination, Lessor
shall be bound by the provisions of the sublease th full force and effect on the part of the lesssas sublessor; and that the sublessee sha
be deemed thereupon and without further act to h&teened to Lessor. It is the intention heregbtovide that the termination of this Lease
while such sublease is in full force and effectlishat, in any way, by reason thereof, terminatehssublease or affect the rights of such
sublessee. The foregoing is subject to the righiestee (or Lessor, if the Lease has terminateytoinate any sublease which is in default
(notice thereof, if any required, having been giaed the time for curing such default having exgirend any other rights ai



remedies reserved to Lessee in such subleaséglthef Lessor to terminate any sublease madeiffj) &n Affiliate of Lessee, (ii) on terms
less than fair market value for similar propertiethe San Jose, California metropolitan areaairtheption of such sublease or (jii) having
area of 7,500 square feet or less, and any otfjetsrand remedies afforded to a lessor of realgstp@gainst a defaulting lessee.

24.2 Subleases. Promptly following the executioth @elivery of any sublease permitted by this Sec#ié, Lessee shall deliver a copy of s
executed sublease to Lessor and the Agent.

24.3 Assignment of Rents. As long as a Lease Eafebefault does not occur, Lessee shall collectraedive all rents from any sublessees.
SECTION 25. ESTOPPEL CERTIFICATES

25.1 Estoppel Certificates. At any time and frometito time upon not less than twenty (20) daysrpequest by Lessor or Lessee (the
"Requesting Party"), the other shall furnish to Rexjuesting Party an Officer's Certificate certifythat this Lease is in full force and effect
(or that this Lease is in full force and effecthaadified and setting forth the modifications); thetes to which the Basic Rent or Renewal |
and Supplemental Rent have been paid; to the bestlkdge of the signer of such certificate, whetiremot the Lessor is in default under i
of its obligations hereunder (and, if so, the natirsuch alleged default); and such other matteder this Lease as the Requesting Party
reasonably request. Any such certificate furnigh@cuant to this Section 25 may be relied uporhkyRequesting Party, and any existing or
prospective mortgagee, purchaser or lender, anéeeguntant or auditor, of, from or to the RequmesBarty (or any Affiliate or assignee
thereof).

SECTION 26. NO WAIVER

26.1 No Waiver. No failure by Lessor or Lesseentist upon the strict performance of any term Heveto exercise any right, power or
remedy upon a default hereunder, and no acceptdria# or partial payment of Rent during the cantance of any such default, shall
constitute a waiver of any such default or of anghsterm. To the fullest extent permitted by law waiver of any default shall affect or alter
this Lease, and this Lease shall continue in Grité and effect with respect to any other thentiegor subsequent defau



SECTION 27. ACCEPTANCE OF SURRENDER

27.1 Acceptance of Surrender. Except as otherwigeessly provided in this Lease, no surrender teshe of this Lease or of all or any
portion of the Property or of any interest thergall be valid or effective unless agreed to arpied in writing by Lessor and, prior to the
payment or performance of all obligations underGhnedit Documents, the Agent, and no act by Lesstine Agent or any representative or
agent of Lessor or the Agent, other than a writeceptance, shall constitute an acceptance ofiarhyssirrender.

SECTION 28. NO MERGER OF TITLE

28.1 No Merger of Title. There shall be no merdethis Lease or of the leasehold estate createsblgdsy reason of the fact that the same
Person may acquire, own or hold, directly or inclisg in whole or in part,

(a) this Lease or the leasehold estate createthhereany interest in this Lease or such leasebsidte, (b) the fee estate in the Property,
except as may expressly be stated in a writtenuimsnt duly executed and delivered by the apprtg®Ra&rson, or (c) a beneficial interest in
Lessor.

SECTION 29. NOTICES

29.1 Notices. All notices, requests and demands tgpon the respective parties hereto to be effesthall be given pursuant to the provisi
of Section 13.3 of the Participation Agreement.

