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PART |
ITEM 1. BUSINESS

The information in this report contains forward#am statements within the meaning of Section 27#e Securities Act of 1933, as
amended, and Section 21E of the Securities Exchaogef 1934, as amended. Such statements are basedcurrent expectations that
involve risks and uncertainties. Any statementdaioed herein that are not statements of histofazalmay be deemed to be forward-looking
statements. For example, words such as "may,","Wihould," "estimates," "predicts," "potential¢ontinue," "strategy," "believes,"
"anticipates," "plans," "expects," "intends" anchisar expressions are intended to identify forwhooking statements. Our actual results and
the timing of certain events may differ significigrfrom the results discussed in the forward-logkstatements. Factors that might cause or
contribute to such a discrepancy include, but atdimited to, those discussed elsewhere in thpemein the sections entitled "Risk Factors"

and "Management's Discussion and Analysis of Fimh@ondition and Results of Operations".

OVERVIEW OF OUR BUSINESS

We are a leading provider of electronic marketplace related trading technology solutions and dparaltiple buyer, multiple seller real-
time electronic marketplaces. Our suite of marletpltools provides end-gnd transaction solutions for the purchase andofdieancial an
non-financial products via the Internet or over glabal private network. Our products enable mapegticipants to transact business
instantaneously, more effectively and at lower clss2001, we processed over 3.5 million electrdraosactions, totaling more than $37
trillion of transactional volume. We have over &i@nts, including most of the largest fixed incotreding firms and leading natural gas and
electricity trading firms in the world. We have iofs in the U.S., Europe and Asia that can trartsading 24 hours a day, around the world.
As a result of the terrorist attacks of Septemlder2D01, our offices in the World Trade Center weestroyed and we lost 180 of our
employees, including many members of our senioragament. The loss of these assets and employedlseanded to relocate our surviving
employees have negatively impacted our business'fSek Factors".

We believe we offer one of the most robust, largedes instantaneous and reliable transaction psomgsystems. Our global private network

permits market participants to view information anecute transactions in a fraction of a second.pfoprietary software provides an end-to-
end solution, including front-end applicationsnsaction processing engines, credit and risk managetools and back-office and clearance
modules, enabling straight-through processing.

Our revenues consist primarily of transaction feed software solution fees. We do not risk our @apital in transactions or extend credit to
market participants.

Our eSpeed(R) system is accessible to our clibntsigh (1) our proprietary front-end trading softag2) our application programming
interface (API), a dedicated software applicatiokihg our clients networks to our system, (3) Ykeb, via a browser interface or Java
application and (4) software developed in alliane@h independent software vendors. Our system amiargescale hardware located in t
data centers in the U.S. and Europe and is diséibeither over our multiple path global networlvi@ the Internet through links to multiple
global Internet service providers.

Additionally, we have an agreement whereby the Newk Board of Trade, through its subsidiaries, \wilbvide clearing and regulatory
services and we will provide electronic executiod aelated services for the U.S. futures exchaogeently known as the Cantor Exchange
(SM), the first fully electronic futures exchangethe U.S. While we are in the process of evalgatior business plan with respect to our
operation of the Cantor Exchange(SM), we are centidhat our eSpeed(R) system will continue to jpi®ws with major opportunities for
the electronic



trading of a broad range of futures contracts dlgb&urrently, the Cantor Exchange(SM) has obtdiregulatory authority to operate in the
United Kingdom, Denmark, Finland, France, Hong Kdngland, Italy, Japan, Norway, Portugal and gheiGerman states.

We market our services through the following thasic products: eSpeed Markets(SM), eSpeed Soft3atgions(SM) and eSpeed Online
(SM).

0 eSpeed Markets(SM) is a full service solution brimg all of our proprietary software and our gdbhigh-speed private network. eSpeed
Markets(SM) currently operates in some of the larged most complex marketplaces in the world uigiclg the global government bond
market and the energy market, and is designed &xtemdible to any multiple buyer, multiple selearketplace. eSpeed Markets(SM) is also
available through a complete Internet-only disttitau channel.

0 eSpeed Software Solutions(SM) provides a completgourced solution to our clients to enable thewistribute their branded products to
their customers through online offerings and aunsjoncluding private and reverse auctions.

0 eSpeed Online(SM) provides retail-based e-comeneusinesses with online access to wholesale mpakgtipants. It enables them to
offer their customers access to a variety of markwit are traditionally available only to institutal investors and wholesalers.

Our objective is to be the world's leading providétrading technology and interactive electronarketplaces for products that trade. We
believe that the scalability and extendibility afr@Speed(R) suite of products enable us to intedew markets and distribute products and
services more quickly, cost effectively and seasijethan our competitors.

We commenced operations in March 1999 as a divisid@antor Fitzgerald Securities, a subsidiary ahtor Fitzgerald, L.P. Our initial foci
was the global fixed income, foreign exchange adrés and options trading markets. Our relatignslith Cantor, a leading global inter-
dealer broker in the fixed income markets, has kedlals to become the leader in this electronic etaptice. In the last two years, we have
significantly expanded the types of products capalbbeing traded electronically through our eSfREedystem. Our goal is to offer the full
range of financial products currently traded inagd global markets. In 2000, we entered the Nantferican energy market with a group of
leading energy industry partners. In 2001, we exté¢hhe Canadian fixed income market through ougstment in and technology agreement
with Freedom International Brokerage, the leadiag#tiian inter-dealer broker of fixed-income prodwtd other capital products, and we
entered the German and United Kingdom energy markéé plan to reintroduce most of our North Amariéiaed income products during
2002. We also plan to leverage our electronic mpltaee expertise and reputation to sell softwacglpcts and services directly to
participants in these marketplaces.

OUR INDUSTRY

Historically, the trading of financial and nonfiraal products has been an inefficient process. Byyselling or trading activity is traditiona
effected through either (1) a central physical timeg like a trading pit or auction house, whererkea participants have to access the market
through this central location or its members, (Bjlateral arrangement with a buyer or seller grs@seral layers of middlemen and
salespersons who assist in handling orders. Eatttesé approaches is people and time intensivehvadds to the direct and indirect cost of
the product bought or sold.

Additional inefficiencies with transaction executimclude lack of real-time price information, sirdikparate groups of interested buyers and
sellers, limited liquidity and problems associatégth executing trades as market

2



prices change. As more transactions occur andcjitits extend credit to each other, there arechdsdks to both buyers and sellers because
of the lack of sophisticated risk management todlso, after a buy or sell order is executed, therethe additional tasks of recording,
accounting, tracking, delivering and financiallytbeg the transaction. Each of these tasks, ifedovanually, can add potential cost and error
to the process as additional participants or systemter the transaction cycle.

Electronic marketplaces have emerged as effecteensiof conducting transactions. In an electromitketplace, substantially all of the
participants' actions are facilitated through atebnic medium, such as a private electronic ngtwo over the Internet, which effectively
eliminates the need for actual face-to-face orext@zvoice participant interaction, reducing theffitiencies inherent in a physical market.
Additionally, as adoption of the Internet has beeamore widespread, businesses are recognizingeoetiannels as an efficient means of
distribution of their products to their customers.

Many financial exchanges worldwide, including certaxchanges in France, Germany, Japan, Swedetze®land and the United Kingdom,
are now partially or completely electronic. Varialsctronic marketplaces have been implementeddoeas the varied needs of the broad
business-to-business initiatives, including marlestps aimed at the procurement of finished goodenvices, as well as neutral marketplaces
for the trading of commodity or commodity-like g@dVe believe the trading of commodity-like produaill require capabilities found in

the financial markets, including retitne pricing, futures and other hedging capabgitd robust interactive trading. Additionally, bedieve
companies will seek to outsource online solutiangltie electronic distribution of their productsawmid the difficulty and cost of developing
and maintaining their own online solutions.

OUR SOLUTION

Our electronic marketplace end-to-end solutionudek real-time and auction- based transaction psaug, credit and risk management tools
and back-end processing and billing systems, akssible through our global privately managed lsgbed data network and over the
Internet. Because of the scale and adaptabiliuofsystem, our eSpeed(R) products have applicatoross a broad range of companies,
industries and vertical marketplaces, including baginess-to-business marketplace involving matiplyers and multiple sellers. In
addition, we license our software to provide a clatgpoutsourced solution to our clients, enablment to distribute their branded products to
their customers through online offerings and austjoncluding private and reverse auctions, andesgfor-quote capabilities. Our products
enable market participants to transact businesariteneously, more effectively and at lower cost.

OUR TECHNOLOGY PLATFORM

Our electronic marketplace solutions operate ont@chnology platform that emphasizes scalabiligrfgrmance, adaptability and reliability.
Our technology platform consists of:

0 our proprietary, internally developed real-tintel@l network distribution system;

0 our proprietary transaction processing softwatgch includes interactive matching auction engitiely integrated credit and risk
management systems, pricing engines and assoamdelte and back-office operations systems;

o client interfaces ranging from Windows, Java, MNbur proprietary APl and proprietary vendor as;esd

0 customized inventory distribution and auctiontpeols designed to be used by our clients and erin their distribution and trading
systems.



Together, these components enable our clientdeotdéfansactions in real- time, with straight-thgb processing.
Network distribution syster

Our eSpeed(R) system contains a proprietary hulb-spoke digital network. This network uses Ciscet8ms' network architecture and is
operated by Cisco-certified engineers. Our netwdnighspeed points of presence comprise the major bissoesgers of the world, includit
New York, London, Tokyo, Milan, Chicago, Los Angelend Toronto. Altogether, we manage 22 hubs lifkedver 50,000 miles of cabl
over 700 Cisco network devices and more than 3§0 t@pacity Sun servers and Compaq Alpha serveasdd in two data centers in Lonc
and Rochelle Park, New Jersey. The redundant etauof our system provides multiple backup pathsra@arouting of data transmission if
one spoke of a hub fails. We believe we operateobtiee largest and most robust interactive tradiatyork distribution systems currently in
operation.

Our distribution system accepts orders and postimgjantaneously and distributes responses, géneralnder 300 milliseconds. We
estimate that our network is currently running@raximately 15% of capacity.

In addition to our own network system, we also izand distribute secure trading information frolients using the services of multiple,
major Internet service providers throughout theldidFhese connections enable us to offer our przdaied services via the Internet to our
global clients.

Transaction processing software

Most of our software applications have been dewadpternally and are central to the success oe8peed(R) system. Our auction and
trading engines operate in real time, facilitatafficient interaction between buyers and sellers: @edit and risk management systems
monitor and regulate these buyers and sellerspficing engines provide prices for illiquid finaatproducts derived from multiple trades in
other related financial instruments. These critaggblications work together seamlessly and areatgg by middle and back office software
that verifies, confirms, reports, stores, trackd,ahapplicable, enables the settlement of eaahsiaction. Our transaction processing software
includes verification mechanisms at various staféle execution process, which result in signifitareduced manual intervention,
decreased probability of erroneous trades and axarerate execution for clients.

eSpeed(R) transaction engines

Our auction and transaction engines use Interabatehing(SM), our proprietary ruldsased method, to process in excess of 150 traoss
per second per auction, instrument or product. &leegines were developed to support trading itattgest capital markets in the world, si

as government bonds and futures contracts, anahdine diverse, fragmented and database intensivietsasuch as U.S. municipal bonds
(with over 1.7 million different issues), corpordiends and Eurobonds. These transaction enginekeaigned to be modular and flexible to
allow modification in order to apply them to othearkets and auction types. In Europe, for exampéehave added a component that allows
us to process transactions and auctions in muktipleencies simultaneously. Our transaction endise® embedded security features and an
added messaging layer to provide security from thmized use. In addition, we use encryption tadgubour clients that transact business
over the Internet.

We believe our marketplace expertise and rulesebsggtems provide incentives for clients to actiy@rticipate in our marketplaces. For
example, Interactive Matching(SM) provides inceesito participate in our marketplaces by encougpgarticipants to expose their orders to
the market. In standard auctions, the incentiferiparticipants to wait until the last moment take a bid or offer. Our priority rules
encourage trading activity by giving the last sissfel active participant a time-based right oftfiefusal on the next sale or purchase. In
addition, in many



markets we have structured our pricing policy tovte incentives. The party that provides auctiomdpcts for the market or creates liquic
(by inputting a price to buy or sell) pays less agission (or no commission) than the participant tiemsummates the trade by acting on that
price. With our pricing policies and proprietaryaguity rules, our system is designed to increaswificand to draw participants into the
market. This proprietary rules-based system is @adidgp and, as part of our business strategy, vemdto apply it across other non-financial
markets for multiple products and services.

eSpeed Credit Master(SM) - credit and risk managesyestems

Our credit and risk management systems have beenpamtant part of the operation of our electramiarketplaces and were damaged as a
result of the terrorist attacks on September 1012We plan to re-implement them as soon as pessihlese systems (1) continuously
monitor trades of our clients to help prevent tHfewsm exceeding their credit limits, (2) automatigadrevent further trading once a client has
reached a pre-determined credit limit and (3) eat@liransactions and calculate both individualtpmss and risk exposure across various
products and credit limits. Once re-implemented,groprietary credit and risk management systenisaigio be made available to our global
clients to enable them to monitor the positionhait traders and will be integrated with our softevaolution systems so our global clients
monitor the credit of their customers who transhctly with them online. These systems will stolient data relevant to credit and risk
management, such as financial statements, creditngdents, contacts and internal analyses. Thesemsgstill also enable our clients to make
our electronic marketplaces available to their @ongrs while maintaining control of their customératiing activity and risk.

eSpeed Name Give-Up Matrix(SM) - credit monitoring

Through the use of our name give-up matrix, we Enabr market participants to create counterpamyit exposure limits to manage the
counterparties with which they transact in reamtral counterparty markets. In these marketsigizants settle transactions directly with ot
participants. Using this module, the participaras pre-select the counterparties that they aréngitb transact with in that market. The
module displays all prices to market participaats] highlights and enables execution on pricesateafrom approved counterparties.
Additionally, the module has features that perraitheparticipant to manage the activities of itdéra on a real-time basis.

eSpeed(SM) pricing engines and analytics

We have developed a number of analytical softwamtstthat permit us to price products that tradiess liquid markets and for which curr
pricing information is not readily available. Fotaenple, our MOLE(SM) system (Multiple Order Link §ine) is a computer application that
enables us to link multiple markets, offer pricad areate and enhance marketplaces for produdthdha limited liquidity. In the Financial
Vertical, MOLE(SM) currently uses data from exigticash and futures markets to calculate pricingréorsactions where no market prices
currently exist, thereby facilitating liquidity. ®se multi-variable trades are extremely difficalekecute in voice-based markets due to their
complexity and the slow speed of manual execution.

eSpeed(SM) middle and back-office applications

Our middle and back-office applications supporacace, settlement, tracking and reporting of saadel provide links to outside clearing
entities. For example, in the financial markets,ouésource our fulfillment services to Cantor amdddom (for Canadian markets), where
both parties to a trade send either cash or seutét Cantor or Freedom and Cantor or Freedoresdite trade and sends each party the
or securities due. Our reporting and accountingesys are designed to track and record all changgs@mmissions for a trade. Our eSpeed
(R) system and products automate previously papeételephone-based transaction processing, cortfoma
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and other functions, substantially improving andueing the cost of many of our clients' back officend enabling straight-through
processing.

Client interfaces
Our system can be accessed by our clients in faysw
0 using our eSpeed(R)proprietary front-end tradiofjware;

o using our application programming interface (Af@h)clients to write their own software linkingdin networks and software applications
directly to our systems. Our application programgyimerface enables clients to conduct computeepupdating, program trading and
straight-through processing;

o through the Web via a browser, or using a dowdgédalava application or dedicated proprietary soi#vapplication via the Internet, both
for wholesale clients and for retail clients whatjzdpate in our marketplaces; and

o through software developed in alliances with petelent software vendors.

ESPEED(R) PRODUCTS

We market our services through the following thpeaducts: eSpeed Markets (SM), eSpeed Softwardi@a(SM) and eSpeed Online(SM).
ESPEED MARKETS(SM)

eSpeed Markets(SM) is a full service solution carimg all of our proprietary software and our globajh-speed private network. eSpeed
Markets(SM) currently operates in some of the larged most complex marketplaces, and is designbd extendible to any multiple buyer,
multiple seller marketplace. eSpeed Markets(SMJgs available over the Internet. Currently, mdsiw revenues are derived from
transactions in the global fixed income market pedeby our eSpeed Markets(SM) product.

eSpeed Markets(SM) enables us to operate what iev®és the only integrated network engaged irctedaic trading in multiple products
and marketplaces on a global basis. We believeliedime and expense required to develop andlliedtatronic trading networks will serve
as significant barriers to entry.

FINANCIAL VERTICAL

WHOLESALE FIXED INCOME. The global fixed income nkat is the largest financial market in the worltheTBond Market Association
estimates that, in the U.S. alone, as of 2001ethere over $18 trillion of fixed income securitmsstanding with over $520 billion of
volume traded daily. In the U.S. Treasury secwgitiearket, there is reported to be over $290 billiatay in trading just among the primary
dealers and their clients. The global market fterest rate swaps, interest rate options and ayrenaps had over $60 trillion in notional
value outstanding as of June 2000.

Foreign exchange. The trading of currencies imalhetary pairs represents the largest trading velorarket in the world. The Bank for
International Settlements has estimated the daillynae traded in the foreign exchange markets te eeen $1.97 trillion.
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Futures and options. Futures and options tradimgésding financial activity throughout the wonldth contracts traded on a wide variety of
financial instruments, commodities and indexes.okding to the Futures Industry Association, Ine.2001, over 3.1 billion futures and
options contracts were traded in the world's fugwed options markets. Currently, a significantmoé of futures trading is still being done
open outcry exchanges, but there has been a sgmifimovement towards the conversion of these rtsatielectronic trading. To date, we
believe the most successful initiatives have beadenin Europe. We believe that there is significggortunity in the continued conversion
of these markets to electronic networks, such ageon.

Limitations of the traditional financial market

While the traditional financial market facilitateading, it has the following significant shortcomgs:

o limited direct access and, therefore, inefficignting;

o high transaction costs and slow execution dubkdmumber of people involved in a voice transagtio

o difficulty in implementing program trading, esfaly programs designed to automatically and siam#iously execute multiple trades in
different, but related products;

o significant expense incurred in processing, corifig and clearing manual processes; and
o compliance and regulatory risk associated witlkbestransactions and non- automated audit trails.
Our Financial Vertical solution

The Financial Vertical contains U.S. Treasury agdrey securities, European, Japanese, Canadiaenagrging market sovereign bonds,
U.S. and global corporate bonds, mortgage-backautiies, municipal bonds, interest rate swapsastibns, futures, options, repos and
basis trades. Cantor has been a major facilitatdy ia some cases, provider of liquidity in numerd@inancial products through its offices in
the U.S., Canada, Europe and Asia. Our eSpeed t$é8) product provides the only way to electrotijcaccess Cantor's marketplaces.
Through our alliance with Freedom, Cantor and sading Canadian financial institutions, our eSpdadkets(SM) product also powers the
electronic platform of Freedom International Bra@e, the leading inter-dealer broker of Canadieedfincome and other capital markets
products.

Our private electronic network for wholesale finmhoarkets is connected to most of the largestrfaial institutions worldwide. We have
installed in the offices of our existing client kabe technology infrastructure necessary to pepiice information and trade execution or
instantaneous basis in a broad range of secuaitidginancial instruments. We believe our eSpeed(iRg of products enables us to introduce
and distribute a broad mix of financial productd aervices quickly, efficiently and at lower cost.

In our electronic marketplaces, participants malyegielectronically execute trades themselves lbboakers, who then input trade orders i
the market for them. In our fully electronic tragdah stages of the trade occur electronically. phgicipant inputs its buy or sell order
instructions directly into our electronic tradingsgeem using our software, a web-browser, or elaatesly through an application
programming interface or other software. Our sygpeavides to the participant, normally within 30@liseconds, an on-screen confirmation
that the participant's order has been acceptedilGineously, an electronic confirmation can be setie participant's back office and risk
system, enabling risk management capabilities tmagyht-through processing for the participant.raker assisted trade is executed in
substantially the same manner as an electronie tedept that the participant telephones a brekeo, then inputs the participant's order into
our electronic marketplace system. Our U.S. GoventrBecurities marketplace is now a fully electtanarketplace.
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We also see opportunities to expand our businesisdrysing our technology to other voice brokeradidlition to Cantor.
ENERGY VERTICAL

In September 2000, we, together with Coral Energldidg (an affiliate of Shell), Dominion Energy, Bggy, Koch Energy Trading, TXU
Energy Trading, Williams Energy Marketing & Tradiagd Cantor, announced the formation of TradeSanlew comprehensive energy
marketplace. TradeSpark was created as a wholesalestplace for energy-related products and sesvic®&lorth America with both
electronic trading systems and voice brokers. Asqfaour arrangement with TradeSpark, we have é@mgnted electronic marketplaces for
natural gas, electricity, coal, weather derivatigsad emission allowances. It is the intention adaSpark to provide the full spectrum of
energy-related tradable instruments, including cagbt, forward, futures, indices and data sales.

TradeSpark unites our technology platform, accessed both a private global network and the Interaed our partners' in-depth energy
market knowledge and liquidity to bring speed, raity, efficiency and technological leadershipgtie energy trading market. In 2001,
Dynegy became a partner in TradeSpark and, in ootizn with this expanded relationship, Dynegy lelished an underlying electronic link
between its proprietary e-commerce portal, Dyneggdj and the TradeSpark platform.

Since inception, over 200 companies, including nebsthe major energy trading firms in North Ameritave traded using TradeSpark. We
effected over 75,000 transactions comprising agprately $150 billion of transaction volume sincexdeSpark's inception. Gas Dalily rep:
that the TradeSpark partners, together with Entdrgged approximately 32.8 billion cubic feet atural gas per day, and Power Markets
Week reports that these companies traded 403 mitiegawatt hours of electricity during 2000. Thesmpanies estimate they traded
roughly 20% of all gas and power traded in Northekita during the last quarter of 2000.

Limitations affecting the traditional energy market

The traditional voice-brokered energy marketplaas leen fraught with inefficiencies, including thek of real-time price information, small
pools of liquidity, high transaction costs and peohs associated with executing trades in a fastimgowarket. More recently, credit has
become a major issue to the market participantausecof massive price fluctuations caused by varstates' approaches to deregulation, the
lack of a liquid hedging market, limited risk maeagent tools and the bankruptcy of certain majousty participants. While there have
been a handful of electronic systems and singleedetatforms initiated over the past three yeass believe that none have unbiased
information about prices and enough products aiididy to give companies exchange-like executiothimenergy marketplace.

Our Energy Vertical solution

Powered by our full trading platform encompasseeSpeed Markets(SM), TradeSpark offers an end-tiorgarketplace and trading solution
that includes real-time and auction-based tramsagiocessing, risk management tools and back-egsing systems, as well as access to
a fully registered futures exchange, allowing foe treation of futures and options products fa tharketplace.

Designed to bring marketplace efficiency to thergpenarkets, TradeSpark is fully operational aredpiDecember 31, 2001, employed 39
brokerage personnel with access to our electroaitintg platform. TradeSpark offers three possilliets of access to one pool of liquidity:
over the Internet, through our private network gmdugh TradeSpark voice brokers.
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ESPEED SOFTWARE SOLUTIONS(SM)

eSpeed Software Solutions(SM) provides a completsoarced solution to our clients, enabling therdistribute their branded products to
their customers through online offerings and aunstjoncluding private and reverse auctions, andesgfor-quote capabilities. Our eSpeed
Software Solutions(SM) product takes advantagé®ftalability, flexibility and functionality of aweSpeed(R) system to allow our clients to
quickly create online connectivity to their custome

We have signed software solution agreements withdr®ecurities, Sanwa Securities and the FederaldHooan Bank. Refco Securities
operates a global securities futures brokeragebssi eSpeed Software Solutions(SM) has develofredtaend trading system for Refco
Securities that enables it to communicate its prfoe securities products to its customers. Saneaifties is the securities subsidiary of
Sanwa Bank, one of the largest financial institugiin Japan. Sanwa transacts with its customessghrour real-time technology platform to
supplement its Japanese government bond business$:élderal Home Loan Bank is a U.S. Governmentsgped enterprise and one of the
largest issuers in the global short-term securitiasket. Our electronic auction-based technologxzected to begin powering the Federal
Home Loan Bank's primary discount note auction2062.

ESPEED ONLINE(SM)

eSpeed Online(SM) provides retail-based e-commumusaesses with online access to wholesale magkéitipants. It enables these online
businesses to offer their customers access toietyaf markets that are traditionally availabldyoto institutional investors and wholesalers.
eSpeed Online(SM) also links to middle and backceféystems, providing a complete end-to-end retdiltion for trade execution, risk
management, processing and billing. To date, we s&yned agreements with several online brokectyding AB Watley, Bondpage.com,
Charles Schwab, Firstrade Securities, MostActives,dMr. Stock, Muriel Siebert, myTrack, Scot Tra8efton Online, The Net Investor,
Tradescape and WebStreet Securities. In Januatly, Z0tarles Schwab & Co. introduced U.S. Treasudéts customer base through eSpeed
Online(SM).

Technological advances have created new and insk@emeans for individual investors to directly @ markets online and participate in
the securities markets. Despite the growth in @endincounts and access to public equity markete thees been very limited access for retalil
Internet trading in fixed income securities, fusreptions and other wholesale financial instrumenicost-effective pricing and spreads. We
believe that the emergence of electronic markeggsldicat promote greater liquidity, enhanced acaadanore efficient pricing will increase
trading among retail investors in financial andesthroducts other than equities. We believe thatpanies will increasingly seek an
outsourced solution to distribute their producecbnically.

OUR GROWTH STRATEGY

Our objective is to be the world's leading providéimteractive electronic marketplaces and rela@ftivare solutions to a broad range of
industries and vertical marketplaces. We believeareextend our expertise in the creation of inata#ous electronic marketplacestoa b
range of products and services. Our growth strategghieve this objective includes the followireylelements:

EXPAND SYSTEM FUNCTIONALITY AND DEVELOP NEW PRODUCT S, SOFTWARE AND SERVICES FOR OUR EXISTING
FINANCIAL AND ENERGY MARKETS

We plan to continue to expand the types of findnelaergy and other products traded in our markegd both in the United States and
abroad. We also plan to reintroduce most of ouittNAmerican fixed income products during 2002. @oal is to include in our electronic
marketplaces the full range of products that areecily



traded in today's markets worldwide. In additior, plan to develop software and services to addmetiods to effect transactions in these
products. We expect that our traditional clientebadll begin to trade new products as we develeptebnic marketplaces for them, and we
intend to continue to convert our existing gloda&mts to our fully electronic platform.

LEVERAGE OUR ESPEED(R)SYSTEM FOR USE IN A WIDE RANGE OF ADDITIONAL BUSINESS-TO-BUSINESS MARKETS
AND INDUSTRIES

Because of the scale of our system and its eaadagitability, we believe our eSpeed(R) system ppbcations across a broad range of
products, including Interndtased marketplaces for a wide array of goods amitss, particularly those involving multiple bugeand seller:
As evidenced by the formation of TradeSpark, wensek positioned to leverage the significant caats efforts that have been incurred
developing our eSpeed(R) system to quickly crelgetrenic markets in a wide range of products. Wam pover time, to serve additional
marketplaces, including global energy, bandwidtledommunications, chemicals, electronic componemsals and other markets that can
benefit from more efficient, centralized, electiotriading facilities. We plan to continue to expana eSpeed(R) system across the financial
markets and their products.

LICENSE OUR SOFTWARE TO PROVIDE A BROAD RANGE OF MA RKET PARTICIPANTS WITH AN OUTSOURCED
SOLUTION FOR ONLINE DISTRIBUTION OF THEIR PRODUCTS

We provide a complete outsourced solution to oients$ to enable them to distribute their brandexdipcts to their customers through online
offerings, auctions, including private and reveasetions, and request-for-quote capabilities. Verabuilding our dedicated sales force that
will focus on licensing our software solutions tasting and new clients.

PURSUE STRATEGIC ALLIANCES AND ACQUISITIONS

We are continually exploring opportunities to maienour growth, including acquisitions, stratedi@aces, joint ventures, private
placements, recapitalizations or any combinatiothefforegoing, to expand our vertical markets gewerate future growth. We are seeking
to enter into joint ventures and other stratediamtes to create liquidity in new and existinggwot markets, to utilize our patents in such
ventures and strategic alliances and to attractpeticipants to trade products in those markets.Hae employed this strategy in our
formation of TradeSpark and our alliance with Faadas well as in our market making relationshithvideutsche Bank.

OUR CLIENTS

Our clients in the Financial Vertical include ban#iealers, brokers and other wholesale marketgiaatits, over 500 of which currently
participate in our electronic marketplaces, inahgdmost of the largest bond trading firms in theldicas identified by Euromoney Magazine.
Our clients in the Energy Vertical include energading companies, utilities and other wholesalekeigparticipants, over 200 of which
currently participate in our electronic marketplaoeluding leading North American energy tradirmgrpanies.

We are providing wholesale and retail investoreasdo the electronic marketplaces and brokerdgtedeservices supported by our eSpeed
(R) system. We expect that a significant portiomwarf clients who use brokers will migrate to fudliectronic access over the coming years.
We also expect to add clients for our eSpeed Soét8alutions(SM) product from a wide variety of irstries. In addition, due to the loss of
virtually all of Cantor's U.S. non-equity voice Bayage business in connection with the terrorisicéis of September 11, 2001, we intend to
build relationships with new clients, includingdional competitors of Cantor. We further intewdorovide third parties with the
infrastructure, including systems administrationieinal network support and operations and disastewvery
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services, that is critical to providing fully elemhic marketplaces in a wide variety of productthdd than Cantor, no client of ours accounts
for more than 10% of our revenues.

SALES, MARKETING AND CORPORATE DEVELOPMENT

We promote our electronic marketplaces and sertesr existing and prospective clients througiombination of sales, marketing and co-
marketing campaigns. We leverage our client refatiips through a variety of direct marketing anldsanitiatives and build and enhance
brand image through marketing campaigns targetaddaterse audience, including traders, potentaingers and the investor and press
communities. We may market to our existing and peotive retail clients through a variety of co-metikg/co-branding initiatives with our
online partners. We have designed our sales ankletirag efforts to promote brand awareness and ¢euea audience regarding the nature
of our electronic marketplaces, products and sesvand the advantages associated with the auton@dticading activities, as well as our
association with Cantor.

Additionally, our senior management staff activelyrks to establish strategic relationships, develeyw markets for our technology and
structure and execute investments and acquisitidusstaff promotes eSpeed at conferences, comventevents and speaking engagements
that advance both our technology and our brand nammeany cases, these engagements are focusdd sgecific vertical markets that we
intend to develop in the future. All of these effoare intended to enhance our image, profile aafitability.

SOFTWARE DEVELOPMENT

We devote substantial efforts to the developmedtiaprovement of our electronic marketplaces acehnised software products. We work
with our clients to identify their specific requinents and make modifications to our software, netwigstribution systems and technologies
that are responsive to those needs. Our reseadctieaelopment efforts focus on internal developmstnategic partnering, acquisitions and
licensing. Although we lost many technology profesals and software developers on September 111, 208 continue to employ over 250
technology professionals, a majority of which as#vgare developers. Our technology team's objeétive develop new products and
services in order to provide superior electronickagplace solutions to our clients. We also focusefforts on enhancing our Internet
interfaces to facilitate real-time markets and chymyith the standard Internet security protocol &mgire security protocols in order to
capitalize on the development of new commercialketptaces. We are continuing to develop new mal&egis and products using our
internally developed application software. In aitdit we have forged strategic alliances with ttpedty independent software vendors
through which we will work to develop sophisticatettlustry specific, front-end applications anddarcts.

COMPETITION

The development and operation of electronic mateggs are evolving. As a result, competition irsthearketplaces is currently fragmen
We expect to face competition from a number ofedéht sources varying in size, business objectvessstrategy.

Our current and prospective competitors are nungeand include inter-dealer brokerage firms, madkea and information vendors,
securities and futures exchanges, electronic conations networks, crossing systems, consortiankas-to-business marketplace
infrastructure and software companies and nicheggrmaarket and other commodity business-to-busih@ssnet-based trading systems.

The electronic marketplace solutions we provideuoclients enable them to expand the range ofcEsthey provide to their ultimate
customers, which are also potential participantsunelectronic marketplaces. We intend to strctwur relationships with our clients and
conduct our operations to mitigate the potentiatffiis
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competition. We do not intend to use the acce#isd@ustomer base of our clients that we obtaprawiding our electronic marketplace
solutions to compete with these clients in othedpct transactions.

We believe our electronic marketplaces compete gmilynon the basis of speed, functionality, effiaig, price, system stability and ability to
provide market participants with access to liquidit

OUR INTELLECTUAL PROPERTY

We have adopted a comprehensive intellectual ptppeogram to protect our proprietary technologye ¥irrently have licenses covering
four of Cantor's patents in the U.S. One pateatesito a data processing system and method furaeally trading select items such as
fixed income instruments. Two patents relate tixedfincome portfolio index processor. One patetdtes to a system for shared remote
access of multiple application programs by one orartomputers. Foreign counterpart applicationséone of these U.S. patents have been
filed. The licenses are exclusive, except in thenéthat we do not seek to or are unable to provideantor any requested services covere
the patents and Cantor elects not to require ds .

In April 2001, we purchased the Wagner patent, tvlaiddresses automated futures trading and profadésds and offers to be placed and
matched electronically. In August 2001, we receiagateliminary ruling from the United States DistiCourt in Dallas, Texas upholding our
position regarding the scope of the Wagner patad. "Item 3. Legal Proceedings".

In July 2001, we purchased a patent, the Lawreateng which relates to the electronic trading ahinipal bonds and electronic auctions of
fixed income securities and interest rate produtstion based trading allows broker-dealers aed tustomers to send our "bid-wanted"
forms listing the available securities, then toegtdids with a final auction time. The Lawrencéepa brings additional efficiencies to the
auctioned markets by, among other things, enalplaigntial buyers to electronically place bids setyuand anonymously.

We also have an agreement to license several pghd# patent applications relating to various pHspects of our electronic trading
systems, including both functional and design atsp&¢e have filed a number of patent applicationfitther protect our proprietary
technology and innovations in the past year.

We cannot at this time determine the significanfceny of the foregoing patents, or future pateifiissued, to our business. We can give no
assurance that any of the foregoing patents is ead enforceable, or that any of these patentddami be infringed by a third party
competing or seeking to compete with our busin®ss.business strategy may include licensing suténgsifor royalties, joint venturing wi
other marketplaces or exchanges, or exclusivelygugie patents in our marketplaces.

EMPLOYEES

As of December 31, 2001, we had 312 employees,dbwhom are our executive officers. None of theswloyees is represented by a un
We believe that we have good relations with our leyges.
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RISK FACTORS
In addition to the other information in this Repdhte following risk factors should be consideradetully in evaluating us and our business.
RISKS RELATED TO OUR BUSINESS

THE EVENTS OF SEPTEMBER 11, 2001 HAVE HAD AND WILL CONTINUE TO HAVE AN ADVERSE EFFECT ON OUR
BUSINESS.

Our losses

Our previous headquarters were in the World Traelet€. As a result of the terrorist attacks of 8eyiter 11, 2001 (the September 11
Events), our offices in the World Trade Center wagstroyed and we lost approximately 180 of ourleyges, including many members of
our senior management. The destruction of our sisthet loss of all those employees, including pebdevelopment personnel, and the need
to relocate the surviving employees has negativepacted our business. In addition, although welstve redundancy of our system, we
now have two data centers instead of the threeatbdtad prior to the September 11 Events.

