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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" anchiéar expressions are intended to identify forwhkooking 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, the effect of the September 11 Egdas defined below) on our operations,
including in particular the loss of hundreds of e&gh, Cantor Fitzgerald, L.P. and TradeSpark empyeaur limited operating history, the
possibility of future losses and negative cash flawn operations, the effect of market conditionsjuding volume and volatility, and the
current global recession on our business, ourtglbdienter into marketing and strategic allian¢ed)ire new personnel, to expand the use of
our electronic system, to induce clients to usemarketplaces and services and to effectively maaay growth we achieve, and other
factors that are discussed under "Risk FactorgfiimAnnual Report on Form 1K- The following discussion is qualified in its @ety by, ant
should be read in conjunction with, the more dethihformation set forth in our financial statengeand the notes thereto appearing
elsewhere in this filing.

OVERVIEW OF OUR BUSINESS

We are a leader in developing and deploying elaatrmarketplaces and related trading technologydfiars traders access to the most
liquid, efficient and neutral financial marketstire world. We operate multiple buyer, multiple eelleal-time electronic marketplaces for the
global non-equity capital markets, including therlds largest government bond markets and othedfiRcome marketplaces. Our suite of
marketplace tools provides end-to-end transactidutions for the purchase and sale of financial mo-financial products over our global
private network or via the Internet.

Our products enable market participants to transasiness instantaneously, more effectively aridvegr cost than in traditional voice-based
brokerage markets. Our systems were built to suppoltiple buyers and sellers in interactive mapkadtes, in a completely neutral, efficient
and real-time environment. In 2002, we processeu 4\b million electronic transactions, totalingnmthan $35 trillion of transactional
volume. Our clients include most of the largeséébincome and foreign exchange trading firms, mejahanges and leading natural gas and
electricity trading firms in the world. We haveigffs in the U.S., U.K. and Asia that can transaatibg 24 hours a day, around the world.
believe we offer one of the most robust, large-esdalstantaneous and reliable transaction proagssistems in the world. Our global private
network permits market participants to view infotima and execute transactions in a fraction ofasd. Our proprietary software provides
an end-to-end solution, including front-end apglimas, transaction processing engines, credit ekdmanagement tools and back-office and
clearance modules, enabling straight-through psicgs

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 September 11 Events). The loss of Besets and employees and the
need to relocate our surviving employees have neggimpacted our business. See "Risk Factors".

We commenced operations in March 1999 as a divisid@antor Fitzgerald Securities, a subsidiary ahtor Fitzgerald, L.P. (Cantor). Our
initial focus was the global government bond mesldadtthe world, specifically, U.S., Europe, Canadd Japan. Our relationship with Can

a leading global inter-dealer broker in the fixaddme markets and the former leader in the U.Seigowent bond voice-brokerage business,
enabled us to become the leader in what today wsider our core electronic marketplaces, the gaowent bond markets of the world. Our
goal is to offer the full range of financial prodsicurrently traded in today's global nequity capital markets, which includes wholesatedi
income, foreign exchange and futures and options.

In 2000, we entered the North American energy ntaskh a group of leading energy industry partném2001, we entered the Canadian
fixed income market through our investment in aaachhology agreement with Freedom International Brage (Freedom), the leading
Canadian inter-dealer broker of fixed income prasland other capital products. During 2003, we ptamove beyond the world's
government bond and energy markets by focusingffarts on several other non-equity capital markietsluding U.S. agencies, treasury
spreads, foreign exchange and interest rate sWé@slso plan to leverage our electronic marketpéaqeertise and reputation to sell software
products and services directly to participanthiese marketplaces.

Our revenues consist primarily of transaction feed software solutions fees, and we market ouiicEo clients, partners and prospects.
We do not risk our own capital in transactionsxtead credit to market participants.
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We have organized our business in four categai@ess multiple liquid and commoditized industiiethe financial services and energy
markets. These four categories are core produets pnoduct rollouts, product enhancement softwackeSpeed Software Solutions(SM)
sales. We offer our products and services to ppatits in the financial and energy markets.

Our objective is to be the leading provider of ingdtechnology and interactive marketplaces forrthe-equity capital markets, where we
believe the opportunity for electronic trading ®dubstantial. Specifically, we believe we are ypelitioned to take advantage of the large
opportunities throughout the fixed income, foregxthange, futures and energy markets of the wdrklbelieve that the scalability and
extendibility of our eSpeed(R) suite of productal@e us to introduce new markets and distributéyets and services more quickly, cost
effectively and seamlessly than our competitors.

THE 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 tmeg like a trading pit or auction house, wherekeaparticipants 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, sirdisparate groups of interested buyers and
sellers, limited liquidity and problems associatéth executing trades as market prices change. é® fmansactions occur and participants
extend credit to each other, there are added tisketh buyers and sellers because of the lacktiisticated risk management tools. Also,
after a buy or sell order is executed, there ageattditional tasks of recording, accounting, tragkdelivering and financially settling the
transaction. Each of these tasks, if done manuadly,add potential cost and error to the processlditional participants or systems enter the
transaction cycle.

Electronic marketplaces have emerged as effecteensiof conducting transactions and creating msarkeain electronic marketplace,
substantially all of the participants' actions fa@litated through an electronic medium, such psiate electronic network or over the

Internet, which effectively eliminates the needdctual face-to-face or voice-to-voice participenéraction, reducing the inefficiencies
inherent in a physical market. Additionally, as piilon of the Internet has become more widespreasinbsses are recognizing online

channels as an efficient means of distributiorhefrtproducts to their customers.

Many financial exchanges worldwide, including cartaxchanges 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 good®nvices, 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 solutianstie 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 psowgscredit and risk management tools
and back-end processing and billing systems, akssible through our privately managed global ligbed data network and over the
Internet. Because of the scale and adaptabiliuofsystem, our products have applications acrésead range of companies, industries and
vertical marketplaces, including any global noniggeoapital marketplace involving multiple buyensdamultiple sellers. In addition, we
license our software to provide a complete outssaisnlution to our clients, enabling them to dmtte their branded products to their
customers through online offerings and auctiondutting private and reverse auctions, and requesitfote capabilities. Our products en:
market participants to transact business instantaig, more effectively and at lower cost.

OUR MARKET FOCUS
FINANCIAL MARKETS

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 2002ethere over $20.2 trillion of fixed income secwdtioutstanding with over $632 billion of
volume traded daily. In the U.S. Treasury secwgitiearket, there is reported to be over $366 billiatay in trading just among the primary
dealers and their clients. According to the Intéamal Swaps and Derivatives Association, the dlomarket for interest rate swaps, interest
rate options and currency swaps had over $82liprih notional value outstanding as of June 2002.
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FOREIGN EXCHANGE. The trading of currencies in@mlbnetary pairs represents the largest trading velorarket in the world. The Bank
for International Settlements has estimated thly dalume traded in the foreign exchange marketsaee been $1.2 trillion as of April 2001.

FUTURES AND OPTIONS. Futures and options trading isading financial activity throughout the wondth contracts traded on a wide
variety of financial instruments, commodities andéxes. According to the Futures Industry Assammgtinc., in 2002, over 5.99 billion
futures and options contracts were traded in thedigofutures and options markets. Currently, ai§igant volume of futures trading is still
being done on open outcry exchanges, but therbdes a significant movement towards the conversighese markets to electronic trading.
To date, we believe the most successful initiathage been made in Europe. We believe that thesigmificant opportunity in the continued
conversion of these markets to electronic netwaush as our own.

Limitations of the traditional financial market

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

o limited direct access and, therefore, inefficignting;

o high transaction costs and slow execution dubdamumber of people involved in a voice transaxtio

o difficulty in implementing program trading, esfaly programs designed to automatically and siam#ibously 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 witleestransactions and non-automated audit trails.
Our Financial Markets Solution

Our products in the financial markets include Ul&asury and agency securities, European, Japabasadian and emerging market
sovereign bonds, U.S. and global corporate bondsigage-backed securities, municipal bonds, inteege swaps and options, futures,
options, foreign exchange, repos and basis tr&kesor has been a major facilitator and, in sonsesgorovider of liquidity in numerous
financial products through its offices in the U.Sanada, Europe and Asia. Our eSpeed(R) systendpsothe only way to electronically
access Cantor's marketplaces. Through our alliamitbeFreedom, Cantor and six leading Canadian fif@rinstitutions, eSpeed also powers
the electronic platform of Freedom InternationablBrage, the leading inter-dealer broker of Camafii@d income and other capital markets
products.

Our private electronic network for wholesale fin@honarkets 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 eSpeeg(Rifolio of products enables us to
introduce and distribute a broad mix of financiedgucts and services quickly, efficiently and avéo cost.

In our electronic marketplaces, participants malyegielectronically execute trades themselves lbbozkers, who then input trade orders i
the market for them. In our fully electronic tragdah stages of the trade occur electronically. pagicipant inputs its buy or sell order
instructions directly into our electronic tradingsgeem using our software, a webswser or electronically through an applicatioogramming
interface or other software. Our system providebéoparticipant, normally within 300 millisecon@sy on-screen confirmation that the
participant's order has been accepted. Simultahga@rselectronic confirmation can be sent to thgipipant's back office and risk system,
enabling risk management capabilities and straigiitigh processing for the participant. A brokesisted trade is executed in substantially
the same manner as an electronic trade, excepgththatrticipant telephones a broker, who thentsthe participant's order into our
electronic marketplace system. Our U.S. GovernrBectrities marketplace is now a fully electroniake#place.

We also see opportunities to expand our businesisdrysing our technology to other voice brokeradidlition to Cantor.
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ENERGY MARKETS

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 sesvitélorth America with both
electronic trading systems and voice brokers. Asgfeour arrangement with TradeSpark, we have émanted electronic marketplaces for
natural gas, electricity, coal, weather derivatigad emission allowances. TradeSpark combinesegtinblogy platform, accessed over ba
private global network and the Internet, and outras' in-depth energy market knowledge and liguit bring speed, neutrality, efficiency
and technological leadership to the energy tradiagket.

The traditional voice-brokered energy marketplaae 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 significant price fluctuations caused biyores states' approaches to deregulation,
the lack of a liquid hedging market, limited rislamagement tools and the bankruptcy of certain maghrstry 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 aididy to give companies exchange-like executiothimenergy marketplace.

Powered by our full trading platform encompasseeSpeed, TradeSpark offers an end-to-end marketplad trading solution that includes
real-time and auction-based transaction procesgsigmanagement tools and back-end processingrsgstas well as access to a fully
registered futures exchange, allowing for the doeadf futures and options products for this maplate.

TradeSpark offers three possible points of aceessi¢ pool of liquidity: over the Internet, througbr private network and through
TradeSpark voice brokers. TradeSpark began thewidfastrong results, however the exit of majorrgyecompanies from the wholesale
energy trading markets along with significant ctelditerioration and liquidity issues in the markate led to a severe downturn in the energy
market overall as well as in the performance ofié&park, and caused a negative impact on its nehues recorded, which caused us to
write down our investment in TradeSpark to itsneetlizable value in the fourth quarter of 2002.

ESPEED(R) PRODUCTS
Our products are organized in the following foutegmries:
CORE PRODUCTS

Currently, most of our revenues are derived fraamgactions in our core products. These includ@uarUnited States, European, Canadian
and Japanese government securities. Our full-serfpeed(R) system, combining all of our proprjesaftware and our global high-speed
private network, currently operates in some ofltingest and most complex government bond markegplacthe world. It is designed to be
extendible to any multiple-buyer, multiple-sellearketplace and can support massive liquidity anctdiation in many markets. Our
customers in these core products are the largestdial institutions in the world. These custonaasess our eSpeed(R) system primarily
through our global high-speed private network.ddition, the system for these products is alsolabk over the Internet. Our core products
enable us to operate what we believe is the onggrated network engaged in electronic trading udtiple products and marketplaces on a
global basis. We believe that the time and expesggired to develop and install electronic markaatpk will serve as significant barriers to
entry for our competitors.

NEW PRODUCT ROLLOUTS

We have identified major opportunities to leverage position in our core global government bondkats into a variety of key non-equity
capital markets. For example, in 2003 we will mlkt products in U.S. agencies, off-ther U.S. Treasury securities, spreads, and basint
of U.S. Treasuries, municipal bonds, interest sateps and foreign exchange.

In December 2002, we entered into an agreementthetiChicago Board of Trade (CBOT) to distributiufas products through the eSpeed
(R) system, providing customers the ability to &ddth cash and futures in one neutral, fully-etegt marketplace. By routing CBOT
futures trades over the existing eSpeed(R) netandkproviding front-end integration to our clierdsy cash traders and the CBOT's futures
traders will have direct, instantaneous accesstio markets. This product will be available througe eSpeed(R) SuperQuads software.

Also in December 2002, we acquired the technologytite equities order flow directly to listed eadlges and ECNs, either as directed by
the client or via automatic order routing, throubjlé acquisition of the business and technologySifHoldings, Inc., known as
TradeAnywhere. In 2002, we became a recognizedcgebureau for the New York Stock Exchange and AcaerStock Exchange. We
intend to capitalize on this recognized serviceshurstatus by leasing telecommunications capazitghter firms which will use it to transmit
orders to the exchanges.



PRODUCT ENHANCEMENT SOFTWARE

We recently introduced the following three sigrafit software enhancements -- SuperQuads, Pricelreprent and Direct Dealing -- that
will enable our clients to engage in the electrdaracing of our core products and future produtibuts.

0 SuperQuads is a new screen configuration thawalfor the introduction of additional markets gandducts on the eSpeed(R) system. For
example, through our agreement with the Chicagad@o&Trade, SuperQuads will enable us to route TB@easury futures traders over its
existing network and will offer front end integiatito clients. Customers will have the ability tade both cash and futures in one neutral,
fully-electronic marketplace. It will allow for ngbrk distribution and seamless front office intdgma, as well as positioning ourselves in this
new market segment. We expect to release this ptadthe second quarter of 2003.

o Price Improvement is an enhancement for tradimgduycts on our eSpeed(R) system that gives usemsgortunity to trade past a bid or
offer, from bid/ask state, and advance their pasiby slightly improving on the quoted market. Bmhancement was designed to make
trading more efficient, bringing buyers and selldser to the desired trading state, and positin® share in the revenues generated by the
improved trades.

o Direct Dealing allows users to put in a requesiafquote for specific products, providing thelaawith the ability to reach market
participants with an electronic request for interespecific securities for which the trader hasimkd sizes. Direct Dealing maintains the
trader's anonymity, allows the trader to deternairset amount of time for the request to be filled &reats all participants equally. Direct
Dealing is especially useful for trading in lardedks, helping to eliminate unwanted market movernag bringing with it electronic
efficiency to less liquid markets.

ESPEED SOFTWARE SOLUTIONS(SM)

eSpeed Software Solutions(SM) leverages our glioffi@structure, portfolio of intellectual properaynd electronic trading expertise to allow
customers to build electronic marketplaces and &xgés, enable real-time auctions, enhance delatnissland customize trading interfaces.
eSpeed Software Solutions(SM) takes advantagesafahlability, flexibility and functionality of oweSpeed(R) system to enable our clien
distribute their branded products to their cust@tierough online offerings and auctions, includimiyate and reverse auctions, via our
trading platform and global network. Using eSpesettvare Solutions(SM), customers are able to dgvalmarketplace, trade with its
customers, issue debt, trade odd lots, accessagmmoigading interfaces, and access our network anchtellectual property.

We have signed software solution agreements withdr®ecurities and the Federal Home Loan Bank. &r8&curities operates a global
securities futures brokerage business. eSpeed &eftdolutions(SM) has developed a front end tragysgem for Refco Securities that
enables it to communicate its prices for securpieslucts to its customers. The Federal Home LaarkBs a U.S. Government sponsored
enterprise and one of the largest issuers in thigadjshort-term securities market. Our electronictian-based technology began powering
Federal Home Loan Bank's primary discount noteiemnstin August 2002.

We have also entered into long-term licensing agesgs with respect to our patents and other irttieiéd property, including a license
agreement with InterContinentalExchange Inc. angelbas licenses to the Chicago Mercantile Excleding. and the Board of Trade of the
City of Chicago.

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. Currently, the Cantor Exchange(SM) Haained regulatory authority to operate
the United Kingdom, Denmark, Finland, France, H&iogg, Ireland, Italy, Japan, Norway, Portugal améight German states. This business
was suspended after the September 11 Events. Waiblgre in the process of evaluating our business \pith respect to our operation of the
Cantor Exchange(SM), we are confident that our e&(#®) system will continue to provide us with magpportunities for the electronic
trading of a broad range of futures contracts dlgpbmcluding opportunities like our futures agment with CBOT.

5



OUR TECHNOLOGY

Our eSpeed(R) system is accessible to our clibntsigh (1) our proprietary front-end trading softag2) our application programming
interface (API), which is a dedicated software aalon linking our clients' networks to our systgi3) the Web, via a browser interface or
Java application, and (4) software developed iaradks with independent software vendors. Our systms on large-scale hardware located
in data centers in the U.S. and the U.K. and isiliged either over our multiple path global netiwor via the Internet through links to
multiple global Internet service providers.

Our electronic marketplaces operate on a technghtegjorm and network that emphasize scalabiligrfgrmance, adaptability and reliabili
Our technology platform consists of:

0 our proprietary, internally developed real-timstalled global network distribution system;

0 our proprietary transaction processing softwatgch includes interactive matching auction engirielly integrated credit and risk
management systems, pricing engines and assoamdelle 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 clientdaotdfansactions in real-time, with straight-thgbyprocessing.
Network distribution syster

Our eSpeed(R) system contains a proprietary hubspole digital network. This network uses Ciscot&ys' network architecture and is
operated by Cisco-certified engineers. Our netwdnighspeed points of presence comprise the major bissoeagers of the world, includit
New York, London, Tokyo, Milan, Chicago, Los Angelend Toronto. Altogether, we manage 24 hubs lidgedver 50,000 miles of cabl
over 500 Cisco network devices and more than 7§ t@pacity Sun servers and Compaq Alpha serveasdd in data centers in London ¢
Rochelle Park, New Jersey that are able to promesss150 transactions per second, per instrumeptamtuct. The redundant structure of our
system provides multiple backup paths and re-rgutfindata transmission if one spoke of a hub f&ils. believe we operate one of the largest
and most robust interactive trading network disttidin systems currently in operation.

Our distribution system accepts orders and posiimgjantaneously and distributes responses, génaralnder 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 frolents using the services of multiple,
major Internet service providers throughout theldidFhese connections enable us to offer our przdared 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 staéle execution process, which result in signifitareduced manual intervention,
decreased probability of erroneous trades and arerate execution for clients.

eSpeed(R) transaction engines

Our auction and transaction engines use InteraMatehing(SM), our proprietary ruldzased method, to process in excess of 150 transg
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), corpordtends and Eurobonds. These transaction engineteaigned to be modular and flexible to
allow modification in order to apply them to othearkets and auction types. In Europe, for exanypéehave added a component that allows
us to process transactions and auctions in muktiypleencies



simultaneously. Our transaction engines have endzbddcurity features and an added messaging layeovide security from unauthorized
use. In addition, we use encryption to protectali@nts 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 sssfel active participant a time-based right oftfiefusal on the next sale or purchase. In
addition, in many markets we have structured oiging policy to provide incentives. The party tipabvides auction products for the market
or creates liquidity (by inputting a price to buysell) pays less commission (or no commission) tha participant that consummates the
trade by acting on that price. With our pricingipigls and proprietary priority rules, our systendésigned to increase activity and to draw
participants into the market. This proprietary sabmsed system is adaptable and, as part of oimdsgsstrategy, we intend to apply it across
other non-financial markets for multiple produatsiservices.

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 withdrawn from
the market as a result of the terrorist attackSeptember 11, 2001. We plan to reintroduce theoutiirout 2003. These systems (1)
continuously monitor trades of our clients to hetpvent them from exceeding their credit limitg, §atomatically prevent further trading
once a client has reached a pre-determined cretitadnd (3) evaluate transactions and calculath balividual positions and risk exposure
across various products and credit limits. Oncemglemented, our proprietary credit and risk mamaget systems will also be made
available to our global clients to enable them tmitor the position of their traders and will béeigrated with our software solution systems
so our global clients can monitor the credit ofitleestomers who transact directly with them onlifibese systems will store client data
relevant to credit and risk management, such asdial statements, credit documents, contactsraachal analyses. These systems will also
enable our clients to make our electronic markegsavailable to their customers while maintairdagtrol of their customers' trading
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 counterpamgit exposure limits to manage the
counterparties with which they transact in reamtral counterparty markets. In these marketsigg@ants 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 perraitteparticipant to manage the activities of itdléra on a real-time basis.

eSpeed(R) pricing engines and analytics

We have developed a number of analytical softwamstthat permit us to price products that tradegs liquid markets and for which curr
pricing information is not readily available. Fotaenple, our MOLE(SM) system (Multiple Order Link gine) is a computer application that
enables us to link multiple markets, offer pricad areate and enhance marketplaces for produdthdka limited liquidity. In our financial
markets, MOLE(SM) currently uses data from existtagh and futures markets to calculate pricindriorsactions 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(R) middle and back-office applications

Our middle and back-office applications supporacdace, settlement, tracking and reporting of sad®l provide links to outside clearing
entities. For example, in the financial markets,ouesource our fulfillment services to Cantor amddéiom (for Canadian markets), where
both parties to a trade send either cash or seeutd Cantor or Freedom and Cantor or Freedoresétte trade and sends each party the
or securities due. Our reporting and accountingesys are designed to track and record all changgsammissions for a trade. Our eSpeed
(R) system and products automate previously papettelephondsased transaction processing, confirmation and dtimetions, substantiall
improving and reducing the cost of many of ourrtieéback offices, and enabling straight-througbcpssing.

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 marketplaces. We believe we camdxtar expertise in the creation of instantanederst®nic marketplaces to a broad range
of products and services. Our growth strategy toeae this objective includes the following keyrakmts:
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EXPAND SYSTEM FUNCTIONALITY AND DEVELOP NEW PRODUCT S, SOFTWARE AND SERVICES FOR OUR EXISTING
FINANCIAL MARKETS

We plan to continue to expand the types of findrania other products traded in our marketplacetf) mothe United States and abroad. In
2003 we will roll out products in U.S. agencied;thie-run U.S. Treasury securities, spreads, asélieading of U.S. Treasuries, municipal
bonds, interest rate swaps and foreign exchangeg@al is to include in our electronic marketplaties full range of financial products that
are currently traded in today's nequity capital markets worldwide. In addition, wiarpto develop software and services to add nevhods
to effect transactions in these products, includingSuperQuads, Price Improvement and Direct bgaoftware enhancements. We expect
that our traditional client base will begin to teadew products as we develop electronic marketplmehem, and we intend to continue to
convert our existing global clients to our fullyeetronic platform.

LEVERAGE OUR ESPEED(R) SYSTEM FOR USE IN A WIDE RANGE OF ADDITIONAL NON-EQUITY CAPITAL MARKETS
AND OTHER INDUSTRIES

Because of the scale of our system and infrastreie@nd its ease of adaptability, we believe oure8(R) system has applications across a
broad range of products, including Internet-basadketplaces for a wide array of goods and servadicularly those involving multiple
buyers and sellers. We believe we are well positicio leverage the significant costs and effords fave been incurred developing our
eSpeed(R) system to quickly create electronic ntaikea wide range of products. We plan, over titoeserve additional marketplaces that
can benefit from more efficient, centralized, alexic trading facilities. We plan to continue tgpexd our 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 brandextipcts to their customers through online
offerings, auctions, including private and reveasetions, and direct dealing capabilities. We alriiiding our dedicated sales force that will
focus on licensing our software solutions to erigtand 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 existingdguot 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
alliance with Freedom and in our other ventures.

OUR CLIENTS

Our clients in our financial markets include bardesalers, brokers and other wholesale market gaatits, over 700 of which currently
participate in our electronic marketplaces, inahgdimost of the largest bond trading firms in theldjcas identified by Euromoney Magazine.
Our clients in our energy markets include energgitrg companies, utilities and other wholesale mtgplarticipants.