SECTION 30. MISCELLANEOUS

30.1 Miscellaneous. Anything contained in this leetisthe contrary notwithstanding, all claims agaand liabilities of Lessee or Lessor
arising from events commencing prior to the exjprabr earlier termination of this Lease shall $ugwsuch expiration or earlier termination.

If any term or provision of this Lease or any apgiion thereof shall be declared invalid or unecdable, the remainder of this Lease and any
other application of such term or provision shall be affected thereby. If any right or option @&ssee provided in this Lease, including any
right or option described in Sections 15, 16, 22hrwould, in the absence of the limitation impmbbg this sentence, be invalid or
unenforceable as being in violation of the ruleiagfgperpetuities or any other rule of law relattoghe vesting of an interest in or the
suspension of the power of alienation of propettgn such right or option shall be exercisable ahising the period which shall end twenty-
one (21) years after the date of death of theslastivor of the descendants of Franklin D. Roogeteé former President of the United Sta
Henry Ford, the deceased automobile manufactundrJahn D. Rockefeller, the founder of the Standitd€Company, known to be alive on
the date of the execution and delivery of this lee



30.2 Amendments and Modifications. Neither thisdeeaor any provision hereof may be amended, wailisdharged or terminated except
by an instrument in writing signed by Lessor andde=.

30.3 Successors and Assigns. All the terms andgioms of this Lease shall inure to the benefithef parties hereto and their respective
successors and permitted assigns.

30.4 Headings and Table of Contents. The headimgsable of contents in this Lease are for convergeof reference only and shall not limit
or otherwise affect the meaning hereof.

30.5 Counterparts. This Lease may be executedyimamber of counterparts, each of which shall bergginal, but all of which shall
together constitute one and the same instrument.

30.6 GOVERNING LAW. THIS LEASE HAS BEEN DELIVEREDN, AND SHALL IN ALL RESPECTS BE GOVERNED BY, AND
CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE STATGF NEW YORK APPLICABLE TO AGREEMENTS MADE ANI
TO BE PERFORMED ENTIRELY WITHIN SUCH STATE, EXCEPAS TO MATTERS RELATING TO THE CREATION,
PERFECTION AND ENFORCEMENT OF LIENS AND SECURITY TERESTS AND THE EXERCISE OF REMEDIES WITH
RESPECT THERETO, WHICH SHALL BE GOVERNED BY, AND G TRUED IN ACCORDANCE WITH, THE LAWS OF THE
STATE IN WHICH THE PROPERTY IS LOCATED.

30.7 Limitations on Recourse. Except as expresgljosth in the Operative Agreements, Lessee adeelmk solely to Lessor's estate and
interest in the Property, the proceeds of saleetifeany insurance proceeds or any other awardythérd party proceeds received by Lessor
in connection with the Property for the collectmimany judgment requiring the payment of money kgdor in the event of liability by Less
and no other property or assets of Lessor, thet Tdasipany member, partner or other owner of amméstedirect or indirect, in Lessor, or &
director, officer, shareholder, employee, beneficiaffiliate of any of the foregoing shall be sebj to levy, execution or other enforcement
procedure for the satisfaction of Lessee's remadidsr or with respect to this Lease, the relatignef Lessor and Lessee hereunder or
Lessee's use of the Property or any other liahilityessor to Lessee; provided that nothing in 8gstion shall be construed to impair or limit
the rights of Lessee against the Investor undeOerative Agreements. Nothing in this Section Idbalinterpreted so as to limit the terms of
Section 6.1 or 6.2.

30.8 Memorandum of Lease. This Lease shall noeberded, but Lessor and Lessee shall execute dindrde memorandum of this Lease (a
"Memorandum of Lease") substantially in the forneshibit A and otherwise in form suitable for redimg under the laws of the State of
California, which memorandum shall be recordedesdee'’s sole cost and expe!



30.9 Priority. On and prior to the Maturity DathetMortgage shall be subject and subordinate solibase and following the Maturity Date,
the Mortgage, at the sole election of the Agerdlldie senior to this Lease without any furthertacany Persor



IN WITNESS WHEREOF, the parties have caused thaskde duly executed and delivered as of the ttatebove written.
eBAY INC.