Cantor's losses

Cantor and TradeSpark lost an aggregate of 478mmes and equipment and systems as a result Sefitember 11 Events. Cantor also lost
its headquarters. Such losses have negatively iegacir revenues and will continue to adverselyachpur revenues in the future since,
among other things, Cantor is not currently tradimany of the financial products its voice brokeistdrically traded using our eSpeed(R)
system. In addition, the loss of Cantor's assedsaokers will negatively affect our strategy toeert the products that those brokers were
trading in voice-assisted transactions to prodinasare traded fully electronically over our eSHE) system.

Insurance

As a result of the September 11 Events, fixed assith a book value of $17,690,289 were destrojedof December 31, 2001, we had
received $20.5 million of insurance proceeds tcecdlie net book value of the fixed assets that westroyed, plus the actual additional cost
of the assets we replaced. Although we expectdover any further costs we incur if we decide fgaee any additional destroyed fixed
assets through our property and casualty insuremeerage of $40 million, we cannot guarantee orenly estimate the amount or timing of
such recovery. In addition, we have incurred antlasntinue to incur business interruption lossas tb the September 11 Events. Although
we expect to recover or reduce these losses throug$25 million of business interruption insuranee cannot guarantee or currently
estimate the amount or timing of receipt of anyhsimsurance proceeds.

WE MAY INCUR LOSSES IN THE FUTURE.

From our inception through December 31, 2001, welsaistained a cumulative net loss of approxim&iely.3 million. While we currently
expect to generate operating profits in the ye@228s we continue to develop our systems andsiméreture and expand our brand
recognition and client base through increased ntiawkefforts, we may actually incur additional less

IF WE DO NOT EXPAND THE USE OF OUR ELECTRONIC SYSNIS, OR IF OUR CLIENTS DO NOT USE OUR MARKETPLACES
OR SERVICES, OUR REVENUES AND PROFITABILITY WILL BBDVERSELY AFFECTED.

The use of electronic marketplaces is relatively.riehe success of our business plan depends, ingmaour ability to maintain and expand
the network of trading firms, dealers, banks arfépfinancial institutions that use
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our interactive electronic marketplaces. We camsstre you that we will be able to continue to egipaur marketplaces, or that we will be
able to retain the current participants in our refglaces. Although some of our agreements with gtgrlarticipants require certain minimum
payments, none of our agreements with market fyaaitits require them to use our electronic markegsa

IF WE ARE UNABLE TO ENTER INTO ADDITIONAL MARKETINGAND STRATEGIC ALLIANCES OR OUR CURRENT
STRATEGIC ALLIANCES ARE NOT SUCCESSFUL, WE MAY NOGENERATE INCREASED TRADING IN OUR ELECTRONIC
MARKETPLACES.

We expect to continue to enter into strategic adless with other market participants, such as rbtalers, exchanges, energy companies,
market makers, consortia, clearinghouses, majokehaarticipants and technology companies, in ordéncrease client access to and use of
our electronic marketplaces. We cannot assure lyatue will be able to continue to enter into thesategic alliances on terms that are
favorable to us, or at all. In addition, we canassure you that our current strategic alliancelsbgilsuccessful. The success of our current anc
future relationships will depend on the amountaiéased trading in our electronic marketplacestlamdiquidity generated therein. These
arrangements may not generate the expected nurhbewcclients or increased trading volume we apekisg.

TO INCREASE AWARENESS OF OUR ELECTRONIC MARKETPLACE S, WE MAY NEED TO INCUR SIGNIFICANT
MARKETING EXPENSES.

To successfully execute our business plan, we buikt awareness and understanding of our electroaidketplace services, software
products, brand and the adaptability of our eledtronarketplaces for non-financial vertical markdsorder to build this awareness, our
marketing efforts must succeed and we must pravigle quality services. These efforts may requirgouscur significant expenses. We
cannot assure you that our marketing efforts vélsbiccessful or that the allocation of funds teé¢hmarketing efforts will be the most
effective use of those funds.

IF WE EXPERIENCE COMPUTER SYSTEMS FAILURES OR CAPAC ITY CONSTRAINTS, OUR ABILITY TO CONDUCT OUR
OPERATIONS COULD BE HARMED.

We internally support and maintain many of our catep systems and networks. Our failure to monitanaintain these systems and
networks or, if necessary, to find a replacementtis technology in a timely and cost-effectivermar would have a material adverse effect
on our ability to conduct our operations.

We also rely and expect to rely on third partiesviarious computer and communications systems, asi¢telephone companies, online ser
providers, data processors, clearance organizatiotisoftware and hardware vendors. Our systentspee of our thirggarty providers, ma
fail or operate slowly, causing one or more offihllowing:

0 unanticipated disruptions in service to our dben

o slower response times;

o delays in our clients' trade execution;

o failed settlement of trades;

o incomplete or inaccurate accounting, recordingrocessing of trades;
o financial losses;
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o litigation or other client claims; and
o regulatory sanctions.

We experienced systems and telecommunicationséaiin connection with the terrorist attacks oft8epber 11, 2001. We cannot assure
that we will not experience additional systemsuias in the future from power or telecommunicatitailsire, acts of God or war, terrorist
attacks, human error, natural disasters, fire, pdogs, sabotage, hardware or software malfuncwmefects, computer viruses, intentional
acts of vandalism and similar events. Any systeitariathat causes an interruption in service oreases the responsiveness of our service,
including failures caused by client error or misneur systems, could damage our reputation, lessiand brand name.

IF WE DO NOT EFFECTIVELY MANAGE OUR GROWTH, OUR EXI STING PERSONNEL AND SYSTEMS MAY BE
STRAINED AND OUR BUSINESS MAY NOT OPERATE EFFICIENT LY.

In order to execute our business plan, we must gignificantly. This growth will place significastrain on our personnel, management
systems and resources. We expect that the numioerr @mployees, including technical and manageneet-employees, will increase for
the foreseeable future. We must continue to impmueoperational and financial systems and manapesintrols and procedures, and we
need to continue to expand, train and manage obnieal workforce. We must also maintain close dowtion among our technical,
compliance, accounting, finance, marketing andssatganizations. We cannot assure you that wemmdhage our growth effectively, and
failure to do so could result in our business opeganefficiently.

WE OPERATE IN A RAPIDLY EVOLVING BUSINESS ENVIRONMET. IF WE ARE UNABLE TO ADAPT OUR BUSINESS
EFFECTIVELY TO KEEP PACE WITH THESE CHANGES, OUR BRATIONS WILL BE ADVERSELY AFFECTED.

The pace of change in our market is extremely rapjukrating in such a rapidghanging business environment involves a high degfeisk
Our success will depend on our ability to adapaffely to these changing market conditions.

IF WE ARE UNABLE TO KEEP UP WITH RAPID TECHNOLOGICA L CHANGES, WE MAY NOT BE ABLE TO COMPETE
EFFECTIVELY.

To remain competitive, we must continue to enhamzkimprove the responsiveness, functionality, s&ibdity and features of our
proprietary software, network distribution systesnsl technologies. The financial services and e-ceroenindustries are characterized by
rapid technological changes, changes in use aedtakquirements and preferences, frequent pra@hetservice introductions embodying
new technologies and the emergence of new indstndards and practices that could render ourigiptoprietary technology and systems
obsolete. Our success will depend, in part, orability to:

o develop and license leading technologies usefaur business;
0 enhance our existing services;

o develop new services and technologies that asldnesincreasingly sophisticated and varied neédsroexisting and prospective clients;
and

o respond to technological advances and emergihgsiry standards and practices on a cost-effeatidetimely basis.
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The development of proprietary electronic tradieghinology entails significant technical, finan@all business risks. Further, the adoptio
new Internet, networking or telecommunications texdbgies may require us to devote substantial ressuto modify and adapt our services.
We cannot assure you that we will successfully am@nt new technologies or adapt our proprietafyrtelogy and transaction-processing
systems to client requirements or emerging industaipdards. We cannot assure you that we will betalrespond in a timely manner to
changing market conditions or client requirements.

IF WE WERE TO LOSE THE SERVICES OF MEMBERS OF MANEGENT AND EMPLOYEES WHO POSSESS SPECIALIZED
MARKET KNOWLEDGE AND TECHNOLOGY SKILLS, WE MAY NOTBE ABLE TO MANAGE OUR OPERATIONS EFFECTIVELY
OR DEVELOP NEW ELECTRONIC MARKETPLACES.

Our future success depends, in significant parthercontinued service of Howard Lutnick, our Chrain, Chief Executive Officer and
President, and our other executive officers andagers and sales and technical personnel who possiessive knowledge and technology
skills in our markets. We cannot assure you thatwveld be able to find an appropriate replacemenMtr. Lutnick if the need should arise.
Any loss or interruption of Mr. Lutnick's servicesuld result in our inability to manage our opearas effectively and/or develop new
electronic marketplaces. We have not entered imjol@yment agreements with any of our executivecef or other personnel, and while we
intend to acquire reasonable amounts of "key péigferinsurance, we do not as of yet have "keyspat' life insurance policies on any of our
executive officers or personnel. All of the membefrsur senior management team are also officarsners or key employees of Cantor. /
result, they dedicate only a portion of their pssienal efforts to our business and operationscilimot assure you that the time these pe
devote to our business and operations in the futilide adequate and that we will not experiencadverse effect on our operations due to
the demands placed on our management team byotheir professional obligations. We intend to sttiv@rovide high quality services that
will allow us to establish and maintain long-terefationships with our clients. Our ability to dowdl depend, in large part, upon the
individual employees who represent us in our dgaliwith clients. The market for qualified programséechnicians and sales persons is
extremely competitive and has grown more so inmeperiods as electronic commerce has experienmsutly. We cannot assure you that we
will be successful in our efforts to recruit anthie the required personnel.

IF CANTOR OR WE ARE UNABLE TO PROTECT THE INTELLEGQJAL PROPERTY RIGHTS WE LICENSE FROM CANTOR OR
OWN, OUR ABILITY TO OPERATE ELECTRONIC MARKETPLACEMAY BE MATERIALLY ADVERSELY AFFECTED.

Our business is dependent on proprietary technaoglyother intellectual property rights. We licensast of our patented technology from
Cantor. The license arrangement is exclusive, exiogpe event that (1) we are unwilling to provideCantor any requested services covered
by the patents with respect to a marketplace amdo€alects not to require us to do so, or we aable to provide such services or (2) we do
not exercise our right of first refusal to provimdeCantor electronic brokerage services with resfea marketplace, in which case Cantor
retains a limited right to use the patents andmapplications solely in connection with the opieraof that marketplace. We cannot
guarantee that the concepts which are the sulfj¢ice patents and patent applications covered déyicense from Cantor or that we own are
patentable or that issued patents are or will e ead enforceable. Where patents are granteaeittS., we can give no assurance that
equivalent patents will be granted in Europe oewtsere, as a result of differences in local lavisciing patentability and validity. Moreover,
we cannot guarantee that Cantor's issued pateots @gssued patents are valid and enforceabléatrthird parties competing or intending to
compete with us will not infringe any of these prite Despite precautions we or Cantor has takenagyrtake to protect our intellectual
property rights, it is possible that third partireay copy or otherwise obtain and use our propgetehnology without authorization. It is also
possible that third parties may independently dgvétchnologies similar to ours. It may be diffidiar us to monitor unauthorized use of our
proprietary technology and intellectual properghts. We cannot assure you that the steps we h&ga will prevent misappropriation of our
technology or intellectual property rights.
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We use our eSpeed(R) registered service mark éosehvices described herein and have registerédehdace mark in a number of
jurisdictions around the world. Although severaiséirg thirc-party registrations and applications for tradersakd servicemarks consisting
of designations similar to ours in certain coursttiave come to light, they are for goods and seswicat are of a different type from those
being offered under our eSpeed(R) registered semark. Although we are not presently aware oftaing-party objections to our use or
registration of our eSpeed(R) registered servicknmathese countries, and believe we could detegainst any third-party claims asserted in
these countries, such registrations and applicattonld potentially affect the registration, andiimit our use, of our eSpeed(R) registered
service mark in these countries, thereby requitisigp adopt and use another service mark for ouicgs in such countries.

IF IT BECOMES NECESSARY TO PROTECT OR DEFEND OUR INTELLECTUAL PROPERTY RIGHTS, WE MAY HAVE TO
RESORT TO COSTLY LITIGATION.

We may have to resort to litigation to enforce imtellectual property rights, protect our traderséx; determine the validity and scope of the
proprietary rights of others or defend ourselvesnficlaims of infringement, invalidity or unenforedéty. We may incur substantial costs and
diversion of resources as a result of litigatiorgreif we win. In the event we do not win, we mayé to enter into royalty or licensing
agreements. We cannot assure you that an agre®roelat be available to us on reasonable terms,aflat

IF OUR SOFTWARE LICENSES FROM THIRD PARTIES ARE TER MINATED, OUR ABILITY TO OPERATE OUR BUSINESS
MAY BE MATERIALLY ADVERSELY AFFECTED.

We license software from third parties, such aaltde software, much of which is integral to ostesys and our business. The licenses are
terminable if we breach our obligations under iberise agreements. If any of these relationshipe teeminated or if any of these third
parties were to cease doing business, we may beddo spend significant time and money to repthedicensed software. However, we
cannot assure you that the necessary replaceméhite available on reasonable terms, if at all.

IF THE STRENGTH OF OUR DOMAIN NAMES IS DILUTED, THE VALUE OF OUR PROPRIETARY RIGHTS MAY
DECREASE.

We own many Internet domain names, including "wvegezd.com." The regulation of domain names in & &hd in foreign countries m
change and the strength of our names could beadillWe may not be able to prevent third partiesfexquiring domain names that infringe
or otherwise decrease the value of our trademanttother proprietary rights.

IF WE INFRINGE ON PATENT RIGHTS OR COPYRIGHTS OF OT HERS, WE COULD BECOME INVOLVED IN COSTLY
LITIGATION.

Patents or copyrights of third parties may havérgyortant bearing on our ability to offer certaifoar products and services. We cannot
assure you that we are or will be aware of all pEter copyrights containing claims that may posislaof infringement by our products and
services. In addition, patent applications in th8.lhre generally confidential until a patent &1ed. As a result, we cannot evaluate the exten
to which our products and services may be coveredgerted to be covered by claims contained idipgrpatent applications. In general, if
one or more of our products or services were tongé patents held by others, we may be requirestici developing or marketing the
products or services, to obtain licenses to devat@pmarket the services from the holders of thers or to redesign the products or sen

in such a way as to avoid infringing on the patdaims, which could limit the manner in which wendaict our operations.
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DUE TO INTENSE COMPETITION, OUR MARKET SHARE AND FI NANCIAL PERFORMANCE COULD SUFFER.

The electronic trading and Internet-based finaremal non-financial services markets are highly cetitipe and many of our competitors are
more established and have greater financial reesuh@an us. We expect that competition will intgnisi the future. Many of our competitors
also have greater market presence, engineeringiarkkting capabilities and technological and pemsbresources than we do. As a resul
compared to us, our competitors may:

o develop and expand their network infrastructames service offerings more efficiently or more dulye
0 adapt more swiftly to new or emerging technolsgiad changes in client requirements;

o take advantage of acquisitions and other oppitiesmmore effectively;

o devote greater resources to the marketing aedo$aheir products and services; and

o leverage existing relationships with clients atrdtegic partners more effectively or exploit mareognized brand names to market and sell
their services.

Our current and prospective competitors are nunseand include interdealer brokerage firms, techmplmmpanies and market data and
information vendors, securities and futures exclhanglectronic communications networks, crossirsgesys, software companies, consortia,
business-to-business marketplace infrastructuregpaoms and niche market energy and other commbdginess- to-business Internet-based
trading systems.

We believe that we may also face competition frangé computer software companies, media and tesgypalompanies and some securities
brokerage firms that are currently our clients.

The number of businesses providing Internet-baiseadial and non-financial services is rapidly giregy and other companies, in addition to
those named above, have entered into or are forjoingventures or consortia to provide servicesilsir to those provided by us. Others may
acquire the capabilities necessary to compete wgtthrough acquisitions.

In the event we extend the application of our ktéve Matching(SM) technology to conducting orilitating auctions of consumer goods
and services over the Internet, we expect to coenpéh both online and traditional sellers of theseducts and services. The market for
selling products and services over the Internatis, rapidly evolving and intensely competitive.r@at and new competitors can launch |
sites at a relatively low cost. We expect we wiltgntially compete with a variety of companies wigspect to each product or service we
offer. We may face competition from a number ofeotlarge Internet companies that have expertisieueloping online commerce and in
facilitating Internet traffic, which could choos®¢ompete with us either directly or indirectlydbgh affiliations with other e-commerce
companies. We cannot assure you that we will be btompete effectively with such companies.

BECAUSE SOME OF OUR CLIENTS HAVE INVESTED IN CONSOR THAT HAVE DEVELOPED ELECTRONIC TRADING
NETWORKS, WE COMPETE WITH THEM IN CERTAIN ASPECTSFODUR BUSINESS

Consortia owned by some of our clients have dewslagdectronic trading networks. Such consortia cetmpvith us and our electronic
marketplaces in some areas of our business anadomagete with us in other areas in the future.
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IF WE EXPERIENCE LOW TRADING VOLUME IN PRODUCTS, OU R PROFITABILITY COULD SUFFER.

We have experienced significant fluctuations indhgregate trading volume of products being tradexir marketplaces. We expect that
fluctuations in the trading volume of products rddn our marketplaces will occur in the futurenfrtime to time and have a direct impact on
our future operating results. This may cause sitanit fluctuations in our profitability when thetling volumes are low.

IF ADVERSE ECONOMIC AND POLITICAL CONDITIONS OCCURSUBSTANTIAL DECLINES IN THE U.S. AND GLOBAL
FINANCIAL SERVICES MARKETS MAY RESULT AND OUR PROHIABILITY COULD SUFFER.

The global financial services business is, by @gire, risky and volatile and is directly affectgdmany national and international factors that
are beyond our control. Any one of these factorg nsase a substantial decline in the U.S. and gfatencial services markets, resulting in
reduced trading volume and turnover. These eventlhave a material adverse effect on our prafitgbThese factors include:

o economic and political conditions in the U.S. afgkwhere in the world;

o terrorist attacks or war;

0 concerns over inflation and wavering institutido@nsumer confidence levels;

o the availability of cash for investment by mutfuaids and other wholesale and retail investors;

o fluctuating interest and exchange rates;

o legislative and regulatory changes; and

o0 currency values.

BECAUSE THERE IS LESS U.S. TREASURY DEBT OUTSTANDING, TRADING IN OUR MARKETPLACES MAY DECLINE.

Our business is highly dependent upon the volummaotis being traded through our eSpeed(R) sysfahe U.S. reduces its outstanding
Treasury debt, there may be a decline in the voloht¢S. Treasury securities traded through oure8(R) system.

BECAUSE WE EXPECT TO CONTINUE TO EXPAND OUR OPERAINS OUTSIDE NORTH AMERICA, WE MAY FACE SPECIAL
ECONOMIC AND REGULATORY CHALLENGES THAT WE MAY NOTBE ABLE TO MEET.

We operate electronic marketplaces throughout Euamg Asia and we plan to further expand our ofmerathroughout these regions and
other regions in the future. There are certainsriskerent in doing business in international mekgarticularly in the regulated brokerage
industry. These risks include:

o less developed automation in exchanges, depiesitand national clearing systems;
0 unexpected changes in regulatory requirementffstand other trade barriers;

o difficulties in staffing and managing foreign ogtons;

o fluctuations in exchange rates;
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o reduced protection for intellectual property tigh
o seasonal reductions in business activity dutimgsummer months; and
o potentially adverse tax consequences.

We are required to comply with the laws and reguiest of foreign governmental and regulatory autiesiof each country in which we
conduct business. These may include laws, rulesegudations relating to any aspect of the seagritiusiness, including sales methods,
capital structure, record-keeping, broker-dealer @mployee registration requirements and the cdrafuttirectors, officers and employees.
Any failure to develop effective compliance andagimg systems could result in regulatory penaliiethe applicable jurisdiction.

The growth of the Internet as a means of condudtitegnational business has also raised many legaés regarding, among other things, the
circumstances in which countries or other jurisdits have the right to regulate Internet servibes may be available to their citizens from
service providers located elsewhere. In many célserse are no laws, regulations, judicial decisiongovernmental interpretations that
clearly resolve these issues. This uncertainty athsersely affect our ability to use the Interne¢xpand our international operations, and
creates the risk that we could be subject to diseipy sanctions or other penalties for failurectonply with applicable laws or regulations.

AS WE ENTER NEW MARKETS, WE MAY NOT BE ABLE TO SUCC ESSFULLY ADAPT OUR TECHNOLOGY AND
MARKETING STRATEGY FOR USE IN THOSE MARKETS.

We are leveraging our eSpeed(R) system to entemmanikets. We cannot assure you that we will be tabseiccessfully adapt our proprietary
software, electronic distribution networks and tealbgy for use in other markets. Even if we do adap software, networks and technolo
we cannot assure you that we will be able to attents and compete successfully in any such mewkets. We cannot assure you that our
marketing efforts or our pursuit of any of thespaypunities will be successful. If these efforts aot successful, we may realize less than
expected earnings, which in turn could result dearease in the market value of our Class A comstark. Furthermore, these efforts may
divert management attention or inefficiently ulinur resources. We intend to create electroni&etglaces for many vertical markets and
extend into others, but there is no guaranteevtbatill be able to do so.

IF WE ACQUIRE OTHER COMPANIES, WE MAY NOT BE ABLE T O INTEGRATE THEIR OPERATIONS EFFECTIVELY.

Our business strategy contemplates expansion thregacquisition of exchanges and other compami®sding services or having
technologies and operations that are complemetaasyrs. Acquisitions entail numerous risks, inahgd

o difficulties in the assimilation of acquired opgons and products;

o diversion of management's attention from othairi®ss concerns;

o assumption of unknown material liabilities of mitgd companies;

0 amortization of acquired intangible assets, whichild reduce future reported earnings; and
o potential loss of clients or key employees ofuarggl companies.
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We cannot assure you that we will be able to irstegsuccessfully any operations, personnel, serdceroducts that might be acquired in
future, and our failure to do so could adversefgafour profitability and the value of our Classdmmon stock.

BECAUSE OUR BUSINESS IS SUBJECT TO EXTENSIVE GOVERNMVMENT AND OTHER REGULATION, WE MAY FACE
RESTRICTIONS WITH RESPECT TO THE WAY WE CONDUCT OUR OPERATIONS.

The Securities and Exchange Commission, NASD Réguladnc., Commodity Futures Trading Commissiod ather agencies extensively
regulate the U.S. financial industry. Our interoatl operations may become subject to similar eguis in specific jurisdictions. In
addition, our activities in the Energy Vertical mag subject to regulation by the Federal EnergyuiRégry Commission under the Federal
Power Act. Certain of our U.S. subsidiaries aresiteql to comply strictly with the rules and regidas of these agencies. As a matter of
public policy, these regulatory bodies are resgdador safeguarding the integrity of the secusitid other financial markets and protecting
the interests of investors in those markets. Mspeets of our U.S. broker-dealer subsidiaries myiehyhregulated, including:

o the way we deal with our clients;

0 our capital requirements;

o our financial and Securities and Exchange Comariseporting practices;
o required record keeping and record retentionguores;

o the licensing of our employees; and

o the conduct of our directors, officers, employaed affiliates.

If we fail to comply with any of these laws, rulesregulations, we may be subject to censure, fioegse-andesist orders, suspension of
business, suspensions of personnel or other sasctiwluding revocation of registration as a bredtealer. Changes in laws or regulations or
in governmental policies could have a material aslveffect on the conduct of our business. Thesaags have broad powers to investigate
and enforce compliance and punish non-compliante théir rules and regulations. We cannot assuuetlyat we and/or our directors,
officers and employees will be able to fully complith, and will not be subject to, claims or actdry these agencies.

The products and services we offer through ourtelaic marketplaces are likely to be regulateddxjefal, state and foreign governments.
Our ability to provide such services will be afiettby these regulations. In addition, as we exmamdusiness to other vertical markets, it is
likely that we will be subject to additional fedkerstate and foreign regulations. The implementatibunfavorable regulations or unfavorable
interpretations of existing regulations by countsegulatory bodies could require us to incur digant compliance costs or cause the
development of affected markets to become impraictic

BECAUSE WE ARE SUBJECT TO RISKS ASSOCIATED WITH NET CAPITAL REQUIREMENTS, WE MAY NOT BE ABLE TO
ENGAGE IN OPERATIONS THAT REQUIRE SIGNIFICANT CAPIT AL.

The Securities and Exchange Commission, CommodityrEs Trading Commission and various other regofeigencies have stringent rt
and regulations with respect to the maintenanapetific levels of net capital by regulated companNet capital is the net worth of a broker
or dealer, less deductions for certain types oftas# a firm fails to maintain the required napdal, it may be subject to suspension or
revocation of registration by the
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Securities and Exchange Commission or CommodityréstTrading Commission, and suspension or expulsiadhese regulators could
ultimately lead to the firm's liquidation. If theset capital rules are changed or expanded, beiktis an unusually large charge against net
capital, operations that require the intensiveafsepital would be limited. Also, our ability toithhdraw capital from broker-dealer
subsidiaries could be restricted, which in turniddimit our ability to pay dividends, repay debitcaredeem or purchase shares of our
outstanding stock. A large operating loss or chaggnst net capital could adversely affect oulitglib expand or even maintain our present
levels of business, which could have a materiakesbs effect on our business. In addition, we mapime subject to net capital requirements
in foreign jurisdictions.

BECAUSE WE OFFER ACCESS TO SOME OF OUR MARKETPLACES ONLINE RETAIL BROKERS AND OTHERS, WE ARE
SUBJECT TO RISKS RELATING TO UNCERTAINTY IN THE RBAATION OF THE INTERNET.

There are currently few laws or regulations tha&tcscally regulate communications or commercetmnlnternet. However, laws and
regulations may be adopted in the future that asddissues such as user privacy, pricing, taxatidrltae characteristics and quality of
products and services. For example, the Telecontatiaons Act sought to prohibit transmitting varidypes of information and content over
the Internet. Several telecommunications compamaes petitioned the Federal Communications Comonisi regulate Internet service
providers and other online service providers inaner similar to long distance telephone carriatsta impose access fees on those
companies. This could increase the cost of tratisigitiata over the Internet. Moreover, it may tgkars to determine the extent to which
existing laws relating to issues such as propestyership, libel and personal privacy are applicablthe Internet. Any new laws or
regulations relating to the Internet could adversélect our business.

BECAUSE BROKERAGE SERVICES INVOLVE SUBSTANTIAL RISK S OF LIABILITY, WE MAY BECOME SUBJECT TO
RISKS OF LITIGATION.

Many aspects of our business, and the businesses dfients, involve substantial risks of liahjliDissatisfied clients frequently make cla
regarding quality of trade execution, improperlitled trades, mismanagement or even fraud agdiestservice providers. We and our
clients may become subject to these claims asethdtrof failures or malfunctions of systems amises provided by us and third parties
may seek recourse against us. We could incur gignif legal expenses defending claims, even thab®w merit. An adverse resolution of
any lawsuits or claims against us could resultunabligation to pay substantial damages.

In addition, we are subject to legal proceedings@aims against Cantor and its affiliates as alted the transactions surrounding our
formation. Although Cantor has agreed to indemugyagainst claims or liabilities arising from ossats or operations prior to the formation
transactions, we cannot assure you that such clainitgyation will not harm our business.

IF WE CANNOT DETER EMPLOYEE MISCONDUCT, WE MAY BEH ARMED.

There have been a number of highly publicized casadving fraud or other misconduct by employeeshie financial services industry in
recent years, and we run the risk that employeeaniduct could occur. Misconduct by employees cadtlde hiding unauthorized or
unsuccessful activities from us. In either casis, tifpe of conduct could result in unknown and unaged risks or losses. Employee
misconduct could also involve the improper usearfficlential information, which could result in rdgtory sanctions and serious reputational
harm. It is not always possible to deter employé&eanduct, and the precautions we take to prevahtatect this activity may not be
effective in all cases.
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BECAUSE OUR BUSINESS IS DEVELOPING, WE CANNOT PREDICT OUR FUTURE CAPITAL NEEDS OR OUR ABILITY TO
SECURE ADDITIONAL FINANCING.

We anticipate, based on management's experienceuarght industry trends, that our existing castoveces will be sufficient to meet our
anticipated working capital and capital expenditeguirements for at least the next 12 months. Hewave believe that there are a
significant number of capital intensive opportusstifor us to maximize our growth and strategictpwsi including, among other things,
acquisitions, joint ventures, strategic alliancestber investments. As a result, we may needise rdditional funds to:

o0 increase the regulatory net capital necessasygport our operations;

0 support more rapid growth in our business;

o develop new or enhanced services and products;

o respond to competitive pressures;

0 acquire complementary technologies;

o0 enter into strategic alliances;

0 acquire companies with marketplace or other §ipetdmain expertise; and

o respond to unanticipated requirements.

We cannot assure you that we will be able to olddulitional financing when needed on terms thataoeptable, if at all.

THE MARKET PRICE OF OUR CLASS A COMMON STOCK HAS BICTUATED AND MAY FLUCTUATE IN THE FUTURE, AND
FUTURE SALES OF OUR SHARES COULD ADVERSELY AFFECHE MARKET PRICE OF OUR CLASS A COMMON STOCK.

The market price of our Class A common stock hactflated widely since our initial public offeringcdamay continue to fluctuate widely,
depending upon many factors, including our perakm®spects and the prospects of the financialogimer business-tbusiness marketplac

in general, differences between our actual findrasid operating results and those expected by ioseand analysts, changes in analysts'
recommendations or projections, seasonality, cteimgeneral valuations for Internet and e-commestated companies, changes in general
economic or market conditions and broad marketdiaiions.

Future sales of our shares also could adversedgtatie market price of our Class A common stoicut existing stockholders sell a large
number of shares, or if we issue a large numbshafes of our common stock in connection with Ritcquisitions, strategic alliances or
otherwise, the market price of our Class A comntookscould decline significantly. Moreover, the geption in the public market that these
stockholders might sell shares of Class A commockstould depress the market price of our Classiroon stock.

We have registered under the Securities Act 100880shares of our Class A common stock, whicheserrved for issuance upon exercise of
options granted under our stock option plan. Smaestock option plan has been amended to inctbaseamount of shares available for
issuance under our stock option plan, we will fkedgister additional shares. In addition, if wergmse our total outstanding shares of
common stock, we will register additional share€tz#fss A common stock so that the stock availadniéstuance under our stock option plan
will be registered. Once registered, these shamede sold in the public market upon issuance gstibp restrictions
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under the securities laws applicable to resalesffiljates. In addition, we have registered under Securities Act 425,000 shares of our Class
A common stock issuable under our stock purchaame plVe also will be issuing new shares of our Chassmmon stock in connection with
our matching program for our 401(k) plan. The maximnumber of new shares we will be issuing in ceotina with our 401(k) plan is

$3,000 worth per employee per year.

Since June 9, 2001, approximately 5.9 million shafeour Class A common stock that have been diged to partners of Cantor as part of a
deferred stock distribution by Cantor have beegildi for resale in the public market subject tdeR1A4 under the Securities Act. On June 9,
2002, approximately 4,160,000 of these shares raagdwnld in the public market pursuant to Rule kjdfider the Securities Act. The
availability for sale of such number of shares rhaye an adverse effect on the market price of tagCA common stock.

In addition, we have issued shares of our ClaserAnson stock, warrants and convertible preferredksémd have granted registration rights
in connection with certain of our strategic alliaacSee "ltem 13. Certain Relationships and Relbtadsactions."

RISKS RELATED TO OUR RELATIONSHIP WITH CANTOR

BECAUSE WE CONTINUE TO DEPEND ON CANTOR'S BUSINESS/ENTS WHICH ADVERSELY AFFECT CANTOR'S
BUSINESS, INCLUDING A SALE, DISSOLUTION, LIQUIDATI OR WINDING-UP OF CANTOR, MAY HAVE A MATERIAL
ADVERSE EFFECT ON OUR REVENUES.

Since inception, we have recognized a significamtipn of our revenues in connection with our rielaship with Cantor. Consequently, our
business has been adversely affected by the effélce September 11 Events on Cantor's business:-S€he events of September 11, 2001
have had and will continue to have an adverse teffieour business." It is possible that, becaugsbeBeptember 11 Events, Cantor may not
continue to satisfy the governmental regulatoryunegnents necessary for it to continue to providamnce and settlement for the trades
made over our eSpeed(R) system. If Cantor canioeig® clearance and settlement services for usyil@ave to find a third party to

provide such services or provide such servicesebwes. There is no guarantee we will be able td &in alternative provider of clearance and
settlement services and, even if we do, we ardyltceencounter difficulties in transitioning toyasuch provider. Moreover, such alternative
provider may charge more or less than Cantor diddich services, which may negatively affect osults of operations. In addition, any
other future events which adversely affect Cantmusiness or operating results, including a sassotution, liquidation or winding-up of all
or a material portion of Cantor's business, coaldeha material adverse effect on our most sigmifisaurce of revenues. We also are a
general creditor of Cantor to the extent that tta@estransaction revenues and software soluti@sdwing to us from Cantor. Events that
adversely affect Cantor's financial position asdaibility to remit to us our share of transactiemenues and software solutions fees could

a material adverse effect on our revenues.

CONFLICTS OF INTEREST AND COMPETITION WITH CANTOR M  AY ARISE.

Various conflicts of interest between us and Cantay arise in the future in a number of areasirgjab our past and ongoing relationships,
including competitive business activities, potdraiequisitions of businesses or properties, thetiele of new directors, payment of dividen
incurrence of indebtedness, tax matters, finamgaimitments, marketing functions, indemnity arrangats, service arrangements, issuances
of our capital stock, sales or distributions by t@ainf its shares of our common stock and the ésefazy Cantor of control over our
management and affairs. Our Amended and RestaierdSkrvices Agreement, as currently in effect (hant Services Agreement”), with
Cantor provides that, in some circumstances, Caaounilaterally determine the
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commissions that will be charged to clients foeefing trades in marketplaces in which we collatmvéth Cantor. The determination of the
nature of commissions charged to clients doesffettehe allocation of revenues that Cantor andshere with respect to those transactions.
However, in circumstances in which Cantor determitwecharge clients lower commissions, the amdattwe receive in respect of our sh

of the commissions will be correspondingly decrdageirsuant to our Administrative Services Agreemeth Cantor, Cantor is required to
obtain for us, among other things, property andiatg insurance of not less than $40 million andibess interruption insurance of $25
million. Cantor has procured insurance coverageifon these respective amounts; however, we staglion this insurance policy as one of
several insured parties, together with Cantor averal of its affiliates. This insurance policyfas aggregate amounts in excess of the
amounts set forth above. The Administrative Ses/isgreement does not provide for the allocatiothefproceeds among the named
insureds. Because Cantor controls us and the &ibocaf the proceeds received from insurance, Ganay allocate the proceeds among the
insured parties in a manner with which we disagireet that may have an adverse effect on our finaograition.

Three of our directors and a majority of our offealso serve as directors and/or officers of Ga&inultaneous service as an eSpeed
director or officer and service as a director dicef, or status as a partner, of Cantor couldterea appear to create, potential conflicts of
interest when such directors, officers and/or pagrre faced with decisions that could have differmplications for us and for Cantor. Mr.
Lutnick, our Chairman, President and Chief Exe@i®fficer, is the sole stockholder of the managjageral partner of Cantor. As a result,
Mr. Lutnick controls Cantor. As of March 15, 200&s. Lutnick controlled approximately 90.9% of thenshined voting power of all classes
of our voting stock. Mr. Lutnick's simultaneous\see as our Chairman, President and Chief Exec@ifficer and his control of Cantor cot
create or appear to create potential conflictatafrest when Mr. Lutnick is faced with decisionattbould have different implications for us
and for Cantor.

BECAUSE OUR JOINT SERVICES AGREEMENT WITH CANTOR FAA PERPETUAL TERM AND CONTAINS NON-
COMPETITION PROVISIONS AND RESTRICTIONS ON OUR ABILY TO PURSUE STRATEGIC TRANSACTIONS, THIS
AGREEMENT MAY BECOME BURDENSOME TO OUR BUSINESS.