We are providing wholesale and retail investoreasdo the electronic marketplaces and brokerdgedeservices supported by our eSpeed
(R) system. We expect that a significant portiomwrf clients who use brokers will migrate to fudliectronic access over the coming years.
We also expect to add clients for eSpeed SoftwalatiBns(SM) from a wide variety of industries.dddition, due to the loss of virtually all
of Cantor's U.S. non-equity voice brokerage busimegonnection with the terrorist attacks of Seyier 11, 2001, we intend to build
relationships with new clients, including traditadrtompetitors of Cantor. We further intend to pdevthird parties with the infrastructure,
including systems administration, internal netwsupport and operations and disaster recovery ssvibat is critical to providing fully
electronic marketplaces in a wide variety of pradu®©ther than Cantor, no client of ours accountsrfore than 10% of our revenues.

SALES, MARKETING AND CORPORATE DEVELOPMENT

We promote our electronic marketplaces and sent@esir existing and prospective clients througiombination of sales, marketing and co-
marketing campaigns. We leverage our client rehatigps through a variety of direct marketing anldsanitiatives and build and enhance
brand image through marketing and communicationgpeéggns targeted at a diverse audience, includadgts, potential partners and the
investor and press communities. We may market t@gisting and prospective retail clients through a
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variety of co-marketing/co-branding initiatives Wibur online partners. We have designed our salésrearketing efforts to promote brand
awareness and educate our audience regardingtime i our electronic marketplaces, products amdises and the advantages associated
with the automation of trading activities, as wadlour association with Cantor.

Additionally, our senior management staff activelyrks to establish strategic relationships, develeyy 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 sgiercific vertical markets that we
intend to develop in the future. All of these effoare intended to enhance our image, awarenegwafit@bility.

SOFTWARE DEVELOPMENT

We devote substantial efforts to the developmedtiaprovement of our electronic marketplaces acehised 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 266
technology professionals. Our technology team'saihje is to develop new products and servicesderoo provide superior electronic
marketplace solutions to our clients. We also famusefforts on enhancing our Internet interfacefactilitate real-time markets and comply
with the standard Internet security protocol arntdre security protocols in order to capitalize be tevelopment of new commercial
marketplaces. We are continuing to develop new stplces and products using our internally devel@mplication software. In addition,
we have forged strategic alliances with third-pamtjependent software vendors through which wewdltk to develop sophisticated,
industry specific, front-end applications and pretsu

COMPETITION

The development and operation of electronic matleggs are evolving. As a result, competition irsthearketplaces is currently fragmen
We expect to face competition from a number ofed#ht sources varying in size, business objectinelsstrategy, some of which competitors
are larger than we are and have greater finanesalurces.

Our current and prospective competitors are nunseand include inter-dealer brokerage firms, made¢a and information vendors,
securities and futures exchanges, electronic cornmations networks, crossing systems, consortiainkess-to-business marketplace
infrastructure and software companies and nicheggrmearket and other commodity business-to-busifrgssnet-based trading systems. In
January 2003, ICAP and BrokerTec Global, two oflaugest competitors, entered into an agreememthigh ICAP would acquire certain
businesses of BrokerTec Global involving electraréeling of government securities. The acquisiticonditional upon regulatory approval
in the United States and, if approved, could hasigaificant impact on our competitive position.

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 potentiakifics competition. We do not intend to use theesasdo the customer base of our clients that
we obtain in providing our electronic marketplackugons to compete with these clients in otherdpici 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 Wirrently 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 patefdtes to a system for shared remote
access of multiple application programs by one orartomputers. Foreign counterpart applicationsdéone of these U.S. patents have been
filed. The licenses are exclusive, except in thenéthat we do not seek to or are unable to prowideantor any requested services covere
the patents and Cantor elects not to require ds .

In April 2001, we purchased the Wagner Patent, whiddresses automated futures trading and profedésds and offers to be placed and
matched electronically. In August 2002, we entenéal a Settlement Agreement with Electronic TradBygtems Corporation, the Chicago
Mercantile Exchange Inc. and the CBOT to resoleelitigation related to the Wagner Patent.
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See "ltem 3. Legal Proceedings". On March 29, 20@2¢entered into a long term licensing agreemetit imtercontinentalExchange, Inc.
(ICE) granting use of our Wagner Patent to ICE. éfrttie terms of the agreement, ICE will pay an ahmyalty of $2 million per year. ICE
will also pay to us $0.10 for each contract thatipigants submit to the electronic futures exchafay trading, or $0.20 for each contract
contained in matched trades on the electronic éstexchange. To date, we have not received angopéract revenue from this arrangement.
The agreement will remain in effect until Febru@n2007, or for the duration of the life of thegratt unless certain conditions are not met. In
December 2002, we entered into an agreement wétiCtiicago Board of Trade to distribute futures potsl over our eSpeed(R) system.

In July 2001, we purchased a patent, the Lawreaten®, which relates to the electronic trading ahmipal bonds and electronic auctions of
fixed income securities and interest rate produststion-based trading allows broker-dealers amif ttustomers to send our "bid-wanted"
forms listing the available securities, then toegtdids with a final auction time. The LawrenceégRabrings 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 pghdB patent applications relating to various p#spects of our electronic trading
systems, including both functional and design atsp&@e have filed a number of patent applicatien&itther protect our proprietary
technology and innovations.

We cannot at this time determine the significarfcany of the foregoing patents, or future pateifiissued, to our business. We can give no
assurance that any of the foregoing patents wifbbiad by a court to be valid and enforceablehat ainy of these patents would not be
infringed by a third party competing or seekingtanpete with our business. Our business strategyimehude licensing such patents for
royalties, joint venturing with other marketplaggsexchanges, or exclusively using the patentsimmuarketplaces.

EMPLOYEES

As of December 31, 2002, we had 319 employeesgfivegnom are our executive officers. None of theswloyees is represented by a union.
We believe that we have good relations with our leyges.

WEBSITE ACCESS TO REPORTS

Our Internet website address is www.espeed.conmauftr our Internet website, we make available, éfegharge, the following reports as
soon as reasonably practicable after electronidiithg them with, or furnishing them to, the SE@ir annual report on Form 10-K; our
quarterly reports on Form 10-Q; our current reportd-orm 8-K; and amendments to those reports @itddrnished pursuant to Section 13(a)
of the Securities Exchange Act of 1934. Our Protate®nents for our Annual Meetings are also avaléiiough our Internet website. Our
Internet website and the information containedetmeor connected thereto are not intended to barjroeated into this Annual Report on
Form 10-K.

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 MAY CONTINUE TO HAVE AN ADVERSE EFFECT ON OUR
BUSINESS.

Our losses

Our previous headquarters were in the World Traelet€. As a result of the September 11 Eventsoffizes in the World Trade Center wk
destroyed and we lost approximately 180 of our eyg®s, including many members of our senior managerihe destruction of our assets,
the loss of all those employees, including prodisstelopment personnel, and the need to relocateuttvéving employees has negatively
impacted our business. In addition, although weklstve redundancy of our system, we now have tata denters instead of the three that we
had 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 may continue to adverselydtrqpa revenues in the future since,
among other things, Cantor is not currently tradimany of the financial products its voice brokers
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historically traded using our eSpeed(R) systenaddition, the loss of Cantor's assets and brokéra&gatively affect our strategy to convert
the products that those brokers were trading ineraissisted transactions to products that aredradlg electronically over our eSpeed(R)
system.

WE MAY INCUR LOSSES IN THE FUTURE.

From our inception through December 31, 2002, wesaustained a cumulative net loss of approxima#é8.4 million. While we currently
expect to generate operating profits in the ye@328s we continue to develop our systems andsitnéreture and expand our brand
recognition and client base through increased ntiakefforts, we may incur additional losses.

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 BEBDVERSELY 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 argeofinancial institutions that use our interactdlectronic marketplaces. We cannot assure
you that we will be able to continue to expand marketplaces, or that we will be able to retaindberent participants in our marketplac
Although some of our agreements with market paudicts require certain minimum payments, none ofagueements with market
participants require them to use our electronicket@taces.

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

We expect to continue to enter into strategic atless with other market participants, such as rbtakers, 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 or future strategiaradkes will be successful. The success of our
current and future relationships will depend onah®unt of increased trading in our electronic retplaces and the liquidity generated
therein. These arrangements may not generate ffeexi number of new clients or increased tradolgmae we are seeking.

As a result of the downturn of the energy market e performance of TradeSpark, our investmemtadeSpark has become impaired and
has been written down to its net realizable value.

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 requiréouscur significant expenses. We
cannot assure you that our marketing efforts vélsbiccessful or that the allocation of funds te¢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¢thlephone companies, online ser
providers, data processors, clearance organizatiotsoftware 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 dien
o slower response times;

o delays in our clients' trade execution;

o failed settlement of trades;

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

We experienced systems and telecommunicationgéaiin connection with the terrorist attacks oft8eyber 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, pdoss, sabotage, hardware or software malfuncmrtefects, computer viruses, intentional
acts of vandalism and similar events. Any systeiarfathat 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 numioeir @mployees, including technical and managensxef-employees, will increase for
the foreseeable future. We must continue to impmueoperational and financial systems and manapeshtrols 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 wemrehage our growth effectively, and
failure to do so could result in our business opeganefficiently.

WE OPERATE IN A RAPIDLY EVOLVING BUSINESS ENVIRONMHNT. 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, sgibdity 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 aendtckquirements and preferences, frequent pradutservice introductions embodying
new technologies and the emergence of new indsiindards and practices that could render ouriexiptoprietary 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 emergahgstry standards and practices on a cost-effeatidetimely basis.

The development of proprietary electronic tradieghinology entails significant technical, finan@all business risks. Further, the adoptio
new Internet, networking or telecommunications tedbgies 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 MANEG®ENT 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 replacement
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for Mr. Lutnick if the need should arise. Any lassinterruption of Mr. Lutnick's services could u#tsn our inability to manage our operatis
effectively and/or develop new electronic marketpla We have not entered into employment agreemstttany of our executive officers
other personnel. Although we have obtained $15amiiin "key person” life insurance on the life of Nlutnick, we do not have "key person”
life insurance policies on any of our other exaaubfficers or personnel. All of the members of senior management team are also officers,
partners or key employees of Cantor. As a reshdty ledicate only a portion of their professiorffdrés to our business and operations. We
cannot assure you that the time these personselgyour business and operations in the futurebgiladequate and that we will not
experience an adverse effect on our operationsadiiee demands placed on our management team inyther professional obligations. We
intend to strive to provide high quality servichattwill allow us to establish and maintain longstaelationships with our clients. Our ability
to do so will depend, in large part, upon the iidlial employees who represent us in our dealings elients. The market for qualified
programmers, technicians and sales persons imeafiyeeompetitive and has grown more so in receribge as electronic commerce has
experienced growth. We cannot assure you that Wd&successful in our efforts to recruit and irethe required personnel.

IF CANTOR OR WE ARE UNABLE TO PROTECT THE INTELLEQJAL 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 liceseene 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 provideCantor electronic brokerage services with resfgea 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 subfj¢ice patents and patent applications covered déyicense from Cantor or that we own are
patentable or that issued patents are or will ltie @ad enforceable. Where patents are grantelgeiitS., we can give no assurance that
equivalent patents will be granted in Europe oewlsere, as a result of differences in local laviisctihg patentability and validity. Moreover,
we cannot guarantee that Cantor's issued pateots @ssued patents are valid and enforceabldatrthird parties competing or intending to
compete with us will not infringe any of these prite Despite precautions we or Cantor has takenagrtake to protect our intellectual
property rights, it is possible that third partieay copy or otherwise obtain and use our propgatchnology 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&ea will prevent misappropriation of our
technology or intellectual property rights.

We use our eSpeed(R) registered service mark éosehvices described herein and have registerédehdace mark in a number of
jurisdictions around the world. Although severaistirg 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 semrk. Although we are not presently aware oftaing-party objections to our use or
registration of our eSpeed(R) registered serviceknmathese countries, and believe we could detegainst any third-party claims asserted in
these countries, such registrations and applicaionld potentially affect the registration, andiiit 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.

WE HAVE HAD TO RESORT TO COSTLY LITIGATION TO PROTE CT AND DEFEND CERTAIN OF OUR INTELLECTUAL
PROPERTY RIGHTS, AND MAY CONTINUE TO HAVE TO DO SO.

We have had to resort to costly litigation to enécertain of our intellectual property rights. Wiay have to continue to resort to litigation to
protect our trade secrets, determine the validity scope of the proprietary rights of others oeddfourselves from claims of infringement,
invalidity or unenforceability. We may incur subistial costs and diversion of resources as a reslitligation, even if we win. In the event
we do not win, we may have to enter into royaltyicensing agreements. We cannot assure you thag@ement would be available to us on
reasonable terms, if at all.

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

We license database and other software from tlirdgs, much of which is integral to our systemd aar 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 replaceméhive available on reasonable terms, if at all.
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IF THE STRENGTH OF OUR DOMAIN NAMES IS DILUTED, THE VALUE OF OUR PROPRIETARY RIGHTS MAY
DECREASE.

We own many Internet domain names, including "wveged.com."” The regulation of domain names in 8 &hd in foreign countries m
change and the strength of our names could beedilWWe may not be able to prevent third partiesifaequiring domain names that infringe
or otherwise decrease the value of our trademarttother 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 havargyortant bearing on our ability to offer certaifhoar products and services. We cannot
assure you that we are or will be aware of all pigter copyrights containing claims that may posiskaof infringement by our products and
services. In addition, patent applications in th8.lre generally confidential until a patent suesd. As a result, we cannot evaluate the exten
to which our products and services may be coveredserted to be covered by claims contained idipgrpatent applications. In general, if
one or more of our products or services were torigé patents held by others, we may be requiresticip developing or marketing the
products or services, to obtain licenses to devatapmarket the services from the holders of theria 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 wendoict our operations.

DUE TO INTENSE COMPETITION, OUR MARKET SHARE AND FI NANCIAL PERFORMANCE COULD SUFFER.

The electronic trading and Internet-based finarea non-financial services markets are highly cetitige 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, engineeringnarkkting 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 dlyc
o adapt more swiftly to new or emerging technolegiad changes in client requirements;

o take advantage of acquisitions and other oppitigsrmore effectively;

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

o0 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 exckanglectronic communications networks, crossirstesys, software companies, consortia,
business-to-business marketplace infrastructurgpaoies and niche market energy and other commbdginess-to-business Internet-based
trading systems. In January 2003, ICAP and BrokeGlebal, two of our largest competitors, entergd an agreement by which ICAP
would acquire certain businesses of BrokerTec Glolalving electronic trading of government setigs. The acquisition is conditional
upon regulatory approval in the United States #&raproved, could have a significant impact on competitive position.

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-baiseahial 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.
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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 gddn our marketplaces will occur in the futurenfrtime to time and have a direct impact on
our future operating results. This may cause siganit 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 &gure, risky and volatile and is directly affectgdmany national and international factors that
are beyond our control. Any one of these factorg n@ause a substantial decline in the U.S. and gfolencial services markets, resulting in
reduced trading volume and turnover. These eventlhave a material adverse effect on our prdfitgbThese 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.

IF THERE IS LESS U.S. TREASURY DEBT OUTSTANDING, OR IF OUR SHARE OF THE U.S. TREASURY MARKET
DECLINES, OUR REVENUES MAY BE ADVERSELY AFFECTED.

Our business is highly dependent upon the volunmnéls being traded through our eSpeed(R) systesrbhéhieve that we have historically
led the U.S. Treasury benchmark market, and owemees are increasingly concentrated in this businethe U.S. reduces its outstanding
Treasury debt, or if there is contraction in th&Ulreasury market, there may be a decline in ¢thenve of U.S. Treasury securities traded
through our eSpeed(R) system. Similarly, if we wertbse market share in the U.S. Treasury madiatrevenues would be adversely
affected.

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

We operate electronic marketplaces throughout Euama Asia and we plan to further expand our omersithroughout these regions and
other regions in the future. There are certainsriskerent in doing business in international misxkegarticularly 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;

o reduced protection for intellectual property tigh

o seasonal reductions in business activity dutimgsummer months; and

o potentially adverse tax consequences.
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We are required to comply with the laws and reguoet 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 e@mployee registration requirements and the cdmafudtirectors, officers and employees.
Any failure to develop effective compliance andagimg systems could result in regulatory penalitiethe applicable jurisdiction.

The growth of the Internet as a means of condudtitegnational business has also raised many Isgaés regarding, among other things, the
circumstances in which countries or other jurisdits have the right to regulate Internet servibas imay be available to their citizens from
service providers located elsewhere. In many cadlsess are no laws, regulations, judicial decisiongovernmental interpretations that
clearly resolve these issues. This uncertainty atbwersely affect our ability to use the Interne¢xpand our international operations, and
creates the risk that we could be subject to discipy 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 entemmankets. WE cannot assure you that we will be ab&iccessfully adapt our propriet:
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 dtttents and compete successfully in any such mewkets. We cannot assure you that our
marketing efforts or our pursuit of any of thespayunities will be successful. If these efforts abt successful, we may realize less than
expected earnings, which in turn could result dearease in the market value of our Class A comstaek. Furthermore, these efforts may
divert management attention or inefficiently utliaur resources. We intend to create electroni&etglaces for many vertical markets and
extend into others, but there is no guaranteevtbawill 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 thritnegacquisition of exchanges and other compami®sding services or having
technologies and operations that are complemetaaoyrs. Acquisitions entail numerous risks, inahgd

o difficulties in the assimilation of acquired optons and products;

o diversion of management's attention from otheiri@ss concerns;

o assumption of unknown material liabilities of atgd companies;

0 amortization of acquired intangible assets, whiclild reduce future reported earnings; and
o potential loss of clients or key employees ofuaiel companies.

We cannot assure you that we will be able to irstgsuccessfully 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 GOVERNMENT 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 interantl operations may become subject to similar eguis in specific jurisdictions. Certain of
our U.S. subsidiaries are required to comply dyrieith the rules and regulations of these agendssa matter of public policy, these
regulatory bodies are responsible for safeguarttiadntegrity of the securities and other finanarkets and protecting the interests of
investors in those markets. Most aspects of our hr&ker-dealer subsidiaries are highly regulaiedyuding:

o the way we deal with our clients;

0 our capital requirements;

o our financial and Securities and Exchange Comarisgporting practices;
o required record keeping and record retentiongmores;
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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, fioesse-andesist orders, suspension of
business, suspensions of personnel or other sasctiluding 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. Theseags have broad powers to investigate
and enforce compliance and punish non-compliante their rules and regulations. We cannot assucetlyat we and/or our directors,
officers and employees will be able to fully complith, and will not be subject to, claims or acsdwy these agencies.

The products and services we offer through ourtielaic marketplaces are likely to be regulateddxjefral, state and foreign governments.
Our ability to provide such services will be afietttby these regulations. In addition, as we exgamdusiness to other vertical markets, it is
likely that we will be subject to additional fedErstate 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#f a firm fails to maintain the required napital, it may be subject to suspension or
revocation of registration by the Securities andiange Commission or Commodity Futures Trading Csion, and suspension or
expulsion by these regulators could ultimately lEathe firm's liquidation. If these net capitalesiare changed or expanded, or if there is an
unusually large charge against net capital, opmratihat require the intensive use of capital wa@dimited. Also, our ability to withdraw
capital from broker-dealer subsidiaries could tstrieted, which in turn could limit our ability fway dividends, repay debt and redeem or
purchase shares of our outstanding stock. A lapgeating loss or charge against net capital cotleisely affect our ability to expand or
even maintain our present levels of business, wbichd have a material adverse effect on our bssirla addition, we may become subject
to net capital requirements in foreign jurisdicgon

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

There are currently few laws or regulations tha&ccally regulate communications or commercetwnlnternet. However, laws and
regulations may be adopted in the future that adissues such as user privacy, pricing, taxatidrttae characteristics and quality of
products and services. For example, the Teleconations Act sought to prohibit transmitting varigypes of information and content over
the Internet. Several telecommunications compémaes petitioned the Federal Communications Comonissi 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 propestyesship, libel and personal privacy are applicabléhe Internet. Any new laws or
regulations relating to the Internet could adverséiect 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 businessms dfients, involve substantial risks of liahjliDissatisfied clients frequently make cla
regarding quality of trade execution, improperlitled trades, mismanagement or even fraud agdiastgervice 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 thabew 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@daims against Cantor and its affiliates as alted the transactions surrounding our
formation. Although Cantor has agreed to indemua#yagainst claims or liabilities arising from ogsats or operations prior to the formation
transactions, we cannot assure you that such clainitggation will not harm our business.
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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.

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. Heweve 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 r@dditional 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 olddititional 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 findraoid operating results and those expected by ioreand 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 marketdiations.

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 §kedgister additional shares. In addition, if wergase our total outstanding shares of
common stock, we will register additional share€tz#ss A common stock so that the stock availadiéstuance under our stock option plan
will be registered. Once registered, these shamede sold in the public market upon issuance egstibp restrictions under the securities laws
applicable to resales by affiliates. In additiore lave registered under the Securities Act 4250@@es of our Class A common stock
issuable under our stock purchase plan. We alddwilssuing new shares of our Class A common stocknnection with our matching
program for our 401(k) plan. The maximum numben@i shares we will be issuing in connection with 40l (k) plan is $3,000 worth per
employee per year.
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Since June 9, 2002, approximately 5.9 million sbafeour Class A common stock that have been diged to partners of Cantor as part of a
deferred stock distribution by Cantor have beegildk for resale in the public market subject tdeR1LA4(k) under the Securities Act. The
availability for sale of such number of shares rhaye an adverse effect on the market price of tagsCA 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."

Our board has authorized the repurchase of upQa$lion of our outstanding Class A common sto&k.of December 31, 2002, we had
repurchased 24,600 shares of our Class A commak &ioa total of $221,892 under the repurchase plethorized by our board of directc
During the first quarter of 2003, we purchased dditeonal 161,799 shares for a total purchase wfc®l,872,112, bringing the total number
of treasury shares owned to 186,399 at a book \&I$2,094,004. We anticipate making additionatktepurchases in 2003.

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 was adversely affected by the effecteoBiptember 11 Events on Cantor's business. S€be'events of September 11, 2001 have
had and may continue to have an adverse effecuphusiness." In addition, any other future eveviig&ch adversely affect Cantor's business
or operating results, including a sale, dissolytlmuidation or winding-up of all or a materialgion of Cantor's business, could have a
material adverse effect on our most significantrsewf revenues. We also are a general credit@aofor to the extent that there are
transaction revenues and software solutions fe@sgote us from Cantor. Events that adversely aftgamtor's financial position and its abil

to remit to us our share of transaction revenueéssaftware solutions fees could have a materiatesdveffect 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 areasirejab 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, finamgiaimitments, marketing functions, indemnity arrangats, service arrangements, issuances
of our capital stock, sales or distributions by tanf its shares of our common stock and the ésefdazy Cantor of control over our
management and affairs. Our Amended and RestabetdSkrvices Agreement, as currently in effect (thimt Services Agreement), with
Cantor provides that, in some circumstances, Caounilaterally determine the commissions théthve charged to clients for effecting
trades in marketplaces in which we collaborate @itmtor. The determination of the nature of comiorsscharged to clients does not affect
the allocation of revenues that Cantor and we shéterespect to those transactions. However, ricuchstances in which Cantor determines
to charge clients lower commissions, the amouritiigareceive in respect of our share of the cominmsswill be correspondingly decreased.
Pursuant to our Administrative Services Agreemeittt @antor, Cantor is required to obtain for uspag other things, property and casualty
insurance of not less than $40 million and busimgssruption insurance of $25 million. Cantor hpmscured property insurance coverage for
us covering our fixed assets and business intéomuptsurance in the amount of $25 million. Howeverthe case of business interruption
insurance, we are listed on this insurance policgree of several insured parties, together witht@aand several of its affiliates. This
insurance policy is for aggregate amounts in exoéfise amounts set forth above. The AdministraBeevices Agreement does not provide
for the allocation of the proceeds among the nam&aleds. Because Cantor controls us and the titbocaf the proceeds received from
insurance, Cantor may allocate the proceeds antenimsured parties in a manner with which we disagmnd that may have an adverse e
on our financial condition.