By:

Name:
Title:

eBAY REALTY TRUST

By: WILMINGTON TRUST COMPANY, not
individually but solely as Trustee

By:

Name:
Title:

Receipt of this original counterpart of the foragplLease is hereby acknowledged on this 1st d&jao€h, 2000.

THE CHASE MANHATTAN BANK, as the
Agent for the Lenders

By:

Name:

Title:



EXHIBIT 10.26

EXHIBIT D
TO PARTICIPATION AGREEMENT

CASH COLLATERAL AGREEMENT

CASH COLLATERAL AGREEMENT dated as of March 1, 2Q@0ade by eBAY INC., a Delaware corporation (thietigor") in favor of
the Chase Manhattan Bank ("Chase"), as Agent ¢h sapacity, the "Agent") and as Securities Intefiang (in such capacity, the "Securities
Intermediary"), for thdBeneficiaries (as hereinafter defined).

Preliminary Statement

Pledgor wishes to induce (i) the Lenders to emtter the Credit Agreement and the other Operativee@ignents to which they are party and
Scotiabanc Inc. (the "Investor") to enter into Braaticipation Agreement (as hereinafter defined) e other Operative Agreements to which
it is party.

WHEREAS, in order to induce (i) the Lessor to eftén the Lease and the other Operative Agreententdich it is a party; (ii) the Lenders
to enter into the Credit Agreement and the othezr@jive Agreements to which they are party; anjtfie Investor to enter into the
Participation Agreement and the other Operativee®grents to which it is a party, the Pledgor agfeeshe benefit of the Lessor, the Agent,
for the ratable benefit of the Lenders, and theestor and their respective successors and assngigiqually a "Beneficiary"”, collectively,

the "Beneficiaries") to enter into the Guaranteg additionally agrees as follows:

1. Defined Terms. (a) Capitalized terms not otheewdefined herein shall have the meanings set éorthnnex A to the Participation
Agreement dated as of the date hereof among theekesBay Realty Trust (the "Lessor"), the Invedter Agent, and the Lenders.

(b) As used herein, the following terms shall hthefollowing meanings:

"Agreement": this Cash Collateral Agreement, assiae may be amended, modified or otherwise sumgpiesd from time to time.

"Cash Collateral": the collective reference to:

(1) all cash, instruments, securities, other finaressets and funds deposited from time to timéeénCash Collateral Account, including,
without limitation, all cash or other money proceed any collateral subject to a security intefesthe benefit of the Agent under any
Security Document;

(2) all investments of funds in the Cash Collatéy@tount and all instruments, securities and ofimancial assets evidencing such
investments; an



(3) all interest, dividends, cash, instrumentsusées and other financial assets and other pitgpeceived in respect of, or as proceeds of, or
in substitution or exchange for, any of the foregeiand

(4) any security entitlement to any of the foregpin

"Cash Collateral Account": account no. 323143598 3®D1159477 established at the office of the Ssitntermediary at 270 Park
Avenue, New York, New York 10017, 37th Floor, Atiem: Edmond DeForest, for the Agent as entitlentaider thereto designated "eBay
Cash Collateral Account of the Chase Manhattan Benkgent for certain Lenders and Investor purstatitat certain Cash Collateral
Agreement dated March 1, 2000 between eBay Inctl@@€hase Manhattan Bank."

"Collateral": the collective reference to the C&dilateral and the Casbollateral Account.

"Permitted Investments" means:

(1) investments in certificates of deposit and toleeosits maturing within 5 years from the datacfuisition thereof issued or guaranteed by
or placed with, and money market deposit accowsiseid or offered by, the domestic office of the itger

(2) direct obligations of, or obligations the piipal of and interest on which are unconditionallyaganteed by, the United States (or by any
agency thereof to the extent such obligations aokéxd by the full faith and credit of the Unite@t®s) and marked to market on a daily basis,
in each case maturing within one year.