Although Cantor has agreed, subject to certain itiomg, not to compete with us in providing elediimbrokerage services, Cantor is
currently engaged in securities transaction andrdthancial instruments execution and processperations and other activities that are
related to the electronic trading services we mtevDur Joint Services Agreement obligates us tfmpe technology support and other
services for Cantor at cost, whether or not rel&tenlir electronic brokerage services, sets fdnthangoing revenue sharing arrangements
between Cantor and us and subjects us and Camontgompetition obligations. The Joint Servicesefgnent precludes us from entering
into lines of business in which Cantor now or i fbiture may engage, or providing, or assistingtairg party in providing, voice-assisted
brokerage services, clearance, settlement andirhefit services and related services, except uidéed circumstances. Although we
believe Cantor has no plans to form, acquire orroence any other operations similar to ours, thet ¥ervices Agreement permits Cantor to
perform, in limited circumstances, electronic bnalge operations. In addition, the Joint ServiceszAment imposes limitations on our abi
to pursue strategic alliances, joint ventures,naaships, business combinations, acquisitions anitbs transactions. Because the Joint
Services Agreement has a perpetual term, evereipwant of a breach by one of the parties, and oiegrovide for modification under its
terms, this agreement may become burdensome fanaysdistract us from focusing on our internal @piens, may deter or discourage a
takeover of our company and may limit our abilityetxpand our operations.
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BECAUSE AGREEMENTS BETWEEN US AND CANTOR ARE NOT BRESULT OF ARM'S-LENGTH NEGOTIATIONS, WE MAY
RECEIVE LOWER COMMISSIONS FROM, AND PAY HIGHER SERVE FEES TO, CANTOR THAN WE WOULD WITH RESPECT
TO THIRD PARTY SERVICE PROVIDERS.

In connection with the formation transactions, wéeeed into Assignment and Assumption Agreememtg\@ministrative Services
Agreement, a Joint Services Agreement and sevéral agreements with Cantor relating to the provisif services to each other and third
parties. These agreements are not the result ¢§-fngth negotiations because Cantor owns and csnislAs a result, the prices charge
us or by us for services provided under the agretesmaay be higher or lower than prices that maghagged by third parties and the term
these agreements may be generally less favorabie tttan those that we could have negotiated Wit parties.

BECAUSE WE DEPEND ON SERVICES AND ACCESS TO OPERATNG ASSETS PROVIDED BY THIRD PARTIES TO
CANTOR, WE MAY NOT HAVE RECOURSE AGAINST THOSE THIR D PARTIES.

Many of the assets and services provided by Camtder the terms of the Administrative Services &gnent are leased or provided to Cal

by third-party vendors. As a result, in the evefrd dispute between Cantor and a third-party vendercould lose access to, or the right to
use, as applicable, office space, personnel, catpeervices and operating assets. In such awaseould have no recourse with respect to
the third-party vendor. Our inability to use thegevices and operating assets for any reasondingany termination of the Administrative
Services Agreement between us and Cantor or tleeagnts between Cantor and third-party vendordd ceault in serious interruptions of
our operations.

OUR REPUTATION MAY BE AFFECTED BY ACTIONS TAKEN BY CANTOR AND ENTITIES THAT ARE RELATED TO
CANTOR.

Cantor currently is our most significant client.n@@ holds direct and indirect ownership and manege interests in numerous other entities
that engage in a broad range of financial senaceksecurities-related activities. Actions takendnd events involving, Cantor or these
related companies which are perceived negativetheysecurities markets, or the public generathylad have a material adverse effect on us
and could affect the price of our Class A commaelstIn addition, events which negatively affea fmancial condition of Cantor may
negatively affect us. These events could causeoC&mtose clients that may trade in our marketpdacould impair Cantor's ability to
perform its obligations under the Joint Servicese®gnent, the Administrative Services Agreementahdr agreements Cantor enters into
with us and could cause Cantor to liquidate investis, including by selling or otherwise transfegrghares of our common stock.

IF WE BECOME SUBJECT TO LITIGATION AND OTHER LEGAL PROCEEDINGS, WE MAY BE HARMED.

From time to time, we and Cantor may become inviinditigation and other legal proceedings relgtia claims arising from our and their
operations in the normal course of business. Castmurrently subject to a number of legal procegdithat could affect us. We cannot assure
you that these or other litigation or legal prodagd will not materially affect our ability to condt our business in the manner that we ex

or otherwise adversely affect us. See "ltem 3. LPgaceedings".

RISKS RELATED TO E-COMMERCE AND THE INTERNET

IF ELECTRONIC MARKETPLACES DO NOT CONTINUE TO GROW, WE WILL NOT BE ABLE TO ACHIEVE OUR
BUSINESS OBJECTIVES.

The success of our business plan depends on ditly &bicreate interactive electronic marketplafmsa wide range of products. Historically,
securities and commaodities markets operated thropgh outcry formats which have recently begunetsupplanted by new systems that
match buyers and sellers electronically. The energy
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markets in which we participate through TradeSmgérate through phone-based and bulletin-boarddtsriand have recently begun to
transact electronically. The utilization of our guzts and services depends on the continued acoeptadoption and growth of electronic
markets. We cannot assure you that the growth ecepsance of the use of electronic markets wiltioore.

IF E-COMMERCE AND INTERNET USAGE DOES NOT CONTINUE TO GR OW, WE WILL NOT BE ABLE TO ACHIEVE OUR
BUSINESS OBJECTIVES.

Our strategic and financial objectives would beaadgly impacted if e-commerce adoption and usage dot continue to grow. Business-to-
business use of the Internet as a medium of comanigi@ recent phenomenon and is subject to a bigh bf uncertainty. Internet usage may
be inhibited for a number of reasons, including:

0 access costs;

o inadequate network infrastructure;

0 security concerns;

o uncertainty of legal, regulatory and tax issusscerning the use of the Internet;
o concerns regarding ease of use, accessibilityelradbility;

o0 inconsistent quality of service; and

o lack of availability of cost-effective, high-spmkservice.

If Internet usage grows, the Internet infrastruetomray not be able to support the demands placéd arthe Internet's performance and
reliability may decline. Similarly, Web sites hageperienced interruptions in their service as alted outages and other delays occurring
throughout the Internet network infrastructurethiése outages or delays occur frequently, useeolfitiernet as a commercial or business
medium could grow more slowly or decline. Evemifdrnet usage continues to grow, online tradinpénwholesale securities markets, an
particular the fixed income securities and futuregkets, may not be accepted by our clients. Tdusdcnegatively affect the growth of our
business.

OUR NETWORKS AND THOSE OF OUR THIRD-PARTY SERVICRPVIDERS MAY BE VULNERABLE TO SECURITY RISKS,
WHICH COULD MAKE OUR CLIENTS HESITANT TO USE OUR EECTRONIC MARKETPLACES.

We expect the secure transmission of confidermnifarimation over public networks to be a criticarakent of our operations. Our networks
and those of our third-party service providersluding Cantor and associated clearing corporatiand,our clients may be vulnerable to
unauthorized access, computer viruses and otharigeproblems. Persons who circumvent securitysneas could wrongfully use our
information or cause interruptions or malfunctiomeur operations, which could make our clientsitaes to use our electronic marketplaces.
We may be required to expend significant resoutcgsotect against the threat of security breachés alleviate problems, including
reputational harm and litigation, caused by anybhes. Although we intend to continue to implenedtistrystandard security measures,
cannot assure you that those measures will becgrffi
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RISKS RELATED TO OUR CAPITAL STRUCTURE

BECAUSE THE VOTING CONTROL OF OUR COMMON STOCK ISOBICENTRATED AMONG THE HOLDERS OF OUR CLASS B
COMMON STOCK, THE MARKET PRICE OF OUR CLASS A COMMOSTOCK MAY BE ADVERSELY AFFECTED BY
DISPARATE VOTING RIGHTS.

As of March 15, 2002, Cantor beneficially owned mpgmately 90.4% of the combined voting power dfcddsses of our voting stock. As
long as Cantor beneficially owns a majority of tuenbined voting power of our common stock, it vadive the ability, without the consent of
the public stockholders, to elect all of the mershafrour board of directors and to control our nggamaent and affairs. In addition, it will be
able to determine the outcome of matters submittedvote of our stockholders for approval and bélable to cause or prevent a change in
control of our company. In certain circumstanchks,ghares of our Class B common stock issued tto€apon consummation of the
formation transactions may be transferred withamversion to our Class A common stock.

The holders of our Class A common stock and ClaserBmon stock have substantially identical rightssept that holders of our Class A
common stock are entitled to one vote per shardewblders of our Class B common stock are etitte10 votes per share on all matters to
be voted on by stockholders in general. This diffiial in the voting rights and our ability to issadditional Class B common stock could
adversely affect the market price of our Class Agmn stock.

DELAWARE LAW AND OUR CHARTER MAY MAKE A TAKEOVER OF OUR COMPANY MORE DIFFICULT AND DILUTE
YOUR PERCENTAGE OF OWNERSHIP OF OUR COMMON STOCK.

Provisions of Delaware law, such as its businessboation statute, may have the effect of delaydejerring or preventing a change in
control of our company. In addition, our Amended &estated Certificate of Incorporation authoritesissuance of preferred stock, which
our board of directors can create and issue witpaat stockholder approval and with rights serimthose of our common stock, as well as
additional shares of our Class B common stock aatlamts to purchase our common stock. Any suclaissms would make a takeover of our
company more difficult and may dilute your percgt@wnership of our common stock. Our Amended agstd®ed Certificate of
Incorporation and our Second Amended and Restagdda®'s include provisions which restrict the alildf our stockholders to take action
by written consent and provide for advance notizesfockholder proposals and director nominatidi&se provisions may have the effect of
delaying or preventing changes of control or manaagg of our company, even if such transactions dbalve significant benefits to our
stockholders. As a result, these provisions caniit the price some investors might be willing taypn the future for shares of our Class A
common stock.

DELAWARE LAW MAY PROTECT DECISIONS OF OUR BOARD OF DIRECTORS THAT HAVE A DIFFERENT EFFECT ON
HOLDERS OF OUR CLASS A AND CLASS B COMMON STOCK.

Stockholders may not be able to challenge deciglmmishave an adverse effect upon holders of cas<CA common stock if our board of
directors acts in a disinterested, informed mamvitlr respect to these decisions, in good faithiartie belief that it is acting in the best
interests of our stockholders. Delaware law gehepaibvides that a board of directors owes an edugy to all stockholders, regardless of
class or series, and does not have separate dioaddiduties to either group of stockholders, sabjo applicable provisions set forth in a
company's charter.
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ITEM 2. PROPERTIES

We have offices in the U.S., Europe and Asia. Quncjpal executive offices are temporarily locate®99 Park Avenue, New York, New
York. We do not have a written agreement to sulel¢lais space from Cantor and the amount, if anyamegoing to pay Cantor for the use of
this space has not been determined at this timesphce we occupy at 299 Park is inadequate faneeds, but we anticipate subleasing f
Cantor adequate space for our short-term need3baEast 57th Street, New York, New York, for whicantor has entered into a two-year
sublease for five floors. We are looking for permatrheadquarters space in the New York metropcéitea to occupy following the end of
our expected sublease from Cantor. Our largesepoesoutside of the New York metropolitan area isandon, where we have the right to
use approximately 15,000 square feet of Cantorsieg office space. Our right to use this spageires at the earlier of (1) the time that
Cantor's lease expires in 2016 or (2) when Cargases to be an affiliate of ours and Cantor asks vacate. We will pay Cantor
approximately $2.6 million annually for use of tkjgace. Additionally, we occupy approximately 18,8§uare feet of space in our
Concurrent Computing Center in Rochelle Park, Nergely and temporary space in Weehawken, New Jétgzypay Cantor approximately
$717,000 annually for the use of the Rochelle Rpdce.

ITEM 3. LEGAL PROCEEDINGS
eSpeed patent related legal proceedings

After we acquired the Wagner patent in April 208&,joined ETS, the prior patent owner, as a pfffiitilitigation pending in the United
States District Court for the Northern DistrictTafxas against the Board of Trade of the City ofc@ho and the Chicago Mercantile
Exchange, and in the Southern District of New Yaghkinst the New York Mercantile Exchange. The piffsnallege that the defendants in
each case infringed the Wagner patent. The coniplagek injunctive relief, a reasonable royaltgblie damages pursuant to 37 U.S.C.
$s5.284, attorneys' fee, interest and costs. Onb@ctt?, 2001, the Judge in the Texas case entarertar, following a hearing (usually
referred to as a Markman hearing) construing therd of the patent. We believe the ruling was gaheconsistent with our interpretation of
the scope of the patent.

Discovery in both the New York and Texas actiongrigoing. The New York Markman hearing is currestiheduled for April 15, 2002. Tl
New York case is set to be trial ready on JulyZ®?2, but that date will be postponed if dispositinotions are filed, which seems likely. 1
Texas action is scheduled for trial on August 2 There are pretrial orders in both cases whbrdntermediate deadlines for completion
of certain litigation tasks. There can be no assegdhese orders will not be further amended.

Although the ultimate outcome of these actions oabe ascertained at this time and the resultsgzlIproceedings cannot be predicted with
certainty, it is the opinion of management thatrésolution of these matters will not have a matextlverse effect on our financial condition
or results of operations.

Cantor related legal proceedings

In February 1998, Market Data Corporation contrdet@h Chicago Board Brokerage (a company contdalig the Chicago Board of Trade
and Prebon Yamane) to provide the technology faglactronic trading system to compete with Cantdriged States Treasury brokerage
business. Market Data Corporation is controlledrlsyCantor and Rodney Fisher, her nephew-in-lais.Cantor, a company under the
control of Iris Cantor referred to herein as Cariitzgerald Incorporated (CFl) and Rodney Fisherlianited partners of CFLP.

In April 1998, CFLP filed a complaint in the DelangaCourt of Chancery against Market Data Corponatins Cantor, CFl, Rodney Fisher
and Chicago Board Brokerage seeking an injunctimhaher remedies. The
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complaint alleges that Iris Cantor, CFl and RodRisher violated certain duties, including fiduciayties under Cantor's partnership
agreement, due to their competition with CFLP wéhpect to the electronic trading system mentiaiexe. CFLP believes Market Data
Corporation's technology for electronic tradingteyss would be of substantial assistance to congpgiit the wholesale market if providec
them. The complaint further alleges that MarketdD@orporation and Chicago Board Brokerage tortioungerfered with CFLP's partnership
agreement and aided and abetted Iris Cantor'ss @rdl Rodney Fisher's breaches of fiduciary dutyQantor, CFl and Rodney Fisher
counterclaimed seeking, among other things, (t¢torm agreements they have with CFLP and (2) &adeteon that CFLP breached the
implied covenant of good faith and fair dealing.

CFLP settled its dispute with Chicago Board Brogeran April 1999, and Chicago Board Brokerage sgbsatly announced it was
disbanding its operations.

On March 13, 2000, the Delaware Court of Chancelsdrin favor of CFLP, finding that Iris Cantor, C&hd Rodney Fisher had breached the
Partnership Agreement of CFLP, and that Market @atgporation had aided and abetted that breachcdte awarded CFLP declaratory
judgment relief and court costs and attorneys'. fEke defendants moved for-argument with respect to the award of fees antbcdastice
Steele adhered to his previous decision that CBELdmiitled to recover court costs and attornegs.fe

On November 5, 2001, Justice Steele entered arr @fdxeclaratory Judgment, which provides thatig Cantor, CFl and/or Rod Fisher,
through MDC or otherwise, wish to compete with CRirRts affiliates in a manner that could reasondid expected to harm a core business
of CFLP, they must obtain the written consent o BB Managing General Partner. On December 4, 2b@ldefendants filed notices of
appeal. The Delaware Supreme Court dismissed fheadpas interlocutory. The Court has yet to emfiamal order regarding fees and costs.

Two related actions are pending in New York. Iraaecpending in the Supreme Court of New York, fifRi@FLP alleges, among other
things, that defendants Market Data Corporation, € Cantor and Rodney Fisher misused confidgmiformation of CFLP in connection
with the above-mentioned provision of technolog¥ticago Board Brokerage. In a case filed in théddinStates District Court for the
Southern District of New York, CFl and Iris Cantdlege, among other things, that certain seniacef§ of CFLP breached fiduciary duties
they owed to CFI. The allegations in this lawsalate to several of the same events underlyingdiiet proceedings in Delaware.

Neither of these two cases had been pursued pribetMarch 13, 2000 decision in the court proaagslin Delaware. On May 15, 2000,
senior officers of CFLP who are defendants in #defal action in New York moved to dismiss the claimp against them on several grour
including, among other things, that matters thatvesljudicated against them in Delaware. Iris Qaatal CFl filed papers opposing the
motion to dismiss on June 5, 2000, and the defdadéed a reply on June 15, 2000.

On February 7, 2001, the court granted the motiatigmiss CFI's complaint. CFl and Iris Cantor agpe. In November 2001, the United
States Court of Appeals for the Second Circuit h@aal arguments. It has yet to render a decision.

On May 16, 2000, CFI filed an action in Delawarg@&tior Court, New Castle County, against CFLP aRd3Zoup Management, Inc.
(CFGM) seeking payment of $40 million allegedly quesuant to a settlement agreement in an eaitigation between the parties. The
complaint alleges that CFl is entitled to a dimee $40 million payment upon "an initial publicfefing of CFLP or of a successor to a mate
portion of the assets and business of CFLP..."dllEges that our initial public offering on Decemt®, 1999 triggered the payment
obligation under the settlement agreement. On &dpe 26, 2000, CFLP and CFGM filed an answer denlability. Following the events
of September 11, 2001, the action was stayed.
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On June 12, 2000, CFLP and CFGM filed a lawsuihanDelaware Court of Chancery against Iris Car@éil, and Rodney Fisher, seeking a
declaratory judgment that an Offer to Exchangesdi&fay 8, 2000 (the Exchange Offer), pursuant telwbertain partnership units in CFLP
could be exchanged for "e-units" that are entittececeive distributions of our stock from CFLPaartain future dates subject to certain
conditions, did not breach any fiduciary duty dnertvise violate Delaware law. On July 18, 2000,,@# Cantor and Rodney Fisher filed
their respective answers, affirmative defensesntyalaims and third-party claims, in which thegioled that certain special conditions
imposed upon them in connection with the Exchanffjer@nd not upon other partners effectively prdelditheir participation in the
Exchange Offer, violated the Partnership Agreem&@FLP and constituted a breach of fiduciary datyd that accepting those conditions
would conflict with their fiduciary duties to Mark®ata Corporation. CFl, Iris Cantor and RodneyhEisclaimed that CFGM and Howard
Lutnick, the Chairman, Chief Executive Officer esae shareholder of CFGM, the Managing Generaheadf CFLP, breached their
fiduciary duties and engaged in self-dealing ie@didly structuring our formation, the transfer sgets to us, the receipt of stock options,
salaries and other compensation by Howard Lutnick@ur other executives, and our initial publiceoiiig. They further alleged that CFGM
and Howard Lutnick converted Partnership asseté P&Rechnology assets) and intended to migratePRGHbrokerage business to us without
sharing our value with CFl, Iris Cantor and Rodfésher. Rodney Fisher also contends that we, wiéchas named as a third-party
defendant, aided and abetted these alleged breatfidaciary duties. Among other things, CFl, I@antor and Rodney Fisher requested the
removal of CFGM as the managing general partn€rifP, a declaration that CFGM and Howard Lutnickehbreached their fiduciary
duties to CFl, Iris Cantor and Rodney Fisher angeimeached the settlement agreement in an efitii@tion and the partnership agreement
of CFLP, a declaration that the Exchange Offerahdr certain of the amendments to the partneragieement are null and void, unspeci
damages and a constructive trust on any proceededdrom the challenged conduct. On Septembe@60, CFLP, CFGM, Howard
Lutnick and we responded to the counterclaims Isyvaning certain counterclaims and moving for disalisand for judgment on the
pleadings with respect to the counterclaims. Arguine@ the motions took place on March 15, 2001 NOmember 5, 2001, the Court issued
its opinion, granting the motion for judgment oe fleadings and finding that the Exchange Offeramdndments to the Partnership
Agreement are facially valid as to their terms arethods of enactment. In an Order of Declaratodgthent entered on the same day, the
Court declared, among other things, that the Exgh@ifer and Partnership Agreement amendmentsdethereto are valid and do not re:
from either a breach of the Partnership Agreemettiefiduciary duties of the CFLP Parties. It hat declared that the defendants are en
to participate in the Exchange Offer on the sanmadeas the other Limited Partners. On Decembe®@] 2he defendants filed notices of
appeal. The Delaware Supreme Court dismissed theadpas interlocutory.

Although we do not expect to incur any losses watpect to the pending lawsuits or supplementagations relating to Cantor and Cantor's
partnership agreement, Cantor has agreed to indemivith respect to any liabilities we incur aseault of any breach by Cantor of any
covenant or obligation contained in Cantor's pastni@ agreement and for any liabilities that aimed with respect to the litigation
involving Market Data Corporation, Iris Cantor, C&id Rodney Fisher.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
(&) The Company held its 2001 Annual Meeting ofcgbmlders (the Annual Meeting) on December 6, 2001.

(b) The following directors were elected at the AahMeeting and they are our only directors: Howatd_utnick, Lee M. Amaitis, Joseph
C. Noviello, Stephen M. Merkel, Richard C. Breedesury R. Carter and William J. Moran. John H. Daltwas elected to our Board by the
directors in February 2002.

(c) Set forth below is a description of the matterted upon at the Annual Meeting, including thenber of votes cast for, as well as the
number of votes withheld and broker non-votespasath nominee for election as a director and #setapproval of our 1999 Long-Term
Incentive Plan, as amended and restated.
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1. Election of seven directors, each to serve timilnext Annual Meeting of Stockholders and umilsuccessor is duly elected and qualified.

Name of w ITHHOLD BROKER
Candidate FOR A UTHORITY NON-VOTES
Howard W. Lutnick 298,288,647 2,205,307 0

Lee M. Amaitis 298,288,647 2,205,307 0

Joseph C. Noviello 298,288,647 2,205,307 0

Stephen M. Merkel 298,288,647 2,205,307 0

Richard C. Breeden 300,352,875 141,079 0

Larry R. Carter 300,352,875 141,079 0

William J. Moran 300,352,875 141,079 0

2. Approval of our 1999 Long-Term Incentive Plasamended and restated.
ONS  BROKER NON-VOTES

FOR AGAINST ABSTENTI

289,637,993 5,246,364 32,04 9 5,557,000
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PART Il
ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY A ND RELATED STOCKHOLDER MATTERS
PRICE RANGE OF CLASS A COMMON STOCK

Our Class A common stock was initially offeredte ppublic on December 10, 1999 at $22.00 per shtanas traded since that date on the
Nasdaq National Market under the symbol "ESPD.'oligh March 15, 2002, the high and low sales pificesur Class A common stock,
reported by Nasdaqg, were as follows:

High Low
2000
First QUarter......ccccoovvvevvveevcieeiieeeeeee $89.88  $36.50
Second QUANEr.......cceeeeeieiieiciiiieeeeeee 61.48 22.00
Third Quarter..... L 49.25 20.00
Fourth Quarter......cccovvveveveneeeieieeieeeee 30.00 13.25
2001
FirstQuarter .....ccoovvvvvvvieiiiiieeeeeeeeeeeee 34.75 13.63
Second QUANer.....cccveeeevvvviiciiiiieeeeeee 28.23 16.25
Third Quarner......cccccvvveeeeeees 19.94 7.44
Fourth Quarter......ccccvvvveveveeeeeeeieeeeeeeeee 9.00 4.60
2002 First Quarter (through March 15, 2002)........ ... 12.21 7.91

On March 15, 2002, the last reported closing poiceur Class A common stock on the Nasdaq Natideaket was $11.55 and there were
819 holders of record of our Class A common stauktavo holders of record of our Class B commonlstoc

DIVIDEND POLICY

We intend to retain our future earnings, if anyhétp finance the growth and development of ouinass. We have never paid a cash
dividend on our common stock and we do not expepaly any cash dividends on our common stock iridreseeable future.

In the event we decide to declare dividends onconrmon stock in the future, such declaration wélldubject to the discretion of our boart
directors. Our board of directors may take intooaitt such matters as general business conditionginancial results, capital requirements,
contractual, legal and regulatory restrictionstom payment of dividends by us to our stockholdetsyocour subsidiaries to us and any such
other factors as our board of directors may dedevaat.

USE OF PROCEEDS OF INITIAL PUBLIC OFFERING

The effective date of our registration statememgiBtration No. 333-87475) filed on FormilSelating to our initial public offering of Clags
common stock was December 9, 1999. In our initigdlie offering, we sold 7,000,000 shares of Clagsofmon stock at a price of $22.00
per share and Cantor Fitzgerald Securities, tHmgeitockholder, sold 3,350,000 shares of Clags@#mon stock at a price of $22.00 per

share. Our initial
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public offering was managed on behalf of the undigéers by Warburg Dillon Read LLC, Hambrecht & QuiShomas Weisel Partners LLC
and Cantor Fitzgerald & Co. The offering commenordecember 10, 1999 and closed on December 18, F98ceeds to us from our

initial public offering, after deduction of the ugmvriting discounts and commissions of approxima$dl0.0 million and offering costs of $¢
million, totaled approximately $139.6 million. Gfa $139.6 million raised, approximately $8.9 millioas been used to fund investments in
various entities, approximately $45.5 million haeb used to acquire fixed assets and to pay fatdhielopment of capitalized software,
approximately $8.9 million has been used to pureliangible assets and pay for the defense ohfsatand approximately $8.2 million has
been used for other working capital purposes. Engaining $68.1 million has been invested in reveepeirchase agreements which are fully
collateralized by U.S. Government Securities held custodial account at a third-party bank.

Of the amount of proceeds spent through Decemhe2@®11, approximately $18.0 million has been pai€antor under the Administrative
Services Agreement between Cantor and us.
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ITEM 6. SELECTED FINANCIAL DATA

In the table below, we provide you with our selddtéstorical financial data. We have prepared skesement of operations and statement of
financial condition data using our consolidateafinial statements for the years ended Decemb&@0B1, and December 31, 2000 and for the
period from March 10, 1999 (date of commencemeiwipefations) to December 31, 1999. The consolid@tedcial statements for these
periods were audited by Deloitte & Touche LLP, ipeledent auditors. The following selected finandeth should be read in conjunction

with "Item 7. Management's Discussion and Analg$iBinancial Condition and Results of Operationsgjinning on page 36 of this Report
and with our consolidated financial statementstaedotes thereto beginning on page 50 of this Repo

For the period from March 10,
1999 (date of commencement of
For the year ended  For the year ended ope rations) to December 31,
December 31, 2001 December 31, 2000 1999

Statement of operations data (in thousands,
except per share data):
Total revenues..........ccocoeveiiciniienns $124,969 $91,027 $34,661
Expenses:
Compensation and employee benefits.............. 53,437 53,963 21,502
Occupancy and equipment................ . 29,549 21,561 10,293
Professional and consulting fees....... . 10,568 13,036 5,149
Communications and client networks.............. 8,109 4,589 3,355
Marketing.......ccooverierenieninnennens 4,356 8,285 -
Administrative fees paid to related parties..... 9,798 6,524 1,662
Non-cash business partner securities(1)......... 1,223 32,041 -
Options granted to Cantor employees(2). . - - 2,850
Loss on unconsolidated investments(3) . 3,833 - -
Provision for September 11 Events, net(4)....... 13,323 -- --
Other.....oooiiiiie e 8,569 9,684 2,649
Total EXPENSES......eevivvieiiieeieeeieeas 142,765 149,683 47,460
Loss before (benefit) provision for

income taxes.........ccocveevieeenieennnen. (17,796) (58,656) (12,799)
Income tax (benefit) provision 531 406 (212)
NELIOSS...vveeeereeeeeeeeeeieneeen $(18,327) $(59,062) $(12,587)
Basic and diluted net loss per
Share.....cooveieiieeeeee e ($0.34) ($1.15) ($0.28)
Weighted average shares of common
stock outstanding..........cccooveeveiiennnnns 54,297 51,483 44,495
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December 31, 2001 December 31, 2000 December 31, 1999

Statement of financial condition (in thousands):

Cash and cash equivalents....................... $159,899 $122,164 $134,846
Total aSSetS......ccvvvvreereeiieiiiieniins 203,099 155,122 144,327
Total liabilities.............cevvvvveevrvnnnnne 29,917 22,864 8,815

Total stockholders' equity............ccceen. 173,182 132,258 135,512

(1) See "Item 8. Financial Statements and SuppleaneData, Note 7".
(2) See "ltem 8. Financial Statements and Suppleanedate, Note 11".
(3) See "ltem 8. Financial Statements and Suppléanebata, Note 7".
(4) See "ltem 8. Financial Statements and Suppléanebdata, Note 2".

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS:

The following discussion contains forward-lookirtgtements that involve risks and uncertainties. &itmal results could differ materially
from those anticipated in these forward-lookingesteents as a result of certain factors. The follmudiscussion is qualified in its entirety by,
and should be read in conjunction with, the mortaitesl information and our financial statements #rednotes thereto appearing elsewhe
this Report.

OVERVIEW

We were incorporated on June 3, 1999 as a Delasgap®ration. Prior to our initial public offeringie were a wholly-owned subsidiary of,
and we conducted our operations as a division afit@ Fitzgerald Securities, which in turn is a398-owned subsidiary of Cantor Fitzger:
L.P. We commenced operations as a division of Camdviarch 10, 1999, the date the first fully etentc transaction using our eSpeed(R)
system was executed. Cantor has been developitensyso promote fully electronic marketplaces sitheeearly 1990s. Since January 1996,
Cantor has used our eSpeed(R) system internadlgriduct electronic trading. In September 1999 bmard of directors changed our fiscal
year end from the last Friday of March to Decengfel

Concurrent with our initial public offering in Dexder 1999, Cantor contributed to us, and we acddien Cantor, certain of our assets.
These assets primarily consist of proprietary safeynetwork distribution systems, technologies@heér related contractual rights that
comprise our eSpeed(R) system.

On September 11, 2001, our principal place of lassirat One World Trade Center was destroyed aradremilt, we lost 180 employees and
Cantor and TradeSpark lost 478 employees. Througteimentation of our business recovery plan, we édliately relocated our surviving
employees to various locations in the New York m@ttitan area. Our operating proprietary softwaes wnharmed.

As of December 31, 2001, we had an accumulateditlefi$91.3 million. This deficit primarily res@t from expenditures on our technology
and infrastructure incurred in building our revetiase, from non-cash charges incurred in conneutiinthe issuance of business partner
securities and from provisions for the SeptembeEdnts. In spite of the September 11 Events Hemuarter ended December 31, 2001, we
recorded net income
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for the first time. We expect that we will continteegenerate net income from operations. Howewdight of the rapidly changing nature of
our business, the fact that our 1999 operationateg March 10, 1999 and the September 11 Evertbgelieve that period-to-period
comparisons of our operating results will not neaeity be meaningful and should not be relied uasman indication of future performance.

We operate interactive electronic marketplacesliaedse customized real-time software solutionsuoclients. In general, we receive
transaction fees based on a percentage of thevéise of products traded through our system. Prisdmay be traded on a fully electronic
basis, electronically through a voice broker orafen outcry with prices displayed on data scredfesreceive different fees for these
different system utilizations. Additionally, we egee revenues from licensing software and provideahnology support.

We have entered into an Amended and RestatedSeimices Agreement with Cantor under which we aadt@ have agreed to collaborate
to provide brokerage and related services to dientnultiple electronic markets for transactiomsécurities and other products. Under the
Amended and Restated Joint Services Agreementireently in effect, we are responsible for provgliglectronic brokerage services, and
Cantor provides voice-assisted brokerage servicEgiment services, such as clearance and sedlgand related services, such as credit
risk management services, oversight of client bilita and regulatory compliance, sales positionafigproducts and other services customary
to marketplace intermediary operations. Underalgieement, we and Cantor share revenues derivedtfamsactions effected in the
marketplaces in which we collaborate and otherifipdanarkets. The portion of the transaction raxesithat we and Cantor receive are b
on several factors, including whether: (1) the regplace is one in which we collaborate with Can{®y;the transaction is fully electronic or
Cantor provides voice-assisted brokerage servi{8gshe product traded is a financial or other pridand (4) the product is traded on the
Cantor Exchange(SM). The percentage of the traimsatvenues we receive ranges from 2.5% to 65%uever, in general, for fully
electronic transactions, we receive 65% of thesmation revenues and Cantor receives 35% of theacdion revenues; for voice-assisted
brokerage transactions, Cantor receives 93% afémsaction revenues and we receive 7% of thedcdios revenues. In addition, if the
transactions relate to a gaming business, we re@% of the net trading revenues. We have agmeprbvide to Cantor technology support
services at cost.

We have also entered into services agreementshnaitieSpark and Freedom pursuant to which we prdbieléechnology infrastructure for
the transactional and technology related elemdritseoTradeSpark and Freedom marketplaces, asawekrtain other services, in exchange
for specified percentages of transaction reventoes the marketplaces. If a transaction is fullyceienic, we receive 65% of the aggregate
transaction revenues and TradeSpark or Freedonvescgs% of the transaction revenues. In gendratadeSpark or Freedom provides
voice-assisted brokerage services with respectr@anaaction, then we receive 35% of the revenndsTaadeSpark or Freedom receives 65%
of the revenues.

We have pursued an aggressive strategy to conwstt @ Cantor's financial marketplace productsupasSpeed(R) system and, with the
assistance of Cantor, to continue to create newketaand convert new clients to our eSpeed(R) systée process of converting these
marketplaces includes modifying existing tradingteyns to allow for transactions to be entered tiréiom a client location, signing an
agreement with the client, installing the hardweand software at the client location and establglcimmmunication lines between us and the
client. Other than Cantor, no client of ours acdedrfor more than 10% of our transaction revenus four date of inception through
December 31, 2001. As a result of the Septembé&vehts and the resulting loss of voice brokers t@anU.S. operations were reduced,
including the trading by it of certain U.S. finaacproducts. Cantor also sold the assets of itsieipai bond business in the first quarter of
2002 after that business ceased operations onrSeetel 1, 2001, but acquired a 25% special inténdgtunicipal Partners LLC, the newly
formed entity that owns the assets. We have enteted services agreement with Municipal Partpensuant to which we receive a
percentage of the revenues for all electronic ratisns made by Municipal Partners over our eSpeesi(stem. Cantor has not yet fully
determined which financial product marketplacegilitre-enter. In
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addition, Cantor's business product developmentigchas been greatly reduced due to the Septethbé&vents. If Cantor determines not to
re-enter its affected businesses, exits additibnsinesses or does not continue to develop newpt®dr enter into new businesses, we will
likely be adversely affected.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Management's Discussion and Analysis of Finanataddtion and Results of Operations is based uportousolidated financial statements,
which have been prepared in accordance with actauptinciples generally accepted in the United&taThe preparation of these financial
statements requires us to make estimates and judgméich affect the reported amounts of assetBilities, revenues and expenses and the
related disclosures of contingents assets anditiabi Actual results may differ from our estimsis a result of the occurrence of future
events or changes in conditions which affectedjwdgments or estimates.

We believe that the following critical accountinglipies affect our more significant judgments astireates used in the preparation of our
consolidated financial statements.

Provision for September 11 Events

We have recorded an expense in the year ended Dec&h, 2001 for the costs which we have incuragel committed to incur, or
reasonably expect to incur, and for assets whiaie westroyed or impaired as a result of the Septerhib Events. In our judgment, such ci
are properly recorded in the same period as theeBdger 11 Events, even if disbursement will nouoamtil future periods.

Due to the extent of the loss of life and the dedion of assets, the effect of the September Eniwequired us to make estimates and
judgments in an uncertain environment. In additmany changes in our business strategy whichtexbédom the destruction, factors whi
ultimately determine the costs directly relate@eptember 11th include the degree and speed witthwre, Cantor and TradeSpark rebuild
our damaged businesses.