Four of our directors and our executive officers aither partners and/or officers of Cantor. Siamgdous service as an eSpeed director or
officer and service as an officer, or status aaréngr, of Cantor could create, or appear to creatential conflicts of interest when such
directors, officers and/or partners are faced @hisions that could have different implicationsds and for Cantor. Mr. Lutnick, our
Chairman, President and Chief Executive Officethessole stockholder of the managing general padghCantor. As a result, Mr. Lutnick
controls Cantor. As of March 1, 2003, Mr. Lutniaintrolled approximately 89.8% of the combined votpower of all classes of our voting
stock. Mr. Lutnick's simultaneous service as ouai@han, President and Chief Executive Officer aisdchntrol of Cantor could create or
appear to create potential conflicts of interesewMr. Lutnick is faced with decisions that coulvb different implications for us and for
Cantor.
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BECAUSE OUR JOINT SERVICES AGREEMENT WITH CANTOR A 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 andrdihancial instruments execution and processpgyations and other activities that are
related to the electronic trading services we gtevOur Joint Services Agreement obligates us timpa 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 fhiture may engage, or providing, or assistingtaimg 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 Servicess@ment imposes limitations on our abi
to pursue strategic alliances, joint ventures,naaships, business combinations, acquisitions amniths 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 abiliyetxpand our operations.

BECAUSE AGREEMENTS BETWEEN US AND CANTOR ARE NOT BRESULT OF ARM'S-LENGTH NEGOTIATIONS, WE MAY
RECEIVE LOWER SERVICE FEES FROM, AND PAY HIGHER SERE FEES TO, CANTOR THAN WE WOULD WITH RESPECT
TO THIRD PARTY SERVICE PROVIDERS.

In connection with the formation transactions, weeed into Assignment and Assumption Agreememg\dministrative 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 d-ngth negotiations because Cantor owns and cenislAs a result, the prices charge
us or by us for services provided under the agreesmaay be higher or lower than prices that maghaeged 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 evera 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 tleeagmts between Cantor and third-party vendorsg cesault 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 negativethbysecurities 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 fimancial 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 procegsithat 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".
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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 commodities markets operated thropgh outcry formats which have recently begunetsupplanted by new systems that
match buyers and sellers electronically. The enarggkets in which we participate through TradeSmgmérate through phone-based and
bulletinboard formats and have recently begun to transactrenically. The utilization of our products aservices depends on the contini
acceptance, adoption and growth of electronic mark#e cannot assure you that the growth and amceptof the use of electronic markets
will continue.

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 beeadely impacted if e-commerce adoption and usage dot continue to grow. Business-to-
business use of the Internet as a medium of comangi@ 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 issumscerning the use of the Internet;
o concerns regarding ease of use, accessibilityeizdility;

o0 inconsistent quality of service; and

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

If Internet usage grows, the Internet infrastruetomay 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 tradintpénwholesale 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 BEECTRONIC MARKETPLACES.

We expect the secure transmission of confidemntfarmation over public networks to be a criticarakent of our operations. Our networks
and those of our third-party service providers|uding Cantor and associated clearing corporatiand,our clients may be vulnerable to
unauthorized access, computer viruses and othaerigeproblems. Persons who circumvent securitysneas could wrongfully use our
information or cause interruptions or malfunctiam®ur operations, which could make our clientstaes to use our electronic marketplaces.
We may be required to expend significant resoutecgsotect against the threat of security breaches alleviate problems, including
reputational harm and litigation, caused by anybhes. Although we intend to continue to impleniedtistrystandard security measures,
cannot assure you that those measures will becgrffi

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 1, 2003, Cantor beneficially owned apimately 89.8% of the combined voting power ofddisses of our voting stock. As lo
as Cantor beneficially owns a majority of the conelai voting power of our common stock, it will hate ability, without the consent of the
public stockholders, to elect all of the membersufboard of directors and to control our manageraad affairs. In addition, it will be able
to determine the outcome of matters submittedutota of our stockholders for approval and will ideato 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 sto
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The holders of our Class A common stock and ClassrBmon stock have substantially identical righissept 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 diffeial in the voting rights and our ability to issadditional Class B common stock could
adversely affect the market price of our Class Amgmn 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 withdat stockholder approval and with rights sern@those of our common stock, as well as
additional shares of our Class B common stock aadlamts to purchase our common stock. Any suclaisss would make a takeover of our
company more difficult and may dilute your percgt@wnership of our common stock. Our Amended agstdRed Certificate of
Incorporation and our Second Amended and Restagdda®'s include provisions which restrict the alilif our stockholders to take action
by written consent and provide for advance notigestockholder 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 dbale significant benefits to our
stockholders. As a result, these provisions caduiit the price some investors might be willing taygn 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 deciglmaishave an adverse effect upon holders of cas<CA common stock if our board of
directors acts in a disinterested, informed mamvitr respect to these decisions, in good faithiarttie belief that it is acting in the best
interests of our stockholders. Delaware law gehepaibvides that a board of directors owes an edual to all stockholders, regardless of
class or series, and does not have separate dgioaddiduties 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., U.K. and Asia. Ounpipal executive offices are located at 135 Eat Street, New York, New York. We
currently occupy space subleased by Cantor. Oge$apresence outside of the New York metropobitaa is in London, where we have the
right to use approximately 15,000 square feet oft@és existing office space. Our right to use ggace expires at the earlier of (1) the time
that Cantor's lease expires in 2016 or (2) whert@@arases to be an affiliate of ours and Cantks as to vacate. We will pay Cantor
approximately $2.6 million annually for use of thizace. Additionally, we occupy approximately 18,8§uare feet of space in our concur
computing center in Rochelle Park, New Jersey. @eQantor approximately $717,000 annually for tke af the Rochelle Park space.

ITEM 3. LEGAL PROCEEDINGS

By Statement of Claim dated October 8, 2002, MywicPartners, LLC (MPLLC) commenced an arbitratiefore the NASD against Cantor
Fitzgerald Partners and Howard Lutnick (the Artiitna). Although MPLLC did not name eSpeed as agadpnt in the Arbitration, MPLLC
seeks, among other things, (i) a declaration theat.icense and Service Agreement dated Janua308@, between MPLLC and eSpeed is
null and void and (ii) an order directing eSpeedeimburse MPLLC for certain costs. By Order to 8Hoause signed on October 30, 2002,
eSpeed, Cantor Fitzgerald Partners and Howard ¢lutnoved for an order staying the Arbitration méntirety or, alternatively, staying the
Arbitration insofar as it seeks relief directlyindirectly against eSpeed. The motion has beey kulefed and is currently sub judice. The
parties have agreed to participate in court spaasonon-binding mediation.

By Summons and Complaint dated October 30, 2002eebcommenced an action against MPLLC seekinghgrotiher things, payment for
services rendered pursuant to the License andc@efgreement and payment for eSpeed's share aircefectronic revenues of MPLLC. In
the interim, the parties have agreed to submibtebinding mediation.

eSpeed patent related legal proceedings

On August 26, 2002, we entered into a Settlememeément (the Agreement) with Electronic Tradingt8ys Corporation (ETS), the
Chicago Mercantile Exchange Inc. (CME) and CBOTetsnlve the litigation related to the Wagner Pafeimited States Patent No.
4,903,201). The Wagner Patent deals with autonfateces trading systems in which transactions aregeted by a computerized matching
of bids and offers of futures contracts on an etest platform.

Under the terms of the Agreement, CME and CBOT ealth pay $15 million to us as a fully paid uptise. Each $15 million payment will
include $5 million, which was received in the threenths ended September 30, 2002, and $2 millioyger until 2007. We will recognize
these payments, over the remaining life of the Véadratent, under the caption "Software Solutionslaensing fees from unrelated parties
in our consolidated statements of operations. Tlhgnér Patent expires in February 2007. As pati@Rgreement, all parties will be
released from the legal claims brought against ettoér without admitting liability on the part ofigparty. We may be paying ETS up to
$5,750,000 over time out of the amounts we recender the Agreement in connection with the settl@méthe litigation relating to the
Wagner Patent. For the year ended December 31, $20250,000 was paid to ETS. The net settlemerttgads of $24,250,000 is to be
recognized as revenue ratably over the remainiafulubfe of the patent. For the year ended Decam3ie 2002, we have recorded revenu
$1,796,074 related to the Settlement Agreement.

After we acquired the Wagner Patent in April 200&,joined ETS, the prior patent owner, as a plfiimtilitigation pending in the Southern
District of New York against the New York MercagtiExchange. The plaintiffs allege that the defetslameach case infringed the Wagner
Patent. The complaints seek injunctive relief,asomable royalty, treble damages pursuant to 370JsS.284, attorneys' fees, interest and
costs. The defendants have asserted counterclginmvhibh they contend they are entitled to the th#iorneys' fees should they prevail. On
June 26, 2002, the Judge in the New York caseeashtar order following a Markman hearing construlngclaims of the patent. We believe
that both of those Markman rulings were generadlysistent with out interpretation of the scopehaf patent.

Expert discovery is ongoing in the New York casel a limited amount of fact discovery remains, veitly trial likely in 2003.

Although the ultimate outcome of these actions cabe ascertained at this time (although the paft@m time to time are actively pursuing
settlement discussions) and the results of legalgedings cannot be predicted with certainty, tihésopinion of management that the
resolution of these matters will not have a matedwerse effect on our financial condition or lesof operations.
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Cantor related legal proceedings

In February 1998, Market Data Corporation (MDC)ttacted to provide the technology for an electrdrading system to compete with
Cantor's United States Treasury brokerage busiMi3€. is controlled by Iris Cantor and Rodney Fishrear nephew-in-law. Iris Cantor, a
company under the control of Iris Cantor referetiérein as Cantor Fitzgerald Incorporated (CHt) Rndney Fisher (collectively, the Iris
Cantor Parties) are limited partners of CantoApnil 1998, Cantor filed a complaint in the DelawaCourt of Chancery against MDC and the
Iris Cantor Parties with respect to these matt@asitor believes MDC's technology for electroniding systems would be of substantial
assistance to competitors in the wholesale mafkebvided to them. On March 13, 2000, the Delaw@oert of Chancery ruled in favor of
Cantor, finding that the Iris Cantor Parties hagdlgched the Partnership Agreement of Cantor, aidddbetted by MDC. The court awarded
Cantor declaratory judgment relief and court castd attorneys' fees.

On November 5, 2001, the Court of Chancery entare@rder of Declaratory Judgement, which provithes if any of the Iris Cantor Parties,
through MDC or otherwise, wish to compete with @amr its affiliates in a manner that could reasdyné®e expected to harm a core business
of Cantor, they must obtain the written consentaftor's Managing General Partner. On Decembeb@4,,2he defendants filed notices of
appeal. The Delaware Supreme Court dismissed theadpas interlocutory. On June 21, 2002 (and eevisily 8, 2002), the Court rendered
an opinion denying defendants' further reargumsenibdhe damages award and stated that the caswigpe for appeal. The parties were
asked to submit a proposed form of order regarttingamount of damages. The Court has yet to eriealeorder. In a related proceeding,
MDC alleged that Cantor has violated the declaygtmigment order by withholding its consent for MB&Cengage in certain business
transactions. MDC has withdrawn its petition segkiglief in this related proceeding.

On May 16, 2000, CFI filed an action in Delawarg@&tor Court, New Castle County, against Cantor @rdsroup Management, Inc.
(CFGM) seeking payment of $40 million allegedly guesuant to a settlement agreement in an eaitigation between the parties. The
complaint alleges that CFl is entitled to a oneeti$40 million payment upon "an initial public offeg of Cantor or of a successor to a
material portion of the assets and business ofd€afitCFI alleges that our initial public offerirign December 10, 1999 triggered the payr
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. fHyengms lifted on September 1, 2002 and the panaes resumed discovery.

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 pasini@ agreement and for any liabilities that aiimed with respect to the litigation
involving MDC, Iris Cantor, CFl and Rodney Fisher.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
(a) The Company held its 2002 Annual Meeting ofc&tmlders (the Annual Meeting) on October 23, 2002.

(b) The following directors were elected at the AahMeeting: Howard W. Lutnick, Lee M. Amaitis, &ph C. Noviello, Stephen M. Merkel,
Larry R. Carter, John H. Dalton, Frank R. Lautegb&Yilliam J. Moran and Albert M. Weis.

(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-votespasach nominee for election as a director.
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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 WITHHOLD BROKER
Candidate FOR AUTHORITY NON-VOTES
Howard W. Lutnick 280,765,510 6,150,441 0

Lee M. Amaitis 280,765,510 6,150,441 0

Joseph C. Noviello 280,765,510 6,150,441 0

Stephen M. Merkel 280,765,510 6,150,441 0

Larry R. Carter 286,756,055 159,896 0

John H. Dalton 286,722,840 193,111 0

Frank R. Lautenberg 286,792,605 123,346 0

William J. Moran 286,792,605 123,346 0

Albert M. Weis 286,792,605 123,346 0

Mr. Lautenberg resigned as director as of DecerBbheR002 because he was elected as a United Saasor for the State of New Jersey.

25



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 is traded on the NasdaipiNgd Market under the symbol "ESPD". For eachrtgraof the prior two years and
through March 17, 2003, the high and low salesggrior our Class A common stock, as reported byddigswere as follows:

High Low

2001

First Quarter.......cccccccoevveeeeeiiieeceenns $34.75 $13.62
Second Quarter.......ccoceeeeeevveeeeeivieeeeenns $28.23 $16.25
Third Quarter............ccoeeeeveeennee.. $19.94 $7.44
Fourth Quarter $9.00 $4.60
2002

First Quarter..........ccccveevveevivee e, $12.21 $7.91
Second Quarter $14.10 $8.27
Third Quarter............ccceeveeeeennnes $11.07 $7.42
Fourth Quarter.........ccccoveeeeeiveeeeeenne. $19.90 $9.63
2003

First Quarter (through March 17, 2003)............. $19.20 $9.15

On March 17, 2003, the last reported closing pofceur Class A common stock on the Nasdaq Natibteaket was $11.25 and there were
682 holders of record of our Class A common stouk tavo holders of record of our Class B commonlstoc

DIVIDEND POLICY

We intend to retain our future earnings, if anyhédp 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 ifidreseeable future.

In the event we decide to declare dividends orncourmon stock in the future, such declaration wélidnibject to the discretion of our boar¢
directors. Our board of directors may take intoomet such matters as general business conditiomginancial 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 initidilig offering, we sold 7,000,000 shares of Classofmon stock at a price of $22.00
per share and Cantor Fitzgerald Securities, tHmgedtockholder, sold 3,350,000 shares of Clag@#imon stock at a price of $22.00 per
share. Our initial public offering was managed ehddf of the underwriters by Warburg Dillon Readd,lHambrecht & Quist, Thomas
Weisel Partners LLC and Cantor Fitzgerald & Co. ®ffering commenced on December 10, 1999 and closddecember 15, 1999.
Proceeds to us from our initial public offeringteafdeduction of the underwriting discounts and rossions of approximately $10.0 million
and offering costs of $4.4 million, totaled approaiely $139.6 million. Of the $139.6 million raiseghproximately $8.9 million has been
used to fund investments in various entities, axprately $62.4 million has been used to acquiredimssets and to pay for the development
of capitalized software, approximately $22.7 millioas been used to purchase intangible assetsagrfdithe defense of patents, and
approximately $8.2 million has been used for otherking capital purposes. The remaining $37.4 miillhas been invested in reverse
repurchase agreements which are fully collaterdlizeU.S. Government Securities held in a custagtabunt at a third-party bank.
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Of the amount of proceeds spent through Decemhe2®I2, approximately $27.1 million has been pai€antor under the Administrative
Services Agreement between Cantor and us.

STOCK REPURCHASE

In February 2003, in accordance with the stock relmase plan authorized by our board of directorSeptember 10, 2001 and reaffirmed in
October 2001, we repurchased an aggregate of 1%%¥eres of our Class A common stock for an agéggmachase price of $1,872,112.
The reacquired shares have been designated trestgangs and will be used for general corporateqaam
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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 consolidatedfinial statements for the years ended Decemb&@082, 2001, 2000 and for the period fi
March 10, 1999 (date of commencement of operatitmBecember 31, 1999. The consolidated finant#éments for these periods were
audited by Deloitte & Touche LLP, independent amdit The following selected financial data shoutd®ad in conjunction with "ltem 7.
Management's Discussion and Analysis of Finanataddtion and Results of Operations" beginning ogep29 of this Report and with our
consolidated financial statements and the notestiv®eginning on page 39 of this Report.

For the period from
March 10, 1999 (date of

Years Ended December 31, commencement of
- operations) to
STATEMENT OF OPERATIONS DATA 2002 2001 2000 December 31, 1999
(IN THOUSANDS, EXCEPT PER SHARE DATA):
Total revenues.........ccccevverinnennnn. $139,238 $124,969 $91,02 7 $34,661
Expenses:
Compensation and employee benefits........... 36,499 53,437 53,96 3 21,502
Occupancy and equipment..........ccccceeenee 24,863 29,549 21,56 1 10,293
Professional and consulting fe .. 5,658 10,568 13,03 6 5,149
Communications and client networks........... 6,336 8,109 4,58 9 3,355
Marketing.......cccoceeveeennienniieene. 4,778 4,356 8,28 5 -
Administrative fees paid to related parties.. 9,134 9,798 6,52 4 1,662
Non-cash business partner securities (1)..... 2,059 1,223 32,04 1 -
Options granted to Cantor employees (2)...... 2,850
Loss on unconsolidated investments (3)....... 950 3,833 -
Provision for September 11, 2001 events (4).. (1,201) 13,323
Other......oooieiiieeee e 7,717 8,569 9,68 4 2,649
Total EXPENSES.......covvvervieiiieiieene 96,793 142,765 149,68 3 47,460
Income (loss) before
provision (benefit) for income taxes........ 42,445 (17,796) (58,65 6) (12,799)
Income tax provision (benefit)............... 479 531 40 6 (212)
Net income (10SS)......cccoevvrverininenns $ 41,966 $(18,327) $(59,06 2) $(12,587)
Basic net income (loss) per share............ $0.76 $(0.34) $(1.1 5) $(0.28)
Fully diluted net income (loss) per share.... $0.74 $(0.34) $(1.1 5) $(0.28)
Basic weighted average shares
of common stock outstanding.................. 54,991 54,297 51,48 3 44,495
Fully diluted weighted average
shares of common stock outstanding........... 56,784 54,297 51,48 3 44,495
Decem ber 31, 2002 December 31,2001 December 31, 2000 December 31, 1999
STATEMENT OF FINANCIAL CONDITION
DATA (IN THOUSANDS):
Cash and cash equivalents.................... $187,999 $159,899 $122,16 4 $134,846
Total assets..........cceeeueenne . 252,711 210,741 157,03 4 188,672
Total liabilities............... 34,256 37,559 24,77 6 53,160
Total stockholders' equity 218,455 173,182 132,25 8 135,512

(1) See "ltem 8. Financial Statements and SuppléaneData, Note 7."

(2) Concurrent with the initial public offering, wesued 290,320 options to Cantor employees ammsuitant. The estimated fair value of the
options at the time of the offering resulted inng-@ime non-cash charge to us of $2,850.

(3) See "lItem 8. Financial Statements and SuppleaneData, Note 7."
(4) See "ltem 8. Financial Statements and Suppleanebata, Note 2."
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS:
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 internatigriduct electronic trading.

Concurrent with our initial public offering in Demder 1999, Cantor contributed to us, and we acddim@n Cantor, certain of our assets.
These assets primarily consisted of proprietarinsog, network distribution systems, technologied ather 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 édiately relocated our surviving
employees to various locations in the New York m@ttitan area. Our operating proprietary softwaes wnharmed.

As of December 31, 2002, we had an accumulateditlefi$49.4 million. This loss primarily resultécm expenditures on our technology
and infrastructure incurred in building our reverase and from nooash charges incurred in connection with the issei@f business partr
securities. In spite of the September 11 Eventshimyear ended December 31, 2002, we recordaghhnat income for the first time. We
expect that we will continue to generate net incrom operations. However, in light of the rapidlyanging nature of our business and the
impact of the September 11 Events, we believegbabd-to-period comparisons of our operating rtsswill not necessarily be meaningful
and should not be relied upon as an indicatioutfré performance.

We operate interactive electronic marketplacesliaedse customized real-time software solutionguoclients. In general, we receive
transaction fees based on a percentage of thevédige of products traded through our system. Prisduey be traded on a fully electronic
basis, electronically through a voice broker, @ epen outcry with prices displayed on data scréatesreceive different fees for these
different system utilizations. Additionally, we e revenues from licensing software and provid@ahnology 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 provglgectronic brokerage services, and
Cantor provides voice-assisted brokerage servicH#iment services, such as clearance and set@and 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. Underdlgieement, we and Cantor share revenues derivedtfamsactions effected in the
marketplaces in which we collaborate and otherifipdanarkets. The portion of the transaction rexenthat 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 piidand (4) the product is traded on the
Cantor Exchange(SM). The percentage of the traiosavenues we receive ranges from 2.5% to 65%ueier, in general, for fully
electronic transactions, we receive 65% of thes@ation revenues and Cantor receives 35% of theacdion revenues;and 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 ageeprbvide to Cantor technology support
services at cost.

We have also entered into services agreementshnaitie Spark, Freedom, Municipal Partners LLC (MPLIa@)l CO2e.com (CO2e) pursu

to which we provide the technology infrastructuse the transactional and technology related elesneinthe TradeSpark, Freedom, MPLLC
and CO2e marketplaces, as well as certain otheicesr in exchange for specified percentages obtetion revenues from the marketplaces.
In general, if a transaction is fully electronice weceive 65% of the aggregate transaction reveam3radeSpark or Freedom receives 35%
of the transaction revenues. If TradeSpark or Fyeedrovides voice-assisted brokerage servicesm#ipect to a transaction, then we receive
35% of the revenues and TradeSpark or Freedomve=c6b% of the revenues. We and MPLLC each re&og of the fully electronic
revenues related to municipal bonds. Our agreemigntCO2e provides that we receive 50%
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of CO2e's fully electronic revenues and 15% of C®%eice-assisted and open outcry revenues untiéideer 2003; thereafter we will
receive 20% of voice-assisted and open outcry g®n

We have pursued an aggressive strategy to conwstt ofi Cantor's financial marketplace productsupesSpeed(R) system and, with the
assistance of Cantor, to continue to create newketsaand convert new clients to our eSpeed(R) systée process of converting these
marketplaces includes modifying existing tradingteyns to allow for transactions to be entered tyréom a client location, signing an
agreement with the client, installing the hardwend software at the client location and establglcimmmunication lines between us and the
client. Other than Cantor, no client of ours acaedrfor more than 10% of our transaction reventm® four date of inception through
December 31, 2002. As a result of the Septemb&vehts and the resulting loss of voice brokers t@&nU.S. operations were reduced,
including the trading by it of certain U.S. finaacproducts. Cantor also sold the assets of itsicmal bond business in the first quarter of
2002 after that business ceased operations onrSeetel 1, 2001, but acquired a 25% special inténdgtPLLC, the newly formed entity that
owns the assets. Cantor has not yet fully detemivigich financial product marketplaces it will reter. In addition, Cantor's business
product development activity continues to be redwbee to the September 11 Events. If Cantor deteysmot to re-enter its affected
businesses, exits additional businesses or doentihue to develop new products or enter into baginesses, we will likely be adversely
affected.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The following discussion is based upon our constédid financial statements, which have been preparaccordance with accounting
principles generally accepted in the United Stakbs. preparation of these financial statementsiregjuis to make estimates and judgments
which affect the reported amounts of assets, lias| revenues and expenses and the related slisel of contingent assets and liabilities.
Actual results may differ from our estimates assult of the occurrence of future events or chaitlgesnditions which affected our
judgments or estimate

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 recorded an expense of $13.3 million in the yeated December 31, 2001 for the costs which wertaadred or expected to incur and
assets which were destroyed or impaired as a refthlie September 11 Events. Due to the exterfieofdss of life and the destruction of
assets, the effect of the September 11 Eventsresijus to make estimates and judgments in an @amecemvironment. In our judgment, such
costs were properly recorded in the same periddeSeptember 11 Events, even if disbursementatidaecur until future periods. During 1
year ended December 31, 2002, actual costs incureeel charged against the provision and the remgimnused amount was reversed in
fourth quarter of 2002.

Insurance Coverage

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

During 2002, we received and recognized as incoh2e882,886 of the $40,000,000 business interruptisarance recovery received by
Cantor. This allocation was based on an analysiggred by an independent consultant.