"Secured Obligations": the collective referencéhi® Guaranteed Obligations and all obligationslaidlities of the Pledgor which may arise
under or in connection with this Agreement or atheo Operative Agreement to which the Pledgorpsidy, whether on account of
reimbursement obligations, fees, indemnities, ¢@sgsenses or otherwise (including, without limdat all fees and disbursements of counsel
to the Agent or to the Beneficiaries that are regflito be paid by the Pledgor pursuant to the terfitisis Agreement or any other Operative
Agreement to which the Pledgor is a party).

(c) The words "hereof," "herein" and "hereunderd arords of similar import when used in this Agreainghall refer to this Agreement as a
whole and not to any particular provision of thigr&ement, and section and paragraph referencés #nis Agreement unless otherwise
specified.

(d) The meanings given to terms defined hereinl slea¢qually applicable to both the singular andgdlforms of such terms.

2. Grant of Security Interest. As collateral seguior the prompt and complete payment and perfogeavhen due (whether at the stated
maturity, by acceleration «



otherwise) of the Secured Obligations, the Pledigoeby grants to the Agent, for the ratable bewéfihe Beneficiaries, a security interest in
the Collateral.

3. Maintenance of Cash Collateral Account. (a) Tlash Collateral Account shall be maintained uhgl $ecured Obligations have been paid
and performed in full or the Guarantee has beeraseld in accordance with its terms.

(b) The Collateral shall be subject to the exclesieminion and control of the Agent, which shalldhine Cash Collateral and administer the
Cash Collateral Account subject to the terms amdlitions of this Agreement. The Pledgor shall haeeight of withdrawal from the Cash
Collateral Account nor any other right or powerhwigspect to the Collateral, except as expresslyiged herein.

(c) The Cash Collateral Account shall be a "semsrihiccount” as such term is defined in SectioOB&) of the UCC. The Securities
Intermediary shall treat the Agent as entitledxereise the rights that comprise any financial ssadited to the Cash Collateral Account.
securities or other property underlying any finaheissets credited to the Cash Collateral Acccheit be registered in the name of the
Securities Intermediary, indorsed to the Securitiésrmediary or in blank or credited to anothens#ies account maintained in the name of
the Securities Intermediary and in no case will ingncial asset credited to the Cash Collateralolnt be registered in the name of the
Pledgor, payable to the order of the Pledgor ocigflg indorsed to the Pledgor except to the exteatforegoing have been specially indor
to the Securities Intermediary or in blank.

(d) The Securities Intermediary hereby agreesedhal item of property (whether investment propdiyncial asset, security, instrument or
cash) credited to the Securities Account shaltbateéd as a "financial asset" within the meanin§extion 8-102(a)(9) of the UCC.

4. Deposit of Funds. Simultaneously with the exiecuand delivery of this Agreement, the Pledgodisteposit in the Cash Collateral
Account immediately available funds in the amounta to $126,390,000, or more if required purstiar8ection 7(a) of this Agreement.
Pledgor shall redeposit such amount or any oth@uatrequal to $126,390,000, or more if requiredspant to Section 7(a) of this
Agreement, in the Cash Collateral Account withire @usiness Day if Pledgor obtained a release o€twh Collateral pursuant to Section 8
(b) and fails to maintain an investment grade gaégual to or exceeding BBB- from S&P or Baa3 frigimody's.

5. Representations and Warranties. The Pledgoesepts and warrants to the Agent that:

(a) The Pledgor has the corporate power and atghaord the legal right to execute and deliver,édigrm its obligations under, and to grant
the security interest in the Collateral pursuanths Agreement and has taken all necessary catgpaction to authorize its execution,
delivery and performance of, and grant of the dgcimterest in the Collateral pursuant to, thisrégment



(b) This Agreement constitutes a legal, valid amdling obligation of the Pledgor enforceable in@dance with its terms and creates in fe
of the Agent a perfected, first priority securitydrest in the Collateral, enforceable in accordamith its terms, except in each case as
affected by bankruptcy, insolvency, fraudulent agyance, reorganization, moratorium and other sitalas relating to or affecting credito
rights generally, general equitable principles (thke considered in a proceeding in equity or af) lamd an implied covenant of good faith
and fair dealing.