The provision includes estimates of the costs téreal professionals who are performing the dudfemsmployees who were lost on Septen
11th. These costs will ultimately depend on thetkrof time such external professionals are utilize

We have also estimated the direct costs of hireng amployees to perform the duties of those lasth®osts may include both recruitment
fees and up-front payment of bonuses as an indutemattract qualified employees to critical pimsis. The payment of such inducements
can vary significantly depending on the timing loé tecruitment and the qualifications of the newplayee.

As a direct result of the loss of certain Cantoplayees on September 11th, certain Cantor busiaegsieh formerly used the functionality
our eSpeed(R) system have ceased operations. Watkathlly developed, and were internally devalgpienhancements to our electronic
trading systems to facilitate the use of our eS(iRReslystem for many products. In some instancedadepurchased functionality developed
and owned by third parties. As a result of the Smybier 11 Events, the future usage of some of ¢eimally developed or externally
purchased software is uncertain. We have includgdthege for the carrying value of those assetsewlte functionality which we do not
believe will be used in the future. The chargesiach write-offs is dependent on the accuracy ofassumptions as to which businesses will
not be revived.

We will also incur costs related to our departuoar certain businesses or physical locations, thires a result of the September 11 Events.
Such costs include our estimates of our shareeoéxipenses of closing two offices in Europe, sevargpayments to employees and other
costs.
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Insurance Coverage

We have insurance coverage for both property asdatty losses and for business interruption thraughAdministrative Services
Agreement with Cantor.

Under the property and casualty coverage, we expdu reimbursed through Cantor for the greatdaiofvalue or replacement costs for
assets lost as a result of the September 11 Eveatassets not replaced, we have estimated tinatafae will approximate carrying value

and, as such, the reimbursement will have no effeaiur net income. Although a final settlementwifte insurance company for the claim
has not occurred, we have used our judgment inmdétang the amount by which replacement costs lexwoeeded fair value, and such excess
has been recognized as a gain on replacementeaf figsets.

The business interruption claim has also not beéted. We have not recorded any revenue which nlighrealized as a result of such
insurance since the recovery is not readily deteabie at this time.

Related Party Transactions

As described in the notes to our consolidated firrstatements, we share revenues with CantodeBpark and Freedom. In addition, we
provide technology support services to Cantor, @&mhrk and Freedom, and Cantor provides adminisrsgrvices to us.

Since Cantor holds a controlling interest in ugl halds a significant interest in TradeSpark areeBHom, such transactions among and
between us and Cantor, TradeSpark and Freedomarédasis which might not be replicated if suclviseror revenue sharing arrangements
were between, or among, unrelated parties.

We recognize software solution fees from relatatigmbased on the allocated portion of our cokpaviding services to our related parties.
Such allocation of costs requires us to make juddsnas to the equitable distribution of such cdstaddition, we receive administrative
services from Cantor, for which we pay a fee base@€antor's good faith determination of an equéatlocation of the costs of providing
such services. There is no assurance that we cealide such revenues, or obtain services at sosts,df we had to replicate such
arrangements with unrelated parties.

Patents

During the year ended December 31, 2001, we adjtire patents that we believe play critical roleshie electronic trading of certain
financial instruments. The original cost has bexflected as an asset in our Statement of Fina@ciatlition. In order to perfect and defend
our rights under the patents, we have incurredtanbal legal costs. We have capitalized such legats, thereby increasing the carrying
value of the patents.

In our judgment, the patents are enforceable aodge competitive advantages in the relevant edeatrmarketplaces. We believe the
inherent value of the patents exceeds their cagryaiue. However, if the rights afforded us undher patents are not enforced or if the patents
do not provide the competitive advantages whichanticipated at the time of purchase, we may hawerite-down the patents, and such
charges could be substantial.

Capitalized Software Costs

We capitalize the direct costs of employees wheeagaged in creating software for internal uses Tt@atment requires us to estimate the
portion of the employees' efforts which directlpguce new software or provide additional functiitgab existing software.
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In our judgment, these employee-related costs septevaluable software. However, if the costs ireaito produce the software are deemed
to exceed the benefit which the software providesmay have to write-down the capitalized softwarsts, and such charge could be
substantial.

Equity Instruments

We enter into transactions in which we issue cemtgjuity instruments whose value, in part, is ddpahon the value of our publicly traded
Class A common stock. Such instruments includeoaptand warrants to purchase shares of our Classmnon stock as well as convertible
preferred shares. The preferred shares are cdpiedirito either shares of our Class A common stwaokarrants to purchase shares of our
Class A common stock.

The value of equity instruments issued establiglitber the basis of assets acquired in exchanghdéanstruments, or an expense which i
will be, recognized in conjunction with the issuanc

We utilize judgment in establishing the fair vahfehese equity instruments in the absence of dyresarket for such instruments. Options
and warrants are valued using an option pricingehadhich requires us to make assumptions as toduiterest rates, price volatility of our
Class A common stock, future dividends and expeldfiedf the option or warrant being valued. Weibeé that our assumptions used in the
valuation of the instruments are reasonable. Howebmnges in the assumptions could result in miffevaluation of the options, warrants or
preferred shares which, in turn, would change #®soof assets acquired or expense recognized.

RESULTS OF OPERATIONS - FOR THE YEARS ENDED DECEMBER 31, 2001 AND 2000

REVENUES
Year Ended December  Percentage of Year Ende d December Percentage of
31, 2001 Total revenues 31, 2000 Total revenues
(in thousands) (inth ousands)
Transaction revenues with related parties:
Fully electronic transactions................. . $75,430 60.4% $ 52,693 57.9%
Voice-assisted brokerage transactions......... . 22,553 18.1 15,144 16.6
Screen assisted open outcry transactions...... . 385 0.3 2,450 2.7
Total transaction revenues with related parties.... . 98,368 78.8 70,287 77.2
Software solution fees from related parties........ . 16,283 13.0 12,333 13.5
Software solution fees from unrelated parties...... . 1,962 1.6 66 0.1
Gain on replacement of assets............c.cee... . 2,680 21 - 0.0
Interest income from related parties............... . 5,676 4.5 8,341 9.2
Total revenues ................ . $124,969 100.0% $ 91,027 100.0%

TRANSACTION REVENUES WITH RELATED PARTIES

Under the Amended and Restated Joint Services Agmeebetween us and Cantor and services agreebmtmnteen us and TradeSpark and
between us and Freedom, we own and operate theogliectrading system and are responsible for gliog electronic brokerage services,
and Cantor, TradeSpark or Freedom provides voisistasl brokerage services, fulfillment serviceshsas clearance and settlement, and
related services, such as credit risk managemevites, oversight of client suitability and reguligt compliance, sales positioning of
products and other services customary to marketptaermediary operations. In general, for fullgettonic transactions, we receive 65% of
the transaction revenues and Cantor, TradeSpdfkeedom receives 35% of the transaction revenoageneral, for voice-assisted brokerage
transactions, we receive 7% of the transaction
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revenues in the case of Cantor transactions, a%d@3he transaction revenues in the case of TraaldSand Freedom transactions. In
addition, we receive 25% of the net revenues frant@r's gaming businesses.

For the year ended December 31, 2001, we earned $88ion in transaction revenues with relatedtigs; a 40% increase over transaction
revenues with related parties of $70.3 milliontfue year ended December 31, 2000. The growth sethevenues was attributable to the roll
out of electronic marketplaces and an increaskdmtumber of clients electronically trading throwgh eSpeed(R) system.

As a result of the September 11 Events, the UrStates government bond markets were closed onr8bptel 1th and September 12th. By
the time the United States government bond marketsened on September 13th, we had re-establidbkd gonnectivity of our electronic
trading system. Our transaction revenues for theetinonths after the September 11 Events repres28% of our total transaction revenues
for the 2001 calendar year. In addition, our tratiea revenues from fully electronic transactiossagoercent of total transaction revenues
remained almost unchanged when comparing the thoeghs after September 11th (77%) to the nine nsoatided September 30, 2001
(75%).

Our revenues are currently highly dependent orsaretion volumes in the fixed income markets glghalccordingly, among other things,
equity market volatility, economic and politicalratitions in the United States and elsewhere intbed, concerns over inflation, institutior
and consumer confidence levels, the availabilitgasgh for investment by mutual funds and other e$ale and retail investors, fluctuating
interest and exchange rates and legislative andategy changes may have an impact on our volumeanogactions. In addition, a significant
amount of our revenues is currently received imeation with our relationship with Cantor. Conseuflie our revenues have been negati
affected by the effect of the September 11 Event€antor and may be negatively affected in ther&uiuCantor's business continues to
suffer due to the September 11 Events or otherwise.

SOFTWARE SOLUTION FEES FROM RELATED PARTIES

Under various services agreements, we provide CahtadeSpark and Freedom technology support sssyincluding systems
administration, internal network support, suppod arocurement for desktops of end-user equipnoperations and disaster recovery
services, voice and data communications, suppadrtlamelopment of systems for clearance and settiesgevices, systems support for
brokers, electronic applications systems and nétwopport, and provision and/or implementationxétng electronic applications systems,
including improvements and upgrades thereto, apdtithe related intellectual property rights. bngral, we charge Cantor, TradeSpark and
Freedom the actual direct and indirect costs, dioly overhead, of providing such services and vecpayment on a monthly basis; provided,
however, in exchange for a 25% share of the netmaes from Cantor's gaming businesses, we areatddigo spend, and do not otherwise
get reimbursed for, the first $750,000 of costspimviding technology support and development sesvin connection with such gaming
businesses.

Software solution fees from related parties forytear ended December 31, 2001 were $16.3 milliccoagpared to software solution fees
from related parties for the year ended Decembg2@Q0 of $12.3 million, an increase of 32%. Sofevsolution fees from related parties
increased primarily as a result of an increasaippert provided to Cantor as well as support preditb TradeSpark and Freedom through
September 11th. However, as a result of the SemgefibEvents, there has been and will continuesta keduction in demand for our support
services from Cantor and TradeSpark due to thedbeeir voice brokers and therefore a decreasmiirsoftware solution fees from related
parties.
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SOFTWARE SOLUTION FEES FROM UNRELATED PARTIES

We receive fees from certain of our clients foryidang online access to their customers throughutfeof our electronic trading platform.
Such fees are deferred and recognized as reveatadsyrover the term of the licensing agreement.al§e receive software solution fees
from unrelated parties by charging our clientsddditional connections to our system to help ptateem from possible business

interruptions.

Software solution fees from unrelated parties theryear ended December 31, 2001 were $2.0 milBaroenpared with $0.1 million for the
year ended December 31, 2000. We anticipate thaedkense our software to additional market pgréints, our revenues from softwi
solution fees from unrelated parties will grow.

GAIN ON REPLACEMENT OF ASSETS

Our assets in the World Trade Center were destragedresult of the September 11 Events. We betimst, if not all, of such assets were
covered by insurance policies which provide formMeiirsement for replacement cost if such destrogedta are replaced. To the extent that
replacement cost exceeds the carrying value of mplaced equipment, the excess results in gaorshE year ended December 31, 2001
recognized $2.7 million of such gains. We expecaetmgnize additional gains as we continue to mpliestroyed equipment, however, the
amount of such additional gains cannot be readitgmnined at this time but is limited to the reniragnamount of our insurance coverage.

INTEREST INCOME FROM RELATED PARTIES

For the year ended December 31, 2001, we gendragdst income from overnight reverse repurchgseeaments with a related party of
$5.7 million as compared to interest income of $8ilion for the year ended December 31, 2000. fdtiction in interest income was
principally as a result of a reduction in weightadrage interest rates on overnight reverse repsechgreements from 6.3% in 2000 to 3.9%
in 2001, offset in part by interest on the proceefdsur follow-on public offering in March 2001.

EXPENSES
Year Ended Percentage of Ye ar Ended Percentage of
December 31, 2001 Total expenses Decem ber 31, 2000 Total expenses
(in thousands) (in thousands)
Compensation and employee benefits $53,437 37.4% $53,963 36.1%
20.7 21,561 14.4

Occupancy and equipment..... 29,549
Professional and consulting fe . 10,568 7.4 13,036 8.7

Communications and client netw 8,109 5.7 4,589 3.1
Marketing . . 4,356 3.1 8,285 5.5
Administrative fees paid to related parties........ . 9,798 6.9 6,524 4.4
Non-cash business partner securities . 1,223 0.9 32,041 21.4
Loss on unconsolidated investments....... . 3,833 2.7 - -
Provision for September 11 Events, net............. . 13,323 9.3 - -
Other....ciiieiiiciecree e . 8,569 5.9 9,684 6.4
Total expenses........c.c.c...... . $142,765 100.0% $ 149,683 100.0%

COMPENSATION AND EMPLOYEE BENEFITS

At December 31, 2001, we had 312 professionals.ddiately prior to the September 11 Events, we t@dptofessionals as compared to
at December 31, 2000. For the year ended Decenb@081, our
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compensation costs were $53.4 million as comparegmpensation costs of $54.0 million for the yeraded December 31, 2000. Our
quarterly compensation costs after the Septembé&veits reflected a 50% reduction as comparedetthifee months ended September 30,
2001. We expect our compensation costs to riseeag@rganize our remaining staff.

Substantially all of our employees are full timepdoyees located predominately in the New York mmttitan area and London.
Compensation costs include salaries, bonus accpatsoll taxes and costs of employer-provided benr our employees. Cantor intends
to distribute 25% of its distributable profits five years on behalf of the families of those ergpkes lost on September 11th. From such
distributions, Cantor will provide 10 years of lbatare benefits to those families. We will notdbarged for such payments on behalf of the
families as Cantor is assuming such costs. Ourdutampensation costs are uncertain and are depemgen the degree and speed with
which we and Cantor replace our lost employeesbaisthesses.

OCCUPANCY AND EQUIPMENT

Occupancy and equipment costs were $29.5 milliothfe year ended December 31, 2001, an increa3e%fas compared to occupancy and
equipment costs of $21.6 million for the year enBedember 31, 2000. The net increase in occupamdyquipment costs was due to the
expansion of space needed to accommodate our@uitiperations and an increase in the numberradbeations, including our new
concurrent computing center in New Jersey, offs@tart by reduced rent expense following the destrm of our One World Trade Center
headquarters. Occupancy and equipment costs deftextt the write-off of destroyed assets as wécgate that our insurance coverage will
fully compensate us for such write-offs.

Occupancy expenditures primarily consist of the eerd facilities costs of our offices in the NewrkKanetropolitan area and our offices in
London and Tokyo. While the September 11 Eventsltex$in a decline in occupancy and equipment adsésto a decrease in both space
equipment, we anticipate that such costs will iaseein the future in connection with a new leas@tw corporate headquarters. Although we
also believe that equipment costs will increasta@nfuture as we replace lost equipment, we arieithat such equipment costs will remain
below those incurred prior to the September 11 EBven

PROFESSIONAL AND CONSULTING FEES

Professional and consulting fees were $10.6 mifi@rihe year ended December 31, 2001 as compangetessional and consulting fees of
$13.0 million for the year ended December 31, 2@0@ecrease of 19%, primarily related to a decrgasentract personnel costs prior to
September 11th.

The costs of professionals and consultants utilieaémporarily replace employees lost as a redulie September 11 Events are included in
"Provision for September 11 Events" and, as a tedalnot affect this expense caption.

COMMUNICATIONS AND CLIENT NETWORKS

Communications costs were $8.1 million for the yeradled December 31, 2001 as compared to $4.6 mithiothe year ended December 31,
2000, a 77% increase. Communication costs inclneeosts of local and wide area network infrastmgtthe cost of establishing the client
network linking clients to us, data and telephdned, data and telephone usage, and other relagtsl @he increase in costs was attributable
to the expansion of our globally managed digitaweek. While such costs decreased in the quarteniing the September 11 Events as a
result of the destruction of our One World Tradetée headquarters, we anticipate that expendiforesommunications and client networks
will increase in the future.
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MARKETING

We incurred marketing expenses of $4.3 milliontfer year ended December 31, 2001, a 47% decreasenpared to marketing expenses of
$8.3 million for the year ended December 31, 208&xketing expenses were higher in 2000 due torttamentation of our marketing
program in that year. In addition, marketing expemds sharply declined in the quarter following Beptember 11 Events. We expect that
non-advertising marketing expenses in 2002 willaenat the same level as in 2001. We are consiglevhrether to advertise, and any
advertising may increase these expenses signilfjcant

ADMINISTRATIVE FEES PAID TO RELATED PARTIES

Under an Administrative Services Agreement, Captovides various administrative services to uduisiog accounting, tax, legal and
facilities management, for which we reimburse Cafdothe direct and indirect costs of providingkiservices. Administrative fees paid to
related parties amounted to $9.8 million for tharyended December 31, 2001, a 50% increase ov&6tBamillion of such fees for the year
ended December 31, 2000. Overall, administraties facreased as we expanded our business, howmfefezs declined in the three mor
following the September 11 Events as comparedeadhtee months ended September 30, 2001.

Administrative fees paid to related parties areethelent upon both the costs incurred by Cantortlamgortion of Cantor's administrative
services which are utilized by us. Due to the ¢ftdthe September 11 Events on both us and Cahitevel of administrative fees in the
future cannot be reasonably determined at this.time

NON-CASH BUSINESS PARTNER SECURITIES

We enter into strategic alliances with other indupgrticipants in order to expand our businesstarehter into new marketplaces. As part of
these strategic alliances, we have issued warsanat€onvertible preferred stock. These securitiesat require cash outlays and do not
represent a use of our assets. The expense rédateese issuances is based on the value of theitses being issued and the structure of the
transaction. We believe period to period compassae not meaningful as these transactions doeat on a regular basis. Note 7 of our
consolidated financial statements in this Reporform 10-K contains further details regarding $suance by us of non-cash business
partner securities.

LOSS ON UNCONSOLIDATED INVESTMENTS

In the third quarter of 2001, we wrote off our istreents in QV Trading Systems and Visible Marketssh of which ceased operations du
that period. We recognized a loss of $3.8 millielated to such write-offs.

PROVISION FOR SEPTEMBER 11 EVENTS

As described in note 2 of our consolidated finanstiatements, we have recorded an expense of #1iBi@n in the year ended December 31,
2001 to reflect our estimate of the costs incuaga direct result of the September 11 Eventsh€¥e costs, $6.2 million represent write-offs
of software development costs and goodwill andgua$, do not require cash outlays. We anticipatedbr business interruption insurance
may result in a recovery of these costs in futeqals; however, the amount of such recovery igeadily determinable at this time.

OTHER

Other expenses consist primarily of recruitmengféavel, promotional and entertainment expenegufFor the year ended December 31,
2001, other expenses were $8.6 million, a decreB$2% as compared to other expenses of $9.7 mifbo the year ended December 31,
2000. The decrease resulted primarily from the ehes
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in recruitment fees. We anticipate that other espsrwill not increase because, although we expenttr additional recruitment fees due to
the September 11 Events, such costs were estiraateohcluded in the "Provision for September 11ris'e

NET LOSS

Excluding non-cash charges for business partnerisies, losses on unconsolidated investments laadPtovision for September 11 Events,
our net loss was $0.05 million for the year endeddnber 31, 2001 as compared to a net loss of $allién for the year ended December
31, 2000. Including the above non-cash chargesnetered a net loss of $18.3 million for the yeaded December 31, 2001 as compared to
net losses of $59.1 million for the year ended Ddwer 31, 2000. Other than the non-cash chargefydkes primarily resulted from
expenditures on our technology and infrastructneceiired in building our revenue base. In lighthaf tapidly changing nature of our business
and the September 11 Events, we believe that pévipériod comparisons of our operating result$ mat necessarily be meaningful and
should not be relied upon as an indication of fifperformance.

RESULTS OF OPERATIONS - FOR THE YEAR ENDED DECEMBER 31, 2000 AND THE PERIOD FROM MARCH 10, 1999
THROUGH DECEMBER 31, 1999

REVENUES
Period from M arch 10, 1999
(date of com mencement of
Year ended Percentage of operati ons) to Percentage of
D ecember 31, 2000 Total revenues December 31,1999 Total revenues
(in thousands) (in tho usands)
Transaction revenues with related parties:
Fully electronic transactions................ $52,693 57.9% $6,55 2 18.9%
Voice-assisted brokerage transactions........ 15,144 16.6 11,77 7 34.0
Screen assisted open outcry transactions..... 2,450 2.7 3,562 5 10.2
Total transaction revenues with related parties. 70,287 77.2 21,85 4 63.1
Software solution fees from related parties...... 12,333 13.6 12,45 9 35.9
Software solution fees from unrelated parties.... 66 -- - - -
Interest income from related parties............. 8,341 9.2 34 8 1.0
Total revenues................. $91,027 100.0% $34,66 1 100.0%

TRANSACTION REVENUES WITH RELATED PARTIES

For the year ended December 31, 2000, we earne@ $#llion in transaction revenues with relatedtigs; a 222% increase over transaction
revenues of $21.9 million for the period from Mad®, 1999 to December 31, 1999. The growth in thegenues was attributable to the
continued roll out of electronic marketplaces andrerease in the number of clients electronictiigling through our eSpeed(SM) systernr
well as the fact that we operated for a full 12-thgmeriod in 2000.

SOFTWARE SOLUTION FEES FROM RELATED PARTIES

Software solution fees from related parties forytear ended December 31, 2000 were $12.3 millibws Fompares with software solution
fees from related parties for the period from Mat€h 1999 to December 31, 1999 of $12.5 milliorr. the year ended December 31, 2000,
such fees decreased as a result of a decreasalitioimal brokerage support and the migration tty electronic transactions. As a percentage
of revenues,
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software solution fees from related parties de@@diom 35.9% for the period from March 10, 199®&rember 31, 1999 to 13.6% for the
year ended December 31, 2000 as a result of orgdred transaction revenu

SOFTWARE SOLUTION FEES FROM UNRELATED PARTIES

Software solution fees from unrelated parties fieryear ended December 31, 2000 were $0.1 miMémhad no such fees for the period
from March 10, 1999 to December 31, 1999.

INTEREST INCOME FROM RELATED PARTIES

For the year ended December 31, 2000, we gendragdst income from overnight reverse repurchgseeaments with a related party of
$8.3 million, at a weighted average interest r&t@. 8%, as compared to interest income of $0.3ionilfor the period from March 10, 1999 to
December 31, 1999. This increase primarily refléotsfact that we received the net proceeds fromritial public offering on December 15,

1999.

EXPENSES
Period from March 1 0, 1999
(date of commencem ent of
Y ear ended Percentage of operations) Percentage of
Dece mber 31, 2000 Total expenses to December 31, 1999 Total expenses
(in thousands) (in thousands )
Compensation and employee benefits........... $53,963 36.1% $21,502 45.3%
Occupancy and equipment...........cccceeuves 21,561 14.4 10,293 21.7
Professional and consulting fees............. 13,036 8.7 5,149 10.8
Communications and client networks........... 4,589 3.1 3,355 7.1
Marketing.......cccoeevvveeriieeiiiieens 8,285 55 -- -
Administrative fees paid to related parties.. 6,524 4.4 1,662 3.5
Options granted to Cantor employees.......... - - 2,850 6.0
Non-cash business partner securities......... 32,041 21.4 - -
Other......ccccovviiiiiiieie e, 9,684 6.4 2,649 5.6
Total expenses............. $149,683 100% $47,460 100%

COMPENSATION AND EMPLOYEE BENEFITS

At December 31, 2000, we had 493 professionaleapared to 331 professionals at December 31, 188%he year ended December 31,
2000, our compensation costs were $54.0 milliocomspared to compensation costs of $21.5 milliortierperiod from March 10, 1999 to
December 31, 1999, a 151.0% increase, principaié/td our increased number of employees.

OCCUPANCY AND EQUIPMENT

Occupancy and equipment costs were $21.6 milliothfe year ended December 31, 2000 as comparezttpancy and equipment costs of
$10.3 million for the period from March 10, 1999December 31, 1999, an increase of 109.5%. Thedserin occupancy and equipment
costs was due to the expansion of space neededdmanodate our additional personnel and an incrieatbe number of our international
locations. Occupancy expenditures are comprisettipally of the rent and facilities costs of ouniN¥ork and London offices.

PROFESSIONAL AND CONSULTING FEES

Professional and consulting fees were $13.0 mifi@rihe year ended December 31, 2000 as compangetessional and consulting fees of
$5.1 million for the period from March 10, 1999December 31, 1999, an
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increase of 153.2%, due to an increase in ouregfi@tnvestment activities and expenses incurrembimection with technology development.
COMMUNICATIONS AND CLIENT NETWORKS

Communications costs were $4.6 million for the yeaded December 31, 2000 as compared to $3.4 mithiothe period from March 10,
1999 to December 31, 1999, an increase of 36.8¥nN@mications costs increased in 2000, primarily tduae longer period of operations
our business in 2000.

MARKETING

We incurred marketing expenses of $8.3 milliontfer year ended December 31, 2000 as compared tmalamarketing expenses during the
period from March 10, 1999 to December 31, 199% iflerease in marketing expenses was due to thHernngntation of our marketing
program in 2000.

ADMINISTRATIVE FEES PAID TO RELATED PARTIES

Administrative fees paid to related parties amodinée$6.5 million for the year ended December 3D®@as compared to administrative fees
of $1.7 million for the period from March 10, 1989December 31, 1999, an increase of 292.5%. Aditnative fees increased as we
expanded our business.

NON-CASH BUSINESS PARTNER SECURITIES

We enter into strategic alliances with other indupgrticipants in order to expand our businesstarehter into new marketplaces. As part of
these strategic alliances, we have issued waraangt€onvertible preferred stock. These securitiesat require cash outlays and do not
represent a use of our assets. The expense rédateese issuances is based on the value of theitses being issued and the structure of the
transaction. We believe period-to-period compagsame not meaningful as these transactions dcexat on a regular basis. Note 7 of our
consolidated financial statements in this Reporfform 10-K contains further details regarding ssiance by us of non-cash business
partner securities.

OTHER

Other expenses consist primarily of recruitmensféavel, promotional and entertainment expenegufFor the year ended December 31,
2000, other expenses were $9.7 million as comparether expenses of $2.6 million for the periazhirMarch 10, 1999 to December 31,
1999, an increase of 265.5%, primarily due to @andase in recruitment fees.

NET LOSS

Excluding non-cash charges for business partnerrises, our net loss was $27.0 million for the yeaded December 31, 2000 as compared
to a net loss of $12.6 million for the period frdarch 10, 1999 to December 31, 1999. Includingribie-cash charges, we incurred a net loss
of $59.1 million for the year ended December 31)(®8s compared to a net loss of $12.6 million ierperiod from March 10, 1999 to
December 31, 1999. Other than the non-cash chatgelksses primarily resulted from expenditure®ontechnology and infrastructure
incurred in building our revenue base.
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QUARTERLY RESULTS OF OPERATIONS

The following table sets forth, by quarter, statatraf operations data for the period from March 1999 (date of commencement of
operations) through December 31, 2001. Resultsppariod are not necessarily indicative of resfdtsa full year.

2001 Quarter Ended

March 31 June 30 September 30 December 31
Total revenues................ $31,887,57 4 $34,079,474 $28,191,333 $30,810,433
Total expenses................ 34,080,038 34,892,678 50,912,728 22,879,322
Income (loss) before provision for
income taxes.............. (2,192,464 ) (813,204) (22,721,395) 7,931,111
Income tax provision 99,999 158,001 129,000 144,000
Net income (loss)............. $(2,292,463 ) $(971,205) $(22,850,395) $7,787,111
Net income (loss) per share... $(0.04) $(0.02) $(0.42) $0.14
2000 Quarter Ended
March 31 June 30 September 30 December 31
Total revenues................ $19,174,42 6 $22,501,762 $22,491,596 $26,859,257
Total expenses................ 24,007,842 61,421,404 32,340,267 31,913,388
Loss before provision for
income taxes....... . (4,833,416 ) (38,919,642) (9,848,671) (5,054,131)
Income tax provision.......... 92,500 107,500 88,125 118,000
Net [0SS.....ccoveririeeinnne $(4,925,916 ) $(39,027,142) $(9,936,796) $(5,172,131)
Net loss per share............ $(0.10) $(0.76) $(0.19) $(0.10)
1999 Quarter Ended
March 10 throu gh 26 June 25 September 24 December 31
Total revenues................ $1,921,433 $10,165,641 $10,715,113 $11,858,793
Total expenses................ 2,459,941 12,918,274 14,209,620 17,871,947
Loss before benefit for
income taxes.............. (538,508) (2,752,633) (3,494,507) (6,013,154)
Income tax benefit............ (13,470) (68,849) (89,488) (40,082)
Net 10SS.....ccccevirveinnne $(525,038) $(2,683,784) $(3,405,019) $(5,973,072)
Net loss per share............ $(0.01) $(0.06) $(0.08) $(0.13)
SEASONALITY

The financial markets in which we operate are gaheaffected by seasonality. Traditionally, thedncial markets around the world
experience lower volume during the summer andettid of the year due to a general slowdown ibtisiness environment and, therefore,
transaction volume levels may decrease during theseds. However, because of volatility in globedrkets caused by global unrest, the
September 11 Events and
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general global economic problems, as well as pali@mnges from the Federal Reserve Bank of the t§tates, the anticipated year-end
slowdown did not occur as dramatically in 2001.

LIQUIDITY AND CAPITAL RESOURCES

At December 31, 2001, we had cash and cash eqotsaé $159.9 million. We generated cash of $3.Hianiin our operating activities,
consisting of net income after non-cash items o2 $Billion offset in part by a $1.8 million increas net operating liabilities. We also used
net cash of $11.8 million resulting from $32.3 ioifl of purchases of fixed assets and intangibletassapitalization of software
developments costs and patent defense costs, actigges of investments offset by $20.5 millionnafuirance proceeds resulting from
destruction of our fixed assets at One World Tr@dater. As of December 31, 2001, we had repurch24&®0 shares of our Class A
common stock for a total of $221,892 under the refpase plan authorized by our board of directors. lidard has authorized the repurchase
of up to $40 million of our outstanding Class A aaon stock. In addition, we generated net cash pdxef $46.2 million from issuances of
our Class A common stock.

Our operating cash flows consist of transactioreneres from related parties and software soluties feom related and unrelated parties,
various fees paid to or costs reimbursed to Canther costs paid directly by us and interest inedram related parties. In its capacity as a
fulfillment service provider, Cantor processes aatlles transactions and, as such, collects arglthayfunds necessary to clear transactions
with the counterparty. In doing so, Cantor receimesportion of the transaction fee and, in accncgawith the Amended and Restated Joint
Services Agreement, remits the gross amount owed.tth addition, we have entered into a similavises agreements with TradeSpark and
Freedom. Under the Administrative Services Agreentbe Amended and Restated Joint Services Agreeamehthe services agreements
with TradeSpark and Freedom, any net receivabjgapable is settled at the discretion of the parties

We anticipate that we will experience an increaseur capital expenditures and lease commitmentsistent with our anticipated growth in
operations, infrastructure and personnel. We cuyramticipate that we will continue to experiergrewth in our operating expenses for the
foreseeable future and that our operating expensiese a material use of our cash resources. @suriance proceeds should mitigate our
capital expenditures for the near term.

Under the current operating structure, our cashdltrom operations and our other cash resourcaddibe sufficient to fund our current
working capital and current capital expenditureuieements for at least the next 12 months. Howewerbelieve that there are a significant
number of capital intensive opportunities for usrtaximize our growth and strategic position, inahgd among other things, strategic
alliances and joint ventures potentially involvialfjtypes and combinations of equity, debt, actoisj recapitalization and reorganization
alternatives. We are continually considering sugtioms and their effect on our liquidity and capresources.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

At December 31, 2001, we had invested $157.3 millibour cash in securities purchased under revepmachase agreements which are
collateralized by U.S. Government securities held tustodial account at The Chase Manhattan Bdrdse reverse repurchase agreements
have an overnight maturity and, as such, are hilignlyd. We generally do not use derivative finadénstruments, derivative commaodity
instruments or other market risk sensitive instrateepositions or transactions. Accordingly, waded that we are not subject to any mati
risks arising from changes in interest rates, fpra@urrency exchange rates, commodity prices, equites or other market changes that
affect market risk sensitive instruments. Our policto invest our cash in a manner that providewith the appropriate level of liquidity to
enable us to meet our current obligations, primadcounts payable, capital expenditures and payegbgnizing that we do not currently
have outside bank funding.
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INDEPENDENT AUDITORS' REPORT
To the Board of Directors and Stockholders of eSpbe.:

We have audited the accompanying consolidatednstatits of financial condition of eSpeed, Inc. anbs@iaries (the Company) as of
December 31, 2001 and 2000, and the related statermEoperations, cash flows and stockholderstedpr the years ended December 31,
2001 and 2000, and for the period from March 1@91@late of commencement of operations) to Decelibet999. These consolidated
financial statements are the responsibility of@menpany's management. Our responsibility is to@sgan opinion on these consolidated
financial statements based on our audits.

We conducted our audits in accordance with auditagdards generally accepted in the United StdtAsnerica. Those standards require
that we plan and perform the audit to obtain reabtmassurance about whether the financial statsnaes free of material misstatement. An
audit includes examining, on a test basis, evidsnpporting the amounts and disclosures in then6iis statements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asairgj the overall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, tbasolidated financial position of the Comp
at December 31, 2001 and 2000, and the consolidesedts of its operations and its cash flows I years ended December 31, 2001 and
2000, and for the period from March 10, 1999 (addteommencement of operations) to December 31, ,i89%nformity with accounting
principles generally accepted in the United Stafesmerica.

/sl Deloitte & Touche LLP

March 20, 2002
New Yor k, New Yor k
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eSpeed, Inc. and Subsidiaries
CONSOLIDATED STATEMENTS OF

As of December 31, 2001 and December 31, 2000

ASSETS

Reverse repurchase agreements with related parties.

Total cash and cash equivalents...................
Fixed assets, net .
Investments............
Intangible assets, net. .
Other assets.........ccvveeiieiiieeiiieeieen,

Total assets.......covvvevreeeriivennnnen.

LIABILITIES AND STOCKHOLDERS'

Liabilities:
Payable to related parties, net....
Accounts payable and accrued liabilities...........

Total liabilities...........cccocervinene

Stockholders' Equity:

Preferred stock, par value $.01 per share; 50,000,0
8,000,750 and 8,000,000 shares issued

and outstanding..........ccccovvveeiiiiiienenns

Class A common stock, par value $.01 per share; 20
authorized; 26,590,668 and 16,342,202 shares issued
Class B common stock, par value $.01 per share; 100
authorized; 28,354,737 and 35,520,480 shares issued
Additional paid-in capital
Subscription receivable
Unamortized expense of business partner securities.
Treasury stock, 24,600 shares of Class A common sto
Accumulated defiCit..........coeeveeiiiienneene

Total stockholders' equity....................

Total liabilities and stockholders' equity....