Under the property and casualty coverage of $40amjlwe expect to be reimbursed through CantotHergreater of fair value or
replacement costs for assets lost as a resuleddéiptember 11 Events. To the extent that theof@sisets replaced exceeds the carrying \
of the assets destroyed, we will recognize a gaireplacement of assets resulting from potentiditahal recoveries under our property and
casualty coverage. However, we cannot currentiynas¢ the amount or timing of any such gain, if gayd accordingly, no gains on
replacement of fixed assets have been recordedgltiré current year.

Related Party Transactions

As described above, we share revenues with CaftadeSpark, Freedom, MPLLC and CO2e. In additiompwovide technology support
services to Cantor, TradeSpark, Freedom, MPLLCG®@&e, and Cantor provides administrative servigasst

Since Cantor holds a controlling interest in ugl halds a significant interest in TradeSpark arebBHom, such transactions among and
between us and Cantor, TradeSpark and Freedonnardasis which might not be replicated if suclvises or revenue sharing arrangemt
were between, or among, unrelated parties.
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We recognize Software Solutions fees from relatatigs based on the allocated portion of our coispgoviding services to our related
parties. Such allocation of costs requires us tkenjiadgments as to the equitable distribution @hscosts. In addition, we receive
administrative services from Cantor, for which veg/ ja fee based on Cantor's good faith determinafiam equitable allocation of the costs
of providing such services. There is no assurdmaeve could realize such revenues, or obtain ceswvat such costs, if we had to replicate
such arrangements with unrelated parties.

Patents

We capitalized the costs associated with the pgeebbatwo patents acquired in 2001. In order tdgueand defend our rights under the
patents, we have incurred substantial legal cééeshave capitalized such legal costs, thereby &sing the carrying value of the patents.
These capitalized costs, and the original purcpase of the patents, are amortized over the reimgiiife of the patent to which they relate,
and are reflected net of accumulated amortizatioaraasset in our statements of financial conditée believe the inherent value of the
patents exceeds their carrying value. Howevehgfrights afforded us under the patents are natresd or if the patents do not provide the
competitive advantages which we anticipated atithe of purchase, we may have to write-down themtat and such charges could be
substantial.

Capitalized Software Costs

We capitalize, in accordance with Generally Accégiecounting Principles (GAAP), the direct costeaiployees who are engaged in
creating software for internal use. This treatmrequires us to estimate the portion of the emplsyeféorts which directly produce new
software or provide additional functionality to sting software.

In our judgment, these employee-related costs derugeate or enhance valuable software. Our cup@lity is to capitalize these costs and
amortize them over their estimated economic uddéubf three years on a straight-line basis. Hoareif the costs incurred to produce the
software are ultimately deemed to exceed the biembfch the software provides, we may have to waibevn the capitalized software costs,
and such charge could be substantial.

Business Partner Securities

We enter into transactions with business partmevghich we issue certain equity instruments whadaey, in part, is dependent on the value
of our publicly traded Class A common stock. Suakibess partner securities include options andamsrto purchase shares of our Class A
common stock as well as convertible preferred sharee preferred shares are convertible into eithares of our Class A common stock or
warrants to purchase shares of our Class A commogk.s

The value of these business partner securitiesdssstablishes either the basis of assets acdnieecthange for the instruments, or an
expense which is, or will be, recognized in conjiorcwith the issuance.

We utilize judgment in establishing the fair vahfahese business partner securities in the abs#freceeady market for such instruments.

Options and warrants are valued using an optiaiqyimodel which requires us to make assumptione agure interest rates, price volati

of our Class A common stock, future dividends dredeéxpected life of the option or warrant beingredl We believe that our assumptions
used in the valuation of the instruments are reagsien However, changes in the assumptions couldtiesdiffering valuations of the option
warrants or preferred shares which, in turn, walidnge the basis of assets acquired or expensgnized.

31



RESULTS OF OPERATIONS

REVENUES
Year Ended Percentage Year Ended Percen tage Year Ended Percentage
December 31, of Total December 31, of To tal December 31, of Total
2002 Revenues 2001 Reven ues 2000 Revenues
(in thousands) (in thousands) (in thousands)
Transaction revenues with related parties
Fully electronic transactions.............. $88,039 63.3% $75,430 60. 4%  $52,693 57.9%
Voice-assisted brokerage transactions...... 17,552 12.6 22,553 18. 1 15,144 16.6
Screen-assisted open outcry transactions... 190 0.1 385 0. 3 2,450 2.7
Total transaction revenues with related parties. 105,781 76.0 98,368 78. 8 70,287 77.2
Software Solutions fees from related parties.... 13,207 9.5 16,283 13. 0 12,333 13.5
Software Solutions and licensing fees from
unrelated parties.........ccoceeeveeeneeenns 4,512 3.2 1,962 1. 6 66 0.1
Business interruption insurance proceeds........ 12,833 9.2 - 0. 0 - 0.0
Gain on replacement of assets................... - 0.0 2,680 2. 1 - 0.0
Interest income from related patrties............ 2,905 2.1 5,676 4. 5 8,341 9.2
Total Revenues...........ccccccoene. $139,238 100.0% $124,969 100. 0%  $91,027 100.0%

REVENUES - COMPARISON OF THE YEARS ENDED DECEMBER 31, 2002 AND 2001
TRANSACTION REVENUES WITH RELATED PARTIES

For the year ended December 31, 2002, we earneégi&rdlllion in transaction revenues with relatedtiea, an 8% increase over transaction
revenues with related parties of $98.4 milliontfue year ended December 31, 2001. For the yeadddeeember 31, 2002, 83% of our
transaction revenues were generated from fullyteleic transactions.

Our revenues are currently highly dependent orstetion volume in the fixed income markets glohagcordingly, 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$eale and retail investors, fluctuating
interest and exchange rates and legislative andategy changes may have an impact on our volumieanogactions. 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 continue to be negatively affettdtle future if Cantor's business
continues to suffer due to the September 11 Evaritherwise.

SOFTWARE SOLUTIONS FEES FROM RELATED PARTIES

Software Solutions fees from related parties ferytbar ended December 31, 2002 were $13.2 milkacoenpared to Software Solutions fees
from related parties for the year ended DecembgeP@01 of $16.3 million, a decrease of 19%. Sofen@olutions fees from related parties
decreased primarily as a result of a decreaseppastiprovided to Cantor and TradeSpark due tdabe of their voice brokers as a result of
the September 11 Events. This decrease was dffpetri by additional Software Solutions fees frorRINMC, which began utilizing our
systems in 2002.

SOFTWARE SOLUTIONS AND LICENSING FEES FROM UNRELATE D PARTIES

Software Solutions and licensing fees from unrelat@rties for the year ended December 31, 2002 $4&Emillion as compared with $2.0
million for the year ended December 31, 2001, anciase of 125%, due primarily to licensing feesmediin 2002 from
InterContinentalExchange for use of the WagnermRated licensing fees earned as part of the Wagatmt Settlement Agreement, as more
fully described in Note 4 of our consolidated fingh statements. We anticipate that as we licenssaftware and patents to additional
market participants, our revenues from SoftwareiBmis and licensing fees from unrelated partidsagntinue to grow.
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BUSINESS INTERRUPTION INSURANCE PROCEEDS

During the year ended December 31, 2002, we redeiad recognized as revenue $12.8 million as otigmoof the $40 million business
interruption insurance recovery received by Carfbrs allocation was based on an analysis prefayeth independent consultant.

GAIN ON REPLACEMENT OF ASSETS

Our assets in the World Trade Center were destragedresult of the September 11 Events. Suchsasset covered by insurance policies
which provide for reimbursement for replacement dosuch destroyed assets are replaced. To tlenetttat replacement cost exceeds the
carrying value of such replaced equipment, the &xcesults in a gain. For the year ended Decenihe20®1, we recognized $2.7 million of
such gains. No additional proceeds were receiv@®@® and, accordingly, no gains were recognize2DiP.

INTEREST INCOME FROM RELATED PARTIES

For the year ended December 31, 2002, we gendragrdst income from overnight reverse repurchgseeaments with a related party of
$2.9 million as compared to interest income of $&ilfion for the year ended December 31, 2001. fduiction in interest income was
principally as a result of a reduction in weightaedrage interest rates on overnight reverse repsechgreements from 3.9% in 2001 to 1.7%
in 2002.

REVENUES - COMPARISON OF THE YEARS ENDED DECEMBER 31, 2001 AND 2000
TRANSACTION REVENUES WITH RELATED PARTIES

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 milliontfoe year ended December 31, 2000. The growth sethevenues was attributable to the roll
out of electronic marketplaces and an increaseamtumber of clients electronically trading througit eSpeed(R) system.

As a result of the September 11 Events, the UrStates government bond markets were closed oni8bptel 1th and September 12th. By
the time the United States government bond marketsened on September 13th, we had re-establidbbdl 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 tratisa revenues from fully electronic transactiossagpercent of total transaction revenues
remained almost unchanged when comparing the thoeghs after September 11th (77%) to the nine nsoatided September 30, 2001
(75%).

SOFTWARE SOLUTIONS FEES FROM RELATED PARTIES

Software Solutions fees from related parties ferybar ended December 31, 2001 were $16.3 milboroenpared to Software Solutions fees
from related parties for the year ended DecembgeR@Q00 of $12.3 million, an increase of 33%. Sofevaolutions fees from related parties
increased primarily as a result of an increaseippert provided to Cantor as well as support preditb TradeSpark and Freedom prior to the
September 11 Events.

SOFTWARE SOLUTIONS FEES FROM UNRELATED PARTIES

Software Solutions fees from unrelated partiegHeryear ended December 31, 2001 were $2.0 méliocompared with $0.1 million for the
year ended December 31, 2000. This increase rdduttm the addition of new clients and a full yeérevenue for clients added during 2C

GAIN ON REPLACEMENT OF ASSETS
For the year ended December 31, 2001, we recogfzgdmillion of such gains. See further discussiothe 2002 to 2001 comparison.
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 oB%4&illion for the year ended December 31, 2000. fEuiction in interest income was
principally a result
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of a reduction in weighted average interest ratesw@rnight reverse repurchase agreements from 1300 to 3.9% in 2001, offset in part
by interest on the proceeds of our follow-on publfiering in March 2001.

EXPENSES
Ye ar Ended Percentage Year Ended Percentage Year Ended Percentage
D ecember of Total December of Total Dec ember  of Total
3 1,2002 Expenses 31,2001 Expenses 31, 2000 Expenses
(in thousands) (in thousands) (int housands)
Compensation and employee benefits............. $36,499 37.7%  $53,437 374%  $ 53,963 36.1%
Occupancy and equipment........... . 24,863 25.7 29,549 20.7 21,561 14.4
Professional and consulting fees.......... . 5,658 5.9 10,568 7.4 13,036 8.7
Communications and client networks............. 6,336 6.6 8,109 5.7 4,589 3.1
Marketing.........cooveeeeeieiniieeenen. 4,778 4.9 4,356 3.1 8,285 5.5
Administrative fees paid to related parties.... 9,134 9.4 9,798 6.9 6,524 4.4
Non-cash business partner securities........... 2,059 2.1 1,223 0.9 32,041 21.4
Loss on unconsolidated investments.... 950 0.9 3,834 2.7 0 0.0
Provision for September 11 Events.............. (1,201) (1.2 13,323 9.3 0 0.0
(@] (=Y SRR 7,717 8.0 8,569 5.9 9,684 6.4
Total EXPenses........ccocvevveeveennnnnn $96,793 100.0% $142,766 100.0% $1 49,683 100.0%

EXPENSES - COMPARISON OF THE YEARS ENDED DECEMBER 31, 2002 AND 2001
COMPENSATION AND EMPLOYEE BENEFITS

At December 31, 2002, we had 319 employees, whahawslight increase from the 312 employees wahBecember 31, 2001. However,
prior to the September 11 Events, we had 492 empkyFor the year ended December 31, 2002, ourazsapon costs were $36.5 million
as compared to compensation costs of $53.4 miltiothe year ended December 31, 2001. This deciaagempensation costs and in the
number of employees was principally due to the &aper 11 Events.

Substantially all of our employees are full-timepayees located predominately in the New York m@aifitan area and London.
Compensation costs include salaries, bonuses, Iptgxes and costs of employer-provided benefitofar employees. We expect that our
future compensation costs will increase dependimpart, upon a variety of factors, including onciemental revenue growth.

OCCUPANCY AND EQUIPMENT

Occupancy and equipment costs were $24.9 milliotHe year ended December 31, 2002, a decrea$®oh$ compared to occupancy and
equipment costs of $29.5 million for the year enBedember 31, 2001. The decrease was primarilyechon our reduced need for office
space as a result of the September 11 Events.

Occupancy expenditures primarily consist of the eerd facilities costs of our offices in the NewrkKanetropolitan area and our offices in
London and Tokyo. We moved into our temporary caapmheadquarters in New York City during the selcguarter of 2002. The lease for
our temporary headquarters will expire in Febri2094, and at this time management is evaluatingwsitocation alternatives. We
anticipate that our occupancy costs will remainssatitially unchanged in 2003. Although we alsoéhadithat equipment costs will increas
the future as we replace lost equipment, we amtieithat such equipment costs will remain belove¢hacurred prior to the September 11
Events. We expect a portion of our capital expemdsd to be covered by insurance proceeds fromrmpepty and casualty insurance
coverage.

PROFESSIONAL AND CONSULTING FEES

Professional and consulting fees were $5.7 millmrthe year ended December 31, 2002 as compangawfessional and consulting fees of
$10.6 million for the year ended December 31, 2@0decrease of 46%, primarily related to a decrgmsentract personnel costs. We expect
that professional and consulting fees will remdia kevel consistent with the current full year amb

The costs of professionals and consultants utilteeémporarily replace employees lost as a redulie September 11 Events are included in
Provision for September 11 Events and, as a rafulpot affect this expense caption.
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COMMUNICATIONS AND CLIENT NETWORKS

Communications costs were $6.3 million for the yeradled December 31, 2002 as compared to $8.1 mithiothe year ended December 31,
2001, a 22% decrease. The decrease was princthadlyo decreased data and telephone costs subségjtien September 11 Events.
Communication costs include the costs of localaitte area network infrastructure, the cost of dighimg the client network linking clients
to us, data and telephone lines, data and telephsage, and other related costs. We anticipateneiifpees for communications and client
networks will increase in the near future as wetiooe to connect additional customers to our networ

MARKETING

We incurred marketing expenses of $4.8 milliontfer year ended December 31, 2002 as compared teetimar expenses during the year
ended December 31, 2001 of $4.4 million, an in@ed9%, resulting from the development of a 2002egtising campaign. We expect our
future marketing expenses to decrease as we ragecgling related to our advertising campaign.

ADMINISTRATIVE FEES PAID TO RELATED PARTIES

Under an Administrative Services Agreement, Captovides various administrative services to uduidiog 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 $9.1 million for tharyended December 31, 2002, a 7% decrease ov@9Benillion of such fees for the year
ended December 31, 2001. Overall, administraties feecreased in the months following the Septembé&vents as compared to the months
prior to the September 11 Events. We expect tleatetbel of future administrative fees paid to rethparties may increase in 2003.

Administrative fees paid to related parties areethelent upon both the costs incurred by Cantor laagartion of Cantor's administrative
services that are utilized by us.

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. Generally, this expense is amortizeat the term of the related agreement. Mash business partner securities charges wer:
million for the year ended December 31, 2002, anciase of 75% as compared to non-cash businesepaecurities charges of $1.2 million
for the year ended December 31, 2001. This increzmdted from a full year of amortization on wautsathat were issued under agreements
with two business partners during 2001. Amortizatm warrants issued under an agreement execute@wiusiness partner in August of
2002 further contributed to this increase. We beliperiod to period comparisons are not meaniraguhese transactions do not recur on a
regular basis. Note 7 of our consolidated finansiatements in this Report on Form 10-K contaimhér details regarding the issuance by us
of non-cash business partner securities.

LOSS ON UNCONSOLIDATED INVESTMENTS

As discussed in Note 7 of our consolidated findrst@tements, we wrote down our investment in Tspdek by $950,000 to its net realizable
value in the fourth quarter of 2002 based on tlealte of an annual assessment required under GAAP.

PROVISION FOR SEPTEMBER 11 EVENTS

As described in Note 2 of our consolidated finahsiatements, we recorded an expense of $13.3milt the year ended December 31, 2
to reflect our estimate of the costs incurred grested to be incurred and assets impaired as & désult of the September 11 Events. For the
year ended December 31, 2002, the remaining acalaéd to the September 11 Events of $1,200,57reversec

OTHER

Other expenses consist primarily of recruitmensfégavel, promotional and entertainment expeneguFor the year ended December 31,
2002, other expenses were $7.7 million, a decrefi$8% as compared to other expenses of $8.6 mifbio the year ended December 31,
2001. The decrease resulted primarily from the ekes in recruitment fees. We anticipate that ekpenses will increase in the future,
primarily due to an increase in business relatedriemce expenses.
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PROVISION FOR INCOME TAXES

Income taxes through 2002 have been minimal ddeetdenefit of the NOL carry forward. We expect tbmaining NOL carry forward will
be fully utilized during 2003 and subsequent td,the will begin to record income tax provisionsaatanticipated effective tax rate of less
than 40%.

EXPENSES - COMPARISON OF THE YEARS ENDED DECEMBER 31, 2001 AND 2000
COMPENSATION AND EMPLOYEE BENEFITS

At December 31, 2001, we had 312 professionals.ddiately prior to the September 11 Events, we l@dptofessionals, as compared to
493 at December 31, 2000. For the year ended Deme®ih 2001, our compensation costs were $53.4omidls compared to compensation
costs of $54.0 million for the year ended Decen8dgr2000. Our quarterly compensation costs afeStptember 11 Events reflected a 50%
reduction as compared to the three months endei8bpr 30, 2001.

OCCUPANCY AND EQUIPMENT

Occupancy and equipment costs were $29.5 milliotHfe year ended December 31, 2001, an increa3&%fas compared to occupancy and
equipment costs of $21.6 million for the year enBedember 31, 2000. The net increase in occupamtequipment costs was due to the
expansion of space needed to accommodate our@uhiditperations and an increase in the numberrabeations, including our new
concurrent computing center in New Jersey, offsgtart by reduced rent expense following the destm of One World Trade Center.

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@0fecrease of 18%, primarily related to a decrgasentract personnel costs prior to
September 11th.

COMMUNICATIONS AND CLIENT NETWORKS

Communications costs were $8.1 million for the yeaded December 31, 2001 as compared to $4.6 mithiothe year ended December 31,
2000, a 76% increase. Communication costs inclodeosts 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 relastsl @ he increase in costs was attributable
to the expansion of our globally managed digitaivoek.

MARKETING

We incurred marketing expenses of $4.3 milliontfer year ended December 31, 2001, a 48% decreasenpared to marketing expenses of
$8.3 million for the year ended December 31, 208&xketing expenses were higher in 2000 due torttpamentation of our marketing
program in that year. In addition, marketing expamds sharply declined in the quarter following tBeptember 11 Events.

ADMINISTRATIVE FEES PAID TO RELATED PARTIES

Administrative fees paid to related parties areethefent upon both the costs incurred by Cantortlagortion of Cantor's administrative
services which is utilized by us.

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 waraat€onvertible preferred stock. These securitiesat require cash outlays and do not
represent a use of our assets. The expense rédafeese issuances is based on the value of theitses being issued and the structure of the
transaction. We believe period to period compassame not meaningful as these transactions doeat 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.
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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 millietated to such write-offs.

PROVISION FOR SEPTEMBER 11 EVENTS

As described in Note 2 of our consolidated finahsiatements, we recorded an expense of $13.3milti the year ended December 31, 2
to reflect our estimate of the costs incurred dsect result of the September 11 Events. Of thwests, $6.2 million represented write-offs of
software development costs and goodwill and, ak,stlid not require cash outlays.

OTHER

Other expenses consist primarily of recruitmensféavel, promotional and entertainment expenegufFor the year ended December 31,
2001, other expenses were $8.6 million, a decrefi$&% as compared to other expenses of $9.7 milbo the year ended December 31,
2000. The decrease resulted primarily from theebess in recruitment fees.

QUARTERLY RESULTS OF OPERATIONS

The following table sets forth, by quarter, statatraf operations data for the period from Januarg0D1 to December 31, 2002. Results of
any period are not necessarily indicative of resfdt a full year.

2002 Quarter Ended

Ma rch 31 June 30 September 30 December 31

Total revenues...........ccoveeveeeeeeenns $30 ,033,175 $43,449,094 $32,978,651 $32,777,091
Total eXPenses........coceveeeerernenns 24 ,063,057 23,643,686 25,190,762 23,895,587
Income before provision for

iNCOMe taxes.........covevvevennenne. 5 ,970,118 19,805,408 7,787,889 8,881,504
Income tax provision............ccccee.... 114,000 114,000 122,065 128,502
Net inCome........cocveeveviriecrrcnnene. $5 ,856,118 $19,691,408 $7,665,824 $8,753,002
Fully diluted net income per share......... $0.10 $0.35 $0.14 $0.15

2001 Quarter Ended

Ma rch 31 June 30 September 30 December 31

Total revenues...... . $31 ,887,574 $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 taXesS.......cvvvvvvvrvenrnnnnnns 2 ,192,464) (813,204) (22,721,395) 7,931,111
Income tax provision............ccccee... 99,999 158,001 129,000 144,000
Net income (10SS).....ccccoveeveeinnns $(2 ,292,463) $(971,205)  $(22,850,395) $7,787,111
Fully diluted net income (loss) per share.. $(0.04) $(0.02) $(0.42) $0.14
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SEASONALITY

The financial markets in which we operate are galheaffected by seasonality. Traditionally, thedncial markets around the world
experience lower volume during the summer andettid of the year due to a general slowdown ifbtisiness environment and, therefore,
transaction volume levels may decrease during theseds. During the fourth quarter of 2002, timiig of the holidays contributed to a
slowdown in transaction volume. However, the apttéd year-end slowdown did not occur as draméticaP001 because of the volatility
in the global markets.

LIQUIDITY AND CAPITAL RESOURCES

At December 31, 2002, we had cash and cash eqotsadé $188.0 million. We generated cash in 200868f.6 million from our operating
activities, consisting almost entirely of net ina@after non-cash items of $60.0 million. We alseduset cash for investing activities in 2002
of $33.7 million resulting from purchases of fixasksets, capitalization of software developmentscast patent defense costs.

As of December 31, 2002, we had repurchased 24j68@s of our Class A common stock for a total2#1$892 under the repurchase plan
authorized by our board of directors. Our boarddwahorized the repurchase of up to $40 millioowf outstanding Class A common stock.
During the first quarter of 2003, we purchased ddliteonal 161,799 shares for a total purchase wfc®l,872,112, bringing the total number
of treasury shares owned to 186,399 at a book \afl$2,094,004. We anticipate making additionatkteepurchases in 2003.

Our operating cash flows consist of transactiorenexes from related parties and Software Solutieas from 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 aatiles transactions and, as such, collects arglthayfunds necessary to clear transactions
with the counterparty. In doing so, Cantor receimesportion of the transaction fee and, in accocgawith the Amended and Restated Joint
Services Agreement, remits the amount owed toruaddlition, we have entered into similar servigggaments with TradeSpark, Freedom,
MPLLC and CO2e. Under the Administrative Servicegeement, the Amended and Restated Joint Servigeefent and the services
agreements with TradeSpark, Freedom, MPLLC and Glbgeet receivable or payable is settled at thereiion of the parties.

We anticipate that we will experience an increaseur capital expenditures and lease commitmentsist@nt with our anticipated growth in
operations, infrastructure, personnel, and oucgaied move into a new headquarters. We curramtigipate that we will continue to
experience growth in our operating expenses fofdteseeable future and that our operating expenilese a material use of our cash
resources. Our property and casualty insurancerageanay mitigate our capital expenditures forrtear term.

Under the current operating structure, our cashdlfrom operations and our other cash resourcadaibe sufficient to fund our current
working capital and current capital expenditureuisements for at least the next 12 months. We dauawently have outside bank funding.
However, we believe that there are a significamhbber of capital intensive opportunities for us taximize our growth and strategic position,
including, among other things, strategic allianaed joint ventures potentially involving all typasd combinations of equity, debt,
acquisition, recapitalization and reorganizatideralatives. We are continually considering sucliomgtand their effect on our liquidity and
capital resources.