(c) The execution, delivery and performance of Agseement will not violate any provision of anyd@érement of Law or Contractual
Obligation of the Pledgor and will not result iretbreation or imposition of any Lien on any of greperties or revenues of the Pledgor
pursuant to any Requirement of Law or Contractualldgation of the Pledgor, except as contemplatedihe

(d) No consent or authorization of, filing with, ather act by or in respect of, any arbitrator ev&nmental Authority and no consent of any
other Person (including, without limitation, anpatholder or creditor of the Pledgor), is requiredonnection with the execution, delivery,
performance, validity or enforceability of this Aggment.

(e) No litigation, investigation or proceeding oflmefore any arbitrator or Governmental Authorgypending or, to the knowledge of the
Pledgor, threatened by or against the Pledgor @nagany of its properties or revenues with resfrethis Agreement or any of the
transactions contemplated hereby.

6. Covenants. The Pledgor covenants and agreesheithgent that:

(a) The Pledgor will not sell, assign, transfeicheange, or otherwise dispose of, or grant any optith respect to, the Collateral, or create,
incur or permit to exist any Lien or option in fanaf, or any claim of any Person with respect to; af the Collateral, or any interest therein,
except for the security interest created by thise&gent.

(b) The Pledgor will maintain the security interegated by this Agreement as a first, perfectedrity interest and defend the right, title and
interest of the Agent and the Beneficiaries in tmthe Collateral against the claims and demanadl &fersons whomsoever. At any time and
from time to time, upon the written request of Agent, and at the sole expense of the PledgoRlgmgor will promptly and duly execute
and deliver such further instruments and documamdistake such further actions as the Agent rea$pnady request for the purposes of
obtaining or preserving the full benefits of thigr@ement and of the rights and powers herein gilaimteluding, without limitation, of
financing statements under the UCC.

7. Investment of Cash Collateral. (a) Subject ®gtovisions of paragraph, collected funds on diegothe Cash Collateral Account shall be
invested by the Securities Intermediary from timéirne in Permitted Investments; provided, howetteat so long as no Default shall have
occurred and be continuing, the Securities Intefargahall make such investments at the directfaih® Pledgor. If the Pledgor directs the
Securities Intermediary to invest all or a portafrthe funds on deposit in the Cash Collateral Aicton obligations permitted under clause
(2) of the definition of Permitted Investments,ritthe sum o



all Permitted Investments made under clause ($udh definition and the marked to market valuegaaily basis) of the Permitted
Investments made under clause (2) must exceedithekthe Permitted Investments made under claljsef such definition and the product
of 1.01 and the number obtained by subtractingstime of Permitted Investments made under clausef @)ch definition from $126,390,000.
The Pledgor shall have one Business Day to curdailuye to comply with the terms of the foregoisgntence. All investments shall be made
in the name of the Agent or a nominee of the Agartin a manner, determined by the Agent in ite d@cretion, that preserves the Agent's
perfected, first priority security interest on biled the Lenders and Investor in such investments.

(b) The Securities Intermediary shall have no ailan to invest collected funds during the firgghti after their collection.

(c) The Securities Intermediary shall have no rasfimlity to the Pledgor for any loss or liabiliyising in respect of such investments of the
Cash Collateral (including, without limitation, agesult of the liquidation of any portion theréeffore maturity), except to the extent that
such loss or liability arises from the Securitieeimediary's gross negligence or willful miscondéday Permitted Investment made under
clause (1) of the definition of Permitted Investriseshall be a general deposit in the Agent. Anyrftéed Investment made under clause (2)
of such definition shall be for the risk and acdoofithe Pledgor, subject to the provisions of thigeement.

(d) The Pledgor will pay or reimburse the Secusitiermediary for any and all costs, expensediahilities of the Securities Intermediary
incurred in connection with this Agreement, the m@hance and operation of the Cash Collateral Aucand the investment of the Cash
Collateral, including, without limitation, any ingenent, brokerage or placement commissions andrieaged by the Securities Intermedi
in connection with the investment or reinvestmdntash Collateral, and any investment chargestmrdees of Chase in connection with
maintenance of the Cash Collateral Account.