See notes to consolidated financial statements

FINANCIAL CONDITION

,000,000 shares
and outstanding
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December 31, 2001

$ 2,567,932

157,330,676

159,898,608
19,137,269
11,732,863
9,122,491
3,207,832

$ 6,822,163
23,095,092

80,008

265,906

283,547
266,791,989

(2,691,900)
(221,892)
(91,325,850)

December 31, 2000

$ 161,463
122,002,249

122,163,712
23,441,365
5,833,679

3,683,507

$ 11,370,248
11,494,262

80,000

163,422

355,205
205,908,024
(1,250,000)

(72,998,898)



eSpeed, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF OPERATIONS

For the years ended December 31, 2001 and 200fbatite period from March 10, 1999 (date of comnenent of operations) to December
31,1999

For the year For the yea r For the period
ended December ended Decemb er ended December
31, 2001 31, 2000 31, 1999

Revenues:
Transaction revenues with related parties

Fully electronic transactions...........c..... .~ L. $ 75,429,874 $ 52,692 ,703 $6,551,897

Voice-assisted brokerage transactions......... 22,553,037 15,144 ,343 11,777,306

Screen assisted open outcry transactions...... 385,115 2,450 ,333 3,524,399
Total transaction revenues with related parties.... 98,368,026 70,287 ,379 21,853,602
Software solution fees from related parties........ 16,283,305 12,333 ,222 12,459,574
Software solution fees from unrelated parties 1,961,589 65 ,625 -
Gain on replacement of fixed assets 2,680,000 --- -
Interest income from related parties.............. 5,675,894 8,340 ,815 347,804
Total reVeNUES......ccovviiiiiieiieiiieeeeees s 124,968,814 91,027 ,041 34,660,980
Expenses:
Compensation and employee benefits 53,437,250 53,963 ,239 21,502,326
Occupancy and equipment............... 29,549,068 21,560 ,635 10,292,349
Professional and consulting fees.. 10,568,007 13,036 ,494 5,148,796
Communications and client networks................. 8,108,618 4,588 ,626 3,355,070
Marketing ..cccccovvvveeiiiiiieiiiecieeeeees e 4,355,661 8,285 ,385
Administrative fees paid to related parties ....... 9,797,996 6,524 ,341 1,662,058
Non-cash business partner securities..... 1,222,631 32,040 ,505
Options granted to Cantor employees. - 2,850,073
Loss on unconsolidated investments...... 3,833,679 --- ---
Provision for September 11 Events, net 13,323,189 --- ---
Other......ccoovviiiiiiiiiiccs 8,568,667 9,683 776 2,649,110
Total eXPenses......ccocvvvvivvviiccicisees 142,764,766 149,682 ,901 47,459,782
Loss before provision (benefit) for income taxes... .. (17,795,952) (58,655 ,860) (12,798,802)
Provision (benefit) for income taxes:
State and local.... 531,000 406 ,125 (211,889)
Total tax provision (benefit)......ccccocveeeee L 531,000 406 ,125 (211,889)
NetlosS....coovviiiiiiiiiiciiiiiceee e, $(18,326,952) $(59,061, 985) $(12,586,913)
Share and per share data
Basic and diluted net loss per share................ .. $ (.39 $ (1 .15) $ (.28)
Weighted average shares of common stock outstanding ..., 54,296,811 51,482 ,505 44,495,000

See notes to consolidated financial statements
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eSpeed, Inc. and Subsidiaries
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the years ended December 31, 2001 and 200fbatite period from March 10, 1999 (date of comnenent of operations) to December

31, 1999

For the year For the 'y ear For the period
ended December ended Dece mber ended December
31, 2001 31, 200 0 31, 1999
Cash flows from operating activities:
NetlosS....ccovviiiiiiiiiiivicee $(18,326,952) $ (59,061 ,985) $(12,586,913)
Adjustments to reconcile net income to net cash pro
operating activities:
Depreciation and amortization.................. 5,975,471 6,09 8,754 3,086,555
Issuance of non-cash business partner securities 1,222,631 32,04 0,505 ---
Issuance of stock options - 2,850,073
Equity in net (gains) losses of certain unconsol
investments........coceevvvvivciies e 147,838 - -
Loss on unconsolidated investments............. ... 3,833,679 - -
Non-cash issuance of securities under employee
benefit plans.......ccccoovvevvveveeee 440,679 - ---
Gain on replacement of fixed assets............. (2,680,000) --- -
Provision for September 11 Events, net.......... 13,323,189 - ---
(Increase) decrease in operating assets:
Other assets.....ccccoeevvvevvcvvceee 475,675 (3,672 ,012) 1,190,728
Increase (decrease) in operating liabilities:
Payable to related parties, net.......... . ... (4,548,085) 4,6 26,319 6,743,929
Accounts payable and accrued liabilities.. ... 3,762,327 9,4 22,915 (1,046,137)
Net cash provided by (used in) operating
ACHVItIeS..oeeviiiiicicieeeees 3,626,452 (10,545 ,504) 238,235
Cash flows from investing activities:
Purchases of fixed assets (12,901,831) (11,043 ,479) (2,717,462)
Capitalization of software development costs....... (7,358,226) (9,026 ,568) (2,468,605)
Purchase of patents...........ccccoueveriinenne. (2,650,000) - ---
Capitalization of patent defense costs............. (6,283,142) - ---
Insurance claim proceeds resulting from destruction
of fixed assets 20,476,420 - -
(2,909,786) (5,833 ,679)
(170,781) - -
Net cash used in investing activities...... ... (11,797,346) (25,903 ,726) (5,186,067)
Cash flows from financing activities:
Proceeds from issuances of securities.......... . ... 47,750,000 50,00 0,000 143,990,000
Purchase of issued securities from a related party. ... (25,000 ,000) ---
Treasury stock repurchase............ccccooeenne. (221,892) - ---
Proceeds from issuance of securities under the ESPP 589,120 37 1,448 -
Proceeds from exercises of options................. 414,298 -
Payments for issuance related expenses............. (2,625,736) (1,604 ,028) (4,396,646)
Proceeds from capital contributions................ --- 200,000
Cash provided by financing activities........ ... 45,905,790 23,76 7,420 139,793,354
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For the year For the ye ar For the period

ended December ended Decem ber ended December
31, 2001 31, 2000 31, 1999
Net increase (decrease) in cash and cash equivalent [T 37,734,896 (12,681 ,810) 134,845,522
Cash and cash equivalents, beginning of period..... ... 122,163,712 134,84 5,522 ---
Cash and cash equivalents, end of period.......... ... $159,898,608 $122,16 3,712 $134,845,522
Supplemental disclosure of non-cash activities:
Issuance of Class A common stock in exchange for in vestment... $ 6,970,907
Issuance of Class A common stock in exchange for in tangible
. $ 500,000
Issuance of warrants in exchange for intangible ass $ 197,000
Cancellation of subscription receivable............ $ 1,250,000
Acquisition of TreasuryConnect:
Fixed assets $ 1,000,000
Goodwill 3,184,773
Total fair value of assets.................... 4,184,773
Less issuance of Class A common stock......... (4,013,992)
Cashpaid....cccoovvcvcvvceieieieeees $ 170,781
Effective March 10, 1999, the Company received an
initial capital contribution as follows:
Fixed assets $7,370,560
Prepaid expenses 1,202,223
Accrued compensation and benefits............. (1,490,836)
Accounts payable and accrued expenses......... (1,626,648)
$5,455,299

Total non-cash capital contributed........... ...

See notes to consolidated financial statements
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eSpeed, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
For the years ended December 31, 2001 and 200fbatite period from March 10, 1999 (date of comnenent of operations) to December

31, 1999
Co
Preferred Stock
Balance March 10, 1999...... $---
Capital contribution (100
shares).....ccccceeeevennn.

Non-cash capital
contribution (43,990,900

Conversion of Class B common
stock to Class A common

stock (3,350,000 shares)....
Initial public offering of

Class A common stock
(7,000,000 shares)..........

Costs of initial public
offering.......cccoo.o...

Issuance of options.........
Issuance of warrant.........

Net loss.......ccccuvnnnns

Balance, December 31, 1999..
Conversions of Class B
common stock to Class A
common stock

(5,129,520 shares)..........
Issuance of Preferred Stock
(8,000,000 shares).......... 80,000
Issuance of Class A common
stock

(56,748 shares).............
Purchase of Class A common
stock from related party
(789,071 shares)............

Sale of Class A common

stock (Issuance and sale of
789,071 new shares and sale of
789,071 shares from treasury
StOCK) vovveeeeieiiiee

Unamortized
expense of
business
partner
securities  Treas
Balance March 10, 1999...... $---
Capital contribution (100
shares).....cccccceveeenn..
Non-cash capital
contribution (43,990,900

Conversion of Class B common
stock to Class A common
stock (3,350,000 shares)....
Initial public offering of

Class A common stock
(7,000,000 shares)..........
Costs of initial public
offering.......ccoeeeene
Issuance of options.........
Issuance of warrant.........
Net 10SS.....ccccvvvvvvenns
Balance, December 31, 1999..
Conversions of Class B
common stock to Class A
common stock

(5,129,520 shares)..........
Issuance of Preferred Stock
(8,000,000 shares)..........
Issuance of Class A common
stock

(56,748 shares).............

Additional
mmon Stock Common Stock  Paid-in  Subscri ption
Class A Class B Capital  receiv able
$--- $--- $--- $-- -
1 199,999

439,999 5,015,300

33,500 33,500
70,000 143,920,000
(5,749,481)
2,850,073
1,352,835

103,500 406,500 147,588,726

51,295 (51,295)

2,155,000

567 2,599,433 (1,25 0,000)

7,891 24,992,109

Total
Accumulated  Stockholders'
ury Stock  Deficit Equity

$-- $-- $---

200,000

5,455,299

143,990,000

(5,749,481)

2,850,073

1,352,835
(12,586,913) (12,586,913)

(12,586,913) 135,511,813

2,235,200

(1,350,000)



Purchase of Class A common
stock from related party
(789,071 shares)............

Sale of Class A common

stock (Issuance and sale of
789,071 new shares and sale of
789,071 shares from treasury
StOCK) wevveeiiiiieeine
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(25,000,000)
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Co
Preferred Stock

Issuance of warrants........
Costs of issuance of
securities.......c.cuveees
Issuance of Class A common
stock under the ESPP

Balance, December 31, 2000.. $80,000
Conversions of Class B —======
common stock to Class A

common stock (7,165,743

Secondary public offering of
Class A common stock
(2,500,000 shares)..........
Issuance of Class A common
stock (548,096 shares)......
Issuance of warrants........
Issuance of preferred stock
(750 shares)................ 8
Amortization of and charges
for warrants................
Issuance of Class A common
stock under the ESPP (44,168
shares).......cccceevnnen.

Issuance of Class A common
stock from exercises of
options (18,833 shares).....
Cancellation of subscription
receivable (28,374 shares)..
Treasury stock repurchase
(24,600 shares), at cost....

Unamortized

expense of

business

partner

securities Treasu
Issuance of warrants........
Costs of issuance of
Securities........ocvveees
Issuance of Class A common
stock under the ESPP
(16,863 shares).............
Net 10SS.....ccccvvvvvvenes
Balance, December 31, 2000.. $---
Conversions of Class B ========
common stock to Class A
common stock (7,165,743

Secondary public offering of

Class A common stock

(2,500,000 shares)..........

Issuance of Class A common

stock (548,096 shares)......

Issuance of warrants........ (3,589,000)
Issuance of preferred stock

(750 shares)................

Amortization of and charges

for warrants................ 897,100
Issuance of Class A common

stock under the ESPP (44,168
shares).....cccceeveeenn..

Issuance of Class A common

stock from exercises of

options (18,833 shares).....

Cancellation of subscription

receivable (28,374 shares)..

Treasury stock repurchase

(24,600 shares), at cost.... (

Additional

mmon Stock Common Stock  Paid-in  Subscri

Class A Class B Capital  receiv
29,805,305
(1,604,028)
169 371,279

$163,422 $355,205 $205,908,024 ($1,25

71,658 (71,658)

25,000 47,725,000
5,480 11,920,106
3,786,000
110,917
214,606
442 588,678
188 414,110
(284) (1,249,716) 1,2
Total
Accumulated  Stockholders'
ry Stock  Deficit Equity
29,805,305
(1,604,028)
371,448
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(59,061,985)  (59,061,985)

$--- ($72,998,898) $132,257,753

47,750,000

11,925,586
197,000

110,925

1,111,706

589,120

414,298

221,892) (221,892)

50,000



Co
Preferred Stock

Costs of issuance of

securities.......c.cuveees
Net l0SS.....ccoecvvvnenns
Balance, December 31, 2001.. $80,008
Unamortized
expense of
business
partner

securities Treasu
Costs of issuance of
Securities.......cccuvveees
Net 10SS.....ccvvvvvenenns

See notes to consolidated financial statements

$(

Additional

mmon Stock Common Stock  Paid-in  Subscri

Class A Class B Capital  receiv
(2,625,736)
$265,906 $283,547 $266,791,989

Total
Accumulated  Stockholders'
ry Stock  Deficit Equity
(2,625,736)

(18,326,952) (18,326,952)

221,892) $(91,325,850) $173,181,808
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eSpeed, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation: eSpeed, Inc. (eSpeed athegwith its wholly owned subsidiaries, the Comyaprimarily engages in the business of
operating interactive vertical electronic marketels designed to enable market participants to fiadecial and non-financial products more
efficiently and at a lower cost than traditionalding environments permit. All significant intercpamy balances and transactions have been
eliminated in consolidation.

The Company is a majority owned subsidiary of Cahttzgerald Securities (CFS), which in turn is\a83% owned subsidiary of Cantor
Fitzgerald, L.P. (CFLP or, together with its sulteigts, Cantor). eSpeed commenced operations oohMiY, 1999 as a division of CFS.
eSpeed is a Delaware corporation that was incomgdien June 3, 1999. In December 1999, the Compampleted its initial public offering
(the Offering) (see Note 9).

The accompanying financial statements include #iegts/of the Company while operating as a divisdbi€FS from March 10, 1999 to the
Offering.

Use of Estimates: The preparation of the consauifihancial statements in conformity with accongtprinciples generally accepted in the
United States of America requires management tceregkmates and assumptions that affect the repanwunts of the assets and liabilities,
revenues and expenses, and the disclosure of gentiassets and liabilities in the consolidatedrfaial statements. Management believes
that the estimates utilized in preparing the cadatéd financial statements are reasonable anceptuBstimates, by their nature, are base
judgment and available information. As such, actaallts could differ from the estimates includedhese consolidated financial stateme

Transaction Revenues: Securities transactionstencketated transaction revenues are recorded e date basis.

Software solution fees: Pursuant to various sesviggeements, the Company recognizes fees frotedgbarties in amounts generally equal
to its actual direct and indirect costs, includovgrhead, of providing such services at the timemsuch services are performed. For specific
technology support functions that are both utilibgdhe Company and provided to related partiess@bmpany allocates the actual costs of
providing such support functions based on theixatsage of such support services by each parggddlition, certain clients of the Compse
provide online access to their customers throughofishe Company's electronic trading platform. Twmpany receives up-front and/or
periodic fees from unrelated parties for the usisgblatform. Such fees are deferred and recograzerevenue ratably over the term of the
licensing agreement.

Cash and Cash Equivalents: The Company considdrighly liquid investments with original maturitjates of 90 days or less at the date of
acquisition to be cash equivalents. Cash equivalemtsist of securities purchased under agreertergsell (Reverse Repurchase
Agreements). It is the policy of the Company toadipossession of the collateral with a marketea&qual to or in excess of the principal
amount deposited. Collateral is valued daily amd@ompany may require counter-parties to deposlitiadal collateral or return amounts
deposited when appropriate.

Fixed Assets: Fixed assets, principally computer @mmunication equipment and software, are degtettiover their estimated economic
useful lives (generally three to five years) usimgaccelerated method. Internal and external diesis of application development and of

obtaining software for internal use are capitaliaed amortized over their estimated economic udiééubf three years on a straiglite basis
Leasehold improvements are amortized over theimastd economic useful lives, or the remainingdet@sm, whichever is shorter.
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eSpeed, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Investments: Investments include debt and equétruments. The Company has both the ability andntfeat to hold its debt investments to

maturity and, as such, carries such investmerdssit The Company accounts for its equity investmanentities at historical cost when the

Company does not have significant influence initivestee. Investments in which the Company does Bmnificant influence are accounted
for using the equity method. The Company does rahtain trading inventory of marketable equity s#@s.

Intangible assets: Intangible assets consist pifiynafrpurchased patents. The costs incurred indibnd defending patents are capitalized
when management believes such costs serve to entfemealue of the patent. Capitalized costs rdleiessued patents are amortized over a
period not to exceed 17 years or the remainingfifdae patent, whichever is shorter, using thaight-line method.

Net loss per share: The Company computes net Erssgmmon share by dividing net loss for the ygathle weighte-average number of
common shares outstanding for the period.

Stock Based Compensation: Awards to employeestajrepto purchase the common stock of the Compagpecounted for under
Accounting Principles Board Opinion No. 25, "Acctiug for Stock Issued to Employees”, and relatéerpretations. No expense is
recognized for awards under non-compensatory p@aptons and warrants granted to non-employeea@reunted for under the Financial
Accounting Standards Board's Statement of Finadaiabunting Standards (SFAS) No. 123, "AccountingStock-Based Compensation”,
where the options or warrants granted are recodrbased on the fair value of the options or wagrahthe time of the grant.

New Accounting Pronouncements: On July 20, 2004 Fihancial Accounting Standards Board (FASB) idsB@atement of Accountir
Standards No. 141, "Business Combinations" (SFAS,lhd SFAS No. 142, "Goodwill and Other IntangiBksets" (SFAS 142). SFAS 1
requires that the purchase method of accountingsbd for all business combinations initiated aftere 30, 2001. As a result, the pooling-of-
interests method will be prohibited. SFAS 142 cleanipe accounting for goodwill from the amortizatimnethod to an impairment-only
approach. Thus, amortization of goodwill, includiopgodwill recorded in past business combination ,c&ase upon adoption of this
Statement, which for the Company will be Januar®0D2. The adoption of SFAS 141 and 142 will noteha material impact on the busin
results of operations or financial condition of thempany.

Reclassifications: Certain reclassifications haserbmade to prior year balances in order to conforthe current year presentation.
2. SEPTEMBER 11 EVENTS

On September 11, 2001, the Company's principakptabusiness at One World Trade Center was dexdragd, in connection therewith, the
Company lost 180 employees and Cantor and Tradk&psran aggregate of 478 employees (the SeptetribErents).

Through the implementation of its business recoypdan, the Company immediately relocated its sumg\employees to various locations in
the New York metropolitan area. The United Statsgegnment bond markets were closed on Septemb@001, and September 12, 2001.
the time the United States government bond marketisened on September 13, 2001, the Company hestablished global connectivity of
its eSpeed(R) system. The Company's operating iptapy software was unharmed.
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eSpeed, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

As a result of the September 11 Events, fixed asgith a net book value of $17,796,420 were destlofhe Company has recovered these
losses through its $40,000,000 of property inswga, as such, has not recorded a net loss rétatee destruction of its fixed assets. The
Company's property insurance also covers full pteent cost of the assets actually replaced. gsutr the Company has recorded a gain
on replacement of fixed assets through Decembe2@11 of $2,680,000, representing the excess ¢decement cost over the book value of
fixed assets destroyed. As of December 31, 20@1Ctimpany had received $20,476,420 of insuranagepds to cover the net book value of
the fixed assets that were destroyed plus the laobghof the assets replaced.

The Company has recognized a net provision of 83189 for non-property damage related to the $apte 11 Events. Such provision
includes the incremental costs associated withtigutisg external professionals for deceased eng#sy write-off of software development
costs, writeeff of goodwill and costs associated with the Comyparestructuring, including costs associated #ithclosing of two offices, i

a result of the September 11 Events, less refusmswed for marketing campaigns which were candelfeer the September 11 Events. The
write-off related to software development considtsosts that previously were capitalized but haoe been written off because the software
being developed related to aspects of the Comphangisess that were adversely affected by the Bdygell Events. The write-off of
goodwill relates to goodwill associated with theuaisition of TreasuryConnect LLC. The Company hdjpeecover a significant portion or

all of these costs through its $25,000,000 of kessrinterruption insurance coverage. However, tire&ny cannot currently estimate the
amount or timing of any such recovery and, acc@glgimo business interruption insurance recoverage been recorded at this time.

The following table summarizes the provision redaie the September 11 Events:

Description Amount
Accruals
Professional and consulting fees................... . $2,227,000
Recruitment...........occceeeviiieiennieneene . 2,961,563
ReStructuring.......ccccoeeeeeeeieiiiiiiiiiienns . 2,315,778
Other....ooiiiiieeie e . 1,550,308
9,054,649

Software development COStS............ccceeernnes . 2,299,913

GOOAWill....coveiiici e . 3,184,773
5,484,686

Less: Receipt for cancelled

marketing campaign.........cccccvvveieeieeeenennn. . (1,216,146)

Provision for September 11 Events, net............. . $13,323,189

At December 31, 2001, the accrual balance relatir@eptember 11 Events was $7,362,672. These amatmexpected to be paid within the
next 12 months.
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The Company has undertaken an assessment of bos$e®sts other than those described above thgpécts to incur in relation to the
September 11 Events, including loss of busineserAfich losses and costs are estimable, the Coniptends to submit insurance claims
such losses and costs pursuant to its businessliption insurance coverage. The Company expeatsatBignificant portion or all of these
losses and costs will be recovered by insurancecpds.

The Company paid a full year discretionary bonuth&oestates of its deceased employees, and Hadedcsuch amount in compensation
expense in the consolidated statement of operatioribe year ended December 31, 2001. The fanmiligke Company's deceased employ
will also receive a share of Cantor's partnersifits for the next five years to pay for, amongeatthings, 10 years of healthcare coverage.
These costs will be borne by Cantor and not byGbmpany.

3. FIXED ASSETS

December 31, December 31,

Fixed assets consist of the following: 2001 2000
Computer and communication equipment............... $10,021,646 $19,920,077
Software, including software development costs..... 18,870,472 12,038,930
Leasehold improvements and other fixed assets...... 474,525 422,396
29,366,645 32,381,403
Less accumulated depreciation and amortization..... (10,229,376) (8,940,038)
Fixed assets, Net........cccocvevivereerinernenns $19,137,269 $23,441,365

As a result of the September 11 Events, fixed asgith a net book value of $17,796,420 were destiand $2,299,913 of software
development costs were written off.

4. INTANGIBLE ASSETS

On April 3, 2001, the Company purchased the exetugghts to United States Patent No. 4,903,204 \(ttagner Patent) dealing with the
process and operation of electronic futures tradirgjems that include, but are not limited to, gndutures, interest rate futures, single stock
futures and equity index futures. The Company paseld the Wagner Patent from Electronic Tradinge®ystCorporation for an initial
payment of $1,750,000 in cash and 24,334 shartedfompany's Class A common stock valued at $800;Dhe patent expires in 2007.
Additional payments are contingent upon the germ@raif patent-related revenues. The Company hasatiapd approximately $6,300,000 of
legal costs associated with acquisition and defehffee Wagner Patent.

On August 7, 2001, the Company purchased the axeluights to United States Patent No. 5,915,266 (fawrence Patent) covering
electronic auctions of fixed income securities. Pagent expires in 2014. The Company purchasetlaheence Patent for $900,000 payable
over three years, and 15,000 warrants to purcles€ompany's Class A common stock at an exercice pf $16.08, which were valued at
$197,000. The warrants expire on August 6, 201Hithahal payments are contingent upon the generatigpatent-related revenues.

5. INCOME TAXES

Through December 9, 1999, the Company operatediagséon of CFS, which is a New York partnersHipder applicable federal and state
income tax laws, the taxable income or loss ofrénpaship is allocated to each partner based upon gartner's ownership interest. CFS is,
however, subject to the Unincorporated Business(U84) of the City of New York, and the benefit fimcome taxes represents a reduction
in UBT. The loss generated by the
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Company while it operated as a division of CFS used as a reduction of the taxable income of CESamsuch, the Company was
reimbursed for such tax benefit.

Since the commencement date of the Offering, Deeerh®, 1999, the Company has been subject to intaxnas a corporation. Net
operating losses (NOLs) from that date, approxinga$i51,200,000, will be available on a carry fovhasis to offset future operating
income of the Company. However, a valuation alloseanas been recorded at December 31, 2001 to tifsétll amount of the NOLs as
realization of this deferred tax benefit is departdgon generating sufficient taxable income priothe expiration of the NOLs.

6. COMMITMENTS AND CONTINGENCIES

Leases: Under an administrative services agreera8peed is obligated to Cantor for minimum rengainpents under Cantor's various non-
cancelable leases with third parties, principadlydffice space and computer equipment, expiringaaibus dates through 2016 as follows:

For the Year Ending December 31:

2002 i, $1,212,488
2003 i ———— 1,212,488
2004 i —————— 1,212,488
2005, i, 1,240,339
2006.cciiiiciiiiiie e, 1,240,339
Thereafter.....ocovvvveeeeeeee 10,978,045
Total oo $17,096,187

In 2002, Cantor obtained office space in New Yarkvhich Cantor and the Company will conduct opereai The commitments listed above
do not include payments for such office space a<tbmpany's allocation of such office space hadaen fully determined.

Rental expense under the above and under all offeating leases for the years ended Decembe081, &hd 2000 and the period from
March 10, 1999 to December 31, 1999 was $10,988%1,841,614 and $3,783,303, respectively.

Legal Matters: In the ordinary course of busin#ss,Company and Cantor are defendants or co-deféngavarious litigation matters. For
certain pending litigation matters or supplemeatigations surrounding Cantor's limited partngrstgreement, Cantor has agreed to
indemnify the Company with respect to any liakétithe Company may incur as a result of such lasveuiallegations. Although there can
no assurances, the Company believes, based omation currently available and consultation witlugsel, that the ultimate resolution of
these legal proceedings will not have a materiakegk effect on its financial condition or reswfperations.

Risk and Uncertainties: The majority of the Compamgvenues consist of transaction fees earned @antor based on fixed percentages of
certain commissions paid to Cantor. Consequently raductions in the amounts of such commissioit fgaCantor could have a material
adverse effect on the Company's most significantcgoof revenues. In addition, the Company's amid@a revenues could vary based or
transaction volumes of financial markets aroundwbed.
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7. ACQUISITIONS, INVESTMENTS, AND BUSINESS PARTNERRANSACTIONS
Williams and Dynegy

In June 2000, the Company sold to The Williams Canigs, Inc. (Williams) and Dynegy, Inc. (Dynegy)ddnit each consisting of (i)
789,071 shares (the Shares) of the Company's Blassnmon stock and (ii) warrants (the Warrants)eisable for the purchase of up to
666,666 shares of Class A common stock, for aneagge purchase price for each Unit of $25,000,0868.Warrants have a per share
exercise price of $35.20, a ten year term andxeecisable during the last 4 1/2 years of the tesuibject to acceleration under certain
prescribed circumstances intended to provide imeento Williams and Dynegy to invest in four Qtielil Verticals as described below. The
Shares were not transferable prior to the firsivarsary of the Closing. The Company recorded acash charge of $29,805,305 at the time
of the Closing to reflect the value of the Warrants

Each of Williams and Dynegy agreed that, subjethéosatisfaction of certain conditions, it wouldést $2,500,000 in at least four entities
(the Qualified Verticals) formed by the Company &wahtor within 12 months of the Closing. In Jun@2Ghe initial agreed upon period was
extended by the parties to a period not to exosed/ears. Investment by Williams and Dynegy wastiogent upon the Company and Cai
offering seven qualified verticals for investmdfthe Company and Cantor fail to provide sevenlifjgd vertical markets for Williams and
Dynegy to invest in, there will be no additionaréstment by Williams and Dynegy and they will cant to hold fully vested warrants. To
the extent that either Williams or Dynegy doesinwgést in at least four Qualified Verticals, suctiigy will be required to make a $2,500,000
payment to the Company for each investment not madeleSpark, the first Qualified Vertical, wasaddished in September 2000. Williams
and, subject to certain limitations, Dynegy, wil éntitled to invest $25,000,000 in shares of tam@any's Class A common stock (the
Additional Investment Right) if they invest in tRualified Verticals. Such right provides for invesnt at a 10% discount to the average
trading price for the 10 trading days precedingdate of such party's investment in such new Qedli¥ertical, or, under certain
circumstances, the public announcement of the faomaf such Qualified Vertical. The Additional lestment Right was approved by
stockholders at the Company's 2000 Annual Meetfri§tackholders on October 26, 2000.

The Company entered into an agreement with Camtstiging that, if and when an Additional Investm&ight is exercised by Williams or
Dynegy, the Company will purchase from Cantor kiaf number of shares purchased by Williams or Dyn&ge purchase price to be paic
Cantor by the Company will be the same purchase mér share as is paid by Williams and Dyneghatitne. Accordingly, the purchase of
any shares by the Company from Cantor will be siamdous with the sale of an equal number of sharélse Company to Williams or
Dynegy, and this part of the transaction will haeresulting effect on the Company's results ofatpens or total outstanding common stc

TradeSpark

On September 25, 2000, the Company and Cantogrijuiection with Williams and other participantstire energy market, formed
TradeSpark to operate a wholesale electronic daghenic marketplace in North America for naturasgelectricity, coal, emissions
allowances, and weather financial products.
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The Company invested $2,000,000 for a 5% intere$tadeSpark and Cantor invested $4,250,000 anglilcoted certain assets in exchange
for a 28.33% interest. The remaining 66.67% intenes purchased by energy industry market partitgpéEIPs). The Company has also
entered into a technology services agreement walddSpark pursuant to which the Company providesethnology infrastructure for the
transactional and technology related elementseofladeSpark marketplace as well as certain o#hrgicges in exchange for specified
percentages of transaction revenues from the npaost

In order to provide incentives to the EIPs to tradehe TradeSpark electronic marketplace, the Gomssued 5,500,000 shares of Series A
Redeemable Convertible Preferred Stock (SeriesefeRed Stock) and 2,500,000 shares of Series Bé&tadble Convertible Preferred Stock
(Series B Preferred Stock) to a limited liabilignepany newly-formed by the EIPs. Upon the satigfaadf certain revenue thresholds and
other conditions, principally related to the volunfdransactions executed through the TradeSparket@ace, the Series A Preferred Stock
and Series B Preferred Stock are convertible ieteS A and B Warrants, respectively, to colledyiymirchase up to 8,000,000 shares of the
Company's Class A common stock at an exercise pfi§27.94 per share. To the extent that the camditto full conversion are not satisfit
each share of unconverted Series A and B Pref&tack may be redeemed at the Company's optionagrba converted into 1/100th of a
share of the Company's Class A common stock. 9 20@ Company recognized a non-cash charge 08%2@0, equal to the fair value of
the 80,000 shares of Class A common stock issugdza conversion of the preferred stock, if nonéhefconditions are met. The Company
will recognize additional non-cash charges relatetthe issuance of these shares of preferred dtackl when they are converted over the six-
year period from date of issuance, which-cash charges could aggregate $53,644,800 if alifons (including but not limited to
TradeSpark total transaction revenues of at 1€280.$00,000) are met and all shares of prefer@akstre converted. No such additional non-
cash charges were recognized during the years ddelegimber 31, 2001 and 2000. The fair value oPtiederred Stock was estimated based
on the value of the warrants into which the Preféi$tock would be converted (assuming full coneesidiscounted for liquidity, hedging,
and dilution issues. The warrants were valued uaingdified Black-Scholes pricing model and assimngtas to risk-free interest rate,
expected life and range of expected volatility (%, 10 years, and 32% to 55%, respectively.

For the year ended December 31, 2001, the Compsingfe of TradeSpark's losses was $211,706.
Freedom

The Company and Cantor formed a limited partneréhip LP) to acquire an interest in Freedom Intéonal Brokerage (Freedom), a
Canadian government securities broker-dealer andSaotia unlimited liability company. On April 2001, the Company contributed
310,769 shares of its Class A common stock, vauié$,970,907, to the LP as a limited partner, tvisiatities the Company to 75% of the
LP's capital interest in Freedom. The Company shar&5% of the LP's cumulative profits but notimulative losses. Cantor contributed
103,588 shares of the Company's Class A commoR a®the general partner. Cantor will be allocatiédf the LP's cumulative losses or
85% of the cumulative profits. The LP exchanged4hé,357 shares for a 66.7% interest in Freedoraddfition, the Company issued fully
vested, non-forfeitable warrants to purchase 4@gb@ares of its Class A common stock at an exeprise per share of $21.31 to provide
incentives over the three year period ending A2004 to the other Freedom owner participants taaégto the Company's fully electronic
platform. The warrants were valued using a modiBéatk-Scholes pricing model and assumptions aiskefree interest rate, expected life
and expected volatility of 6%, five years and 508&pectively. The Company recorded additional paickpital of $3,589,000, representing
the value of the warrants, and $897,100 as a neh-daarge for the twelve months ended Decembe2(®1l. The remaining unamortized
balance of $2,691,900 will be recognized as anms@eatably through April 2004. To the extent neaesto protect the
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Company from any allocation of losses, Cantor dgied to provide future capital contributions e P up to an amount that would make
Cantor's total contribution equal to the Compainjtgal investment in the LP. The Company recei@8%o of all electronic transaction
services revenues and Freedom receives 35% ofreuehues. The Company also receives 35% of revateraged from Freedom's voice-
assisted transactions, other miscellaneous trdosacnd the sale of market data or other inforomati

The Company entered into this transaction printigal expand its business in Canadian fixed-incofmeign exchange and other capital
markets products and to leverage its opportunitigsansact business with the six leading Canatilimmcial institutions that are participants
in Freedom. The Company believes that Freedom magrience significant short-term losses as theevbiokerage business of Freedom is
converted to a fully electronic marketplace. Acdogly, the Company was willing to accept a redupeafits interest in order to avoid
recognizing potentially significant shaem losses prior to the anticipated achievemerfregdom of profitability. The Company determi
the appropriate number of shares and warrants issbed in this transaction based on the antidiplgémefits to be realized and the structure
of the profit and loss arrangement.

For the year ended December 31, 2001, the net ia@irthe LP was $425,787. The Company's shareapiribome was $63,868.
TreasuryConnect

On May 25, 2001, the Company acquired all the @dtrin TreasuryConnect LLC, a company that opeateelectronic trade
communication and execution platform for OTC deliues, in exchange for 188,009 shares of the Cogipaiass A common stock, valued
at $4,013,992 and cash of $170,781. The net assgtéred consisted of $1,000,000 of fixed assetsgpily related to software. The
remaining portion of the purchase price was alled¢ab goodwill. The Company's consolidated finalnstiatements include the operating
results, which were immaterial during 2001, of BgConnect LLC from the date of acquisition. A®sult of the September 11 Events, the
Company wrote off the goodwill associated with #ioguisition.

Loss on unconsolidated investments

On September 7, 2001, the Company wrote off itestments in QV Trading Systems and Visible Markeash of which ceased operation
the third quarter of 2001. The Company recognizixss of $3,833,679 related to the write-offs.

Deutsche Bank

On July 30, 2001, the Company entered into an aggaeto form a business partner relationship wiguiSche Bank, AG (Deutsche Bank),
whereby Deutsche Bank will channel its electronarket-making engines and liquidity for specified@&ean fixed income products using
the Company's electronic trading platform. In cario& with the agreement, Deutsche Bank purchaS6dsHares of Series C Redeemable
Convertible Preferred Stock (Series C PreferredhefCompany at its par value of $0.01 per shaamehEhare of the Series C Preferred is
convertible at the option of Deutsche Bank intesh@res of the Company's Class A common stock atisw@yduring the five years ending
July 31, 2006. The Company has recognized a ndmdazrge of $110,925, representing the fair vafumioh Class A common stock into
which the Series C Preferred may be convertedyrierof the future conditions are met. Such valuexitess of the cash proceeds was givi
an inducement to Deutsche Bank to enter into theesgent.

At the end of each year of the five year agreermenthich Deutsche Bank fulfills its liquidity andarket-making
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obligations for specified products, 150 sharesafes C Preferred will automatically convert intavants to purchase 150,000 shares of the
Company's Class A common stock at an exercise pfi$&4.79 per share. If all conditions are met alhdf the shares of preferred stock are
converted, the total non-cash charge could aggee®%830,000 over the next five years. The Compahyecognize the contingent narash
charges on a straight-line basis over the five pesiod as conditions are satisfied. For the yaded December 31, 2001, the Company has
recognized a non-cash charge of $214,606 for thdittons that had been satisfied to date.

At the end of the five year period, to the extératt tDeutsche Bank does not fulfill its obligatiamsder the agreement and Series C Preferred
shares remain outstanding, the Company has thenojgtiredeem each share of the Series C Prefeutsthoding in exchange for 10 share
the Company's Class A common stock.