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

At December 31, 2002, we had invested $186.7 millibour cash in securities purchased under revemechase agreements which are
collateralized by U.S. Government securities held tustodial account at JP Morgan Chase. Thesesevepurchase agreements have an
overnight maturity and, as such, are highly liqWée generally do not use derivative financial instents, derivative commaodity instruments
or other market risk sensitive instruments, posgior transactions. Accordingly, we believe thatare not subject to any material risks
arising from changes in interest rates, foreigmengy exchange rates, commodity prices, equityeprar other market changes that affect
market risk sensitive instruments. Our policy isneest our cash in a manner that provides us thghappropriate level of liquidity.
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
and Stockholders of eSpeed, Inc.:

We have audited the accompanying consolidatednséatts of financial condition of eSpeed, Inc. andssdiaries (the "Company") as of
December 31, 2002 and 2001, and the related staterofoperations, cash flows and stockholderstgéar the three years in the period
ended December 31, 2002. These consolidated fialesteitements are the responsibility of the Comjsamanagement. Our responsibility is
to express an opinion on these consolidated fimhstatements based on our audits.

We conducted our audits in accordance with auditagdards generally accepted in the United StdtAmerica. 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 then6iig statements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audits providesgonable basis for our opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, tinaricial position of the Company at
December 31, 2002 and 2001, and the results afaperations and their cash flows for the threey@athe period ended December 31,
2002, in conformity with accounting principles geally accepted in the United States of America.

/sl Deloitte & Touche LLP

March 26, 2003
New Yor k, New Yor k
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CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION
AS OF DECEMBER 31, 2002 AND 2001

ASSETS

Reverse repurchase agreements with related parties.

Total cash and cash equivalents.................
Fixed assets, net
Investments............

Intangible assets, Net...........ccoecvvevvierenne
Receivable from related parties....................
Other assets.........cocevvereeiiieiniieen s

Total ASSetS.....ccvvveiieeeriiiienniis

LIABILITIES AND STOCKHOLDERS' EQUIT
Liabilities:
Payable to related parties............cccccoueeenne
Accounts payable and accrued liabilities

Total Liabilities............cccccveeenn

Stockholders' Equity:
Preferred stock, par value $0.01 per share; 50,000,
authorized, 8,000,750 shares issued and outstanding

Class A common stock, par value $.01 per share; 200
authorized; 29,783,682 and 26,590,668 shares issued
Class B common stock, par value $.01 per share; 100
authorized; 25,388,814 and 28,354,737 shares issued
Additional paid-in capital..............cccceene

Unamortized expense of business partner securities.
Treasury stock, 24,600 shares of Class A common sto
Accumulated deficit

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

Total liabilities and stockholders' equity

ESPEED, INC. AND SUBSIDIARIES

,000,000 sh

and outstanding..

See notes to the consolidated financial statements

DECEMBER 31,
2002

$ 1,313,190
186,685,709
187,998,899
26,383,590
11,174,718
19,527,505

5,266,445
2,359,718

$ 18,857,071
15,398,757

80,008

297,837
ares

268,900,204

(1,495,500)
(221,892)

(49,359,498)

253,888
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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
7,641,441
3,207,832

$ 210,740,504

$ 14,463,604
23,095,092

80,008

265,906

283,547
266,791,989
(2,691,900)
(221,892)
(91,325,850)

$210,740,504




ESPEED, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
FOR THE YEARS ENDED DECEMBER 31, 2002, 2001 AND 20D

Revenues:
Transaction revenues with related parties
Fully electronic transactions ..............

For the year ended For the year
December 31, 2002 December 31

$ 88,039,301 $ 75,

ended For the year ended
, 2001 December 31, 2000

429,874 $ 52,692,703

Voice-assisted brokerage transactions ...... 17,551,873 22, 553,037 15,144,343

Screen-assisted open outcry transactions ... 190,321 385,115 2,450,333

Total transaction revenues with related parti €S cevennnns 105,781,495 98, 368,026 70,287,379
Software Solutions fees from related parties.. 13,206,987 16, 283,305 12,333,222
Software Solutions and licensing fees from unre lated parties.. 4,512,063 1, 961,589 65,625
Business interruption insurance proceeds from p arent ......... 12,832,886 -- --
Gain on replacement of fixed assets ........... - 2, 680,000 -
Interest income from related patrties .......... 2,904,580 5, 675,894 8,340,815

Total revenues .......cccoccevvvceeee e, 139,238,011 124, 968,814 91,027,041
Expenses:
Compensation and employee benefits ............ 36,498,880 53, 437,250 53,963,239
Occupancy and equipment ............. 24,862,758 29, 549,068 21,560,535
Professional and consulting fees .... 5,657,752 10, 568,007 13,036,494
Communications and client networks ............ 6,335,606 8, 108,618 4,588,626
Marketing .......cccoeevvniiniiiiiei 4,778,092 4, 355,661 8,285,385
Administrative fees paid to related parties ... 9,134,016 9, 797,996 6,524,341
Non-cash business partner securities 2,059,099 1, 222,631 32,040,505
Loss on unconsolidated investments . 950,000 3, 833,679 -
Provision for September 11 Events (1,200,507) 13, 323,189 -
Other 7,717,396 8, 568,667 9,683,776
Total eXPENSES ..vvvvvvieeviiiiieeeeee e 96,793,092 142, 764,766 149,682,901

Income (loss) before provision for income taxes ...

Provision for income taxes ...........ccccceeeuee.

Net income (I0SS) ...cccovvevveenieeiiiiiiiene

Per share data:

............... $ 42,444,919 $ @17,

............... 478,567

............... $ 41,966,352 $ (18,

326,952)$  (59,061,985)

Basic net income (loss) per share ........ . $ 0.76 $ 034) % (1.15)
Fully diluted net income (loss) per share L $ 0.74 $ 034) % (1.15)
Basic weighted average shares of common st ock

outstanding .....cccovvvevveciee 54,991,400 54, 296,811 51,482,505
Fully diluted weighted average shares of ¢ ommon stock

outstanding .....cocooveevvciieee 56,784,436 54, 296,811 51,482,505

See notes to the consolidated financial statements
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ESPEED, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2002, 2001 AND 20D

For the year ended For the ye ar ended For the year ended
December 31, 2002 December 3 1,2001 December 31, 2000
Cash flows from operating activities:
Netincome (I0SS).....ccoovvcvmvcvivsiicecees $ 41,966,352 $ (18 ,326,952) $  (59,061,985)

Adjustments to reconcile net income to net cash pro vided by
operating activities:

Depreciation and amortization ................. 16,012,981 5 ,975,471 6,098,754

Issuance of non-cash business partner securities 2,059,099 1 ,222,631 32,040,505
Equity in net losses of certain unconsolidated i 189,568 147,838 --
Loss on unconsolidated investments .............. s 950,000 3 ,833,679 --
Non-cash issuance of securities under employee b enefit plans ....... 52,210 440,679 --
Gain on replacement of fixed assets ............ -- 2 ,680,000) --
Provision for September 11 Events, net ......... (1,200,507) 13 ,323,189 --
(Increase) decrease in operating assets:
Other assets .......cccoevvevereennns 266,686 475,675 (3,672,012)
Receivable from related parties, net ..... 2,374,996 5 ,729,738) 42,433,200
Increase (decrease) in operating liabilities:
Payable to related parties, net . 4,393,467 1 ,181,653 (37,806,881)
Accounts payable and accrued Ilabllmes (6,495,828) 3 ,762,327 9,422,915

Net cash provided by (used in) operating activit 3 ,626,452 (10,545,504)
Cash flows from investing activities:
Purchases of fixed assets ...........cccccoeevenne (11,216,785) 12 ,901,831) (11,043,479)
Capitalization of software development costs ...... (8,705,840) 7 ,358,226) (9,026,568)
Purchase of patents ..........cccccoevevvinennn. - 2 ,650,000) -
Capitalization of patent defense costs . . . (13,741,691) 6 ,283,142) -
Insurance claim proceeds resulting from estructlon of fixed assets ... - 20 ,476,420

Purchases of investments .............ccccccoevens ,909,786) (5,833,679)

Cash payment for TreasuryConnect LLC .............. (170,781)

Net cash used in investing activities ........ L (33,664,316) (11 ,797,346) (25,903,726)
Cash flows from financing activities:
Proceeds from issuances of securities ............. , 750,000 50,000,000
Purchase of issued securities from a related party -- (25,000,000)
Treasury stock repurchase ..........c.cccoveueene (221,892) --
Proceeds from issuance of securities under the ESPP 589,120 371,448
Proceeds from exercises of options ................ 414,298

Payments for issuance related expenses ,625,736) (1,604,028)

Net cash provided by financing activities ......

See notes to the consolidated financial statements
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ESPEED, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2002, 2001 AND 20D

For the year ended For the yea rended For the year ended
December 31, 2002 December 3 1,2001 December 31, 2000
Net increase (decrease) in cash and cash equivalent St 28,100,291 37 ,734,896 (12,681,810)
Cash and cash equivalents, beginning of period..... ... 159,898,608 122 ,163,712 134,845,522
Cash and cash equivalents, end of period.......... . $ 187,998,899 $ 159 ,898,608 $ 122,163,712
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 asset.. $ 500,000
Issuance of warrants in exchange for intangible ass [ P $ 197,000
Cancellation of subscription receivable............ . $ 1 ,250,000
Acquisition of TreasuryConnect:
FiXed @SSetS.....covveieieccieciieeeeeeeee e $ 1 ,000,000
GOOAWIll.cooiiiiiiiiieiecvec e e, 3 ,184,773
Total fair value of assets.......ccocvvvueeeeee. . 4 ,184,773
Less issuance of Class A common stock.......... . L 4 ,013,992)

Cash paid.....cccoovvvviiiiiiiiiiieees $ 170,781

See notes to the consolidated financial statements
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CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2002, 2001 AND 20D

Balance, December 31, 1999 .......cccccceeeeeennn.
Conversions of Class B common stock to Class A
common stock (5,129,520 shares)..............c.....
Issuance of Preferred Stock (8,000,000 shares).....
Issuance of Class A common stock (56,748 shares)...
Purchase of Class A common stock from related
party (789,071 shares) .......c.ccccevvervnncns

Sale of Class A common stock (Issuance and sale of
789,071 new shares and sale of 789,071 shares
from treasury stock)

Issuance of warrants...
Costs of issuance of securities
Issuance of Class A common stock under the
ESPP (16,863 shares)....
Net loss

Balance, December 31, 2000............cccccoeruenne

Conversions of Class B common stock to Class A
common stock (7,165,743 shares)....................
Secondary public offering of Class A common stock
(2,500,000 Shares).........ccceevueeeiivennieennns

Issuance of Class A common stock (534,046 shares)..

Issuance of warrants............c.cccceeeeneunnn.

Issuance of preferred stock (750 shares)...........
Amortization of and charges for warrants...........
Issuance of Class A Common Stock for Deferral Plan
match (14,050 shares).........ccccecuveviiennenne

Issuance of Class A common stock under the
ESPP (44,168 shares)..........ccccccevevueeenenen.

Issuance of Class A common stock from

exercises of options (18,833 shares)...............
Cancellation of subscription receivable

(28,374 Shares).......ccccovveveiieceeniieiinene

Treasury stock repurchase (24,600 shares), at cost.
Costs of issuance of securities....................

NEt LOSS.....eviiiiiiiieiiicciicsiiesee s

Balance, December 31, 2001............cccccvernenne

Balance, December 31, 1999...........ccccocvennenne
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)...
Purchase of Class A common stock from related
party (789,071 shares) ........cccccevveeeerinenne

Sale of Class A common stock (Issuance and sale of
789,071 new shares and sale of 789,071 shares from
treasury stock) e

Issuance of warrants...
Costs of issuance of securities
Issuance of Class A common stock under the
ESPP (16,863 shares)
Net loss

Balance, December 31, 2000............cccccvernenne

Conversions of Class B common stock to Class A
common stock (7,165,743 shares)
Secondary public offering of Class A common stock
(2,500,000 Shares).........cccververvenivennanns

Issuance of Class A common stock (534,046 shares)..

Issuance of warrants..............cccoeeiennnnn,

Issuance of preferred stock (750 shares)...........
Amortization of and charges for warrants...........
Issuance of Class A Common Stock for Deferral Plan
match (14,050 shares).........c.cccoevevvirvennns

Issuance of Class A common stock under the
ESPP (44,168 shares)..........cccccccevvveivernens

Issuance of Class A common stock from

exercises of options (18,833 shares)...............
Cancellation of subscription receivable

(28,374 Shares)......ccccceevveeieeeniicneens

Treasury stock repurchase (24,600 shares), at cost.
Costs of issuance of securities....................

ESPEED, INC. AND SUBSIDIARIES

Common
Preferred Stock Class Common Stock
Stock A Class B
$ - $103,500 $406,500
51,295 (51,295)
80,000
567
7,891
169

$80,000 $163,422  $355,205

71,658  (71,658)

25,000
5,340

140
442
188

(284)

$80,008 $265,906  $283,547

Unamortized

expense of

business

partner Accumula
securities Treasury Stock  Defici

$ - $ - $(12,586

(1,350

(25,000,000)

25,000,000

(59,061

- $(72,998

(3,589,000)

897,100

(221,892)

Additional
Paid-in  Subscription
Capital receivable

$147,588,726 $ ---

2,155,200
2,599,433  (1,250,000)

24,992,109
29,805,305
(1,604,028)

371,279

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

47,725,000
11,696,604
3,786,000
110,917
214,606
223,502
588,678
414,110
(1,249,716) 1,250,000
(2,625,736)

$266,791,989 $ -

Total
ted Stockholders'
t Equity

,913)  $135,511,813
2,235,200
(25,000,000)

50,000,000
29,805,305
(1,604,028)

371,448
,985)  (59,061,985)

,898)  $132,257,753

47,750,000
11,701,944
197,000
110,925
1,111,706

223,642
589,120
414,298

(221,892)
(2,625,736)



NEELOSS..ovvvveeooeeeveeeeeseeeeeeesseeneees (18,326 ,952)  (18,326,952)

Balance, December 31, 2001...........c.ccoccevnnne $(2,691,900) $(221,892) $(91,325 ,850) $173,181,808

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, 2002, 2001 AND 20D

Common Addit
Preferred Stock Class Common Stock  Paid
Stock A Class B Cap

Conversions of Class B common stock to Class A
common stock (2,965,900 shares).................... . 29,659 (29,659)
8

ional
-in Subscription
ital receivable

Amortization of and charges for warrants........... 62,694
Issuance of Class A common stock from
exercises of options (221,277, net of retirement
of 2,733 shares).......cccceevveeeiiieeciinnens . 2,214 1,1 93,369
Issuance of Class A common stock for Deferral Plan
match (5,814 shares) 58 52,152
Net INCOME.....ccovvvieciiieeiiie e
Balance, December 31, 2002............cccceennee. . $80,008 $297,837 $253,888 $268,9 00,204 % -
Unamortized
expense of
business Total
partner Accumulat ed Stockholders'
securities Treasury Stock  Deficit Equity
Conversions of Class B common stock to Class A
common stock (2,965,900 shares)........cccceeveeee. L -
Amortization of and charges for warrants........... ... 1,196,400 2,059,094
Issuance of Class A common stock from exercises of
options (221,277, net of retirement of 2,733 shares ) 1,195,583

Issuance of Class A common stock for Deferral Plan
match (5,814 shares)......ccccecveevvvveevvcceeenee
Net INCOME.....covveiiiiiiiee e 41,966,

Balance, December 31, 2002.......ccoooevveeeeveeeee i, $(1,495,500) $(221,892) $(49,359,

See notes to consolidated financial statements
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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 okttogr with its wholly owned subsidiaries, the Comgaorimarily engages in the
business of operating interactive vertical eledtranarketplaces designed to enable market partitsp@ trade financial and non-financial
products more efficiently and at a lower cost ttraditional trading environments permit. All signdént intercompany balances and
transactions have been eliminated in consolidation.

The Company is a majority-owned subsidiary of CaRitzgerald Securities (CFS), which in turn isSa3%6 owned subsidiary of Cantor
Fitzgerald, L.P. (CFLP or, together with its sulisiges, Cantor). eSpeed commenced operations onlM4), 1999 as a division of CFS.
eSpeed is a Delaware corporation that was incorpoi@n June 3, 1999. In December 1999, the Compamypleted its initial public offering.

USE OF ESTIMATES: The preparation of the consoddinancial statements in conformity with gengraltcepted accounting principles
(GAAP) requires management to make estimates adrgstions that affect the reported amounts of siseta and liabilities, revenues and
expenses, and the disclosure of contingent assdttadilities in the consolidated financial statms. Management believes that the estin
utilized in preparing the consolidated financiatsiments are reasonable and prudent. Estimatéiseibyhature, are based on judgment and
available information. As such, actual results dadiffer from the estimates included in these ctidated financial statements.

TRANSACTION REVENUES: Securities transactions amel telated transaction revenues are recorded raal@ date basis.

SOFTWARE SOLUTIONS FEES: Pursuant to various sewiagreements, the Company recognizes fees fratedgbarties in amounts
generally equal to its actual direct and indiresgts, including overhead, of providing such serwigethe time when such services are
performed. For specific technology support functitimat are both utilized by the Company and praVigerelated parties, the Company
allocates the actual costs of providing such sugdpactions based on the relative usage of sucha@tigervices by each party. In addition,
certain clients of the Company provide online asdegheir customers through use of the Compamgtdrenic trading platform. The
Company receives up-front and/or periodic fees ftomelated parties for the use of its platform.tsiees are deferred and recognized as
revenue ratably over the term of the licensing agrent. The Company also receives patent licenseffiea unrelated parties. Such fees are
recognized as income ratably over the license gerio

CASH AND CASH EQUIVALENTS: The Company considerktaghly liquid investments with original maturitjates of 90 days or less at
the date of acquisition to be cash equivalentsh@ggiivalents consist of securities purchased uagierements to resell (Reverse Repurchase
Agreements). It is the policy of the Company toadbipossession 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 computedt aammunication equipment and software, are degetiover their estimated
economic useful lives (generally three to seveng)aasing the straight-line method. Internal antkmal direct costs of application
development and of obtaining software for inteunse are capitalized and amortized over their estichaconomic useful life of three years

a straight-line basis. Leasehold improvements erertized over their estimated economic useful l\eghe remaining lease term, whichever
is shorter.

INVESTMENTS: The Company accounts for its investtaen entities at historical cost when the Compdogs not have significant
influence in the investee. Investments in which@uenpany does have significant influence are adeolfor using the equity method.

INTANGIBLE ASSETS: Intangible assets consist priityaof purchased patents. The costs incurred indibnd defending patents are
capitalized when management believes such costs seenhance the value of the patent. Capitalizsts related to issued patents are
amortized over a period not to exceed 17 yearserdmaining life of the patent, whichever is sbqntising the straight-line method.

STOCK BASED COMPENSATION: Awards to employees ofiops to purchase the common stock of the Compemaecounted for under
Accounting Principles Board Opinion No. 25, "Accting for Stock Issued to Employees”, and relatéerpretations. No expense is
recognized for awards under non-compensatory p@psgons and
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ESPEED, INC AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

warrants granted to non-employees are accountaschfter the Financial Accounting Standards Boart#igeShent of Financial Accounting
Standards (SFAS) No. 123, "Accounting for Stockd&h€ompensation”, where the options or warrantstgobare recognized based on the
fair value of the options or warrants at the tini¢he grant.

NEW ACCOUNTING PRONOUNCEMENTS: In July 2002, then&ncial Accounting Standards Board (the FASB) idsbatement c
Financial Accounting Standards (SFAS) No. 146, '&uting for Costs Associated with Exit or DispoAativities," (SFAS 146) which
supersedes prior accounting guidance, Emergingé$ssask Force Issue No. 94-3, "Liability Recogmitior Certain Employee Termination
Benefits and Other Costs to Exit and Activity (inding Certain Costs Incurred in a Restructurin§FAS 146 prescribes new guidelines for
recognition of costs associated with exit or digp@stivities. The provisions of SFAS 146 are difecfor disposal activities initiated after
December 31, 2002.

In January 2003, the FASB issued FASB Interpretaiio. 46 (FIN 46) "Consolidation of Variable Intsténtities - an interpretation of
Accounts Research Bulletin (ARB) No. 51." FIN 4@yides guidance on the consolidation of entitiewlnich equity investors do not have
the characteristics of a controlling financial netgt or do not have sufficient equity at risk foe entity to finance its activities without
additional subordinated financial support from otparties. FIN 46 is effective immediately for ¢iets created after January 31, 2003. The
provisions of FIN 46 should be applied to entittesated before February 1, 2003 no later than élg@nhing of the first interim or annual
reporting period beginning after June 15, 2003. Thepany will adopt FIN 46 as required in 2003 andurrently evaluating its impact on
its consolidated financial statements.

On December 31, 2002, the FASB issued SFAS No."B&#ounting for Stock Based Compensation - Tramsiand Disclosure" (SFAS
148). SFAS 148 permits three alternative methodsaoition for a voluntary change to the fair wahased method of accounting for
employee based stock compensation. SFAS No. 148oes to permit prospective application for conmiparthat adopt it prior to the
beginning of fiscal year 2004. SFAS 148 also alléevsa modified prospective application, which riga the fair value of all unvested
awards to be amortized over the remaining servcimg, as well as restatement of prior year's egpefihe transition guidance and annual
disclosure provisions of SFAS 148 are effectivefitral years ending after December 15, 2002, wdthier application permitted in certain
circumstances. Management does not currently patieichanging its method of accounting for stoakmensation and, accordingly, SFAS
148 is not expected to have any effect on the Coyipdinancial statements.

RECLASSIFICATIONS: Certain reclassifications haveeh made 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 dexiragd, 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 sung\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.

As a result of the September 11 Events, fixed asgith a book value of $17,796,420 were destroyée. Company has recovered these
losses through its $40,000,000 of property insugaroverage and, as such, has not recorded a setlated to the destruction of its fixed
assets.

In addition, the Company is in the process of reipipassets that were destroyed in connection th@lSeptember 11 Events. The Company's
property insurance covers full replacement coshefassets actually replaced. To the extent tleatdlst of assets replaced exceeds the
carrying value of the assets destroyed, the Compayd record a gain on replacement of assetstiegudtom potential additional recoveri
under the Company's property and casualty coversgef December 31, 2002, the Company had recov&26d176,420 of proceeds, which
resulted in a gain on replacement of fixed asse$2 %80,000 at December 31, 2001. However, the 2oy cannot
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ESPEED, INC AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

currently estimate the amount or timing of any &ddal recoveries under its insurance coverage aaadrdingly, no gains on replacement of
fixed assets have been recorded during the ye@debdcember 31, 2002.

In 2001, the Company recognized a net provisiodl®,323,189 for non-property damage related tGe@ember 11 Events. At December
31, 2001, the accrual balance for the Septembé&vehts was $7,362,672 and, at December 31, 2002;avision remains as the remaining
accrual related to the September 11 Events of $1520 was reversed.

The following table summarizes the September 1¥igian activity for the year ended December 31,200

Accrual for Accrual utilized Accrua | reversed
September 1 1 Events during the period during the period
as of Dece mber 31, ended December 31, ended D ecember 31,
200 1 2002 2002
Professional and consulting fees..... $ 53 5,023 $ 535,023 $ -
Recruitment.........ccccccvveeennn. 2,96 1,563 2,195,005 766,558
Restructuring...........cceeeeeenee 2,31 5,778 2,315,778 -
Other....ocoeeiiiiiiieiiees 1,55 0,308 1,116,359 433,949
Accrual for September 11 Events...... $7,36 2,672 $6,162,165 $1, 200,507

During the year ended December 31, 2002, CFLPvede$40,000,000 of insurance proceeds pursuantdiodss interruption insurance
coverage, of which $12,832,886 was allocated taChmpany. Such amount was received from CFLP acmhrezed as income as reflected
in the accompanying consolidated statement of djp@sa This allocation was based on an analysisgyesl by an independent consultant.

CFLP intends to continue to distribute 25% of itsfits, that would otherwise be distributable ®partners, for the benefit of the families of
the Company's employees who were lost on Septehihé@001. From such distributions, CFLP will praaiti0 years of healthcare benefits to
the families. These costs will be borne by CFLP aoidby the Company.