8. Release of Cash Collateral. (a) Within ten @03iness Days after the end of each calendar qutreSecurities Intermediary shall rele
to the Pledgor Cash Collateral in an amount equidtérest collected and credited to the Cash @olaAccount in respect of such period.

(b) The Securities Intermediary shall release aklCCollateral to the Pledgor upon satisfactioeawh and all of the following conditions:
i. Pledgor obtains an investment grade rating etjuai exceeding BBB- from S&P and Baa3 from Mosgdgnd
ii. Pledgor thereafter requests Securities Inteiergdand Agent in writing to release of all Cashi&eral;

iii. both (i) the Agent and (ii) Lenders and Invarst holding 66 2/3% or more of the combined Loamd the Investor Contribution approve
such reques



iv. Pledgor shall be in compliance with all requirents of Section 14 of the Lease (including earmkguinsurance); and

v. Pledgor thereafter opts to release all Casha@ohl if the investment grade rating of Pledga hat changed since such request was
approved in the foregoing clause (iii).

(c) Notwithstanding any other provision of this agiraph, the Agent shall have no obligation to de@ash Collateral unless each of the
following conditions is satisfied at the time otbuelease:

(i) No Lease Default or Lease Event of Default Ehal’e occurred and be continuing or shall resolinfthe release of the Cash Collateral;
and

(i) such release shall not require terminatiomoy investment prior to its maturity.

9. Remedies. (a) Upon the occurrence of a LeasetiEe¥@efault, the Agent may, without notice of gigd, except for notices required by
law which may not be waived, apply the Collateadter deducting all reasonable costs and experisageoy kind incurred in respect thereof
or incidental to the care or safekeeping of anthefCollateral or in any way relating to the Calal or the rights of the Agent and the
Beneficiaries hereunder, including, without limitet, reasonable attorneys' fees and disburseméantaiosel to the Agent, to the payment in
whole or in part of the Secured Obligations, intsander as is specified in Section 8.2 of the GrAdreement, and only after such applica
and after the payment by the Agent of any otherwarhcequired by any provision of law, including tiout limitation, Section 9-504(1)(c) of
the UCC, need the Agent account for the surpluanyf to the Pledgor. In addition to the rightswpos and remedies granted to it under this
Agreement and in any other agreement securingereidg or relating to the Secured Obligations,AQjent shall have all the rights, powers
and remedies available at law, including, withauttiation, the rights and remedies of a securetiyparder the UCC. To the extent permitted
by law, the Pledgor waives presentment, demandegtrand all notices of any kind and all claimsndges and demands it may acquire
against the Agent or any Beneficiary arising outhef exercise by them of any rights hereunder.

(b) The Pledgor waives and agrees not to assentigimg or privileges which it may acquire undectgm 9-112 of the UCC. The Pledgor
shall remain liable for any deficiency if the preds of any sale or other disposition of the Cotkdtare insufficient to pay the Secured
Obligations and the fees and disbursements of tiagnays employed by the Agent or any Beneficiargallect such deficiency.

10. Agent's Appointment as Attorney#tact. (a) The Pledgor hereby irrevocably constitated appoints the Agent and any officer or agé
the Agent, with full power of substitution, as ftae and lawful attorney- in-fact with full irrevable power and authority in the place and
stead of the Pledgor and in the name of the Pledigiorthe Agent's own name, from time to timetie Agent's discretion, for the purpose of
carrying out the terms of this Agreement, to takg and all appropriate action and to execute ayadirdocument:



and instruments which may be necessary or desitatalecomplish the purposes of this Agreementuitiolg, without limitation, any
financing statements, endorsements, assignmeth@r instruments of transfer.