8. RELATED PARTY TRANSACTIONS

All of the Company's Reverse Repurchase Agreensatgansacted on an overnight basis with CFS. tihéeterms of these agreements,
securities collateralizing the Reverse Repurchageéments are held under a custodial arrangemémnvthird party bank and are permitted
to be sold or repledged. The fair value of suchatedal at December 31, 2001 and 2000 totaled 239811 and $122,620,469, respectively.

Investments in TradeSpark and the limited partriprgtat invested in Freedom are accounted for utsiagequity method. The carrying value
of such related party investments approximated@B80 and $2,800,000 at December 31, 2001 andnileme31, 2000, respectively, and is
included in Investments in the Consolidated Statemef Financial Condition.

Under the Amended and Restated Joint Services Agmeebetween the Company and Cantor and servicesragnts between the Company
and TradeSpark and the Company and Freedom, th@&gnowns and operates the electronic trading syated is responsible for providil
electronic brokerage services, and Cantor, Trad&Spdreedom provides voice-assisted brokeragecssy, fulfilment services, such as
clearance and settlement, and related servicels,agucredit risk management services, oversigbliefit suitability and regulatory
compliance, sales positioning of products and otleevices customary to marketplace intermediaryaifwms. In general, for fully electronic
transactions, the Company receives 65% of theddios revenues and Cantor, TradeSpark or Freedoeives 35% of the transaction
revenues. In general, for voice-assisted brokettagsactions, the Company receives 7% of the tcdiosarevenues, in the case of Cantor
transactions, and 35% of the transaction revennédie case of TradeSpark or Freedom transactinraidition, the Company receives 25%
of the net revenues from Cantor's gaming businesses

Under those services agreements, the Company heedap provide Cantor, TradeSpark and Freedommtdady support services, including
systems administration, internal network suppapp®rt and procurement for desktops of end-useipatgnt, operations and disaster
recovery services, voice and data communicatiangat and development of systems for clearancesatittment services, systems support
for brokers, electronic applications systems artdvoek support, and provision and/or implementatidexisting electronic applications
systems, including improvements and upgrades theaatl use of the related intellectual propertitsgin general, the Company charges
Cantor, TradeSpark and Freedom the actual direttratirect costs, including overhead, of providsugh services and receives payment on &
monthly basis. In exchange for a 25% share of #igavenues from Cantor's gaming businesses, thgp&uy is obligated to spend and does
not get reimbursed for the first $750,000 each tguaf the costs of providing support and developinservices for such gaming businesses.

Under an Administrative Services Agreement, Captovides various administrative services to the gany, including accounting, tax, le:
and facilities management. The Company is requedimburse Cantor for the cost of providing seehvices. The costs represent the direct
and indirect costs of providing such services aieddatermined based upon the time incurred byrttliwidual performing such services.
Management believes that this allocation methodolsgeasonable. The Administrative Services Agrexnnas a three-year term which will
renew automatically for successive one-year temmhssg cancelled upon six months' prior notice biyegithe Company or Cantor. The
Company incurred administrative fees for such sevduring the years ended December 31, 2001, Deredtt, 2000 and for the period
ended December 31, 1999 totaling $9,797,996, $63824and $1,662,058, respectively.

The services provided under both the Amended arsthieal Joint Services Agreement and the Adminige&ervices Agreement are not the
result of arm's-length negotiations because Camtotrols the Company. As a result, the amounts
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charged for services under these agreements miaigher or lower than amounts that would be chatgethird parties if the Company did
not obtain such services from Cantor.

9. CAPITALIZATION

The rights of holders of shares of Class A and CBasommon stock are substantially identical, ektegt holders of Class B common stock
are entitled to 10 votes per share, while holdéGlass A common stock are entitled to one votespare. Additionally, each share of Clas
common stock is convertible at any time, at théoopof the holder, into one share of Class A commsimek. The Company initially issued
100 shares of Class B common stock to Cantor ihaxge for a cash contribution of $200,000.

Prior to the Offering, Cantor contributed net ass¥t$5,455,299. This contribution included fixesbets with a net book value of $7,370,560
and prepaid expenses of $1,202,223, and the assumgbtiabilities consisting of accrued compensatiaccounts payable and other liabili
of $3,117,484. In exchange for the contributiomef assets, the Company issued to Cantor 43,998[80@s of Class B common stock.
Immediately thereafter, Cantor converted 3,350 §itdres of Class B common stock into Class A comshack and sold them in the
Offering.

In the Offering, 10,350,000 shares of Class A comstock were sold at $22 per share, of which 7@@®shares were sold by the Company,
raising approximately $144,000,000 in proceeds tee@ffering expenses of $4,396,646, net of undéingridiscounts. The remaining shares
were sold by CFS.

In June 2000, the Company sold 1,578,142 shar€ast A common stock to minority investors for ddaesation of $50,000,000, as
discussed in Note 7. In connection with this tratisa, one half of the shares sold by the Compaesevpurchased from Cantor for
$25,000,000.

In July 2000, in conjunction with the acquisitiop @antor of a municipal bond brokerage business(bmpany issued 28,374 shares of
Class A common stock to the shareholders of thaiesdjbusiness. This stock issuance has beendraatan issuance on behalf of Cantor,
and the value of the stock issued has been reflet@ direct charge to accumulated deficit inGbmpany's statement of financial condition.
The Company also issued an additional 28,374 sludii@lmss A common stock to certain employees efabquired business in exchange for
promissory notes, which was recorded as a subgxriceivable. The promissory notes and the relssued shares were terminated and
cancelled effective December 1, 2001.

In September 2000, the Company issued 8,000,00@sb&Redeemable Convertible Preferred StockRtiegerred Stock) to business
partners in conjunction with an investment in tmadeSpark Qualified Vertical. As more fully desexibin Note 7, if certain conditions are
met, the Preferred Stock is convertible at theawptif the holder into warrants to purchase the Gomjs Class A common stock. To the
extent the conditions are not met, the Company eitaagr redeem the Preferred Stock or convert teéeRed Stock into 1/100th of a share of
the Company's Class A common stock.

During the years ended December 31, 2001 and 200@ompany sold 44,168 and 16,863 shares of @Glassnmon stock, respectively,
pursuant to the Company's Employee Stock PurchaseaB discussed in Note 12.

During the year ended December 31, 2001, the Coyniganed 18,833 shares of Class A common stocterkta the exercise of employee
options which are more fully discussed in Note 11.

On March 13, 2001, the Company and selling stoddrsl including CFS, completed a secondary offering 135,000 shares of the
Company's Class A common stock to the public at@#Gshare. Of the Class A common

68



eSpeed, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

stock offered, 2,500,000 shares were sold by thagamy, and 4,635,000 shares were sold by the geitotkholders, principally CFS.
Proceeds to the Company, net of underwriting distgbut before offering expenses of $1,940,1238Jeéd $47,750,000. On April 11, 2001,
CFS sold an additional 250,000 shares of ClassnAnoon stock in connection with the exercise of thdarwriters' over-allotment option.

As more fully discussed in Note 7, in 2001 the Campissued shares of its Class A common stock gcguisition and in business partner
transactions. The Company issued 310,769 shaiies@fass A common stock in the formation of a tedi partnership and 188,009 shares of
its Class A common stock in the acquisition ofadilthe interests in TreasuryConnect LLC. Additidpathe Company issued 750 shares of
Redeemable Convertible Preferred Stock as pam afjgeement with Deutsche Bank, AG.

On August 7, 2001, the Company issued 24,334 slaarpart of its acquisition of the Wagner Pateihiictvis more fully discussed in Note 4.

On September 10, 2001, the Company's board oftdireauthorized the repurchase of $40,000,000 wtanding Class A common stock. As
of December 31, 2001, the Company has purchasé@®4hares for a total of $221,892 under this emse plan.

10. LONG-TERM INCENTIVE PLAN

The Company has adopted the eSpeed, Inc. 1999 Teng-Incentive Plan, as amended and restated {iH&ldn) which provides for awards
in the form of 1) either incentive stock optionsnmn-qualified stock options; 2) stock appreciatigts; 3) restricted or deferred stock; 4)
dividend equivalents;

5) bonus shares and awards in lieu of obligationsaty cash compensation; and

6) other awards, the value of which is based inle/lboin part upon the value of eSpeed's Classmngon stock.

The Compensation Committee of the Board of Directatministers the LT Plan and is generally empowvayeletermine award recipients,
and the terms and conditions of those awards. Asvaraly be granted to directors, officers, employeessultants and service providers of
Company and its affiliates.

During 2001, the Company issued 10,934 sharesstricted Class A common stock valued at $220,24%ttain employees under the LT
Plan. The Company recognized the entire value 80F27 of compensation expense in the currentge#iie Company elected to fully vest
the shares after the September 11 Events.

11. OPTIONS AND WARRANTS
Issued in connection with the Long-Term IncentivenP

During the years ended December 31, 2001 and 268pectively, the Company issued 3,653,816 and)$B12 options to employees
pursuant to the LT Plan. The exercise prices feraptions equaled or exceeded the value of the @oy'gpClass A common stock on the ¢
of each award. The options generally vest ratabéyr éour or five years from the grant date.

Concurrent with the Offering, the Company issu&®8,445 options to employees and outside directiottse Company, of which 500,000
were immediately exercisable. At the time of thengr the remaining options were originally schedutevest as follows: 3,915,000 spread
ratably over the five successive anniversarieb®fQffering, 1,752,445 spread ratably over the fmacessive anniversaries of the Offering,
and 60,000 spread ratably over the three succesisiveonth anniversaries of the Offering.

Concurrent with the Offering, the Company also és5890,320 options to Cantor employees and a damsul he estimated fair value of the
options at the time of the Offering resulted innedime non-cash charge to the Company of $2,880r0the period ended December 31,
1999. The business purpose for issuing the opti@ssto compensate the individuals who assiste@dmepany in its formation and the
completion of the Offering.
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The Company issued 135,000 warrants to a consutannection with the Offering. The grant datéreated fair value of $1,352,835 has
been recorded both as an increase to additiondlipaiapital and as an increase in Offering expemggch have been charged against
additional paid-in capital.

On October 19, 2000, the option terms were amesdéHat, effective on the first anniversary of @igering, future vesting occurs ratably on
a quarterly basis. This amendment had no finamuiphct as the market value of the Company's Classmmon stock was below the
exercise price of all outstanding options at theed

As a result of the September 11 Events, the Comhadiyywested all options for deceased employeethefCompany, Cantor and TradeSp
In addition, the expiration date of options wasexlked to the fifth anniversary of the option grdaite. The extension of the expiration date
did not result in additional compensation expemsdHe year ended December 31, 2001 as the origiaal price of the options was higher
than the Company's stock price on the date of rioadién.

Pursuant to guidelines contained in APB 25, the gamy records no expense for options issued to grapto The weighted average grant
date fair values of employee stock options gramtece $3.23, $16.90 and $13.29 for the years endeeémber 31, 2001 and 2000 and the
period ended December 31, 1999, respectively. dhafing table represents the effect of the Comfmngt loss and net loss per common
share had the Company accounted for the optioits gtock-based compensation plan based on thedhie of awards at grant date in a
manner consistent with the methodology of SFAS 123:

Increase in ne t loss per
Year Increase in net loss common share
2001 $11,807,858 $0.2 1
2000 28,738,843 0.5 6
1999 6,642,591 0.1 5

The fair value of the above options and warrants estimated using a modified Black-Scholes optidcing model. The Black-Scholes
option valuation model was developed for use iimesting the fair value of traded options that hawevesting restrictions and are fully
transferable. In addition, option valuation modelguire the input of highly subjective assumptiomduding the expected stock price
volatility. Because the Company's stock optionsehelvaracteristics significantly different from tleasf traded options, and because changes
in the subjective input assumptions can matergligct the fair value estimate, in management'siopi the existing models do not
necessarily provide a reliable single measure efdir value of the stock options or warrants. Tdiwing table presents the assumptions
that were used in the Black-Scholes model for tery ended December 31, 2001 and 2000 and foetiwdended December 31, 1999:

Risk-free interest

Year rate Expected life Expe cted volatility Dividends
2001 3.25% 3 to 8 years 80% None
2000 5.25% 2 to 8 years 80% None
1999 6.00% 3 to 8 years 55% None

Issued in connection with acquisitions, investmemis business partner securities

In June 2000, the Company issued 1,333,332 wartamsrchase Class A common stock to businessgrartis discussed in Note 7. The
warrants expire in June 2010 and are generallycesadrle beginning December 2004. The estimated/&dire of the warrants at the time of
issuance resulted in a one-time non-cash chartjeto
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Company of $29,805,305. The fair value of the waisavas estimated using a modified Black-Schol&sngr model and assumptions as to
risk-free interest rate, expected life and expevutddtility of 7.4%, 10 years and 48%, respectively

As discussed in Note 4, on August 7, 2001, the Gomssued 15,000 warrants to purchase the Congp@fgss A common stock as part of
its purchase of a patent. The warrants expire aguati6, 2011 and the estimated fair value of theams issued was $197,000.

As discussed in Note 7, the Company issued 400M@0fants to purchase the Company's Class A commock as part of the formation of
the limited partnership to acquire Freedom.

The following table summarizes changes in all e @ompany's stock options and warrants from Maf;HL 299 (date of commencement of
operations) to December 31, 2001.

Options and Warrants

eSpeed and Weighted
Cantor emplo yee Warrants and Average
options Other Options Total Exercise Pr ice Expiration Dates
Granted...........ccoeveiniennne. 6,517,76 5 135,000 6,652,765 $22. 00 12/2004 - 12/2009
Exercised.. . - - -
Canceled... (24,90 0) (24,900) 22. 00
Balance, December 31, 1999......... 6,492,86 5 135,000 6,627,865 22. 00 12/2004 - 12/2009
Granted...........ccoeveiniennne 3,770,31 2 1,333,332 5,103,644 25. 76 2/2010 - 12/2010
Exercised.. . - - -
Canceled..........cccoeevvinnnns (292,46 0) (292,460) 24, 38
......... 9,970,71 7 1,468,332 11,439,049 23. 62 12/2004-12/2010
3,653,81 6 415,000 4,068,816 6. 45 1/2010 - 10/2011
(18,83 3) - (18,833) 22. 00
(378,37 1) (281,310) 18. 25
......... 13,227,32 9 1,883,332 15,110,661 $19. 76 12/2004-10/2011

The following table provides further details refatito all of the Company's stock options and wasrantstanding as of December 31, 2001.

Weighted
Weighted Average
average Remaining
Range of Number exercise Contractual Number Weighted Average
Exercise Prices Outstanding price L ife (in years) Exercisable Exercise Price
$5.10 to $8.97 3,358,557 $5.11 9.8 - -
13.88 to 20.50 2,238,115 16.39 7.0 1,148,737 $16.30
21.00to 31.19 8,773,113 23.76 6.3 4,754,473 22.32
31.63to 47.25 689,366 40.35 6.6 364,965 38.41
50.38 to 77.00 51,510 57.24 6.1 34,110 56.41
15,110,661 $19.76 7.2 6,302,285 $22.34
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12. STOCK PURCHASE PLAN

The Company has adopted a qualified Employee SRockhase Plan to permit eligible employees to mseltshares of eSpeed common ¢
at a discount. At the end of each quarterly purelpesiod, as defined, accumulated payroll dedustare used to purchase stock at a price
determined by a Stock Purchase Plan Administra@@immmittee, which will generally not be less tha®¥85f the lowest market price at
various defined dates during the purchase peribd.Jompany has reserved 425,000 shares of Classon stock for issuance under the
Stock Purchase Plan. During the year ended Dece®Bih@001, the Company issued 44,168 shares toogags at an average price of $1:
per share. During the year ended December 31, 200@ompany issued 16,863 shares to employeesatesiage price of $21.99 per share.
In October 2001, the Company suspended the ESPP.

13. DEFERRED COMPENSATION PLAN

Employees of the Company are eligible to parti@patthe eSpeed Inc. Deferral Plan for EmployedSanftor Fitzgerald, L.P. and its
Affiliates (the Plan), whereby eligible employeeaynelect to defer a portion of their salaries lngdiing the Company to contribute to the
Plan.

The Plan is available to all employees of the Camgpaeeting certain eligibility requirements andgigject to the provisions of the Employ
Retirement Income Security Act of 1974. Employestdbutions are directed to one or more investnfiends, one of which, beginning in
2000, invests in the Company's Class A common dthekeSpeed Stock Fund). The Company will matetirdmutions to the eSpeed Stock
Fund annually with up to $3,000 of the Companyas€IlA common stock per participant. In 2002 andL2€6@¢ Company contributed 28,241
and 14,050 shares of its Class A common stockimgl& employee contributions to the eSpeed StagidFor the year ended December 31,
2001 and 2000, respectively. The administratiothefPlan is performed by CFLP. The Company paysrdportionate share of such
administrative costs under the Administrative SsggiAgreement.

14. REGULATORY CAPITAL REQUIREMENTS

Through its subsidiary, eSpeed Government Secsiritie., the Company is subject to Securities axchBnge Commission (SEC) broker-
dealer regulation under Section 15C of the Seegriixchange Act of 1934, which requires the maariea of minimum liquid capital, as
defined. At December 31, 2001, eSpeed Governmaniriies, Inc.'s liquid capital of $65,789,445 viagxcess of minimum requirements
$65,764,445.

Additionally, the Company's subsidiary, eSpeed 8tes, Inc., is subject to SEC broker-dealer ragjoh under Rule 17a-5 of the Securities
Exchange Act of 1934 which requires the maintenarficeinimum net capital and requires that the rafiaggregate indebtedness to net
capital, both as defined, shall not exceed 15 #t December 31, 2001, eSpeed Securities, Incneadapital of $6,922,754, which was
$6,607,062 in excess of its required net capitad, @Speed Securities, Inc.'s net capital ratio®a8 to 1.

15. SEGMENT AND GEOGRAPHIC DATA TABLES

Segment Information: The Company currently operasasusiness in one segment, that of operatiregactive electronic businessiosines
vertical marketplaces for the trading of finan@at non-financial products, licensing software, praliding technology support services to
Cantor and other related parties.

Product information: The Company currently marketservices through three products; eSpeed M4l an integrated electronic trad
marketplace; eSpeed Software Solutions(SM), in lvtiie Company recognizes fees
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from technology support services and licensing;faed eSpeed Online(SM), which provides e-commbusinesses with online access to
wholesale market participants. Revenues from eShkekets(SM) and eSpeed Online(SM) are includetdansaction revenues and eSpeed
Markets(SM) comprises the majority of those revenue

Geographic Information: The Company operates infAimericas, Europe and Asia. Revenue attributiorpfoposes of preparing geographic
data is principally based upon the marketplace wite financial product is traded, which, as altefuegulatory jurisdiction constraints in
most circumstances, is also representative ofabatibn of the client generating the transacticulténg in commissionable revenue. The
information that follows, in management's judgm@nbvides a reasonable representation of the detvif each region as of and for the
periods indicated.

For the yea r For the year For the period fro m
ended ended March 10, 1999 to
Transaction Revenues: December, 31, 2001 December 31, 2000 December 31, 1999
EUrope.....ccoeeeieieiiiens $20,657, 534 $13,214,668 $5,392,923
ASi8.....cciiiieeiiieeeee, 2,653, 378 1,397,154 450,457

23,310, 912 14,611,822 5,843,380

Total Non-Americas...

AMETICAS....ccvvereereeenne. 75,057, 114 55,675,557 16,010,222
Total...oooeeiiiec, $98,368, 026 $70,287,379 $21,853,602
Average long-lived assets December 31, 2 001 December 31, 2000 December 31, 1999
Europe.......cccoevieinenn. $3,737, 700 $2,225,886 $2,257,914

ASiA i 434, 809 791,570 925,790

Total Non-Americas............... 4,172, 509 3,017,456 3,183,704
AMETICaS......coeevvrneeeene 19,031, 755 13,736,827 5,236,613
Total..oooeeiiiece $23,204, 264 $16,754,283 $8,420,317
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.
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PART 1lI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

The following table provides information as of Mart5, 2002 regarding our directors and executifieers.

Name Age Title

Howard W. Lutnick....... 40 Chairman of the Bo ard, Chief Executive
Officer and Presid ent

Lee M. Amaitis.......... 52  Global Chief Opera ting Officer; Director

Joseph C. Noviello...... 36 Executive Vice Pre sident and Chief Information
Officer; Director

Stephen M. Merkel....... 43  Executive Vice Pre sident, General Counsel and
Secretary; Directo r

Richard C. Breeden...... 52 Director(1)(2)

Larry R. Carter......... 58 Director(1)(2)

John H. Dalton.......... 60 Director (1)

William J. Moran........ 60 Director(1)(2)

(1) Non-employee director
(2) Member of the Audit and Compensation Committees

Howard W. Lutnick. Mr. Lutnick has been our Chainraf the Board of Directors and Chief Executivei€df since June 1999. Mr. Lutnick
has been our President since June 1999. Mr. Lujoickd Cantor in 1983 and has served as Pres@fehChief Executive Officer of Cantor
since 1991. Mr. Lutnick's company, CF Group Manageiminc., is the managing general partner of GaMo. Lutnick serves as co-
chairman of the Cantor Exchange(SM). Mr. Lutnickisiember of the Executive Committee of the Inttédguseum Foundation's Board of
Trustees, the Board of Managers of Haverford Cellagd the Board of Directors of the Zachary anddbiéeth M. Fisher Center for
Alzheimer's Disease Research at Rockefeller UnityeiSity Harvest and the Tate Gallery Projects t€en

Lee M. Amaitis. Mr. Amaitis has been our Global €tDperating Officer and director since Septeml12 Mr. Amaitis has been Executive
Managing Director of eSpeed International Limiteahi December 1999. Mr. Amaitis has also been Peesiand Chief Executive Officer of
Cantor Fitzgerald International and Cantor FitzigeEaurope since March 1995. Prior to joining Canbdr. Amaitis was Managing Partner
and Senior Managing Director of Cowen GovernmemtkBrs from April 1991 to February 1995 and was MgndMBS and Limited Partner
of Cowen & Co. from February 1989 to April 1991.

Joseph C. Noviello. Mr. Noviello has been our ExteeuVice President and Chief Information Officerdadirector since September 2001.
Noviello served as our Senior Vice President angiChechnology Officer from December 1999 to Segien2001. From December 199&
December 1999, Mr. Noviello served as Managing @aeof Cantor.

Stephen M. Merkel. Mr. Merkel has been our Exe@utfice President, General Counsel and Secretacg September 2001 and was our
Senior Vice President, General Counsel and Segrigtan June 1999 to September 2001. Mr. Merkelbleen our director since September
2001. Mr. Merkel has been Executive Managing DogdBeneral Counsel and Secretary of Cantor sirem®ber 2000 and was Senior Vice
President, General Counsel and Secretary of Céotor 1993 to December 2000. Mr. Merkel is respalesibr Cantor's legal, compliance,
tax, risk and credit departments. Mr. Merkel seag® director and Secretary of the Cantor
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Exchange(SM). Prior to joining Cantor, Mr. Merkehswice President and Assistant General Counggbtdman Sachs & Co. from
February 1990 to May 1993. From September 198&naary 1990, Mr. Merkel was associated with thefiaw of Paul, Weiss, Rifkind,
Wharton & Garrison. Mr. Merkel is on the Board aféxtors of Freedom International Brokerage Compamy is on the Management
Committee of TradeSpark, L.P.

Richard C. Breeden. Mr. Breeden has been our diregice December 1999. Since 1996, Mr. Breedeté&as Chairman and Chief
Executive Officer of Richard C. Breeden & Co., asudlting firm. Mr. Breeden was Chairman of the Bband Chief Executive Officer of
Equivest Finance, Inc., a publicly traded vacatiemership company, from October 1997 to Februad®22and was President of Equivest
from October 1998 to February, 2002. Mr. Breedendwved as Trustee for the Bennett Funding Glogpsince 1996. From 1993 to 1996,
Mr. Breeden served as Chairman of the worldwidarfaial services practice of Coopers & Lybrand drain 1989 to 1993, Mr. Breeden was
Chairman of the U.S. Securities and Exchange CosiamisMr. Breeden is a member of the Board of Doecof W.P. Stewart & Co., Ltd.

Larry R. Carter. Mr. Carter has been our direcioces December 1999. Mr. Carter joined Cisco Systent®mputer technology company, in
January 1995 as Vice President, Finance and Adtratian and as Chief Financial Officer and Secgethr July 1997, he was promoted to
Senior Vice President, Finance and Administratdnief Financial Officer and Secretary and served dsector of Cisco Systems since July
2000. From 1992 to January 1995, Mr. Carter wae Wiesident and Corporate Controller at Advancedtd/Devices. His career also
includes four years with V.L.S.1. Technology Ins.\dice President, Finance and Chief Financial @ffend two years at S.G.S. Thompson
Microelectronics Inc. as Vice President, Financéimnistration and Chief Financial Officer. He algment 19 years at Motorola, Inc., where
he held a variety of financial positions, the llasing Vice President and Controller, M.O.S. Grddp. Carter is a member of the Board of
Trustees at Loyola Marymount University. Mr. Caiigealso on the Board of Directors of TransmetapCand QLogic Corporation.

John H. Dalton. Mr. Dalton has been our directocsiFebruary 2002. Mr. Dalton has been PresideiR@fPhotonics Corp., a company that
designs, develops and manufactures a range of egdamplifiers and lasers for the telecom and itm@disnarkets, since September 2000.
From May 1999 to June 2000, Mr. Dalton was Chairrauaah Chief Executive Officer of EPCAD Systems, enpany that researches and
develops electroplasma technology for the metalastry. Mr. Dalton served as Secretary of the Niaogn July 1993 to November 1998. Mr.
Dalton serves on the Board of Directors of Tran$ifetogy Corp. and Fresh Del Monte Produce Inc.

William J. Moran. Mr. Moran has been our directimce December 1999. Mr. Moran is Executive VicesRient and General Auditor of J.P.
Morgan Chase & Co. Mr. Moran joined the Chase M#mhaCorporation and the Chase Manhattan Bank 7% & Internal Control
Executive. After several promotions, Mr. Moran wasned General Auditor in 1992, Executive Vice Rlest in 1997 and a member of the
Management Committee in 1999. Before joining Chisie Moran was with the accounting firm of Peat, ik, Mitchell & Co. for nine
years.

COMMITTEES OF THE BOARD

Our board of directors has an Audit Committee a@bmpensation Committee. The members of our Audinf@ittee are Messrs. Breeden,
Carter and Moran, all of whom are independent ¢nsc Our Audit Committee selects the independeditars, reviews such auditors’
independent status, consults with such auditorsaatidmanagement with regard to the adequacy ofrdernal accounting controls and
considers any non-audit functions to be performethbk independent auditors.

The members of our Compensation Committee are lgleBseeden, Carter and Moran. The Compensation Giveenis responsible for
reviewing and approving all compensation arrangasifam our executive officers and for overseeing stock option and stock purchase
plans.
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMRINCE

Under the securities laws of the United States din@ctors, executive officers and any person mgjahore than 10% of our Class A common
stock are required to file initial forms of owneilof our Class A common stock and reports of clearig that ownership with the Securities
and Exchange Commission. Specific due dates feetf@ms have been established, and we are redqoidisiclose in this report any failure
to file by these dates.

Based solely on our review of the copies of suemforeceived by us with respect to fiscal 200 viGtten representations from certain
reporting persons, to the best of our knowleddeepbrts were filed on a timely basis.

ITEM 11. EXECUTIVE COMPENSATION

The following table provides certain summary infation concerning all compensation earned for ttae gaded December 31, 2001, the
ended December 31, 2000 and the period from MabB¢hi999 through December 31, 1999 by our Chief Httee Officer and each of our
other executive officers required to be includethim table (collectively, the Named Executive GHfE).

Summary Compensation Table

Long-Term
Compensation
Awards
Underlying Name
and Principal Position Ye ar  Salary Bonus Options (#)
Howard W. Lutnick 20 01 $400,000 $600,000 1,500,000
Chairman, Chief Executive Officer 20 00 350,000 650,000 625,000
and President 19 99 280,000 -- 2,500,000
Frederick T. Varacchi*.............cccuee... 20 01 354,167 500,000 --
20 00 500,000 500,000 200,000
19 99 400,000 -- 800,000
Douglas B. Gardner*...........ccccecuvueennn. 20 01 177,083 350,000 --
20 00 250,000 350,000 75,000
19 99 200,000 -- 375,000
Lee M. AMaitiS......coocveeeeiiiiiieennins 20 01 107,418 300,000 375,000
Global Chief Operating Officer 20 00 107,418 333,333 50,000
19 99 -- - 325,000
Joseph C. Noviello.........cccvvvreinnnn. 20 01 275,000 400,000 200,000
Chief Information Officer 20 00 250,000 350,500 65,000
19 99 175,000 250,000 85,000
Stephen M. Merkel..........cccovvvevnnnnen. 20 01 150,000 400,000 200,000
Executive Vice President, Secretary 20 00 150,000 300,000 100,000
and General Counsel 19 99 120,000 -- 100,000

*Messrs. Varacchi and Gardner were lost as a reétifte terrorist attacks on September 11, 2001.
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The following table sets forth the options granteding 2001 to, and the value of the options heldecember 31, 2001 by, our Named
Executive Officers. Messrs. Varacchi and Gardneewst granted any options during 2001:

OPTION GRANTS IN LAST FISCAL YEAR
Individual Grants

Percent of Total

Number of Shares Options Granted
Underlying Options to Employees  Exercise or base Grant Date
Name Granted in 2001 Price ($/Share) Expiration Date Present Value ($)
Howard W. Lutnick........... 1,500,000(1) 42.2% $5.10 10/19/11 4,068,150(2)
Lee M. Amaitis.............. 375,000(1) 10.5 5.10 10/19/11 1,017,038(2)
Joseph C. Noviello.......... 200,000(1) 5.6 5.10 10/19/11 542,420(2)
Stephen M. Merkel........... 200,000(1) 5.6 5.10 10/19/11 542,420(2)

(1) The options vest quarterly over a four yeaiquefrom the date of grant, October 19, 2001.
(2) The fair value of the options was estimateaigisi modified Black-Scholes option pricing moded éime following assumptions: risk-free
interest rate of 3.25%, no expected dividends, ebgokstock price volatility of 80% and assumedeaekercised at 80% of their original life.

The following table provides information, with resp to the Named Executive Officers, concerningomgtand SARs held as of December
31, 2001.

AGGREGATED OPTION/SAR EXERCISES IN LAST FISCAL YEAR
AND FISCAL YEAR-END OPTION/SAR VALUES

Number of Securities Underlying  Valu e of Unexercised In-Money
Shares Unexercised Options/SARS at Opt ions/SARs at Fiscal Year
Acquired on  Value Realized Fiscal Year End (#) End($)(1)
Exercise on E xercise - e
Name #) ($) Exercisable  Unexercisable  Exe rcisable  Unexercisable
Howard W. Lutnick........... 0 - 1,425,000 3,200,000 11 ,799,000 26,496,000
Frederick T. Varacchi*...... 0 - 1,000,000 - 8 ,280,000 -
Douglas B. Gardner*......... 0 - 450,000 - 3 ,726,000 --
Lee M. Amaitis.............. 0 - 140,000 610,000 1 ,159,200 5,050,800
Joseph C. Noviello.......... 0 - 58,750 291,250 486,450 2,411,550
Stephen M. Merkel........... 0 - 60,000 340,000 496,800 2,815,200

(1) Based on the last reported price of $8.28 for@ass A common stock on December 31, 2001.
* Messrs. Varacchi and Gardner were lost as atre$tie terrorist attacks on September 11, 2001.

COMPENSATION OF DIRECTORS

Directors who are also our employees do not recailditional compensation for serving as directons.October 19, 2001, we granted eac
our three non-employee directors at the time optitorpurchase 30,000 shares of our Class A comiogok at an exercise price per share
equal to $5.10, which was the price of our Clasofmon stock on October 18, 2001. These optiorisivésree equal installments
beginning on the first of three semi-
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anniversaries of the date of grant. Effective Fabrd 1, 2002, Mr. Dalton was granted an optionucpase 30,000 shares of our Class A
common stock at an exercise price per share o638.8onnection with his election to our board. @an-employee directors receive annual
compensation of $25,000. They also receive compiens@r each quarterly meeting of the board oédiors attended of $2,000 and options
to purchase 1,500 shares of our Class A commoR,sidich options vest in three equal installmerggibning on the first of three semi-
anniversaries of the date of grant, and they recgiy000 for each additional meeting of our bodrdirectors or committee of our board of
directors actually attended, whether by telephanatierwise. If both a meeting of our board of diogs and of a committee of our board of
directors are held on the same date, an aggrefi&ie@D0 will be paid for attendance at both megtifNon-employee directors also are
reimbursed for all out-of-pocket expenses incuireattending meetings of our board of directors@nmittees of our board of directors.

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

The Compensation Committee of our board of directonsists of Messrs. Breeden, Carter and Mordrofahe members of our
Compensation Committee are non-employee directwisage not former officers. During 2001, none of executive officers served as a
member of the board of directors or on the comp@rsaommittee of a corporation where any of ite@xive officers served on our
Compensation Committee or on our board of directors

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

BY MANAGEMENT. The following table sets forth ceitainformation, as of March 15, 2002, with respicthe beneficial ownership of our
common equity by: (i) each director; (ii) each lné tNamed Executive Officers; and (iii) all execatifficers and directors as a group. Each
person listed below can be reached at our headgsdotated at 299 Park Avenue, New York, NY 105#Hares of Class B common stock
are convertible into shares of Class A common s&cny time in the discretion of the holder oma-for-one basis. Accordingly, a holder of
Class B common stock is deemed to be the benefiginer of an equal number of shares of Class A comstock for purposes of this table.

Beneficial Ownership(1)

Class A common Class B common
stock stock
Name Shares % Share s %
Howard W. LUtniCK.............cccocvrvrunen. 29,780,697 (2) 52.5%(3) 26,68 8,814(4) 100%
Lee M. Amaitis........ccccevverrieiniiennnnen. 309,136 1.1(5) -- --
Joseph C. Noviello.. 95,224
Stephen M. Merkel.. 133,703 (6) *
Richard C. Breeden 64,499 *
Larry R. Carter........ 85,499 (7) *
John H. Dalton.... . - *
William J. Moran..........ccccoevevvincnnenne. 44,999 *
All executive officers and directors as a
group (8 PErsONS) .......ccovevvirvervenvenenns 30,513,466 53.3%(8) 26,68 8,814 100%

* Less than 1%

(1) Based upon information supplied by officers diréctors, and filings under Sections 13 and lthefSecurities Exchange Act of 1934, as
amended (the Exchange Act).
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(2) Consists of (1) 1,743,750 shares of Class Amomstock subject to options currently exercisablexercisable within 60 days of March
15, 2002, (2) 2,667,475 shares of Class B comnumrkdteld by Cantor Fitzgerald, L.P., which shamesiammediately convertible into shares
of Class A common stock, (3) 24,021,339 sharedag<xB common stock held by Cantor Fitzgerald Stesrwhich shares are immediately
convertible into Class A common stock, (4) 387,4B8res of Class A common stock held by CF Groupadgament, Inc. and (5) 960,664
shares of Class A common stock held directly by IMitnick. Cantor Fitzgerald, L.P. is the managimgtper of Cantor Fitzgerald Securities.
CF Group Management, Inc. is the managing genaréh@r of Cantor Fitzgerald, L.P. and Mr. Lutniskle President and sole stockholder
of CF Group Management, Inc.

(3) Percentage based on (1) 28,290,779 sharess$ @l common stock outstanding on March 15, 2()2§,688,814 shares of Class B
common stock immediately convertible into Classofnenon stock and (3) 1,743,750 shares of Class Araamstock subject to options
currently exercisable or exercisable within 60 dafysarch 15, 2002.