3. FIXED ASSETS

Fixed assets consist of the following: December 31, 2002 December 31, 2001

Computer and communication equipment................ ... $20,050,177 $10,021,648

Software, including software development costs..... ... 27,659,228 18,870,472

Leasehold improvements and other fixed assets...... ... 1,128,370 474,525
48,837,775 29,366,645

Less accumulated depreciation & amortization....... ... (22,454,185) (10,229,376)

Fixed assets, Net....ccccvvveevcveiicieiiceeeee $26,383,590 $19,137,269

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

WAGNER PATENT: On April 3, 2001, the Company purskd the exclusive rights to United States Patenéa®3,201 (the Wagner
Patent) dealing with the process and operatioeatmnic futures trading systems that include,dretnot limited to, energy futures, interest
rate futures, single stock futures and equity inflgxres. The Company purchased the Wagner PatantElectronic Trading Systems
Corporation (ETS) for an initial payment of $1,781) in cash and 24,334 shares of the Company's Blasmmon stock valued at
$500,000. The patent expires in 2007. Additionginpants are contingent upon the generation of pagated revenues. Accordingly, the
Company paid approximately $234,000 to ETS durrgytear ended December 31, 2002 in connectionanlibing-
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

term license agreement with InterContinentalExcleaf®ge Note 7). In order to perfect and defencCrapany's rights under the patents, the
Company has incurred substantial legal costs. Tdrapgany capitalized $13,741,691 and $6,283,142 df &gal costs for the years ended
December 31, 2002 and 2001, respectively. The icarmalue of the Wagner Patent, including capitdipatent defense costs, is presented
net of accumulated amortization in the accompangtatement of financial condition and was $18,550,8nd $8,025,491 at December 31,
2002 and 2001, respectively.

On August 6, 2002, the Company entered into acdettht Agreement (the Settlement Agreement) with,Ei&Chicago Mercantile

Exchange Inc. (CME) and the Board of Trade of titg 6f Chicago (CBOT) to resolve the litigation atd to the Wagner Patent. As part of
the Settlement Agreement, all parties will be reéshfrom the legal claims brought against eachratiitbout admitting liability on the part of
any party. Under the terms of the Settlement Age@nCME and CBOT will each pay $15 million to eBgeas a fully paid up license, for a
total of $30 million. Each $15 million payment indes $5 million, which was received in the threenthe ended September 30, 2002, and $2
million per year until 2007. Of the $30 million be received by the Company, $5,750,000 may betpdd'S in its capacity as the former
owner of the Wagner Patent, and $24,250,000 ig teebognized as revenue ratably over the remairseful life of the patent. For the year
ended December 31, 2002, $2,750,000 was paid toadedi$he Company has recorded revenue of $1,796c0atéd to the Settlement
Agreement, which is included in Software Solutiansl licensing fees from unrelated parties.

LAWRENCE PATENT: On August 7, 2001, the Companyghased the exclusive rights to United States P&ten$,915,209 (the Lawrence
Patent) covering electronic auctions of fixed ineosecurities. The patent expires in 2014. The Comparchased the Lawrence Patent for
$900,000 payable over three years, and 15,000 mtarta purchase the Company's Class A common stioak exercise price of $16.08,
which were valued at $197,000. The warrants exgirdugust 6, 2011. Additional payments are contmggon the generation of patent-
related revenues. The carrying value of the Lanegratent net of accumulated amortization was $®b7ahd $1,097,000 at December 31,
2002 and 2001, respectively.

5. INCOME TAXES

The provision for income taxes consisted of;

Year Ended De cember 31,
2002 200 1 2000
(in Thous ands)
Current:
U.S. federal ................ $ $ $ -
U.S. state and local ........ 479 5 31 406
Non-U.S. ... -
479 5 31 406
Deferred .......ccvvvveeeeeennn. - -
Provision for income taxes........ $ 479 $ 5 31 $ 406
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Differences between the Company's actual incomexaense (benefit) and the amount calculated miijithe U.S. federal statutory rate are

as follows:

Year Ended December 31,
2002 2 001 2000
(in Thou sands)
Federal income tax expense (benefit) at 35% statuto ry rate $ 14,857 $( 6,229) $ (20,529)
State taxes, net of federal benefit 1,816 (765) (2,522)
State and City capital taxes 479 531 406
Non-deductible business partner securities 150 114 782
Other non-deductible/(taxable) items (113) 564 430
Exercise of employee stock options 820) - -
Decrease in valuation allowance for deferred items currently recognized (15,890) - -
Tax benefit of net operating loss not currently rec ognized - 6,316 21,839
$ 479 $ 531 $ 406

Deferred income taxes reflect the net tax effettemporary differences between the financial répgrand tax bases of assets and liabilities
and are measured using the enacted tax rates\aadHat will be in effect when such differences expected to reverse. Significant
components of the Company's deferred tax assethadnilities at December 31, 2002 and 2001 werfobews:

Year Ended December 31,

(in Thousands)
Deferred tax assets:

Non-deductible warrant expense $ 12,096 $ 11,922
Net operating loss carryfowards 6,489 19,209
Provision for September 11 Events - 2,945
Basis difference of investments 1,192 359
Non-employee stock options 1,137 1,137
Other deferred and accrued expenses 1,317 1,613
Total deferred tax asset 22,231 37,185

Deferred tax liabilities:

Software capitalization 3,396 2,725
Gain on replacement of assets 1,072 1,072
Depreciation of fixed assets 961 670
Other 76 102
Total deferred tax li ability 5,505 4,569
Net deferred ta X asset 16,726 32,616
Valuation al lowance (16,726) (32,616)
Net deferred inc ome tax $ - $ -

At December 31, 2002 the Company had net operaisygycarryforwards for income tax purposes of apiprately $16,222,000, which if not
utilized, are scheduled to expire in 2021.

As reflected in the above table, the Company eistaddl a valuation allowance against the net defdee asset of approximately $16,726,000
and $32,616,000 at December 31, 2002 and 200%atsgly. The valuation allowance primarily relatesnon-deductible warrant expenses
and net operating loss carryfowards where thes@igficant uncertainty as to their ultimate reatian. Additionally, the tax benefits
associated with the employee exercises on inceatoak options would normally serve to reduce taxesently payable. However, at

December 31, 2002, the valuation allowance has beeeased by the $820,000 tax benefit of suchckvhiill be recorded to additional paid-
in-capital if and when realized.
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6. COMMITMENTS AND CONTINGENCIES

Leases: Under an administrative services agreerien€ompany is obligated to Cantor for minimumtaépayments under Cantor's various
non-cancelable leases with third parties, prin¢ypfalr office space and computer equipment, exgidhvarious dates through 2016 as
follows:

For the year ended December 31:

2003, ————— $2,580,589
2004 .., 1,917,092
2005 e, 1,807,113
2006 .., 1,912,753
2007 i, 2,100,892
Thereafter......cccccovvvvvvvciciie 17,635,233
Totaliiiiicee e $27,953,672

Rental expense under the above and under all offeating leases for the years ended Decembei082, 2001 and 2000 was $5,929,205,
$10,988,614 and $7,341,614, respectively.

Legal Matters: In the ordinary course of businéss,Company and Cantor are defendants or co-dafghaavarious litigation matters. For
certain pending litigation matters or supplemeatkdgations 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 reswifsperations.

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 commissioits fgaCantor could have a material
adverse effect on the Company's most significantcgoof revenues. In addition, the Company's anmttd@a revenues could vary based or
transaction volumes of financial markets aroundwbed.

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 tesubject 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 exceed/ears. Investment by Williams and Dynegy wastiogient upon the Company and Cal
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 tiualified Verticals. Such right provides for invesnt at a 10%
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discount to the average trading price for the &€@litrg days preceding the date of such party's imas# in such new Qualified Vertical, or,
under certain circumstances, the public announceonfehe formation of such Qualified Vertical. TAeditional Investment Right was
approved by stockholders at the Company's 2000 Alndeeting of Stockholders on October 26, 2000.

The Company entered into an agreement with Camtsiging that, if and when an Additional Investm&ight is exercised by Williams or
Dynegy, the Company will purchase from Cantor kaf number of shares purchased by Williams or Dyn&ge purchase price to be pait
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 naturas gelectricity, coal, emissions
allowances, and weather financial products.

The Company invested $2,000,000 for a 5% intere$tadeSpark and Cantor invested $4,250,000 anglilooted certain assets in exchange
for a 28.33% interest. The remaining 66.67% intanes 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 elementseoftladeSpark marketplace as well as certain o#hreices in exchange for specified
percentages of transaction revenues from the naaost

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 B&madble 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 colledyiymurchase 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 optionagrb@a converted into 1/100th of a
share of the Company's Class A common stock. [920@ Company recognized a non-cash charge 08%2@0, equal to the fair value of
the 80,000 shares of Class A common stock issugdnia conversion of the preferred stock, if nonéhefconditions are met. The Company
will recognize additional non-cash charges rel&tetthe 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 atlitons (including but not limited to
TradeSpark total transaction revenues of at 1€280.$00,000) are met and all shares of prefer@akstre converted. No such additional non-
cash charges were recognized during the years ddelegimber 31, 2002 and 2001. The fair value oPtiederred Stock was estimated based
on the value of the warrants into which the Pref@i$tock would be converted (assuming full cones)sidiscounted 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, 2002 and 200Cdhwany's share of TradeSpark's losses was $248r#B8211,706, respectively.

In accordance with the annual assessment requyr&tiatement of Accounting Standards No. 142, "Galbdwd Other Intangible
Assets" (SFAS 142), at December 31, 2002 the cagryalue of the Company's investment in TradeSpak written down by $950,000 to
net realizable value.

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 and [$aotia unlimited liability company.
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On April 4, 2001, the Company contributed 310,768rss of its Class A common stock, valued at $6%/Q to the LP as a limited partner,
which entitles the Company to 75% of the LP's @pitterest in Freedom. The Company shares in 16&ted P's cumulative profits but not
in cumulative losses. Cantor contributed 103,588 ehof the Company's Class A common stock asehergl partner. Cantor will be
allocated all of the LP's cumulative losses or 88%he cumulative profits. The LP exchanged the, 334 shares for a 66.7% interest in
Freedom. In addition, the Company issued fully @@shon-forfeitable warrants to purchase 400,0@0eshof its Class A common stock at an
exercise price per share of $21.31 to provide itices over the three year period ending April 26®the other Freedom owner participant
migrate to the Company's fully electronic platforffne warrants were valued using a modified BlackeBes pricing model and assumptions
as to risk-free interest rate, expected life angketed volatility of 6%, five years and 50%, respety. The Company recorded additional
paid-in capital and unamortized expense of busipasser securities of $3,589,000 in 2001, représgithe value of the warrants. Non cash
charges of $1,196,400 and $897,100 have been reeagior the years ended December 31, 2002 and, 266fectively. The remaining
unamortized balance of $1,495,500 will be recoghi&® an expense ratably through April 2004. Tcetttent necessary to protect the
Company from any allocation of losses, Cantor dgieed to provide future capital contributions e P up to an amount that would make
Cantor's total contribution equal to the Compamyt&al investment in the LP. The Company recei@886 of all electronic transaction
services revenues and Freedom receives 35% ofreuehues. The Company also receives 35% of revaterased 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 opportunitigeansact business with the six leading Canafitimmcial institutions that are participants
in Freedom. The Company believes that Freedom mpgrince significant short-term losses as theevbiokerage business of Freedom is
converted to a fully electronic marketplace. Acdéogly, 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 antiaiplémefits to be realized and the structure
of the profit and loss arrangement.

The Company's share of the income of the LP foyters ended December 31, 2002 and 2001 was $54r8P$63,868, respectively. The
carrying value of the Company's investment in tReat December 31, 2002 and 2001 was $7,086,1088084,777, respectively.

TREASURYCONNECT

On May 25, 2001, the Company acquired all the @strin TreasuryConnect LLC, a company that opeateelectronic trade
communication and execution platform for OTC delies, in exchange for 188,009 shares of the Cogipaiass A common stock, valued
at $4,013,992 and cash of $170,781. The net aasgtsred consisted of $1,000,000 of fixed asseisguily related to software. The
remaining portion of the purchase price was alled¢db goodwill. As a result of the September 11rEsethe Company wrote off the goodv

of $3,184,773 associated with the acquisition, Whi@s included in the provision For September 1érEvin the accompanying consolidated
statements of operations.

OTHER UNCONSOLIDATED INVESTMENTS

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

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 purchaS@dsHiares of Series C Redeemable
Convertible Preferred Stock (Series C PreferredhefCompany at its par value of $0.01 per shaaehEhare 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 namazsrge of $110,925,
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representing the fair value of such Class A comstonk into which the Series C Preferred may be eded, if none of the future conditions
are met. Such value in excess of the cash proeeasigiven as an inducement to Deutsche Bank to enitethe agreement.

At the end of each year of the five year agreenmenthich Deutsche Bank fulfills its liquidity andarket-making obligations for specified
products, 150 shares of Series C Preferred witiraatically convert into warrants to purchase 150 88ares of the Company's Class A
common stock at an exercise price of $14.79 paesifaall conditions are met and all of the shaskpreferred stock are converted, the total
non-cash charge could aggregate $3,330,000 overretkidive years. The Company will recognize thatz@ent non-cash charges on a
straight-line basis over the five year period asditions are satisfied. For the years ended DeceB8he2002 and 2001, the Company has
recognized non-cash charges of $429,212 and $284€€pectively. Deutsche Bank is deemed to halfiéed its obligations under the
agreement for the 12 months ended July 30, 20@Raecordingly, is entitled to warrants to purch&56,000 shares of the Company's Cla
common stock.

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 thenojatiredeem each share of the Series C Prefeutsthoding in exchange for 10 share
the Company's Class A common stock.

EASYSCREEN PLC

In October 2001 the Company purchased a securaeitdrie bond (the "Bond") in the principal amowt2,000,000 British Pounds Sterlii
issued by EasyScreen PLC. The Bond matures on €cish 2006, subject to earlier conversion or repayt, accrues interest at a rate of 9%
per year which accumulates and is payable to thepgaoy pro-rata on the date of repayment or conwergis of December 31, 2002 and
2001 the carrying value of the bond was $3,509400%$2,966,068 respectively, which is includecivestments in the accompanying
consolidated statement of financial condition.

INTERCONTINENTALEXCHANGE

On March 29, 2002, the Company entered into aneageat with InterContinentalExchange ("ICE", or tHeE Agreement”) granting use of
the Wagner Patent to ICE. Under the terms of tle AQreement, ICE pays the Company an annual rop&l$2,000,000 per year. Such
annual payment is recognized as income ratablygtrout the year. The unearned portion of the anmmyallty, amounting to $500,000 at
December 31, 2002, is included in accounts payadieaccrued liabilities. ICE will also pay to ther@pany $0.10 for each contract that
participants submit to the electronic futures exdgafor trading, or $0.20 for each contract corgdiim matched trades on the electronic
futures exchange. The ICE Agreement will remaieffiect until February 7, 2007, unless certain guggincies are not met.

UBS

On August 21, 2002, the Company entered into aeesgent with UBS USA, Inc.

(UBS) and Cantor for UBS to execute trades eleatedly on the eSpeed(R)

system in U.S. Treasury Securities, Agency Seegiitturopean Government Bonds, UK Gilts, Japaneser@ment Bonds and swaps of
these various securities instruments. The agreehanan initial term of two and one-half years, omncing as of January 1, 2002. In
addition to quarterly participation fees paid tan€a, UBS pays transaction fees to Cantor for eatuted transaction, which are shared
the Company pursuant to the Joint Services Agreemen

In addition, the Company issued to UBS a warrapuichase 300,000 shares of its Class A commok.stde warrant has a term of 10 ye
and has an exercise price equal to $8.75, the neakge of the underlying Class A common stocklmndate of issuance. The warrant is f
vested and nonforfeitable, and is exercisable yé@es and six months after issuance, subject teleration upon the satisfaction by UBS of
its yearly commitment condition. The Company reearddditional paid in capital and unamortized espesf business partner securities of
$2,189,910, representing the value of the warrdtis. amount will be amortized over the term of 8ygeement. The Company agreed to
issue an additional warrant to purchase 200,006std its Class A common stock at an exerciseegual to the market value of the
underlying Class A common stock on the date ofaesa if the agreement is renewed for another twdoome-half years. For the twelve
months ended December 31, 2002, the Company hagniged a non-cash charge of $433,487 relatecetartfortization of the UBS
warrants.

TSI HOLDINGS,INC.

In December 2002 the Company purchased softwane Ti8l Holdings, Inc. for $825,000 which is includedixed assets in the
accompanying consolidated statement of financiatition. The software is being amortized usinggtraight line method over the estimated
useful life of three years.
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8. RELATED PARTY TRANSACTIONS

All of the Company's Reverse Repurchase Agreenaatransacted on an overnight basis with CFS. ttihdeterms of these agreements,
securities collateralizing the Reverse Repurchageéments are held under a custodial arrangemémntwhird party bank and are not
permitted to be sold or repledged. The fair valisuzh collateral at December 31, 2002 and 20G1€dt$189,588,910 and $159,941,811,
respectively.

Under the Amended and Restated Joint Services Agmeebetween the Company and Cantor and servicesragnts between the Company
and TradeSpark, Freedom, MPLLC and CO2e, the Coynpans and operates the electronic trading systesrisaresponsible for providing
electronic brokerage services, and Cantor, Trad&Spaeedom, MPLLC or CO2e provides voice-assift@kerage services, fulfillment
services, such as clearance and settlement, atddelervices, such as credit risk managementsspversight of client suitability and
regulatory compliance, sales positioning of produetd other services customary to marketplacen@eiary operations. In general, if a
transaction is fully electronic, the Company reesi®5% of the aggregate transaction revenues at$park or Freedom receives 35% of
the transaction revenues. If TradeSpark or Fregolmvides voice-assisted brokerage services withego a transaction, then the Company
receives 35% of the revenues and TradeSpark odé&neeeceives 65% of the revenues. The Company dd K1 each receive 50% of the
fully electronic revenues related to municipal berithe Company's agreement with CO2e providestthedeives 50% of CO2e's fully
electronic revenues and 15% of CO2e's voice-asisistd open outcry revenues until December 20032afd of voice assisted and open
outcry revenues thereafter. In addition, the Corgpaneives 25% of the net revenues from Cantorsmgabusinesses.

Under those services agreements, the Company heecbip provide Cantor, TradeSpark, Freedom, MPah@ CO2e technology support
services, including systems administration, intenedwork support, support and procurement for tgsk of end-user equipment, operations
and disaster recovery services, voice and data comeations, support and development of systemslé@rance and settlement services,
systems support for brokers, electronic applicati®ystems and network support, and provision arigholementation of existing electronic
applications systems, including improvements argtagbes thereto, and use of the related intellegiuggderty rights. In general, the Comps
charges Cantor, TradeSpark, Freedom and MPLLCdhemkdirect and indirect costs, including overhezcroviding such services and
receives payment on a monthly basis. These serareegrovided to CO2e at no additional cost othanthe revenue sharing arrangement set
forth above. In exchange for a 25% share of theewetnues from Cantor's gaming businesses, the @uyrip obligated to spend and does

get reimbursed for the first $750,000 each quart¢e costs of providing support and developmentises 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 aleddatermined 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 tenmhssg cancelled upon six months' prior notice biyeeithe Company or Cantor. The
Company incurred administrative fees for such sevduring the years ended December 31, 2002, 2002000 totaling $9,134,016,
$9,797,996 and $6,524,341, 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 amountsgethfor services under these agreements
may be higher or lower than amounts that wouldHzged by third parties if the Company did not obsauch services from Cantor.
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9. CAPITALIZATION

The rights of holders of shares of Class A and £EBasommon stock are substantially identical, ektieqt 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 theéompof the holder, into one share of Class A comrstoiek.

In June 2000, the Company sold 1,578,142 shar€agt A common stock to minority investors for ddagation 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 Gantor of a municipal bond brokerage businessCbmpany issued 28,374 shares of
Class A common stock to the shareholders of thaigedbusiness. 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 sludi€kss A common stock to certain employees efatquired business in exchange for
promissory notes, which was recorded as a subgxerigtceivable. 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 thadeSpark Qualified Vertical. As more fully desedhin Note 7, if certain conditions are
met, the Preferred Stock is convertible at theowptif the holder into warrants to purchase the Gomis Class A common stock. To the
extent the conditions are not met, the Company eitagr redeem the Preferred Stock or convert teé&eRed 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 @lassnmon stock, respectively,
pursuant to the Company's Employee Stock PurchiaseaB discussed in Note 12. As a result of thel&yege Stock Purchase Plan's
suspension in October 2001, there was no actiniB002.

During the years ended December 31, 2002 and 200 Company issued 224,010 and 18,833 sharesctaghg of Class A common stock
related to the exercise of employee options whiehngore fully discussed in Note 11.

On March 13, 2001, the Company and selling stoaldrs], including CFS, completed a secondary offesirig 135,000 shares of the
Company's Class A common stock to the public at@#0share. Of the Class A common stock offerésh@000 shares were sold by the
Company, and 4,635,000 shares were sold by thagstiockholders, principally CFS. Proceeds toGbenpany, net of underwriting
discounts, but before offering expenses of $1,%2M,fotaled $47,750,000. On April 11, 2001, CF%i sol additional 250,000 shares of Class
A common stock in connection with the exercisehef inderwriters' over-allotment option.

As more fully discussed in Note 7, in 2001 the Campissued shares of its Class A common stock mcguisition and in business partner
transactions. The Company issued 310,769 shailits©fass A common stock in the formation of a texipartnership and 188,009 shares of
its Class A common stock in the acquisition ofddiithe interests in TreasuryConnect LLC. Additidpathe Company issued 750 shares of
Redeemable Convertible Preferred Stock as parm afjgeement with Deutsche Bank.

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

On September 10, 2001, the Company's board oftdireauthorized the repurchase of $40,000,000 standing Class A common stock. As
of December 31, 2002 and 2001, the Company hasased 24,600 shares for a total of $221,892 uhierdpurchase plan. During the first
quarter of 2003, the Company purchased an additi&1a 799 shares for a total purchase price of 8,812, bringing the total number of
treasury shares owned to 186,399 at a book val®e,604,004.

On August 21, 2002, the Company issued to UBS samato purchase 300,000 shares of its Class A aamrstock as part of a business
partner agreement, which is more fully discussedate 7.

57
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10. LONG-TERM INCENTIVE PLAN

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

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

6) other awards, the value of which is based inle/looin part upon the value of the Company's CRassmmon stock.

The Compensation Committee of the Board of Directmiministers the LT Plan and is generally empodvyeletermine 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.

There were no shares issued under the LT Plangl@ff2. During 2001, the Company issued 10,934eshairestricted Class A common
stock valued at $220,247 to certain employees utgek T Plan. The Company recognized the entiraevaf $220,247 of compensation
expense in 2001 as the Company elected to fullythesshares after the September 11 Events.

11. OPTIONS AND WARRANTS
ISSUED IN CONNECTION WITH THE LONG-TERM INCENTIVE P LAN

During the years ended December 31, 2002, 2002@0d, respectively, the Company issued 2,471,08833816 and 3,770,312 options to
employees pursuant to the LT Plan. The exercisepifor the options equaled the value of the Colpatiass A common stock on the date
of each award. The options generally vest ratalaéyr four or five years from the grant date.

On October 19, 2000, the option terms were amerdébat future vesting occurs ratably on a quarteskis. This amendment had no
financial impact as the market value of the Comfm@¥ass A common stock was below the exercise mfi@ll outstanding options at that
date.