(b) The Pledgor hereby ratifies all that said atgs shall lawfully do or cause to be done purst@tite power of attorney granted in
paragraph . All powers, authorizations and ageremesained in this Agreement are coupled with aergst and are irrevocable until this
Agreement is terminated and the security interergtated hereby are released.

11. Duty of the Securities Intermediary and the Wtg&he Securities Intermediary's and the Agewts duty with respect to the custody,
safekeeping and physical preservation of the Goldin its possession, under

Section 9-207 of the UCC or otherwise, shall beamply with the specific duties and responsibiitéet forth herein. The powers conferred
on the Agent in this Agreement are solely for thetgction of the Agent's and the Beneficiarie®iiasts in the Collateral and shall not impose
any duty upon the Agent or any Beneficiary to elsgrany such powers. Neither the Agent nor any B&agy nor its or their directors,
officers, employees or agents shall be liable for action lawfully taken or omitted to be takendny of them under or in connection with-
Collateral or this Agreement, except for its oritlggoss negligence or willful misconduct.

12. Execution of Financing Statements. Pursua8ettion 9-402 of the UCC, the Pledgor authorizesAgent to file financing statements
with respect to the Collateral without the signataf the Pledgor in such form and in such filinfjagfs as the Agent reasonably determines
appropriate to perfect the security interests efAlyent under this Agreement. A carbon, photog@phiother reproduction of this Agreem
shall be sufficient as a financing statement flamdiin any jurisdiction.

13. Authority of Agent. The Pledgor acknowledgest the rights and responsibilities of the Agentemithiis Agreement with respect to any
action taken by the Agent or the exercise or apercise by the Agent of any option, right, requgstgment or other right or remedy provic
for herein or resulting or arising out of this Agneent shall, as between the Agent and the Beneéisjdbe governed by the Credit Agreement
and by such other agreements with respect thesatoag exist from time to time among them, but, esvben the Agent and the Pledgor, the
Agent shall be conclusively presumed to be actmggent for the Beneficiaries with full and valigdtzority so to act or refrain from acting,
and the Pledgor shall not be under any obligatoentitiement, to make any inquiry respecting saathority.

14. Notices. All notices, requests and demands tgon the respective parties hereto to be effecthall be given pursuant to the provisions
of Section 13.3 of the Participation Agreement.

15. Severability. Any provision of this Agreemerttiah is prohibited or unenforceable in any jurisidic shall, as to such jurisdiction, be
ineffective to the extent of such prohibition oreaforceability without invalidating the remainingopisions hereof, and any such prohibition
or unenforceability in any jurisdiction shall nat/alidate or render unenforceable such provisicaniyn other jurisdictior



16. Amendments in Writing; No Waiver; CumulativerRalies. (a) None of the terms or provisions of gseement may be waived,
amended, supplemented or otherwise modified exmeptwritten instrument executed by the Pledgar Agent and the Securities
Intermediary, provided that any provision of thigrAement may be waived by the Agent and the Bengfs in a letter or agreement
executed by the Agent or by telex or facsimile $raission from the Agent.

(b) Neither the Agent nor any Beneficiary shalldny act (except by a written instrument pursuampai@graph hereof) of delay, indulgence,
omission or otherwise be deemed to have waivedighyor remedy hereunder or to have acquiescadhynDefault or Event of Default or in
any breach of any of the terms and conditions HeMmfailure to exercise, nor any delay in exdrgs on the part of the Agent or any
Beneficiary, any right, power or privilege hereundkall operate as a waiver thereof. No singleastia@l exercise of any right, power or
privilege hereunder shall preclude any other atheirexercise thereof or the exercise of any atiglt, power or privilege. A waiver by the
Agent or any Beneficiary of any right or remedyéarder on any one occasion shall not be constsiadbar to any right or remedy which
the Agent or such Beneficiary would otherwise hameany future occasion.

(c) The rights and remedies herein provided areutative, may be exercised singly or concurrentlgt are not exclusive of any other rights
or remedies provided by law.

17. Section Headings. The section headings usttsi\greement are for convenience of referencg antl are not to affect the construction
hereof or be taken into consideration in the imetigtion hereof.