(4) Consists of (1) 2,667,475 shares of Class Bwomstock held by Cantor Fitzgerald, L.P., whichrgls are immediately convertible into
shares of Class A common stock and (2) 24,021,888:s of Class B common stock held by Cantor RigdgeSecurities, which shares are
immediately convertible into Class A common stdcintor Fitzgerald, L.P. is the managing partneCaitor Fitzgerald Securities. CF Gr¢
Management, Inc. is the managing general partn€aotor Fitzgerald, L.P. and Mr. Lutnick is the $tdent and sole stockholder of CF
Group Management, Inc.

(5) Percentage based on (1) 28,290,779 sharesse$ @l common stock outstanding on March 15, 2002(2n205,624 shares of Class A
common stock subject to options currently exerdesab exercisable within 60 days of March 15, 2002.

(6) Includes 2,250 shares of Class A common stecieficially owned by Mr. Merkel's spouse.
(7) Includes 45,500 shares of Class A common steaked by Cavallino Ventures LLC, of which Mr. Carig the President.

(8) Percentage based on (1) 28,290,779 sharesas$ @l common stock outstanding on March 15, 202,688,814 shares of Class B
common stock immediately convertible into Classofnenon stock and (3) 2,261,495 shares of Class Aramstock subject to options
currently exercisable or exercisable within 60 dafysarch 15, 2002.

BY OTHERS. The following table sets forth certaifiormation, as of March 15, 2002, with respecti® beneficial ownership of our
common equity by each person or entity known ttouseneficially own more than 5% of our Class A coom stock and Class B common
stock, other than our officers and directors. Usieslicated otherwise, the address of each ermdigd is 299 Park Avenue, New York, NY
10171, and each entity listed has sole voting amestment power over the shares beneficially owBédres of Class B common stock are
convertible into shares of Class A common stockngttime in the discretion of the holder on a ooeene basis. Accordingly, a holder of
Class B common stock is deemed to be the benefiginkr of an equal amount of number of shares af<A common stock for purposes of
this table.

Beneficial Ownership(1 )
Class A common stock C lass B common stock
Name Shares % Share s % (2)
Cantor Fitzgerald Securities........cccoeeeevneee. L 24,021,339(3) 45.9%(4) 24,021 ,339 90.0%
Cantor Fitzgerald, L.P...ooooviiiiiiiieeieees 26,688,814(5) 48.5%(6) 26,688 ,814(7) 100.0%
CF Group Management, INC......ccoocvevvvvevvces 27,076,283(8) 49.2%(6) 26,688 ,814(7) 100.0%
J.P. Morgan Chase & CO. (9)..cc.coovvevvvcvvenneeee 1,637,364  5.8%(10) -

(1) Based upon filings under Section 13 of the BExgje Act.
(2) Based on 26,688,614 shares of Class B comnoek sutstanding on March 15, 2002.
(3) Consists of shares of Class B common stock.

(4) Percentage based on 28,290,779 shares of £le@®amon stock outstanding on March 15, 2002 an@24339 shares of Class B
common stock immediately convertible into Classofnenon stock.
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(5) Consists of (1) 2,667,475 shares of Class Bnesomstock owned by Cantor Fitzgerald, L.P. and2@P21,339 shares of Class B common
stock owned by Cantor Fitzgerald Securities, wisichres are immediately convertible into Class Ammom stock. Cantor Fitzgerald, L.P. is
the managing partner of Cantor Fitzgerald Secutitie

(6) Percentage based on 28,290,779 shares of £le@smon stock outstanding on March 15, 2002 an@88%614 shares of Class B
common stock immediately convertible into ClassoBhmon stock.

(7) Consists of 2,667,475 shares of Class B comstmek owned by Cantor Fitzgerald, L.P. and 24,024 shares of Class B common stock
owned by Cantor Fitzgerald Securities. Cantor [italgl, L.P. is the managing partner of Cantor [eitatfl Securities. CF Group Managem
Inc. is the managing general partner of Cantorgeitald, L.P.

(8) Consists of (1) 387,469 shares of Class A comatock held by CF Group Management, Inc., (2) 24,839 shares of Class B common
stock held by Cantor Fitzgerald Securities, whicares are immediately convertible into Class A camrstock and (3) 2,667,475 shares of
Class B common stock held by Cantor Fitzgerald,,lwich shares are immediately convertible intasS8IA common stock. CF Group
Management, Inc. is the managing general partn€aotor Fitzgerald, L.P.

(9) The address of J.P. Morgan Chase & Co. is 2fR Rvenue, New York, NY 10017. J.P. Morgan Chas€& has sole voting power with
respect to 1,302,897 shares, sole dispositive paitbirespect to 1,632,784 shares and shared disgogower with respect to 4,580 shares
of Class A common stock.

(10) Percentage based on 28,290,779 shares of £le@mmon stock outstanding on March 15, 2002.
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS
THE FORMATION TRANSACTIONS

Concurrently with our initial public offering, Camtcontributed to us certain of our assets. Theseta primarily consist of the proprietary
software, network distribution systems, technolegiad related contractual rights that comprisee@reed(R) system. In exchange for these
assets, we issued to Cantor 43,999,900 shares @flass B common stock, representing approxim#8ds of the voting power of our

capital stock outstanding at the time. Cantor caede3,350,000 of these shares into the sharesralass A common stock which it sold in
our initial public offering in December 1999.

We entered into the agreements described belowrinaction with the formation transactions and tip ldefine the terms of our relationship
with Cantor in the future. In an effort to mitigatenflicts of interest between us and Cantor, wet@antor have agreed that none of these
agreements may be amended without the approvamafjerity of our disinterested directors.

JOINT SERVICES AGREEMENT

Under our Joint Services Agreement with Cantorpwea and operate the electronic trading systemsaamdesponsible for providing
electronic brokerage services, and Cantor prowdé&se-assisted brokerage services, clearancessettit and other fulfillment and related
services, such as credit and risk management ssnwersight of client suitability and regulategmpliance, sales positioning of products
and other services customary to brokerage opergatikinis agreement provides for a perpetual term.

REVENUE SHARING ARRANGEMENT

Under the Joint Services Agreement, we and Cahmescommissions derived from transactions effectelde marketplaces in which we
collaborate and other specified markets. We haveeaigto collaborate with Cantor to determine thewamh of commissions to be charged to
clients that affect transactions in these markegdahowever, in the event we are unable to agiteeGantor with respect to a transaction
pricing decision, Cantor is
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entitled to make the final pricing decision witlspect to transactions for which Cantor providese@issisted brokerage services and we are
entitled to make the final pricing decision wittspect to transactions that are fully electronic. M&y not make a final transaction pricing
decision that results in the share of transact@nroissions received by Cantor being less than Cardotual cost of providing clearance,
settlement and fulfillment services and other taation services. We and Cantor share revenuesedifiiom transactions effected in the
marketplaces in which we collaborate and otherifipdanarkets. The portion of the transaction raxesithat we and Cantor receive are b
on several factors, including whether: (1) the regslace is one in which we collaborate with Can{®y;the transaction is fully electronic or
Cantor provides voice-assisted brokerage servi{8gshe product traded is a financial or other piidand (4) the product is traded on the
Cantor Exchange(SM). The percentage of the traimsatvenues we receive ranges from 2.5% to 65%ueder, in general, we receive 65%
of the transaction revenues for fully electronangactions and Cantor receives 35% of the tramsactvenues. Cantor receives 93% of the
transaction revenues for voice-assisted brokeragsactions and we receive 7% of the transactioentges. In addition, if the transactions
relate to a gaming business, we receive 25% ofi¢hérading revenues.

SOFTWARE SOLUTION SERVICES

We also provide to Cantor technology support sesjincluding (1) systems administration, (2) inegémetwork support, (3) support and
procurement for desktops of end-user equipmeniéyations and disaster recovery services,

(5) voice and data communications, (6) supportdewklopment of systems for clearance, settlemeahb#rer fulfillment services, (7)
systems support for Cantor brokers, (8) electrapjglications systems and network support and dpugdat for the unrelated dealer
businesses with respect to which we do not colkaieorith Cantor and (9) provision and/or implem#éataof existing electronic applications
systems, including improvements and upgrades themat use of the related intellectual propertiitsghaving application in a gaming
business. Cantor pays to us an amount equal wirdet and indirect costs, including overhead, thatincur in performing these services. In
exchange for a 25% share of the net revenue fromto€a gaming businesses, we are obligated to spedidio not get reimbursed for the f
$750,000 each quarter of costs of providing supaodt development services for such gaming busisesse

INTELLECTUAL PROPERTY

Cantor has granted to us a license covering Cargatents and patent applications that relate t@®peed(R) system. The license is
perpetual, irrevocable, worldwide and royalty feeel is exclusive, except in the event that (1) reuawilling to provide to Cantor any
requested services covered by the patents witlecesp a marketplace and Cantor elects not to reaus to do so, or we are unable to provide
such services or (2) we do not exercise our rigfitst refusal to provide to Cantor electronic kevage services with respect to a
marketplace, in which events Cantor will have atiah right to use the patents and patent applicatsmlely in connection with the operation
of that marketplace. Cantor will cooperate withatspur expense, in any attempt by us to preventtard party infringement of our patent
rights under the license. Cantor has also gramted 2 non-exclusive, perpetual, irrevocable woidéwroyalty-free right and license to use
the servicemarks "Cantor Exchange(SM)," "Interactatching(SM)," "MOLE(SM)" and "CX(SM)".

NON-COMPETITION AND MARKET OPPORTUNITY PROVISIONS

The Joint Services Agreement imposes performaniigadions on us and restricts our ability to conepetth Cantor and Cantor's ability to
compete with us in markets that we and Cantortitadilly operate. We and Cantor have agreed taueecthe TradeSpark and Freedom
marketplaces from the provisions of the Joint SiwiAgreement in order to enable us to enter eparmte agreements in connection with
new marketplaces.
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ADMINISTRATIVE SERVICES AGREEMENT

Under our Administrative Services Agreement witmtoa, Cantor provides certain administrative anchaggement services to us. Cantor
makes available to us some of its administrativet@her staff, including its internal audit, treasdegal, tax, insurance, human resources,
facilities, corporate development and accountiaffstMembers of these staffs arrange for our msce coverage and provide a wide arra
services, including administration of our persorara payroll operations, benefits administratioteiinal audits, facilities management,
promotional sales and marketing, legal, risk mamaayg, accounting and tax preparation and otheicesvWe reimburse Cantor for the
actual costs incurred by Cantor, plus other redsler@osts, including reasonably allocated overtaatlany applicable taxes. We have also
entered into arrangements with Cantor under whiethave the right to use certain assets, princigallgputer equipment, from Cantor. Th
assets are subject to operating leases with thiry peasing companies. Under the Administratives8es Agreement, we provide sales,
marketing and public relations services to Cartantor reimburses us for the actual costs incuryeds, plus other reasonable costs,
including reasonably allocated overhead. The Adstiafive Services Agreement has a three-year tdrichwvill renew automatically for
successive one-year terms unless canceled by eghar Cantor upon six months' prior notice; preddhowever, that our right to use our
London office space expires at the earlier of

(1) the time Cantor's lease expires in 2016 oufj Cantor ceases to be an affiliate of ours @adtor asks us to vacate.

Pursuant to the Administrative Services Agreeméantor is required to obtain for us, among otherg, property and casualty insurance of
not less than $40 million and business interrupiisurance of $25 million. Cantor has procured iasue coverage for us in these respective
amounts; however, we are listed on this insuraintieypas one of several insured parties, togettigr @antor and several of its affiliates.
This insurance policy is for aggregate amountsiess of the amounts set forth above. The Admatise Services Agreement does not
provide for the allocation of the proceeds amorggrtamed insureds. Insurance proceeds paid to dasebieen paid to Cantor on behalf of all
parties named on the policy, and Cantor has akalctitese proceeds among the insured parties.

REGISTRATION RIGHTS AGREEMENT
Pursuant to the Registration Rights Agreement edtarto by Cantor and us, Cantor has received pigicly and demand registration rights.

The piggyback registration rights allow Cantorégister the shares of our Class A common stocledssu issuable to it in connection with
the conversion of its shares of our Class B comstook whenever we propose to register any sharesraflass A common stock for our
own or another's account under the Securities érca foublic offering, other than any shelf registna of shares of our Class A common st
to be used as consideration for acquisitions oftia@l businesses and registrations relating tpleyee benefit plans.

Cantor also has the right, on three occasiongduire that we register under the Securities Agtarall of the shares of our Class A comr
stock issued or issuable to it in connection wlith tonversion of its shares of our Class B commaeksThe demand and piggyback
registration rights apply to Cantor and to any sfaree of shares held by Cantor who agrees to liedbloy the terms of the Registration
Rights Agreement.

We have agreed to pay all costs of one demandlapijgyback registrations, other than underwrit@igcounts and commissions. We have
also agreed to indemnify Cantor and any transfemeeertain liabilities they may incur in connectiwith the exercise of their registration
rights. All of these registration rights are subjecconditions and limitations, including (1) thight of underwriters of an offering to limit the
number of shares included in that registrationo{@)right not to effect any demand registratiothwi six months of a public
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offering of our securities; and (3) that Cantoresy to refrain from selling its shares during tegqa from 15 days prior to and 90 days after
the effective date of any registration statementHe offering of our securities.

POTENTIAL CONFLICTS OF INTEREST AND COMPETITION WIT H CANTOR

Various conflicts of interest between us and Cantay arise in the future in a number of areasirejab our past and ongoing relationships,
including potential acquisitions of businessesropprties, the election of new directors, paymédmticidends, incurrence of indebtedness,
matters, financial commitments, marketing functiagndemnity arrangements, service arrangementgime®es of our capital stock, sales or
distributions by Cantor of its shares of our comrstotk and the exercise by Cantor of control owgrmanagement and affairs. A majority
our directors and officers also serve as direcioddor officers of Cantor. Simultaneous servicaragSpeed director or officer and service as
a director or officer, or status as a partner, @for could create or appear to create potenti#licts of interest when such directors, officers
and/or partners are faced with decisions that chaie different implications for us and for Cantdr. Lutnick, our Chairman, President and
Chief Executive Officer, is the sole stockholdetltd managing general partner of Cantor. As a telgl Lutnick controls Cantor. Cantor
owns shares of our Class A common stock and ClassBnon stock representing approximately 90.4%eftbtal voting power of our
capital stock. Mr. Lutnick's simultaneous serviseoar Chairman, President and Chief Executive @ffand his control of Cantor could cre
or appear to create potential conflicts of intemasén Mr. Lutnick is faced with decisions that abhlave different implications for us and for
Cantor.

Our relationship with Cantor may result in agreeta¢hat are not the result of arm's-length negotiat As a result, the prices charged to us
or by us for services provided under agreements @Géntor may be higher or lower than prices that beacharged by third parties and the
terms of these agreements may be more or lessafaleato us than those that we could have negotiaitiacthird parties. However,
transactions between us and Cantor and/or its affikates are subject to the approval of a mayjoof our independent directors. In addition,
Cantor can compete with us under certain circunest®n

WILLIAMS AND DYNEGY

On June 5, 2000, each of Williams Energy Marke8@ngrading and Dynegy purchased a unit consistin¢apf789,071 shares of our Class A
common stock and (b) warrants exercisable for threlmse of up to 666,666 shares of our Class A aamstock, for an aggregate purchase
price for the unit of $25.0 million. The warrantve a per share exercise price of $35.20, a 10tgearand are exercisable commencing on
December 5, 2005, subject to acceleration undeéaiogsrescribed circumstances. Acceleration restdta the investment by Williams and/
Dynegy, along with at least two additional partaips, in four new electronic and telephonic velsi¢a be formed by us and Cantor, which
we refer to as Qualified Verticals, by an agreedrugate. The initial agreed upon date of June 2@@lbeen extended by the parties for a
period not to exceed two years. We refer to suctopes the Presentment Period. The PresentmeiodReyerates in three month increme
and is subject to the right of Dynegy and Williatngefuse to grant an additional three month extensn not less than 30 days' prior notice
to us. In connection with the four Qualified Vedts, Williams and, subject to certain limitatiols;negy, will be entitled to invest $25.0
million in shares of our Class A common stock 4086 discount to the trading price of our Class fown stock determined at the time of
the investment in the Qualified Vertical. If we peat Qualified Vertical opportunities in accordamgth the terms of the agreements, and
either Williams or Dynegy does not invest in atsteaur Qualified Verticals, the non-investing épntvill be required to make a $2,500,000
payment to us for each investment not made, upti@dmum of $10 million. Williams and Dynegy haveeady invested in the first
Qualified Vertical presented to it, Tradespark.

At such time as Williams and Dynegy (or their peted affiliate assignees) have made an aggregaityeéqvestment in us of an amount
equal to at least $100.0 million, valued on a tastis (and for so long as such
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parties maintain ownership of equity securitiesihgsuch cost basis), Cantor will use its bestresf cause one designee jointly selected by
Williams and Dynegy to be nominated to our boardicéctors and to vote its shares of common eduaifgvor of such designee.

In connection with the Williams and Dynegy trangarts, we purchased from Cantor 789,071 sharesro€tass A common stock,
representing half of the number of shares of oas€A common stock sold by us to Williams and Dynégr a purchase price of $25.0
million. In addition, Cantor has agreed to selftwdithe number of shares to be purchased by Wiiand Dynegy, in the aggregate, each
time an additional investment right is exercisedannection with a new Qualified Vertical for trense purchase price per share as is paid by
Williams and Dynegy at the time.

TRADESPARK

On September 22, 2000, we made a cash investm@&radeSpark of $2.0 million in exchange for a 5%iiest in TradeSpark, and Cantor
made a cash investment of $4.25 million in TradelSpad agreed to contribute to TradeSpark certséeta relating to its voice brokerage
business in certain energy products in exchanga &8.33% interest in TradeSpark. We and Cantoretecuted an amendment to the Joint
Services Agreement in order to enable each of eagage in this business transaction. The remabBtingj7% interest in TradeSpark was
purchased by energy industry market participantBgf In connection with such investment, we emténéo a perpetual technology services
agreement with TradeSpark pursuant to which weigeothe technology infrastructure for the trangawi and technology related element
the TradeSpark marketplace as well as certain s#rsices to TradeSpark in exchange for specifesdgntages of transaction revenues from
the marketplace. If a transaction is fully electecome receive 65% of the aggregate transactioamess and TradeSpark receives 35% of the
transaction revenues. In general, if TradeSparkiges voiceassisted brokerage services with respect to adcting, then we receive 35%
the revenues and TradeSpark receives 65% of tlemues. Cantor also entered into an administraéimaces agreement with TradeSpark
pursuant to which it will provide administrativergiees to TradeSpark at cost. We and Cantor eaived representation rights on the
management committee of TradeSpark in proportiavutcownership interests in TradeSpark.

In order to provide incentives to the EIPs to tradehe TradeSpark electronic marketplace, whidhregult in commissions to us under the
TradeSpark technology services agreement, we i5556€0,000 shares of our Series A preferred stadk?s500,000 shares of our Series B
preferred stock to a limited liability company ngvibrmed by the EIPs to hold their investments radeSpark and the Series A and B
preferred stock.

MUNICIPAL PARTNERS

In January 2002, Cantor sold the assets of thabssiknown as Municipal Partners, Inc., a munidjoald broker, to Brian Kelly, a former
employee of Cantor, in exchange for a 25% spegiatést in a newly formed limited liability compaagganized by Mr. Kelley, Municipal
Partners, LLC. Cantor had purchased substantibilbf the assets of Municipal Partners, Inc. inyJ2000. Cantor also loaned $1,000,000 to
Newco and is entitled to distributions equal to 88the gross revenues of the business less therggrobour revenue share for electro
transactions. In connection with the sale, we ¢apted Municipal Partners, LLC a nexelusive license to use our software and techiyata
operate a municipal bond brokerage business; ([Emaintain our municipal bond trading platform am@vide the software capabilities that
were in place in Cantor's municipal bond businessdre to be compensated for upgrading the traalatfprm at cost plus a reasonable pr
or at prevailing rates, at our election); (3) witbvide web-hosting, technical and customer supgiocbst plus a reasonable fee to Municipal
Partners, LLC; (4) will receive 50% of gross reveswf Municipal Partners, LLC with respect to elecic transactions; and (5) terminated
existing arrangements with former brokers in theifess (some of whom are deceased) pursuant tdwigidad given them shares of our
Class A common stock valued at $1,250,000 in exgddor promissory notes in the same
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amount and we and they agreed to termination ofithes and cancellation of the shares in certagugistances, which have since occurred.
FREEDOM INTERNATIONAL BROKERAGE

On January 29, 2001, we and Cantor formed a linpaathership to acquire 66.7% of Freedom Intermali®rokerage. On April 4, 2001, we
contributed 310,770 shares of our Class A commaekdb the limited partnership, which entitles a¥5% of the limited partnership's
interest in Freedom. We share in 15% of the limgadnership's cumulative profits but not in itsnulative losses. Cantor contributed
103,589 shares of our Class A common stock asehergl partner. Cantor will be allocated all of lih@ted partnership's cumulative losses
and 85% of the cumulative profits. The limited parship exchanged the 414,359 shares for its 661#¥est in Freedom. In addition, we
issued warrants to purchase 400,000 shares oflags @ common stock to provide incentives to theeHbm owneparticipants other than
and Cantor to migrate to our fully electronic pteth. To the extent necessary to protect us fromadiogation of losses, Cantor is required to
provide future capital contributions to the limitedrtnership up to an amount that would make Cantiwotal contribution equal to our
investment in the limited partnership.

Upon the closing of the transaction, we entereal inservices agreement with Freedom to provideltmstronic trading technology and
services and infrastructure/back-offices servitksler this agreement, we are entitled to 65% othetronic transaction services revenues
and Freedom is entitled to 35% of the revenuesalsereceive 35% of revenues derived from all waissisted transactions, other
miscellaneous transactions and the sale of magtatat other information that is not incidentathe above services.

INDEMNIFICATION BY CANTOR

Although we do not expect to incur any losses watpect to pending lawsuits or supplemental allegatelating to Cantor and Cantor's
limited partnership agreement, Cantor has agreewiamnify us with respect to any liabilities weim as a result of such lawsuits or
allegations.

REVERSE REPURCHASE AGREEMENTS

We enter into overnight reverse repurchase agresméth Cantor. At December 31, 2001, the reveepeirchase agreements totaled $157.3
million, including accrued interest. The securittedlateralizing the reverse repurchase agreenagatheld under a custodial arrangement
a third party bank.
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PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, A ND REPORTS ON FORM 8-K:
(a)(2) Financial Statements. See Index to Finar@tialements on page 50.

(a)(2) All other schedules are omitted because #neynot applicable, not required or the requirgdrmation is in the financial statements or
the notes thereto.

(a)(3) The following Exhibits are filed as parttbfs Report as required by Regulation S-K. The Bithidesignated by an asterisk (*) are
management contracts and compensation plans aamtgaments required to be filed as Exhibits toR@port. We have requested confidel
treatment as to certain portions of the Exhibitsigieated by a cross (+), which portions have beeitted and filed separately with the
Securities and Exchange Commission.

Exhibit Number  Description

2.1 Assignment and Assumption Agreem ent, dated as of December 9,
1999, by and among Cantor Fitzge rald, L.P., Cantor Fitzgerald
Securities, CFFE, LLC, Cantor Fi tzgerald L.L.C., CFPH, LLC,
Cantor Fitzgerald & Co. and eSpe ed, Inc. (Incorporated by
reference by Exhibit 2.1 to the Registrant's Annual Report on
Form 10-K for the year ended Dec ember 31, 1999).

2.2 Assignment and Assumption Agreem ent, dated as of, December 9,
1999 by and among Cantor Fitzger ald International, eSpeed
Securities International Limited and Cantor Fitzgerald
International Holdings, L.P. (In corporated by reference to
Exhibit 2.2 to the Registrant's Annual Report on Form 10-K
for the year ended December 31, 1999).

3.1 Amended and Restated Certificate of Incorporation of eSpeed,
Inc. (Incorporated by reference to Exhibit 3.1 to the
Registrant's Registration Statem ent on Form S-1 (Reg. No.
333-87475)).

3.2 Second Amended and Restated By-L aws of eSpeed, Inc.
(Incorporated by reference to Ex hibit 3.2 to the Registrant's
Quarterly Report on Form 10-Q fo r the quarter ended March 31,
2000).

3.3 Certificate of Designations, Pre ferences and Rights of Series
A Redeemable Convertible Preferr ed Stock of eSpeed, Inc.
(Incorporated by reference to Ex hibit 3.3 to the Registrant's
Quarterly Report on Form 10-Q fo r the quarter ended September
30, 2000).

3.4 Certificate of Designations, Pre ferences and Rights of Series
B Redeemable Convertible Preferr ed Stock of eSpeed, Inc.
(Incorporated by reference to Ex hibit 3.4 to the Registrant's
Quarterly Report on Form 10-Q fo r the quarter ended September
30, 2000).

35 Certificate of Designations, Pre ferences and Rights of Series
C Redeemable Convertible Preferr ed Stock of eSpeed, Inc.
(Incorporated by reference to Ex hibit 3.5 to the Registrant's
Quarterly Report on Form 10-Q fo r the quarter ended June 30,
2001).

4 Specimen Class A Common Stock Ce rtificate. (Incorporated by
reference to Exhibit 4 to the Re gistrant's Registration
Statement on Form S-1 (Reg. No. 333-87475)).

10.1* Long-Term Incentive Plan of eSpe ed, Inc., as amended and

restated.
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10.2*

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

Amended and Restated eSpeed, Inc
Plan (Incorporated by reference
Registrant's Annual Report on Fo
December 31, 2000).

Amended and Restated Joint Servi
April 1, 2001, by and among Cant
Delaware limited partnership, on
direct and indirect, current and
than eSpeed, Inc. and its direct
future, subsidiaries, and eSpeed
corporation, on behalf of itself
current and future, subsidiaries
to Exhibit 10.20 to the Registra
quarter ended June 30, 2001).

Amendment No. 1 to Amended and R
Agreement, dated as of January 3

Administrative Services Agreemen
1999, by and among Cantor Fitzge
International, Cantor Fitzgerald
Securities, Cantor Fitzgerald &
Partners, eSpeed, Inc., eSpeed S
Government Securities, Inc., eSp
Limited and eSpeed Markets, Inc.
to Exhibit 10.5 to the Registran
10-K for the year ended December

Registration Rights Agreement, d
by and among eSpeed and the Inve
(Incorporated by reference to Ex
Registrant's Annual Report on Fo
December 31, 1999).

Sublease Agreement, dated as of
Cantor Fitzgerald Securities and
by reference to Exhibit 10.7 to
Report on Form 10-K for the year

Warrants issued to Martin J. Wyg
(Incorporated by reference to Ex
Registrant's Annual Report on Fo
December 31, 1999).

Registration Rights Agreement, d
eSpeed, Inc., Williams Energy Ma
Dynegy, Inc. (Incorporated by re
the Registrant's Quarterly Repor
30, 2000).

Stock Purchase Agreement, dated
eSpeed, Inc. and Cantor Fitzgera
by reference to Exhibit 10.10 to
Report for the quarter ended Jun

Amendment to Stock Purchase Agre
among eSpeed, Inc., Cantor Fitzg
Fitzgerald, L.P. (Incorporated b
to the Registrant's Quarterly Re
June 30, 2000).

Warrant issued to Dynegy, Inc. (
Exhibit 10.12 to the Registrant'
quarter ended June 30, 2000).

Warrant issued to Williams Energ
(Incorporated by reference to Ex
Registrant's Quarterly Report fo
2000).
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10.14+ Subscription Agreement, dated Ap ril 26, 2000, among Dynegy,
Inc., eSpeed, Inc. and Cantor Fi tzgerald, L.P. (Incorporated
by reference to Exhibit 10.14 to the Registrant's Quarterly
Report for the quarter ended Jun e 30, 2000).

10.15+ Subscription Agreement, dated Ap ril 26, 2000, among The
Williams Companies, Inc., eSpeed , Inc. and Cantor Fitzgerald,
L.P. (Incorporated by reference to Exhibit 10.15 to the
Registrant's Quarterly Report fo r the quarter ended June 30,
2000).

10.16 Registration Rights Agreement, d ated as of September 22, 2000
among eSpeed, Inc., EIP Holdings , LLC, Williams Energy
Marketing & Trading Company and Coral Energy Holding, LP,
Koch Energy Trading, Inc. TXU En ergy Trading Company and
Dominion Energy Exchange, Inc. ( Incorporated by reference to
Exhibit 10.16 to the Registrant' s Quarterly Report on Form
10-Q for the quarter ended Septe mber 30, 2000).

10.17 Registration Rights Agreement, d ated as of July 30, 2001,
among eSpeed, Inc. and the Inves tors named therein
(Incorporated by reference to Ex hibit 10.19 to the
Registrant's Quarterly Report fo r the quarter ended June 30,
2001).

10.18 Warrant Agreement, dated as of A pril 4, 2001, among eSpeed,
Inc. and the Freedom patrticipant s named therein (Incorporated
by reference to Exhibit 10.21 to the Registrant's Quarterly
Report for the quarter ended Jun e 30, 2001).

21 List of subsidiaries of eSpeed, Inc.

23 Consent of Deloitte & Touche LLP , independent auditors.

24 Powers of Attorney (included on signature page).

(b) Reports on Form 8-K.

We filed a Current Report on Form 8-K on October2001 that included press releases issued bythg@gpect to the impact on our
business of the attacks on the World Trade Cemt&eptember 11, 2001.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the Resyigthas duly caused this Annual Report
on Form 10-K to be signed on its behalf by the wsigeed, thereunto duly authorized, on the 28thafayiarch, 2002.

eSPEED, INC.

By: /s/ Howard W Lutnick

Name: Howard W Lutnick
Title: Chairman of the Board, Chief
Executive Oficer and President

POWERS OF ATTORNEY

Each person whose signature appears below herdéihgrines and constitutes Howard W. Lutnick and BéepM. Merkel, and each of them
singly, his true and lawful attorney-in-fact, wiilll power of substitution and resubstitution, fom and in his name, place and stead, in any
and all capacities, to sign and file any and alkadments to this Report, with all exhibits therataol other documents in connection therey
with the Securities and Exchange Commission, anteheby ratifies and confirms all that said attgrivefact or either of them, or his or th
substitutes, may lawfully do or cause to be dongitive hereof.

Pursuant to the requirements of the Securities &xga Act of 1934, this Annual Report has been sidratow by the following persons on
behalf of the Registrant, eSpeed, Inc., in the ciéipa and on the date or dates indicated.

S| GNATURE CAPACI TY I N WHI CH SI GNED DATE
/sl Howard W Lutnick Chai rman of the Board, March 28, 2002
-------------------------- Chi ef Executive O ficer
Howard W Lutnick and Presi dent

(Principal Executive Oficer)

/ s/ John Martinez Controller (Principal Financial March 28, 2002
-------------------------- and Accounting Oficer)
John Martinez

/sl Lee Ammitis Di rector March 28, 2002
Lee Amitis
/sl Richard C. Breeden Director March 28, 2002

Ri chard C. Breeden

/sl Larry R Carter Director March 28, 2002

Larry R Carter

/sl John H. Dalton Director March 28, 2002

Hon. John H. Dalton

/sl Stephen M Merkel Director March 28, 2002

St ephen M Mer kel

/sl WIlliamJ. Moran Director March 28, 2002

WlliamJ. Mran
/sl Joseph Noviello Di rector March 28, 2002

Joseph Noviello
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eSPEED, INC.
1999 LONG-TERM INCENTIVE PLAN
(INCLUDING AMENDMENTS THROUGH OCTOBER 3, 2001)

1. Purpose. The purpose of this 1999 Long-Termritiee Plan (the "Plan") of eSpeed, Inc., a Delaveangoration (the "Company"), is to
advance the interests of the Company and its stdd&ls by providing a means to attract, retain,ivat¢ and reward directors, officers,
employees and consultants of and service providetse Company and its affiliates and to enablé qersons to acquire or increase a
proprietary interest in the Company, thereby prongpé closer identity of interests between suclsqes and the Company's stockholders.

2. Definitions. The definitions of awards under Blan, including Options, SARs (including Limite&RBs), Restricted Stock, Deferred Sto

Stock granted as a bonus or in lieu of other awdddsdend Equivalents and Other Stock-Based Awaslare set forth in Section 6 of the

Plan. Such awards, together with any other riglimi@rest granted to a Participant under the Rlemtermed "Awards." For purposes of the
Plan, the following additional terms shall be defiras set forth below.

(a) "Award Agreement" means any written agreememntfract, notice or other instrument or documeidewcing an Award.

(b) "Beneficiary" shall mean the person, personsttor trusts which have been designated by @kt in his or her most recent written
beneficiary designation filed with the Committeeréaeive the benefits specified under the Plan ueh Participant's death or, if there is no
designated Beneficiary or surviving designated Heiaey, then the person, persons, trust or trastitled by will or the laws of descent and
distribution to receive such benefits.

(c) "Board" means the Board of Directors of the @amy.
(d) A "Change in Control" shall be deemed to haseuored if:

() the date of the acquisition by any "person“tfivi the meaning of

Section 13(d)(3) or 14(d)(2) of the Exchange Aegcluding the Company, its Parent or any Subsidiagny employee benefit plan
sponsored by any of the foregoing, of beneficiaherghip (within the meaning of Rule 13d-3 underEiehange Act) of shares of common
stock of the Company representing 30% of eithetl{&)total number of the then outstanding share®wfmon stock, or (y) the total voting
power with respect to the election of directors; or



(i) the date the individuals who constitute theaBbupon the completion of the Initial Public Offey (the "Incumbent Board") cease for any
reason to constitute at least a majority of the tmensof the Board, provided that any individualdraing a director subsequent to the
effective date of this Agreement whose electiomamination for election by the Company's stockboddwas approved by a vote of at le:
majority of the directors then comprising the Indemt Board (other than any individual whose nonidmator election to Board membership
was not endorsed by the Company's managementtprior at the time of, such individual's initialmmation for election) shall be, for
purposes of this Agreement, considered as thougi gerson were a member of the Incumbent Board; or

(iii) the consummation of a merger, consolidatictapitalization, reorganization, sale or dispositf all or a substantial portion of the
Company's assets, a reverse stock split of outstgandting securities, the issuance of sharesastf the Company in connection with the
acquisition of the stock or assets of anothergntitovided, however, that a Change in Controllgta occur under this clause (iii) if
consummation of the transaction would result ilrast 70% of the total voting power representethieyvoting securities of the Company (
if not the Company, the entity that succeeds tordlubstantially all of the Company's businessytanding immediately after such
transaction being beneficially owned (within theanimg of Rule 13d-3 promulgated pursuant to thehBrge Act) by at least 75% of the
holders of outstanding voting securities of the @any immediately prior to the transaction, with ¥iaéing power of each such continuing
holder relative to other such continuing holderssubstantially altered in the transaction.

(e) "Code" means the Internal Revenue Code of 1&8&mended from time to time. References to anyigion of the Code shall be deemed
to include regulations thereunder and success®igions and regulations thereto.

(f) "Committee" means the committee appointed leyBbard to administer the Plan, or if no commitseappointed, the Board.

(9) "Exchange Act" means the Securities Exchangeoft934, as amended from time to time. Referetwasy provision of the Exchange
Act shall be deemed to include rules thereundersacdessor provisions and rules thereto.

(h) "Fair Market Value" means, with respect to &tokwards, or other property, the fair market vatfiesuch Stock, Awards, or other
property determined by such methods or procedwesall be established from time to time by the @ittee, provided, however, that (i) if
the Stock is listed on a national securities exgkaor quoted in an interdealer quotation systemFdir Market Value of such Stock on a
given date shall be based upon the last sales @rigeunavailable, the average of the closingdmd asked prices per share of the Stock ¢
end of regular trading on such date (or, if theas wo trading or quotation in the Stock on suck,dat the next preceding date on which t!
was trading or quotation) as provided by one ohsuganizations, (ii) the "fair market value" obgk on the date on which shares of Stock
are first issued and sold pursuant to a registrattatement filed with and declared effective by $ecurities and Exchange Commission shall
be the Initial Public Offering price of the



shares so issued and sold, as set forth in thefified prospectus used in such offering and tii§ "fair market value" of Stock prior to the ¢
of the Initial Public Offering shall be as deterexhby the Board.