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 waseexed to the fifth anniversary of the option grdaite. The extension of the expiration date
did not result in additional compensation expemnsdte year ended December 31, 2001 as the origiaal price of the options was higher
than the Company's stock price on the date of rimadién.
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ESPEED, INC AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Pursuant to guidelines contained in APB 25, the gamy records no expense for options issued to grapfo The weighted average grant
date fair values of employee stock options gramtere $6.31, $3.25 and $12.42 for the years endedrbeer 31, 2002, 2001 and 2000,
respectively. The following table represents tHeatfhad the Company accounted for the optiontsistock-based compensation plan based
on the fair value of awards at grant date in a reagonsistent with the methodology of SFAS 123 ginthg effect to the accelerated vesting
of certain options as a result of the Septembeg\iints:

Decrease in Net De crease in Net
Income / Increase Inco me / Increase in
Year in Net Loss Net Loss Per Share
2002 $17,061,751 $0.31
2001 $37,021,370 $0.68
2000 $37,467,455 $0.73

The fair value of the above options and warrants @stimated using a modified Black-Scholes optiacing model. The Black-Scholes
option valuation model was developed for use imeding the fair value of traded options that hawvevesting restrictions and are fully
transferable. In addition, option valuation modeiguire 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 materifgct the fair value estimate, in management'siopj 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 #ery ended December 31, 2002, 2001, and 2000:

Risk Free Expected
Year Interest Rate Expected Life (Years) Volatility Dividends
2002 2.43% 3.07 69.00% None
2001 3.26% 3.08 80.00% None
2000 5.87% 2.84 80.00% None

ISSUED IN CONNECTION WITH ACQUISITIONS, INVESTMENTS , AND BUSINESS PARTNER SECURITIES

In June 2000, the Company issued 1,333,332 wartamisrchase Class A common stock to businessgrares discussed in Note 7. The
warrants expire in June 2010 and are generallycesadrle beginning December 2005. The estimated/&ire of the warrants at the time of
issuance resulted in a one-time non-cash chartiet@ompany of $29,805,305. The fair value of tlagrants was estimated using a modified
Black-Scholes pricing model and assumptions aiskefree interest rate, expected life and expeet#dtility of 7.4%, 10 years and 48%,
respectively.

As discussed in Note 4, on August 7, 2001, the Gomyssued 15,000 warrants to purchase the Congp@gss A common stock as part of
its purchase of a patent. The warrants expire ogudu6, 2011 and the estimated fair value of theamés issued was $197,000.

As discussed in Note 7, the Company issued 400)/@06ants to purchase the Company's Class A comiogk as part of the formation of
the limited partnership to acquire Freedom.

As discussed in Note 7, on July 30, 2002, 150 shair&eries C Redeemable Convertible PreferreckS$teld by Deutsche Bank
automatically converted into a right to 150,000 naats to purchase the Company's Class A commok a®a result of Deutsche Bank being
deemed to have fulfilled its obligations under dggeement between it and the Company for the yedardeJuly 30, 2002.

As discussed in Note 7, on August 21, 2002, the g2om issued to UBS warrants to purchase 300,00@slod the Company's Class A
common stock.
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OPTIONS AND WARRANTS

The following table summarizes changes in all e @ompany's stock options and warrants for thesyealed December 31 2002, 2001, and
2000:

eSpeed and Canto r  Warrants and Weighted Aver age

employee options Other Options Total Exercise Pri ce Expiration Dates
Balance, December 31, 1999...... 6,492,865 135,000 6,627,865 $22.00 12/2004 - 12/2009
Granted 3,770,312 1,333,332 5,103,644 $25.76 2/2010 - 12/2010
Exercised.. - - -
Canceled.. (292,460) (292,460) $24.38
Balance, December 31, 2000...... 9,970,717 1,468,332 11,439,049 $23.62 12/2004 - 12/2010
Granted.........cccooeveeneen. 3,653,816 415,000 4,068,816 $6.45 1/2010 - 10/2011
Exercised.. (18,833) (18,833) $22.00
Canceled.........cccoco........ (378,371) (378,371) $18.25
Balance, December 31, 2001...... 13,227,329 1,883,332 15,110,661 $19.76 12/2004 - 10/2011
Granted.........cccooeveeneen. 2,471,050 450,000 2,921,050 $13.13 1/2012 - 12/2012
Exercised.. (224,010) (224,010) $5.19
Canceled.........ccco.co........ (78,771) (78,771) $8.81
Balance, December 31, 2002...... 15,395,598 2,333,332 17,728,930 $18.90 12/2004 - 12/2012

The following table provides further details refatito all of the Company's stock options and wasrantstanding as of December 31, 2002.

Weighted Average

Wei ghted Remaining Weighted

Range of Number Average Exercise Contractual Life Number Average Exercise
Exercise Prices Outstanding Pr ice (in years) Exercisable Price
$5.10 to $11.03 3,841,946 $5.81 8.8 725,973 $5.43
$12.28 to $18.26 4,314,149 $ 15.25 7.8 1,605,827 $15.94
$18.99 to $28.44 7,449,614 $ 22.15 4.6 6,058,227 $22.16
$28.88 to $43.06 1,746,842 $ 33.37 6.6 351,598 $35.52
$43.38 to $77.00 376,379 $ 45.30 7.0 197,480 $46.32

17,728,930 $ 18.90 6.5 8,939,105 $20.30

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 pureheesiod, as defined, accumulated payroll dedustare used to purchase stock at a price
determined by a Stock Purchase Plan Administraivemittee, which will generally not be less tha®®6f the lowest market price at
various defined dates during the purchase peribd.Gompany has reserved 425,000 shares of Clasm#on stock for issuance under the
Stock Purchase Plan. During the year ended Dece®ih@001, the Company issued 44,168 shares toogegs 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 ESRi®rdingly, no shares were purchased under thisiplaf02.

13. DEFERRED COMPENSATION PLAN

Employees of the Company are eligible to parti@patthe eSpeed Inc. Deferral Plan for EmployedgSaftor Fitzgerald, L.P. and its
Affiliates (the Plan),
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whereby eligible employees may elect to defer diqoiof their salaries by directing the Companygadoatribute to the Plan.

The Plan is available to all employees of the Camgpaeeting certain eligibility requirements andigject to the provisions of the Employ
Retirement Income Security Act of 1974. Employestdbutions are directed to one or more investniigndls, 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 Company&s€IlA common stock per participant. In 2003, 20622001, the Company contributed
7,439, 5,814 and 14,050 shares of its Class A camstaxk relating to employee contributions to tBpeed Stock Fund for the year ended
December 31, 2002, 2001 and 2000, respectively atin@nistration of the Plan is performed by CFLRe TTompany pays its proportionate
share of such administrative costs under the Adstrative Services Agreement.

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 Seesriixchange Act of 1934, which requires the maartea of minimum liquid capital, as
defined. At December 31, 2002, eSpeed Governmaniriiies, Inc.'s liquid capital of $109,148,671 viaexcess of minimum requirements
by $109,123,671.

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 maintenarfigeinimum net capital and requires that the rafiaggregate indebtedness to net
capital, both as defined, shall not exceed 15 #t December 31, 2002, eSpeed Securities, Incneadapital of $6,998,089, which was
$6,679,567 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 operasdsusiness in one segment, that of operatiregative electronic businesstosines
vertical marketplaces for the trading of finan@at non-financial products, licensing software, pralziding technology support services to
Cantor and other related and unrelated parties.

Product information: The Company currently marketservices through the following products: coreducts, including an integrated
network engaged in electronic trading in governnseaurities in multiple marketplaces over the e8fRpsystem; new product rollouts,
including introduction of products in non-equitypdal markets; products enhancement software, whiables clients to engage in enhanced
electronic trading of core products and future piatdollouts and eSpeed Software Solutions(SM)ctviallows customers to use the
Company's intellectual property and trading expertd build electronic marketplaces and excharmalop customized trading interfaces
and enable real-time auctions and debt issuana&riRes from core products comprises the majorith@fCompany's revenues.

Geographic Information: The Company operates infAimericas, Europe and Asia. Revenue attributiopfoposes of preparing geographic
data is principally based upon the marketplace i 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 desvif each region as of and for the
periods indicated.

For the year en ded For the year ended For the year end ed
Transaction Revenues: December 31, 2 002 December 31, 2001 December 31, 200 0
Europe......cooeeieveninenne $24,317,3 24 $20,657,534 $13,214,66 8
ASia.....cciiieiiiiiieeees 2,580,3 20 2,653,378 1,397,15 4
Total Non-Americas.............. 26,897,7 14 23,310,912 14,611,82 2
AMeEricas...........ccceuveee.n. 78,883,7 81 75,057,114 55,675,55 7
Total...ooooeeeeeieeeees $105,781,4 95 $98,368,026 $70,287,37 9
Average Long Lived Assets....... December 31, 2 002 December 31, 2001
Europe.....ccooeeveeeninenne $5,576,7 17 $3,737,700
ASia.....ccoiiiiiiiiieeeens 387,6 32 434,809
Total Non-Americas.............. 5,964,3 49 4,172,509
Americas...........ccceuveee.n. 17,536,6 81 19,031,755
Total...ooooeeeeeiieee e $23,501,0 30 $23,204,264
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

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

The following table provides information as of Mart, 2003 regarding our directors and executivicerf§.

Name Age Title

Howard W. Lutnick.................... 41  Chair man of the Board, Chief
Execu tive Officer and President

Lee M. Amaitis.......cccceeeeerennnn 53 Globa | Chief Operating Officer;
Direc tor

Joseph C. Noviello................... 37 Execu tive Vice President and Chief
Infor mation Officer; Director

Stephen M. Merkel.................... 44  Execu tive Vice President, General
Couns el and Secretary; Director

Jeffrey M. Chertoff.................. 48  Senio r Vice President and Chief
Finan cial Officer

Larry R. Carter.........cccceeeennee 59 Direc tor (1)(2)

John H. Dalton....................... 61 Direc tor (1)(2)

William J. Moran..................... 61 Direc tor (1)(2)

Albert M. Weis..........cccoeuueenn. 76 Direc tor (1)(2)

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

Each director shall serve until our next annualtingeof stockholders and each executive officellsteave at the pleasure of our board of
directors.

Howard W. Lutnick. Mr. Lutnick has been our Chainra the Board of Directors and Chief Executivei€f since June 1999 and has been
our President since September 2001. Mr. LutnickgdiCantor Fitzgerald, L.P. in 1983 and has seagddresident and Chief Executive
Officer of Cantor since 1992. Mr. Lutnick's compa@F Group Management, Inc., is the managing géparter of Cantor. Mr. Lutnick is
member of the Board of Managers of Haverford Calle¢ge Board of Directors of the Zachary and ElghbM. Fisher Center for Alzheime
Disease Research at Rockefeller University, thecltkee Committee of the Intrepid Museum Foundasiddvard of Trustees and the Boar
Directors of the Solomon Guggenheim Museum Fouodati

Lee M. Amaitis. Mr. Amaitis has been our Global €tDperating Officer and director since Septeml@€r12 Mr. Amaitis has been Executive
Managing Director of eSpeed International Limiteahi December 1999. Mr. Amaitis has also been Peesignd Chief Executive Officer of
Cantor Fitzgerald International and Cantor FitzgeEaurope since March 1995. Prior to joining Canbdr. Amaitis was Managing Partner
and Senior Managing Director of Cowen GovernmemkBrs from April 1991 to February 1995 and was MgmaviBS 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. Mr. Noviello is a director of the@or Exchange(SM).

Stephen M. Merkel. Mr. Merkel has been our Exeaufice President, General Counsel and Secretacg September 2001 and was our
Senior Vice President, General Counsel and Segritan June 1999 to September 2001. Mr. Merkelbbeen 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, human resources, risk and credit departmbfritsMerkel serves as a director and Secretary @Qantor Exchange(SM). Prior to joining
Cantor, Mr. Merkel was Vice President and Assis@aheral Counsel of Goldman Sachs & Co. from Fefrii@90 to May 1993. From
September 1985 to January 1990, Mr. Merkel wascees®gal with the law firm of Paul, Weiss, Rifkind,Hafton & Garrison. Mr. Merkel is on
the Board of Directors of Freedom International l@n@age Company and is on the Management Committ€émadeSpark, L.P.

Jeffrey M. Chertoff. Mr. Chertoff has been our Sr¥ice President and Chief Financial Officer sifday 2002. As Chief Financial Officer,
Mr. Chertoff is responsible for managing our glofiaancial and accounting operations. Mr. Chersafifved as Executive Vice President and
Chief Financial Officer of Daiwa Securities Ameritam August 1998 to May 2002. From May 1995 to Asigl998, Mr. Chertoff was
Controller, Director and Senior Operating OfficéiSmlomon Brothers, Inc. Mr. Chertoff also servedAasistant Controller and Managing
Director at Bear Stearns, where he was employead 881 to 1995. He began his career with Coopelyt#and, now
PricewaterhouseCoopers, LLP.
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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 Administratidnief 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.I. Technology Ins.\éice President, Finance and Chief Financial @ffeend 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. GrdJp. 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 itr@disnarkets, since September 2000.
Mr. Dalton serves as a director of the Cantor Ergeg¢SM). From May 1999 to June 2000, Mr. Dalton @agirman and Chief Executive
Officer of EPCAD Systems, a company that researahdsdevelops electroplasma technology for the Isiatdustry. Mr. Dalton served as
Secretary of the Navy from July 1993 to Novembed8 Mr. Dalton serves on the Board of Director§ ainsTechnology Corp. and Fresh
Del Monte Produce Inc.

William J. Moran. Mr. Moran has been our directiorce December 1999. Mr. Moran is Executive VicesiRtent and General Auditor of J.P.
Morgan Chase & Co. Mr. Moran joined the Chase M#@haCorporation 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 Chide Moran was with the accounting firm of Peat,mteck, Mitchell & Co. for nine
years.

Albert M. Weis. Mr. Weis has been President of AWkis & Co., Inc., a money management companyesli®y6. Mr. Weis was Chairman
of the New York Cotton Exchange from 1997 to 190831 to 1983 and 1977 to 1978. From 1998 to 2000 \¥&is was Chairman of the
New York Board of Trade. From 1996 to 1999, Mr. ¥Aaias a director and chairman of the audit commitfeSynetic, Inc. and, from 19!

to 2001, he was a director and chairman of thetaadhmittee of Medical Manager Corporation (sucoe$s Synetic, Inc.).

COMMITTEES OF THE BOARD

Our board of directors has an Audit Committee a@bmpensation Committee. The members of our Audih@ittee are Messrs. Carter,
Dalton, Moran and Weis, all of whom are independtirgctors. Our Audit Committee selects the indeleenh auditors, 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 lgleGairter, Dalton, Moran and Weis. The Compens&immmittee is responsible for
reviewing and approving all compensation arrangasifam our executive officers and for overseeing stock option and stock purchase
plans.

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMRANCE

Under the securities laws of the United States din@ctors, executive officers and any person mgjathore than 10% of our Class A common
stock are required to file initial forms of owneislof 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 redoidisiclose 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 2002yi6iten representations from certain
reporting persons, to the best of our knowleddeepbrts were filed on a timely basis other thate lfilings on Form 4 by each of our
executive officers in connection with option grattshem on December 9, 2002. The Forms 4 weré fiteJanuary 29, 2003.

ITEM 11. EXECUTIVE COMPENSATION

The following table provides certain summary infation concerning all compensation earned for ttee gaded December 31, 2002, the
ended December 31, 2001 and the year ended Dec&hh2000 by our Chief Executive Officer and eatbur other executive officers
required to be included in the table (collectivéhe Named Executive Officers).
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SUMMARY COMPENSATION TABLE

LONG- TERM
ANNUAL COMPEN SATION
COMPENSATION AWA RDS
-------------------------- OTHER
SALARY BONUS OPTI ONS COMPENSATION
NAME AND PRINCIPAL POSITION YEAR (%) $) (# ) (%) (1)
Howard W. LUtNiCK........cccveriveniiaiienine 2002 400,000 600,000 1,000 ,000 3,000
Chairman, Chief Executive Officer 2001 400,000 600,000 1,500 ,000 3,000
and President 2000 350,000 650,000 625 ,000 3,000
Lee M. AMaitis........ccoeveerieeiieenienieenns 2002 400,000 500,000 200 ,000 -
Global Chief Operating Officer 2001 107,418 300,000 375 ,000 -
2000 107,418 333,333 50 ,000 -
Joseph C. Noviello.......coocevveevieiieennnns 2002 300,000 450,000 75 ,000 3,000
Executive Vice President, Chief 2001 275,000 1,000,000(2) 200 ,000 3,000
Information Officer and President 2000 250,000 350,500 65 ,000 -
Stephen M. Merkel..........cccooveevveevivennnns 2002 250,000 450,000 100 ,000 3,000
Executive Vice President, General Counsel 2001 150,000 400,000 200 ,000 3,000
and Secretary 2000 150,000 300,000 100 ,000 3,000
Jeffrey M. Chertoff........ccovevveiiiennne 2002 81,971(3) 125,000 75 ,000 -
Senior Vice President and Chief 2001 -- -- -- -
Financial Officer 2000 -- - - -

(1) Consists of matching contributions by us urmer Deferral Plan.
(2) The after-tax portion of $600,000 of such bomas used to purchase units in Cantor Fitzgerak, L
(3) Pro rata based upon Mr. Chertoff's hire dat®lay 6, 2002 and annual salary of $125,000.

The following table sets forth the options grantieding 2002 to, and the value of the options helddecember 31, 2002 by, our Named
Executive Officers:

OPTION GRANTS IN LAST FISCAL YEAR
Individual Grants

Percentage of Total

Number of Shares Options Granted
Underlying Options to Employees  Exercise or Base Grant Date
Name Granted in 2002 (%) Price ($/Share) Expiration Date Present Value ($)(3)

Howard W. Lutnick.......... 1,000,000(1) 41 14.39 12/9/2 012 6,726,900
Lee M. Amaitis....... 200,000(1) 8 14.39 12/9/2 012 1,345,380
Joseph C. Noviello. 75,000(1) 3 14.39 12/9/2 012 504,518
Stephen M. Merkel. 100,000(1) 4 14.39 12/9/2 012 672,690
Jeffrey M. Chertoff........ 25,000(1) 1 14.39 12/9/2 012 168,173
50,000(2) 2 10.72 3/26/2 012 257,980

(1) The options vest quarterly over a four yeaiqaefrom the date of grant, December 9, 2002.
(2) These options vest quarterly over a four yemiogl from the date of grant, March 26, 2002.

(3) The present value of the options was estimas@uy a modified Black-Scholes option pricing moaledi the following assumptions:
risk-free interest rate of 2.30% (3.97% for the $20grant), no expected dividends, expected stack polatility of 69% and assumed to be
exercised at 31% of their original life.
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The following table provides information, with resp to the Named Executive Officers, concerningomgtand SARs held as of December
31, 2002.

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

Number of Securities Underlying

Shares Unexercised Options at Fiscal Va lue of Unexercised In-Money
Acquired on  Value Realized Year End (#) Opt ions at Fiscal Year End($)(1)
Exercise onE XEICISE  —mrmmmmmmmmmmmmmcmmme s e
Name #) ($) Exercisable  Unexercisable  Ex ercisable  Unexercisable
Howard W. Lutnick............ - - 2,325,000 3,300,000 4,456,875 15,896,875
Lee M. Amaitis......... . 93,750 1,560,827 215,000 641,250 36,320 3,894,961
Joseph C. Noviello 25,000 392,940 121,250 278,750 355,045 2,026,495
Stephen M. Merkel............ 50,000 658,665 100,000 350,000 2,640 2,035,210
Jeffrey M. Chertoff... - - 9,375 65,625 58,322 316,503

(1) Based on the last reported price of $16.94torClass A common stock on December 31, 2002.

COMPENSATION OF DIRECTORS

Directors who are also our employees do not recailditional compensation for serving as directors.October 23, 2002, we granted the
following: (i) options to purchase 30,000 shareswf Class A common stock to Albert M. Weis uposiihitial election as a director and (ii)
options to purchase 10,000 shares of Class A constoak to each of Larry R. Carter, John H. Daltod William J. Moran as compensation
for their service as a directors. All options wgranted at an exercise price per share equal t2$1&hich was the price of our Class A
common stock on October 23, 2002. These optiorisivélsree equal installments beginning on the fifshree semanniversaries of the de
of grant. Under our current policy, each of our 1gonployee directors is granted an option to puret®5000 shares of our Class A common
stock in connection with his initial election torduward and an option to purchase 10,000 sharesralass A common stock each year he
serves as a director thereafter. In addition, nopieyee directors receive annual compensation 5fCE. They also receive cash
compensation of $2,000 for each meeting of ourdoédirectors and $1,000 for each meeting of arodgtee of our board of directors
actually attended, whether in person, by teleplwraherwise. However, none of our non-employeeatars will be paid more than $3,000
in the aggregate for attendance at meetings hetdeosame date. Non-employee directors also aréresed for out-of-pocket expenses
incurred in attending meetings of our board of ctives or committees of our board of directors.

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

The Compensation Committee of our board of directonsists of Messrs. Carter, Dalton, Moran andsWAdi of the members of our
Compensation Committee are non-employee directisage not former officers. During 2002, 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 1, 2003, with respeaxcthe 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 135 East 57th Street, New York, R¥2R. Shares of Class B common st
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.
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Beneficial Ownership(1)

Class A common stock Class B common stoc k

Name Shares % Shares %
Howard W. LutnicK..........ccccevriiiinnnns 30,736,619(2) 52.6(3) 25,362,809(4) 100
Lee M. Amaitis......... 396,637(5) 1.3(6) - -
Joseph C. Noviello........cccooiieeiininnnnn. 162,460(7) *

Stephen M. Merke 180,178(8) * -

Jeffrey M. Chertoff 14,062(9) * --

Larry R. Carter..... 108,833(10) *
John H. Dalton..... 23,333(11) *
William J. Moran.........cccceevcvveeeeeniinnenn. 69,333(12) *
Albert M. Weis.........cccocviiviiieiieeeee, 24,000(13) *

All executive officers and directors as a
group (9 Persons) ....cccceeeevveeeeeenivneeenns 31,715,455 53.6(14) 25,362,809 100

* 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).

(2) Consists of (1) 2,706,250 shares of Class Amomstock subject to options currently exercisablexercisable within 60 days of March
1, 2003, (2) 500,000 shares of Class A common stabject to currently exercisable options held loyamntor retained annuity trust and
payable to Mr. Lutnick and of which Mr. Lutnicktise sole trustee,

(3) 2,641,470 shares of Class B common stock hel@dntor Fitzgerald, L.P., (4) 22,721,339 shareGlaés B common stock held by Cantor
Fitzgerald Securities, (5) 643,288 shares of CAasesmmon stock held by Cantor Fitzgerald Secur;itiés 387,469 shares of Class A comt
stock held by CF Group Management, Inc., (7) 968 $lvares of Class A common stock held directly ylMtnick, (8) 1,141 shares of
Class A common stock held in Mr. Lutnick's 401(ktaunt and (9) 175,589 shares of Class A commaik $teld by a trust for the benefit of
descendants of Mr. Lutnick, of which Mr. Lutnickiéfe is one of two trustees and Mr. Lutnick hasited powers to remove and replace such
trustees. Cantor Fitzgerald, L.P. is the managartner of Cantor Fitzgerald Securities. CF Groumdtgement, Inc. is the managing general
partner of Cantor Fitzgerald, L.P. and Mr. Lutniskhe President and sole stockholder of CF Groapagement, Inc.

(3) Percentage based on (1) 29,851,134 sharess$ @l common stock outstanding on March 1, 2003%2362,809 shares of Class B
common stock outstanding on March 1, 2003 and @)&250 shares of Class A common stock subjemptions outstanding on March 1,
2003 currently exercisable or exercisable withird&9s of March 1, 2003.

(4) Consists of (1) 2,641,470 shares of Class Braomstock held by Cantor Fitzgerald, L.P., whichrgls are immediately convertible into
shares of Class A common stock and (2) 22,721,888s of Class B common stock held by Cantor RitddeSecurities. Cantor Fitzgerald,
L.P. is the managing partner of Cantor Fitzgeradusities. CF Group Management, Inc. is the mampgéaneral partner of Cantor Fitzgere
L.P. and Mr. Lutnick is the President and sole ldtotder of CF Group Management, Inc.

(5) Consists of (1) 293,125 shares of Class A comsatock subject to options currently exercisablexarcisable within 60 days of March 1,
2003 and (2) 103,512 shares of Class A common s$telckdirectly by Mr. Amaitis.

(6) Percentage based on (1) 29,851,134 sharesas$ @l common stock outstanding on March 1, 20032n#93,125 shares of Class A
common stock subject to options currently exerdesab exercisable within 60 days of March 1, 2003.

(7) Consists of (1) 160,311 shares of Class A comstock subject to options currently exercisablexarcisable within 60 days of March 1,
2003, (2) 585 shares of Class A common stock hiedtttly by Mr. Noviello, (3) 344 shares of Clasémmon stock held in Mr. Noviello's
401(k) account and (4) 1,220 shares of Class A comsiock purchased by Mr. Noviello through our Eoyeke Stock Purchase Plan.