18. Successors and Assigns. This Agreement shalinoiing upon the successors and assigns of tlig&iend shall inure to the benefit of
the Agent and the Beneficiaries and their successod assigns.

19. Governing Law. This Agreement shall be goverlmgdand construed and interpreted in accordantte thie law of the State of New Yo
For purposes of the UCC, New York shall be deerpdzktthe Securities Intermediary's jurisdictiond@mere shall be no contrary agreement
of the Securities Intermediary with the Agent ag Bledgor governing the Cash Collateral Accountmogiding for any other such
jurisdiction, in either case without the consentha Required Lenders) and the Cash Collateral éic(as well as the securities entitleme
related thereto) shall be governed by the laws®fState of New York



IN WITNESS WHEREOF, the Pledgor, the Agent andSkeurities Intermediary have caused this Cash @odibAgreement to be duly
executed and delivered as of the date first abaiteew.

eBAY INC.

By:

Name:
Title:

THE CHASE MANHATTAN BANK, as the Agent

By:

Name:
Title:

THE CHASE MANHATTAN BANK, as the
Securities Intermediary

By:

Name:

Title:



EXHIBIT NO. 21.01

eBay Inc.
FORM 10-K
LIST OF SUBSIDIARIES

DOMESTIC

. Billpoint, Inc. (California)

. Blackthorne Software, Inc. (Delaware)

. Kruse, Inc.* (Indiana)

. Dan Kruse Classic Car Production, Inc. (Texas)

. Jump Incorporated** (Ohio)

. Auburn Cordage, Inc.* (Indiana)

. Butterfield & Butterfield Auctioneers CorporatigDelaware)
. Butterfield's Credit Corporation, Inc. (Califdah

. eBay Real Estate No. 1, Inc. (Delaware)

10. eBay Real Estate No. 2, Inc. (Delaware)

11. 111 Potrero Partners LLC (California)

12. HBJ Partners, LLC (California) 13. 2959 VictoBtreet Partners (California) 14. 17600 SantaVenie Partners (California)
15. 6700 Cherry Avenue Partners (California)

O©CO~NOUA,WNPE

. *dba Kruse International
. **dba Up4Sale

INTERNATIONAL

. eBay International AG (Swiss)

. eBay Canada Ltd. (New Brunswick)

. eBay GmbH (Germany)

. eBay Japan Inc.

. eBay (UK) Ltd.

. eBay Global Holdings B.V.

. eBay Australia and New Zealand Pty Ltd.
. eBay Australia Pty Ltc

O~NO U WNBE



ARTICLE 5

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM EBAY INC.'S ANNUAL REPORT ON
FORM 10-K FOR THE PERIOD ENDED DECEMBER 31, 1999 BNS QUALIFIED IN ITS ENTIRETY BY REFERENCE TO SUCH

FINANCIAL STATEMENTS.
CIK: 0001065088

NAME: EBAY INC.
MULTIPLIER: 1,000
CURRENCY: US DOLLARS

PERIOD TYPE 12 MOS
FISCAL YEAR END DEC 31 199
PERIOD START JAN 01 199
PERIOD END DEC 31 199
EXCHANGE RATE 1
CASH 219,67¢
SECURITIES 181,08
RECEIVABLES 44,94(
ALLOWANCES (8,402
INVENTORY 681
CURRENT ASSET¢ 459,83:
PP&E 144,02
DEPRECIATION (32,223
TOTAL ASSETS 963,94
CURRENT LIABILITIES 88,82t
BONDS 0
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 13C
OTHER SE 852,33
TOTAL LIABILITY AND EQUITY 963,94
SALES 0
TOTAL REVENUES 224,72
CGS 0
TOTAL COSTS 57,58¢
OTHER EXPENSE! 168,30(
LOSS PROVISION 0
INTEREST EXPENSE 1,94:
INCOME PRETAX 20,31t
INCOME TAX 9,38t
INCOME CONTINUING 10,82¢
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 10,82¢
EPS BASIC AC
EPS DILUTED .08
End of Filing
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