(i) "Initial Public Offering" shall mean an initigdublic offering of shares of Stock in a firm comimé&nt underwriting registered with the
Securities and Exchange Commission in compliante thie provisions of the 1933 Act.

() "1SO" means any Option intended to be and destigd as an incentive stock option within the maguoif Section 422 of the Code.

(k) "Parent" means any "person" (within the mear@h&ection 13(d)(3) or 14(d)(2) of the Exchange)Akat controls the Company, either
directly or indirectly through one or more intermaaies.

() "Participant” means a person who, at a timemblgyible under Section 5 hereof, has been graamefiward under the Plan.

(m) "Rule 16b-3" means Rule 16b-3, as from timértee in effect and applicable to the Plan and Pigints, promulgated by the Securities
and Exchange Commission under Section 16 of thaé&hge Act.

(n) "Stock" means the Company's Class A CommonkStoad such other securities as may be substifate8tock pursuant to Section 4.

(0) "Subsidiary" means each entity that is contiibby the Company or a Parent, either directlydirectly through one or more
intermediaries

3. Administration.

(a) Authority of the Committee. Except as otherwisavided below, the Plan shall be administeretheyCommittee. The Committee shall
have full and final authority to take the followiagtions, in each case subject to and consistehtthé provisions of the Plan:

(i) to select persons to whom Awards may be granted
(i) to determine the type or types of Awards togoanted to each such person;

(iii) to determine the number of Awards to be gezhtthe number of shares of Stock to which an Awdlidelate, the terms and conditions
any Award granted under the Plan (including, butlinoited to, any exercise price, grant price orghase price, any restriction or condition,
any schedule for lapse of restrictions or condgioglating to transferability or forfeiture, exexability or settlement of an Award, and waiv
or accelerations thereof, performance conditiofeting to an Award (including performance condisaelating to Awards not intended to be
governed by Section 7(f) and waivers and modifaoatithereof),



based in each case on such considerations as thmi@tee shall determine), and all other matterisgaletermined in connection with an
Award,;

(iv) to determine whether, to what extent and unvdeait circumstances an Award may be settled, oexieecise price of an Award may be
paid, in cash, Stock, other Awards, or other priyper an Award may be canceled, forfeited, or sndered;

(v) to determine whether, to what extent and undwat circumstances cash, Stock, other Awards @rqitoperty payable with respect to an
Award will be deferred either automatically, at #lection of the Committee or at the election & Barticipant;

(vi) to determine the restrictions, if any, to whiStock received upon exercise or settlement gward shall be subject (including lock-ups
and other transfer restrictions), may conditiondbbvery of such Stock upon the execution by theiBipant of any agreement providing for
such restrictions;

(vii) to prescribe the form of each Award Agreemeanritich need not be identical for each Participant;

(viii) to adopt, amend, suspend, waive and ressuwah rules and regulations and appoint such agerttee Committee may deem necessa
advisable to administer the Plan;

(ix) to correct any defect or supply any omissiomazoncile any inconsistency in the Plan and twstroe and interpret the Plan and any
Award, rules and regulations, Award Agreement deoinstrument hereunder; and

(x) to make all other decisions and determinat@smsnay be required under the terms of the Plas treaCommittee may deem necessary or
advisable for the administration of the Plan.

Other provisions of the Plan notwithstanding, tleail shall perform the functions of the Committeedfurposes of granting awards to
directors who serve on the Committee, and the Boway perform any function of the Committee underRttan for any other purpose,
including without limitation for the purpose of emmg that transactions under the Plan by Partidggpaho are then subject to Section 16 of
the Exchange Act in respect of the Company are pkemder Rule 16b-3. In any case in which the Baspkrforming a function of the
Committee under the Plan, each reference to then@ibe® herein shall be deemed to refer to the Baatcept where the context otherwise
requires.

(b) Manner of Exercise of Committee Authority. Aagtion of the Committee with respect to the Plaaidte final, conclusive and binding
all persons, including the Company, its Parent@mldsidiaries, Participants, any person claimingragiyts under the Plan from or through
any Participant and stockholders, except to thergthe Committee may subsequently modify, or fakimer action not consistent with, its
prior action. If not specified in the Plan, the éimt which the Committee must or may make any détation shall be determined by the
Committee, and any such determination may



thereafter be modified by the Committee (subje@eation 8(e)). The express grant of any speciiezgry to the Committee, and the taking of
any action by the Committee, shall not be constasglimiting any power or authority of the Committ&xcept as provided under Section 7
(f), the Committee may delegate to officers or nggma of the Company, its Parent or Subsidiariesititieority, subject to such terms as the

Committee shall determine, to perform such functias the Committee may determine, to the extemiifted under applicable law.

(c) Limitation of Liability; Indemnification. Eacimember of the Committee shall be entitled to, indytaith, rely or act upon any report or
other information furnished to him by any officeraiher employee of the Company, its Parent or Sidrges, the Company's independent
certified public accountants or any executive congadion consultant, legal counsel or other profesgiretained by the Company to assist in
the administration of the Plan. No member of thenButtee, or any officer or employee of the Compaating on behalf of the Committee,
shall be personally liable for any action, detemtion or interpretation taken or made in good faitth respect to the Plan, and all members
of the Committee and any officer or employee of@menpany acting on its behalf shall, to the exparmitted by law, be fully indemnified
and protected by the Company with respect to anl astion, determination or interpretation.

4. Stock Subject to Plan.

(a) Amount of Stock Reserved. The total numbehairas of Stock that may be subject to outstandiwgrds, determined immediately after
the grant of any Award, shall not exceed the grezfté6 million shares, or such number that eq88P% of the total number of shares of alll
classes of the Company's common stock outstanditing &ffective time of such grant. In no eventisth@ number of shares of Stock
delivered upon the exercise of ISOs exceed 16anilprovided, however, that shares subject to IS@4 not be deemed delivered if such
ISOs are forfeited, expire or otherwise terminaitheut delivery of shares to the Participant. IfAamard valued by reference to Stock may
only be settled in cash, the number of shares iohwduch Award relates shall be deemed to be Stobject to such Award for purposes of
this Section 4(a). Any shares of Stock deliveredspant to an Award may consist, in whole or in pafrauthorized and unissued shares,
treasury shares or shares acquired in the markatRarticipant's behalf.

(b) Annual Per-Participant Limitations. During acglendar year, no Participant may be granted Awidratsmay be settled by delivery of
more than 5 million shares of Stock, subject taisitpent as provided in Section 4(c). In additioithwespect to Awards that may be settled
in cash (in whole or in part), no Participant ma&ydaid during any calendar year cash amountsmgl&ti such Awards that exceed the greater
of the fair market value of the number of shareStoick set forth in the preceding sentence at #ite of grant or the date of settlement of
Award. This provision sets forth two separate latidns, so that Awards that may be settled solglgddivery of Stock will not operate to
reduce the amount of cash-only Awards, and viceajarevertheless, Awards that may be settled ickSincash must not exceed either
limitation.

(c) Adjustments. In the event that the Committesistetermine that any recapitalization, forwardevrerse split, reorganization, merger,
consolidation, spin-off, combination, repurchasexehange of Stock or other securities, Stock éwelor other special, large and non-
recurring dividend or distribution (whether in tfeem of cash, securities or other property), liguidn, dissolution, or other similar corporate
transaction or event, affects the Stock such thatdjustment is appropriate in order to prevenitidih or enlargement of the rights of
Participants under the Plan, then the Committel, sha



such manner as it may deem equitable, adjust aal} of (i) the number and kind of shares of Stoeerved and available for Awards under
Section 4(a), including shares reserved for IS®gshé number and kind of shares of Stock spedifiethe Annual PeRarticipant Limitation
under Section 4(b), (iii) the number and kind cdr&s of outstanding Restricted Stock or other antihg Awards in connection with which
shares have been issued, (iv) the number and Kisldames that may be issued in respect of othetanding Awards and (v) the exercise
price, grant price or purchase price relating tp Award (or, if deemed appropriate, the Committesymake provision for a cash payment
with respect to any outstanding Award). In addititve Committee is authorized to make adjustmentise terms and conditions of, and the
criteria included in, Awards (including, withouiritation, cancellation of unexercised or outstagdhwards, or substitution of Awards using
stock of a successor or other entity) in recognitibunusual or nonrecurring events (including hwitt limitation, events described in the
preceding sentence and events constituting a Chiar@entrol) affecting the Company, its Parent oy Subsidiary or the financial stateme
of the Company, its Parent or any Subsidiary, aesponse to changes in applicable laws, regulstmnaccounting principles.

5. Eligibility. Directors, officers and employeekthe Company or its Parent or any Subsidiary, @grdons who provide consulting or other
services to the Company, its Parent or any Subgidieemed by the Committee to be of substantialestd the Company or its Parent and
Subsidiaries, are eligible to be granted Awardseutide Plan. In addition, persons who have bearedfemployment by, or agreed to
become a director of, the Company, its Parent prSabsidiary, and persons employed by an entityttteaCommittee reasonably expects to
become a Subsidiary of the Company, are eligibkeetgranted an Award under the Plan.

6. Specific Terms of Awards.

(a) General. Awards may be granted on the termsanditions set forth in this Section 6. In additithe Committee may impose on any
Award or the exercise thereof such additional teamd conditions, not inconsistent with the provisiof the Plan, as the Committee shall
determine, including terms requiring forfeiturefofards in the event of termination of employmenservice of the Participant. Except as
expressly provided by the Committee (includinggarposes of complying with the requirements ofiséaware General Corporation Law
relating to lawful consideration for the issuanésltares), no consideration other than servicdsitequired as consideration for the grant
(but not the exercise) of any Award.

(b) Options. The Committee is authorized to graottams to purchase Stock (including "reload" opsi@utomatically granted to offset
specified exercises of Options) on the followingrie and conditions ("Options"):

(i) Exercise Price. The exercise price per shaigtotk purchasable under an Option shall be deteunby the Committee.

(if) Time and Method of Exercise. The Committeellstiatermine the time or times at which an Optioaynbe exercised in whole or in part,
the methods by which such exercise price may e graileemed to be paid, the form of such paymealding, without limitation, cash,
Stock, other Awards or awards granted under otloenggany plans or other property
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(including notes or other contractual obligatioh®articipants to make payment on a deferred basid as through "cashless exercise"
arrangements, to the extent permitted by appliciamg, and the methods by which Stock will be delad or deemed to be delivered to
Participants.

(iii) Termination of Employment. The Committee dhdg#termine the period, if any, during which Opsashall be exercisable following a
Participant's termination of his employment relasioip with the Company, its Parent or any Subsjdigor this purpose, any sale of a
Subsidiary of the Company pursuant to which it esde be a Subsidiary of the Company shall be ddémbke a termination of employment
by any Participant employed by such Subsidiary edalotherwise determined by the Committee,

(i) during any period that an Option is exercisabléowing termination of employment, it shall beegcisable only to the extent it was
exercisable upon such termination of employmerd, (@hif such termination of employment is for cay as determined in the discretion of
the Committee, all Options held by the Participgtrall immediately terminate.

(iv) Sale of the Company. Upon the consummatioargf transaction whereby the Company (or any suocésshe Company or substantia
all of its business) becomes a wholly-owned Subsyddf any corporation, all Options outstanding emithe Plan shall terminate (after taking
into account any accelerated vesting pursuant ¢tid®e7(g)), unless such other corporation shaltiome or assume the Plan as it relates to
Options then outstanding (in which case such atbgvoration shall be treated as the Company fquaiboses hereunder, and, pursuant to
Section

4(c), the Committee of such other corporation simalke appropriate adjustment in the number and ¢drsthares of Stock subject thereto and
the exercise price per share thereof to reflecsgomation of such transaction). If the Plan istodie so assumed, the Company shall notify
the Participant of consummation of such transacitdeast ten days in advance thereof.

(v) Options Providing Favorable Tax Treatment. Tmmmittee may grant Options that may afford a Bigdint with favorable treatment
under the tax laws applicable to such Participatuding, but not limited to 1SOs. If Stock accedrby exercise of an ISO is sold or
otherwise disposed of within two years after thee dd grant of the ISO or within one year after ttansfer of such Stock to the Participant,
the holder of the Stock immediately prior to thepdisition shall promptly notify the Company in g of the date and terms of the
disposition and shall provide such other infornmatiegarding the disposition as the Company mayoressy require in order to secure any
deduction then available against the Company'sipiother corporation's taxable income. The Compaay impose such procedures as it
determines may be necessary to ensure that suificatain is made. Each Option granted as an IS8l §le designated as such in the Award
Agreement relating to such Option.

(c) Stock Appreciation Rights. The Committee ishauized to grant stock appreciation rights on tik¥ing terms and conditions ("SARS"):

(i) Right to Payment. An SAR shall confer on thetiégpant to whom it is granted a right to receiuppn exercise thereof, the excess of (A)
the Fair Market Value of one share of Stock ondate of exercise (or, if the Committee shall sedaine in the case of any such right
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other than one related to an I1SO, the Fair Marlau¥ of one share at any time during a specifietbgdefore or after the date of exercise),
over (B) the grant price of the SAR as determimgdthe Committee as of the date of grant of the S&Rch, except as provided in
Section 7(a), shall be not less than the Fair Maviedue of one share of Stock on the date of grant.

(i) Other Terms. The Committee shall determinetthee or times at which an SAR may be exercisedtnole or in part, the method of
exercise, method of settlement, form of considergpiayable in settlement, method by which Stocklvéldelivered or deemed to be
delivered to Participants, whether or not an SARldse in tandem with any other Award, and any pteems and conditions of any SAR.
Limited SARs that may only be exercised upon theuoence of a Change in Control may be granteduch germs, not inconsistent with this
Section 6(c), as the Committee may determine. leich8ARs may be either freestanding or in tandein attier Awards.

(d) Restricted Stock. The Committee is authorizegraint Stock that is subject to restrictions bamedontinued employment on the follow
terms and conditions ("Restricted Stock"):

(i) Grant and Restrictions. Restricted Stock shalkubject to such restrictions on transferabdity other restrictions, if any, as the
Committee may impose, which restrictions may lagesmarately or in combination at such times, undeh €ircumstances, in such
installments, or otherwise, as the Committee magrdene. Except to the extent restricted undetenms of the Plan and any Award
Agreement relating to the Restricted Stock, a Biadit granted Restricted Stock shall have alhefrights of a stockholder including, with
limitation, the right to vote Restricted Stock betright to receive dividends thereon.

(i) Forfeiture. Except as otherwise determinedhmsy Committee, upon termination of employment aovise (as determined under criteria
established by the Committee) during the applicaddgriction period, Restricted Stock that is ait time subject to restrictions shall be
forfeited and reacquired by the Company; providedyever, that the Committee may provide, by ruleegulation or in any Award
Agreement, or may determine in any individual césat restrictions or forfeiture conditions relatito Restricted Stock will be waived in
whole or in part in the event of termination resgtfrom specified causes.

(iii) Certificates for Stock. Restricted Stock grash under the Plan may be evidenced in such masigre Committee shall determine. If
certificates representing Restricted Stock aresteggd in the name of the Participant, such ceatifis may bear an appropriate legend
referring to the terms, conditions, and restricsiapplicable to such Restricted Stock, the Compaany retain physical possession of the
certificate, in which case the Participant shaltdguired to have delivered a stock power to them@any, endorsed in blank, relating to the
Restricted Stock.

(iv) Dividends. Dividends paid on Restricted Statlall be either paid at the dividend payment dateash or in shares of unrestricted Stock
having a Fair Market Value equal to the amountuzhsdividends, or the payment of such dividendd sleedeferred and/or
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the amount or value thereof automatically reinvé@teadditional Restricted Stock, other Awardsotirer investment vehicles, as the
Committee shall determine or permit the Particigarglect. Stock distributed in connection withtack split or Stock dividend, and other
property distributed as a dividend, shall be sultjecestrictions and a risk of forfeiture to there extent as the Restricted Stock with respect
to which such Stock or other property has beemibiged, unless otherwise determined by the Coresnitt

(e) Deferred Stock. The Committee is authorizegrémt units representing the right to receive Stuick future date subject to the following
terms and conditions ("Deferred Stock™):

(i) Award and Restrictions. Delivery of Stock waltcur upon expiration of the deferral period spedifor an Award of Deferred Stock by t
Committee (or, if permitted by the Committee, sectdd by the Participant). In addition, Deferredcktshall be subject to such restrictions as
the Committee may impose, if any, which restrictiomay lapse at the expiration of the deferral pkoioat earlier specified times, separately
or in combination, in installments or otherwisetlas Committee may determine.

(i) Forfeiture. Except as otherwise determinedhmsy Committee, upon termination of employment aovise (as determined under criteria
established by the Committee) during the applicdblerral period or portion thereof to which fotége conditions apply (as provided in the
Award Agreement evidencing the Deferred Stock)Datferred Stock that is at that time subject tchdeefeiture conditions shall be forfeite
provided, however, that the Committee may providerule or regulation or in any Award Agreementnmaty determine in any individual
case, that restrictions or forfeiture conditionatiag to Deferred Stock will be waived in wholeinmpart in the event of termination resulting
from specified causes.

(f) Bonus Stock and Awards in Lieu of Cash Obligati. The Committee is authorized to grant Stock lbsnus, or to grant Stock or other
Awards in lieu of Company obligations to pay casder other plans or compensatory arrangements.

(g) Dividend Equivalents. The Committee is authedizo grant awards entitling the Participant teiee cash, Stock, other Awards or other
property equal in value to dividends paid with exgiio a specified number of shares of Stock (‘'@Ewd Equivalents"). Dividend Equivalel
may be awarded on a free-standing basis or in aimnewith another Award. The Committee may prowidat Dividend Equivalents shall be
paid or distributed when accrued or shall be deeimé@dve been reinvested in additional Stock, Awandother investment vehicles, and
subject to such restrictions on transferability asks of forfeiture, as the Committee may specify.

(h) Other Stock-Based Awards. The Committee is@nghd, subject to limitations under applicable lasvgrant such other Awards that may
be denominated or payable in, valued in whole quart by reference to, or otherwise based on,late@ to, Stock and factors that may
influence the value of Stock, as deemed by the Cittexerto be consistent with the purposes of the Rfecluding, without limitation,
convertible or exchangeable debt securities, aights convertible or exchangeable into Stock, pase rights for Stock, Awards with value
and payment contingent upon performance of the Goypr any other factors designated by the Comendted Awards valued by reference
to the book



value of Stock or the value of securities of orpleeformance of specified Subsidiaries ("Other btBased Awards"). The Committee shall
determine the terms and conditions of such AweBtisck issued pursuant to an Award in the natuemirchase right granted under this
Section 6(h) shall be purchased for such consiergbaid for at such times, by such methods, arglich forms, including, without

limitation, cash, Stock, other Awards, or othergedy, as the Committee shall determine. Cash ayasian element of or supplement to any
other Award under the Plan, may be granted purdoahis

Section 6(h).

7. Certain Provisions Applicable to Awards.

(a) Stand-Alone, Additional, Tandem, and Substifwerds. Awards granted under the Plan may, irdikeretion of the Committee, be
granted either alone or in addition to, in tandeithhor in substitution for any other Award grantantler the Plan or any award granted under
any other plan of the Company, its Parent or Suidas@$ or any business entity to be acquired byCtbepany or a Subsidiary, or any other
right of a Participant to receive payment from @@mpany its Parent or Subsidiaries. Awards gramedldition to or in tandem with other
Awards or awards may be granted either as of tiegame as or a different time from the grant aftsother Awards or awards.

(b) Term of Awards. The term of each Award shalfdresuch period as may be determined by the Coteejiprovided, however, that (i) in
no event shall the term of any ISO or an SAR grimaandem therewith exceed a period of ten yiars the date of its grant (or such
shorter period as may be applicable under Secf@wofthe Code), and (ii) the term of any Optioarged to a resident of the United
Kingdom shall not exceed a period of ten years ftbendate of its grant.

(c) Form of Payment Under Awards. Subject to tmmgeof the Plan and any applicable Award Agreenqagments to be made by the
Company, its Parent or Subsidiaries upon the gexatricise or settlement of an Award may be madei@h forms as the Committee shall
determine, including, without limitation, cash, 8tpother Awards or other property, and may be miadesingle payment or transfer, in
installments or on a deferred basis. Such paynmeatsinclude, without limitation, provisions for tipayment or crediting of reasonable
interest on installment or deferred payments ogtiaat or crediting of Dividend Equivalents in respof installment or deferred payments
denominated in Stock.

(d) Rule 16b-3 Compliance.

(i) Six-Month Holding Period. Unless a Participanuld otherwise dispose of equity securities, idtlg derivative securities, acquired under
the Plan without incurring liability under Sectitfi(b) of the Exchange Act, equity securities aaplimnder the Plan must be held for a pe
of six months following the date of such acquisitiprovided that this condition shall be satisfigth respect to a derivative security if at
least six months elapse from the date of acquisitfcthe derivative security to the date of disiosiof the derivative security (other than
upon exercise or conversion) or its underlying Bgsecurity.
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(if) Other Compliance Provisions. With respect taaticipant who is then subject to Section 1éhefExchange Act in respect of the
Company, the Committee shall implement transactiomer the Plan and administer the Plan in a mathia¢will ensure that each transac

by such a Participant is exempt from liability uné&aile 16b-3, except that such a Participant magesmitted to engage in a non-exempt
transaction under the Plan if written notice hasrbgiven to the Participant regarding the non-exemafure of such transaction. The
Committee may authorize the Company to repurchagdaard or shares of Stock resulting from any Advar order to prevent a Participant
who is subject to Section 16 of the Exchange Amtfincurring liability under Section 16(b). Unlestherwise specified by the Participant,
equity securities, including derivative securitiasguired under the Plan which are disposed of Bgréicipant shall be deemed to be disposed
of in the order acquired by the Participant.

(e) Loan Provisions. With the consent of the Cornteritand subject at all times to, and only to ttterd, if any, permitted under and in
accordance with, laws and regulations and othatibinobligations or provisions applicable to then@any, the Company may make,
guarantee or arrange for a loan or loans to adf@atit with respect to the exercise of any Optipotber payment in connection with any
Award, including the payment by a Participant of an all federal, state or local income or othesesadue in connection with any Award.
Subject to such limitations, the Committee shallehtull authority to decide whether to make a loatoans hereunder and to determine the
amount, terms and provisions of any such loanamdpincluding the interest rate to be charge@spect of any such loan or loans, whether
the loan or loans are to be with or without recewagainst the borrower, the terms on which the isam be repaid and conditions, if any,
under which the loan or loans may be forgiven.

(f) Performance-Based Awards. The Committee maitsidiscretion, designate any Award the exerclgghir settlement of which is subject
to the achievement of performance conditions asrtopnance-based Award subject to this Section if(®rder to qualify such Award as
"qualified performance-based compensation" withmeaning of Code Section 162(m) and regulatioeietinder. The performance
objectives for an Award subject to this

Section 7(f) shall consist of one or more busire#seria and a targeted level or levels of perfanoewith respect to such criteria, as speci
by the Committee but subject to this Section Rfrformance objectives shall be objective and sith#érwise meet the requirements of
Section 162(m)(4)(C) of the Code. Business critased by the Committee in establishing performanigectives for Awards subject to this
Section 7(f) shall be selected from among the Vaithg:

() Annual return on capital;

(i) Annual earnings or earnings per share;
(iii) Annual cash flow provided by operations;
(iv) Increase in stock price;

(v) Changes in annual revenues; and/or

(vi) Strategic business criteria, consisting of onenore objectives based on meeting specifiedmé¥emarket penetration, geographic
business expansion goals, cost targets, and gdatsg to acquisitions or divestitures.
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The levels of performance required with respeaiith business criteria may be expressed in absmutdative levels. Performance
objectives may differ for such Awards to differédrticipants. The Committee shall specify the wiighto be given to each performance
objective for purposes of determining the final amtopayable with respect to any such Award. The @dtae may, in its discretion, reduce
the amount of a payout otherwise to be made in @ction with an Award subject to this Section 7if)f may not exercise discretion to
increase such amount, and the Committee may canstlder performance criteria in exercising sucleidison. All determinations by the
Committee as to the achievement of performancectibgs shall be in writing. The Committee may nelegjate any responsibility with
respect to an Award subject to this Section 7(f).

(g) Acceleration upon a Change of Control. Notwtdinsling anything contained herein to the contrexgept as set forth in an Award
Agreement, all conditions and/or restrictions rielgato the continued performance of services antth®machievement of performance
objectives with respect to the exercisability dt &njoyment of an Award shall lapse immediateliopto a Change in Control.

8. General Provisions.

(a) Compliance With Laws and Obligations. The Conypshall not be obligated to issue or deliver Stoc&onnection with any Award or

take any other action under the Plan in a transastibject to the requirements of any applicabtesiges law, any requirement under any
listing agreement between the Company and anymadtgecurities exchange or automated quotatiorsyst any other law, regulation or
contractual obligation of the Company until the Qamy is satisfied that such laws, regulations,@hdr obligations of the Company have
been complied with in full. Certificates represagtshares of Stock issued under the Plan will Ibgestito such stop-transfer orders and other
restrictions as may be applicable under such leegsjlations and other obligations of the Compamgluiding any requirement that a legen
legends be placed thereon.

(b) Limitations on Transferability. Awards and athigghts under the Plan will not be transferablealdyarticipant except by will or the laws of
descent and distribution or to a Beneficiary inélent of the Participant's death, shall not bedgde, mortgaged, hypothecated or otherwise
encumbered, or otherwise subject to the claimseditors, and, in the case of ISOs and SARs indantherewith, shall be exercisable during
the lifetime of a Participant only by such Partaip or his guardian or legal representative; predjcdowever, that such Awards and other
rights (other than 1ISOs and SARs in tandem thehgwiitay be transferred to one or more transferegaglthe lifetime of the Participant to
the extent and on such terms as then may be pedist the Committee.

(c) No Right to Continued Employment or Serviceither the Plan nor any action taken hereunder figatlonstrued as giving any employee,
director or other person the right to be retaimethe employ or service of the Company, its Papetny Subsidiary, nor shall it interfere in
any way with the right of the Company, its Parandiay Subsidiary to terminate any employee's empéoyt or other person's service at any
time or with the right of the Board or stockholdeygsemove any director.

(d) Taxes. The Company, its Parent and Subsidiareesuthorized to withhold from any Award grantedo be settled, any delivery of Stock
in connection with an Award, any other paymenttmetpto an Award or any payroll or other paymenatBarticipant amounts of withholding
and other
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taxes due or potentially payable in connection witly transaction involving an Award, and to takehsather action as the Committee may
deem advisable to enable the Company, its Paren®ahsidiaries and Participants to satisfy oblagatifor the payment of withholding taxes
and other tax obligations relating to any AwardisTduthority shall include authority to withhold mceive Stock or other property and to
make cash payments in respect thereof in satisfacfia Participant's tax obligations.

(e) Changes to the Plan and Awards. The Board mmend, alter, suspend, discontinue or terminatéthe or the Committee's authority to
grant Awards under the Plan without the consestatkholders or Participants, except that any swtion shall be subject to the approval of
the Company's stockholders at or before the next@meeting of stockholders for which the recaatkds after such Board action if such
stockholder approval is required by any federatate law or regulation or the rules of any stagkhange or automated quotation system on
which the Stock may then be listed or quoted, AedBoard may otherwise, in its discretion, deteemtimsubmit other such changes to the
Plan to stockholders for approval; provided, howetreat, without the consent of an affected Payéint, no such action may materially img
the rights of such Participant under any Awardeteore granted to him (as such rights are set fiorthe Plan and the Award Agreement).
The Committee may waive any conditions or rightdamor amend, alter, suspend, discontinue, oriterte, any Award theretofore granted
and any Award Agreement relating thereto; providexyever, that, without the consent of an affetadicipant, no such action may
materially impair the rights of such Participantdansuch Award (as such rights are set forth irPlaa and the Award Agreement).
Notwithstanding the foregoing, the Board or the @uttee may take any action (including actions dffecor terminating outstandir

Awards): (i) permitted by Section 4(c), (ii) to astdimitations related to the availability of a tdeduction in respect of Awards (e.g., pursuant
to, sections Code 280G or 162(m)), or (iii) to éxtent necessary for a business combination iniwthie Company is a party to be accounted
for under the pooling-of-interests method of acdmgnunder Accounting Principles Board Opinion N6.(or any successor thereto). The
Board or the Committee shall also have the authtwiestablish separate sub-plans under the Pldnrespect to Participants resident in a
particular jurisdiction (the terms of which shatitrbe inconsistent with those of the Plan) if neeeg or desirable to comply with the
applicable laws of such jurisdiction.

(f) No Rights to Awards; No Stockholder Rights. person shall have any claim to be granted any Awatdir the Plan, and there is no
obligation for uniformity of treatment of Participis and employees. No Award shall confer on anyidiaant any of the rights of a
stockholder of the Company unless and until Steakuly issued or transferred and delivered to #mti¢dpant in accordance with the terms of
the Award or, in the case of an Option, the Optioduly exercised.

(9) Unfunded Status of Awards; Creation of Tru$tse Plan is intended to constitute an "unfundedhbr incentive and deferred
compensation. With respect to any payments namgete to a Participant pursuant to an Award, nothorgained in the Plan or any Award
shall give any such Participant any rights thatgaeater than those of a general creditor of the@my; provided, however, that the
Committee may authorize the creation of trusts akeother arrangements to meet the Company's tibligaunder the Plan to deliver cash,
Stock, other Awards, or other property pursuartrtp Award, which trusts or other arrangements skalttonsistent with the "unfunded"
status of the Plan unless the Committee otherwaserchines with the consent of each affected Ppaitti
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(h) Nonexclusivity of the Plan. Neither the adoptaf the Plan by the Board nor any submission efRtan or amendments thereto to the
stockholders of the Company for approval shall trestrued as creating any limitations on the povi¢h® Board to adopt such other
compensatory arrangements as it may deem desimtlieding, without limitation, the granting of so options otherwise than under the
Plan, and such arrangements may be either apm@icavlerally or only in specific cases.

(i) No Fractional Shares. No fractional sharestotk shall be issued or delivered pursuant to tha Br any Award. The Committee shall
determine whether cash, other Awards, or othergngshall be issued or paid in lieu of such frarwéil shares or whether such fractional
shares or any rights thereto shall be forfeitedtberwise eliminated.

(j) Compliance with Code Section 162(m). It is theent of the Company that employee Options, SARs@her Awards designated as
Awards subject to

Section 7(f) shall constitute "qualified performarzased compensation” within the meaning of Cod¢i®@e162(m). Accordingly, if any
provision of the Plan or any Award Agreement ralgtio such an Award does not comply or is incoesistvith the requirements of Code
Section 162(m), such provision shall be construedeemed amended to the extent necessary to comdosacth requirements, and no
provision shall be deemed to confer upon the Cotemibr any other person discretion to increasamh@unt of compensation otherwise
payable in connection with any such Award uponirattent of the performance objectives.

(k) Governing Law. The validity, construction arfteet of the Plan, any rules and regulations retatb the Plan and any Award Agreement
shall be determined in accordance with the lawtb®fState of Delaware, without giving effect tongiples of conflicts of laws, and applica
federal law.

() Effective Date; Plan Termination. The Plan shalcome effective as of the date of its adoptipthie Board, and shall continue in effect
until terminated by the Board.

14



AMENDMENT NO. 1 TO AMENDED AND RESTATED JOINT SERVI CES AGREEMENT

This Amendment No.1 to the Amended and Restatad 3@rvices Agreement between Cantor Fitzgeralel,, lon behalf of itself and its
direct and indirect, current and future, subsidsyother than eSpeed, Inc. and its direct andeailicurrent and future, subsidiaries, and
eSpeed, Inc., on behalf of itself and its direa andirect, current and future subsidiaries, dasaf April 1, 2001 (the "JSA"), is made as of
this 30th day of January 2002. Capitalized ternesiuserein and not defined herein shall have thennga ascribed in the JSA.

WHEREAS, the parties to the JSA desire to amend®#eto provide for the sharing of transaction rawes for a new product.

NOW THEREFORE, in consideration of the premisestualuicovenants and agreements contained hereifoanther good and valuab
consideration, the receipt and adequacy of whitteigby acknowledged, the Cantor Parties and theesBSParties hereby agree as follows:

1. Section 3(f) is hereby amended to add the fatigveentence at the end thereof.

"With respect to Information and Data revenues geee from any regulated futures or options comfsjconsisting of or related to
Commodity Futures Trading Commission regulatedrigior options contract(s) that are related to egwinusic or any other aspect of the
entertainment business and sponsored by CIH, obsidiary thereof, then the applicable eSpeed Rultyeceive the aggregate revenues
resulting from the publication or sale of such mfiation and Data and will pay the applicable Camarty 65% of such revenues. "

2. Section 4(A)(d) and 4(A)(e) are hereby amendedduing the following sentence at the end thereefach.

"With respect to exchange fees on any regulataddstor options contract(s) consisting of or relateCommodity Futures Trading
Commission regulated futures or options contrat¢h@) are related to movies, music or any otheeetspf the entertainment business and
sponsored by CIH, or a subsidiary thereof, theiagple eSpeed Party will receive the aggregateangd fees and will pay to the applicable
Cantor Party a fee equal to 50% of the exchange"fee

3. Except as amended hereby, the Agreement renmgia force and effect



IN WITNESS WHEREOF, the parties hereto have exetatecaused this Amendment No. 1 to be executdokin respective names by their
respective officers thereunto duly authorized, fat® date first written above.

CANTOR FITZGERALD, L.P.,
on behalf of itself and its direct and
indirect, current and future,
subsidiaries, other than eSpeed, Inc.
and its current and future, subsidiaries

By: CF Group Management, Inc.,
its Managing General Partner

By: /s/ Howard W Lutnick

Name: Howard W Lutnick
Title: President

ESPEED, INC.,
on behalf of itself and its direct and
indirect, current and future,
subsidiaries

By: /s/ Howard W Lutnick
Name: Howard W Lutnick
Title: Chairman, Chief Executive
O ficer and President



Exhibit 21

Subsidiaries of eSpeed, |

Name Place of

eSpeed Securities, Inc. Delaware
eSpeed Government Securities, Inc. Delaware
eSpeed Markets, Inc. Delaware
eSpeed International Limited England a
eSpeed (Australia) Pty Limited New South
eSpeed (Canada), Inc. Nova Scot
eSpeed (Japan) Limited Japan
eSpeed (Hong Kong) Holdings I, Inc. Delaware

eSpeed (Hong Kong) Holdings Il, Inc. Delaware
eSpeed (Hong Kong) Limited Hong Kong

nc.

Incorporation or Organization

nd Wales
Wales, Australia
ia



Exhibit 23
[Letterhead of Deloitte & Touche LLP]

INDEPENDENT AUDITORS' CONSENT

We consent to the incorporation by reference iniReggion Statement No. 333-52154 of eSpeed, the. [Company") on Form S-3 (relating
to the "eSpeed, Inc. 1999 Long Term Incentive BlaRégistration Statement No. 333-34324 of the Caimgon Form S-8 (relating to the
"eSpeed, Inc. 1999 Long-Term Incentive Plan" amd"#5peed, Inc. Employee Stock Purchase Plan"Ragistration Statement No. 333-
49056 of the Company on Form S-8, including Postdfive Amendment No. 1 thereto dated February2P®,1 (relating to the "eSpeed, Inc.
Deferral Plan for Employees of Cantor Fitzgerald®.land its Affiliates") of our report dated Mar2®, 2002 appearing in this Annual Report
on Form 10-K of eSpeed, Inc. for the year endedebder 31, 2001.

/sl Deloitte & Touche LLP

March 20, 2002
New Yor k, New Yor k
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