(8) Consists of (1) 141,250 shares of Class A comstock subject to options currently exercisablexarcisable within 60 days of March 1,
2003, (2) 35,537 shares of Class A common stodk diebctly by Mr. Merkel, (3) 1,141 shares of Cldss
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common stock held in Mr. Merkel's 401(k) accourd &) 2,250 shares of Class A common stock bemdiffadwned by Mr. Merkel's spouse.
(9) Consists of 14,062 shares of Class A commatkstabject to options currently exercisable or eisable within 60 days of March 1, 20

(10) Consists of (1) 63,333 shares of Class A comsatock subject to options currently exercisablexarcisable within 60 days of March 1,
2003 and (2) 45,500 shares of Class A common steried by Cavallino Ventures LLC, of which Mr. Carigthe President.

(11) Consists of 23,333 shares of Class A commackstubject to options currently exercisable oreisable within 60 days of March 1,
2003.

(12) Consists of (1) 66,333 shares of Class A comsatock subject to options currently exercisablexarcisable within 60 days of March 1,
2003 and (2) 3,000 shares of Class A common steltkdirectly by Mr. Moran.

(13) Consists of (1) 10,000 shares of Class A comstock subject to options currently exercisablexarcisable within 60 days of March 1,
2003, (2) 7,000 shares of Class A common stock dhiedettly by Mr. Weis and (3) 7,000 shares of Clagssommon stock, of which 1,000
shares are beneficially owned by Mr. Weis' spodg#)0 shares are held in trust for Mr. Weis' cleifdand 2,000 shares are beneficially
owned by Mr. Weis' children.

(14) Percentage based on (1) 29,851,134 sharelssd & common stock outstanding on March 1, 20832%,362,809 shares of Class B
common stock outstanding on March 1, 2003 and @8J48997 shares of Class A common stock subjemptions currently exercisable or
exercisable within 60 days of March 1, 2003.

BY OTHERS. The following table sets forth certaifiormation, as of March 1, 2003, with respect @ ltleneficial ownership of our common
equity by each person or entity known to us to Geiadly own more than 5% of our common equity, etlthan our officers and directors.
Unless indicated otherwise, the address of eadty éinted is 135 East 57th Street, New York, NYO2Q, and each entity listed has sole
voting and investment power over the shares baa#fiowned. Shares of Class B common stock areedible into shares of Class A
common stock at any time in the discretion of thiler on a one-for-one basis. Accordingly, a holufe€lass B common stock is deemed to
be the beneficial owner of an equal amount of nurobshares of Class A common stock for purposehisftable.

Beneficial Ownership(1 )

Class A common stock Class B common stock
Name Shares % Shar es %
Cantor Fitzgerald Securiti€S.......ccccoevveveeeeee L 23,364,627 (2) 42.3(3) 22,721 ,339 89.6 (4)
Cantor Fitzgerald, L.P..ccovovvveviivviceeeee 26,006,097 (5) 47.1(3) 25,362 ,809 (6) 100 (4)
CF Group Management, INC.......ccoocevvcvvvvnvees 26,393,566 (7) 47.8 (3) 25,362 ,809 (6) 100 (4)

(1) Based upon filings under Section 13 of the BExaje Act.
(2) Consists of (1) 22,721,339 shares of ClassrBnaon stock and (2) 643,288 shares of Class A constamk.

(3) Percentage based on 29,851,134 shares of £le@simon stock outstanding on March 1, 2003 an8&5809 shares of Class B common
stock outstanding on March 1, 2003.

(4) Based on 25,362,809 shares of Class B comneak sutstanding on March 1, 2003.

(5) Consists of (1) 2,641,470 shares of Class Braomstock owned by Cantor Fitzgerald, L.P., (2¥22,339 shares of Class B common
stock owned by Cantor Fitzgerald Securities andb4®),288 shares of Class A common stock held bydC#itzgerald Securities. Cantor
Fitzgerald, L.P. is the managing partner of Cahkitagerald Securities.

(6) Consists of (1) 2,641,470 shares of Class Brewomstock held by Cantor Fitzgerald, L.P. and @)21,339 shares of Class B common
stock held by Cantor Fitzgerald Securities. Cahttagerald, L.P. is the managing partner of CaFRitagerald Securities. CF Group
Management, Inc. is the managing general partn€aotor Fitzgerald, L.P.
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(7) Consists of (1) 387,469 shares of Class A comstock held by CF Group Management, Inc., (2) 22,339 shares of Class B common
stock held by Cantor Fitzgerald Securities, (3),888 shares of Class A common stock held by Cdtitegerald Securities and (4) 2,641,470
shares of Class B common stock held by Cantor &itdd, L.P. CF Group Management, Inc. is the martageneral partner of Cantor
Fitzgerald, L.P.

EQUITY COMPENSATION PLAN INFORMATION AS OF DECEMBER 31, 2002

NUMBER OF SECURITIES
REMAINING AVAILABLE FOR

NUMBER OF SECURITIES TO WEIGHTED AVERAGE FUTURE ISSUANCE UNDER EQUITY
BE ISSUED UPON EXERCISE EXERCISE PRICE OF COMPENSATION PLANS
OF OUTSTANDING OPTIONS, OUTSTANDING OPTIONS, (EXCLUDING SECURITIES
WARRANTS AND RIGHTS  WARRANTS AND RIGHTS REFLECTED IN COLUMN (A))
(A) (B) ©
1999 Long-Term Incentive Plan (approved by
security holders).........ccccoeoiiiveniincnn. . 15,395,598 $17.443 1,156,150
Equity compensation plans not approved by
security holders . 0 0 0
Total........... . 15,395,598 $17.443 1,156,150

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@peed(R) system. In exchange for these
assets, we issued to Cantor 43,999,900 shares @flasis B common stock, representing approxim&@®p of the voting power of our

capital stock outstanding at the time. Cantor camae3,350,000 of these shares into the sharesrdflass 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, we @antor have agreed that none of these
agreements may be amended without the approvamafarity of our disinterested directors.

JOINT SERVICES AGREEMENT

Under our Amended and Restated Joint Services Amgrt as amended, with Cantor and services agréeméh TradeSpark, Freedom,
Municipal Partners, LLC and CO2e.com, LLC, we owd aperate the electronic trading systems andesigonsible for providing electronic
brokerage services, and Cantor, TradeSpark, Fregdomicipal Partners, LLC and CO2e.com, LLC proviaece-assisted brokerage
services, clearance, settlement and other fulfitf@ad related services, such as credit and riskagement services, oversight of client
suitability and regulatory compliance, sales positig of products and other services customarydkdrage operations. Our agreement with
Cantor provides for a perpetual term.

REVENUE SHARING ARRANGEMENTS

Under our Amended and Restated Joint Services Amgrt as amended, with Cantor and services agréeméh TradeSpark, Freedom,
Municipal Partners, LLC and CO2e.com, LLC, we owd aperate the electronic trading system and amoresible for providing electronic
brokerage services, and Cantor, TradeSpark, Fregdomicipal Partners, LLC or CO2e.com, LLC providedce-assisted brokerage
services, fulfillment services, such as clearamzbsettlement, and related services, such as eigklinanagement services, oversight of
client suitability and regulatory compliance, sgbesitioning of products and other services custgrtamarketplace intermediary operatic
In general, for fully electronic transactions, veegive 65% of the transaction revenues and CahtadeSpark or Freedom receives 35% of
the transaction revenues. We and Municipal Parthé¢iS each receive 50% of the fully electronic reves related to municipal bonds and
and CO2e.com, L.L.C. each receive 50% of the felictronic revenues. In general, for voice-assibtelerage transactions we receive 7%
of the transaction revenues, in the case of Cdransactions, and 35% of the transaction revenndle case of TradeSpark or Freedom
transactions. In the case of CO2e.com, LLC, weivece0% of CO2e.com, L.L.C. fully electronic reversuand 15% of the voice assisted and
open outcry revenues until December 31, 2003, &4 @f voice-assisted and open outcry revenuesdftereln addition, we receive 25% of
the net revenues from Cantor's gaming business.
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In February 2003, we agreed that with respect)togfitain network access facilities services agexgmand (ii) in other circumstances in
which Cantor refers network access facility sersibasiness to us, 60% of net revenues from sudhdssswould be paid to Cantor and 40%
of such revenues would be paid to us. This revehaeng arrangement will be made after deducticallafales commissions and direct third-
party costs, including circuits and maintenance.

SOFTWARE SOLUTIONS SERVICES

We also provide to Cantor, TradeSpark, Freedom,itijpad Partners, LLC and CO2e.com, LLC softwarauiohs services, including (1)
systems administration;

(2) internal network support; (3) support and precuent for desktops of end-user equipment; (4)aifmers and disaster recovery services;
(5) voice and data communications; (6) support@glopment of systems for clearance, settlemeahbdrer fulfillment services; (7)
systems support for broker; (8) electronic appidce systems and network support and developmedt($) provision and/or implementati
of existing electronic applications systems, inaglgdmprovements and upgrades thereto, and udeeaktated intellectual property rights. In
general, we charge Cantor, TradeSpark and Freddemictual direct and indirect costs, including bead, that we incur in performing these
services. We charge Municipal Partners, LLC an athbased on the actual direct and indirect costduding overhead, of providing such
services. These services are provided to CO2e.tb@at no additional cost other than the revenusisly arrangement set forth above. In
exchange for a 25% share of the net revenues framo€s gaming businesses, we are obligated talsgeh do not get reimbursed for the
first $750,000 each quarter of costs of providingport and development services for such gamingbsses.

INTELLECTUAL PROPERTY

Cantor has granted to us a license covering Camatéents and patent applications that relate t@8peed(R) system. The license is
perpetual, irrevocable, worldwide and royalty feeel is exclusive, except in the event that (1) reeuawilling to provide to Cantor any
requested services covered by the patents witlecesp a marketplace and Cantor elects not to requsi to do so, or we are unable to provide
such services or (2) we do not exercise our rigffitst refusal to provide to Cantor electronic kevage services with respect to a
marketplace, in which events Cantor will have atkah right to use the patents and patent applicatsmlely in connection with the operation
of that marketplace. Cantor will cooperate withatsour expense, in any attempt by us to preventtard party infringement of our patent
rights under the license. Cantor has also grawted fa non- exclusive, perpetual, irrevocable weidé, royalty-free right and license to use
the servicemarks "Cantor Exchange(SM)," "Interatitatching(SM)," "MOLE(SM)" and "CX(SM)".

NON-COMPETITION AND MARKET OPPORTUNITY PROVISIONS

The Joint Services Agreement imposes performaniigations on us and restricts our ability to congpetith 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 S\wiAgreement in order to enable us to enter Eparste agreements in connection with
new marketplaces.

ADMINISTRATIVE SERVICES AGREEMENT

Under our Administrative Services Agreement witmtoa, Cantor provides certain administrative andhaggement 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 administratioterinal 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 reddenzosts, including reasonably allocated overtaatany applicable taxes. We have also
entered into arrangements with Cantor under whielhave 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 Adstiaiive 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 ou(®) 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 interrupitisuirance of $25 million. Cantor has procured propinsurance coverage for us covering
our fixed assets and business interruption ins@eramthe amount of $25 million. However, in theea$ business interruption insurance, we
are listed on this insurance policy as one of sshirsured parties, together with Cantor and séwdrigs affiliates.
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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. Paitsuhis allocation, as of December 31,
2002, we had received approximately $20.5 millibproperty insurance proceeds with respect to fixesets of ours that were destroyed as a
result of the September 11 Events and approxim&El8 million of business interruption insurancegeeds, representing payments for |
lost revenues and increased expenses.

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

The piggyback registration rights allow Cantoregister the shares of our Class A common stocleéssuissuable to it in connection with
the conversion of its shares of our Class B comstook whenever we propose to register any sharesrdflass 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 oftmt@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 wlitd ¢onversion of its shares of our Class B comnmrks The demand and piggyback
registration rights apply to Cantor and to any sfaree of shares held by Cantor who agrees to tiedbloy the terms of the Registration
Rights Agreement.

We have agreed to pay all costs of one demandlapidjgyback registrations, other than underwritéigcounts and commissions. We have
also agreed to indemnify Cantor and any transfmeeertain liabilities they may incur in connectiwith the exercise of their registration
rights. All of these registration rights are subjecconditions and limitations, including (1) thght of underwriters of an offering to limit the
number of shares included in that registrationjo{@)right not to effect any demand registratiothwi six months of a public offering of our
securities; and (3) that Cantor agrees to refr@mfselling its shares during the period from 1$sdarior to and 90 days after the effective
date of any registration statement for the offefigur 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, paymémtividends, 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. Four of our
directors and a majority of our officers also semgadirectors and/or officers of Cantor. Simultareservice as an eSpeed director or officer
and service as a director or officer, or statua partner, of Cantor could create or appear taemeatential conflicts of interest when such
directors, officers and/or partners are faced @hisions that could have different implicationsds and for Cantor. Mr. Lutnick, our
Chairman, President and Chief Executive Officethessole stockholder of the managing general padghCantor. As a result, Mr. Lutnick
controls Cantor. Cantor owns shares of our ClassrAmon stock and Class B common stock represeagipgoximately 89.8% of the Total
Voting Power of our capital stock. Mr. Lutnick'srailtaneous service as our Chairman, President aref Executive Officer and his control
of Cantor could create or appear to create poferti#licts of interest when Mr. Lutnick is facedtivdecisions that could have 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 @éntor 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 $35.20, a 10tgearand are exercisable commencing on
December 5, 2005, subject to acceleration undéaiogerescribed circumstances. Acceleration re$idta 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
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date of June 2001 has been extended by the pamtiaeriod not to exceed two years. We refeuthgeriod as the Presentment Period.
Presentment Period operates in three month incresmeamd is subject to the right of Dynegy and \&iflis to refuse to grant an additional ti
month extension on not less than 30 days' priacaad us. In connection with the four Qualifiedrtfeals, Williams and, subject to certain
limitations, Dynegy, will be entitled to invest $R5million in shares of our Class A common stock 0% discount to the trading price of
Class A common stock determined at the time ofrtliestment in the Qualified Vertical. If we pres€ualified Vertical opportunities in
accordance with the terms of the agreements, dherédilliams or Dynegy does not invest in at Ifastr Qualified Verticals, the non-
investing entity will be required to make a $2,%90@ payment to us for each investment not madé& apmaximum of $10 million. Williams
and Dynegy have already invested in the first QigaliVertical presented to it, Tradespark.

At such time as Williams and Dynegy (or their peted affiliate assignees) have made an aggregaityéqvestment in us of an amount
equal to at least $100.0 million, valued on a tasis (and for so long as such parties maintaireostnip of equity securities having such cost
basis), Cantor will use its best efforts to cause designee jointly selected by Williams and Dyn&gie nominated to our board of directors
and to vote its shares of common equity in favosuafh designee.

In connection with the Williams and Dynegy trangarcs, 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 Dynégy a purchase price of $25.0
million. In addition, Cantor has agreed to selftwdiithe 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%iast in TradeSpark, and Cantor
made a cash investment of $4.25 million in TradelSpad agreed to contribute to TradeSpark certsdéeta relating to its voice brokerage
business in certain energy products in exchanga &8.33% interest in TradeSpark. We and Cantoretscuted an amendment to the Joint
Services Agreement in order to enable each of eagage in this business transaction. The remaBtigj7% 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 specifegdgntages of transaction revenues from
the marketplace. If a transaction is fully electecomwe receive 65% of the aggregate transactioamegs 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 provideS administrative seegito TradeSpark at cost. We and Cantor each sztedpresentation 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 is556€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. See Note 7 to our consolidateghfifal statements.

MUNICIPAL PARTNERS

In January 2002, Cantor sold the assets of thabssiknown as Municipal Partners, Inc., a munidjoald broker, to a newly formed limited
company, Municipal Partners, LLC, formed by Briaelll, a former employee of Cantor, in exchangeaf@5% special interest in Municipal
Partners LLC. Cantor had purchased substantidlyf #he assets of Municipal Partners, Inc. in 2OY0. Cantor also loaned $1,000,000 to
Municipal Partners, LLC and is entitled to disttioms equal to 5% of the gross revenues of thenlessiless the amount of our revenue share
for electronic transactions. Pending receipt ofliapple licenses by Municipal Partners, LLC, Camdoovided Municipal Partners, LLC with
interim services. In connection with the sale, Wegranted Municipal Partners LLC a non-exclusigerse to use our software and
technology to operate a municipal bond brokeraggniess; (2) will maintain our municipal bond tragliplatform and provide the software
capabilities that were in place in Cantor's murdtimpnd business (we are to be compensated foadjpgy the trading platform at cost plus a
reasonable profit or at prevailing rates, at oaceébn); (3) will provide web-hosting, technicaldacustomer support at cost plus a reasonable
fee to Municipal Partners LLC; (4) will receive 508hbgross revenues of Municipal Partners LLC wehpect to electronic transactions; and
(5) terminated existing arrangements with formexkbrs in the business (some of whom are deceasesl)gnt to which we had given them
shares of our Class A common stock valued at $10P80n exchange for promissory notes in the samauat with the result that the notes
were terminated and the shares were cancelled.aginiement is currently subject to litigation. Séem 3. Legal Proceedings."
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FREEDOM INTERNATIONAL BROKERAGE

On January 29, 2001, we and Cantor formed a linpthership to acquire 66.7% of Freedom Intermati®@rokerage. On April 4, 2001, we
contributed 310,769 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 itsnedative losses. Cantor contributed
103,588 shares of our Class A common stock asehergl partner. Cantor will be allocated all of ingted partnership's cumulative losses
and 85% of the cumulative profits. The limited parship exchanged the 414,357 shares for its 661#¥est in Freedom. In addition, we
issued warrants to purchase 400,000 shares oflaas @ common stock to provide incentives to theeBom owneparticipants other than
and Cantor to migrate to our fully electronic ptath. To the extent necessary to protect us fromadiogation of losses, Cantor is required to
provide future capital contributions to the limitpdrtnership up to an amount that would make Cantotal 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 servithsler this agreement, we are entitled to 65% ofthetronic transaction services revenues
and Freedom is entitled to 35% of the revenuesalstereceive 35% of revenues derived from all va@issisted transactions, other
miscellaneous transactions and the sale of masdtatat other information that is not incidentathe above services.

CO2E.COM, LLC

On October 11, 2002, Mitsui & Co. (U.S.A.), IncdaMB Emission Trading, Inc. (Mitsui) invested $102000 in CO2e, a Cantor subsidiary.
CO2e's purpose is to form and operate one or mecérenic trading markets for products relatedh® mitigation of greenhouse gasses and
related activities and to provide brokerage infdioraand consulting services relating to the eroisgr mitigation of greenhouse gasses and
related issues. In connection therewith, we and&€@1Rered into a Services Agreement whereby weredlive 50% of CO2e's fully
electronic revenues and 15% of CO2e's voice-asisistd open outcry revenues until December 200328 thereafter. The Services
Agreement supersedes the provisions of the Joinices Agreement with respect to CO2e transactibfitsui received 4% of the equity of
CO2e and we agreed to transfer certain intellegtagberty rights to CO2e.

UBS

On August 21, 2002, we entered into a Global Fixedme Transaction Fee Agreement (the UBS Agreemétit UBS AG and certain
named affiliates (collectively, UBS) and Cantor &#BS to execute trades electronically on our eS@iReslystem in U.S. Securities, Agency
Securities, European Government Bonds, UK Giltsadase Government Bonds and swaps of these vaeausities instruments. The UBS
Agreement has an initial term of two and one-hekling, commencing as of January 1, 2002. In addibi@uarterly participation fees to be
paid to Cantor, UBS will pay transaction fees tmtoafor each executed transaction. These feeghet be shared with us in accordance
with our Joint Services Agreement with Cantor.

In connection with the Agreement, we issued to @B&arrant to purchase 300,000 shares of our Clagsrinon stock. The warrant has a
term of 10 years and has an exercise price eq@l.%5, the market value of the underlying Classofamon stock on the date of issuance.
The warrant is fully vested and nonforfeitable, @ndxercisable nine years and six months afteisse, subject to acceleration upon the
satisfaction by UBS of its yearly commitment coratis provided for in the Agreement. We will be iming a non-cash charge equal to the
fair value of the warrant on the date of issuamdgch will be amortized over the term of the Agremmh We have also agreed to issue an
additional warrant to purchase 200,000 shares 0€tass A common stock at an exercise price equile market value of the underlying
Class A common stock on the date of issuance iB8 Agreement is renewed for another two and aieyear term.

In addition, we have provided UBS with piggybacgistration rights for the Class A common stock utyieg the warrants.
INDEMNIFICATION BY CANTOR

Although we do not expect to incur any losses wépect to pending lawsuits or supplemental allegatrelating to Cantor and Cantor's
limited partnership agreement, Cantor has agreewieamnify 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, 2002, the reveepeirchase agreements totaled $186.7
million, including accrued interest. The securitiedlateralizing the reverse repurchase agreenaatheld under a custodial arrangement at
J.P. Morgan Chase.
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CANTOR FITZGERALD RELIEF FUND

On September 12, 2002, we donated $500,000 todaheo€Fitzgerald Relief Fund (the Relief Fund) @ampection with a charity day. The
Relief Fund is a taxexempt organization established to aid the famaige victims who perished as a result of thet&aper 11 Events. M
Lutnick, our Chief Executive Officer, is one of theectors of the Relief Fund. Edie Lutnick, Mr.thick's sister, and Stuart Fraser, Cantor's
Vice Chairman, are the other directors of the Réliend.

ITEM 14. CONTROLS AND PROCEDURES

Our Chief Executive Officer and Chief Financial i0&r have concluded, based on their evaluatiorf agdate within 90 days prior to the date
of the filing of this Report, that our controls apbcedures are effective to ensure that informatémuired to be disclosed by us in the rep
filed by us under the Securities Exchange Act &41%s amended, is recorded, processed, summarizeeported within the time periods
specified in the SEC's rules and forms, and inchatdrols and procedures designed to ensure tfatriation required to be disclosed by us
in such reports is accumulated and communicateditenanagement, including our Chief Executive @ifiand Chief Financial Officer, as
appropriate to allow timely decisions regardinguiegd disclosure.

There were no significant changes in our interoati®ls or in other factors that could significardiffect these controls subsequent to the
of such evaluation.

PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, A ND REPORTS ON FORM 8-K
(a)(2) Financial Statements. See Index to Finar@tialements on page 39.

(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 BEithidesignated 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 Agre ement, dated as of December
9, 1999, by and among Cantor F itzgerald, L.P., Cantor
Fitzgerald Securities, CFFE, L LC, Cantor Fitzgerald L.L.C.,
CFPH, LLC, Cantor Fitzgerald & Co. and eSpeed, Inc.
(Incorporated by reference by Exhibit 2.1 to the
Registrant's Annual Report on Form 10-K for the year ended
December 31, 1999).

2.2 Assignment and Assumption Agre ement, dated as of, December
9, 1999 by and among Cantor Fi tzgerald International,
eSpeed Securities Internationa | Limited and Cantor
Fitzgerald International Holdi ngs, L.P. (Incorporated by
reference to Exhibit 2.2 to th e Registrant's Annual Report
on Form 10-K for the year ende d December 31, 1999).

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

3.2 Second Amended and Restated By -Laws of eSpeed, Inc.
(Incorporated by reference to Exhibit 3.2 to the
Registrant's Quarterly Report on Form 10-Q for the quarter
ended March 31, 2000).

3.3 Certificate of Designations, P references and Rights of
Series A Redeemable Convertibl e Preferred Stock of eSpeed,
Inc. (Incorporated by referenc e to Exhibit 3.3 to the
Registrant's Quarterly Report on Form 10-Q for the quarter
ended September 30, 2000).

3.4 Certificate of Designations, P references and Rights of

Series B Redeemable Convertibl
Inc. (Incorporated by referenc
Registrant's Quarterly Report
ended September 30, 2000).

e Preferred Stock of eSpeed,
e to Exhibit 3.4 to the
on Form 10-Q for the quarter
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Warrant issued to Williams Ene
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Registrant's Quarterly Report
30, 2000).

Subscription Agreement, dated
Inc., eSpeed, Inc. and Cantor
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Registrant's Quarterly Report
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regiigthas duly caused this Annual Report
on Form 10-K to be signed on its behalf by the wsideed, thereunto duly authorized, on the 31stafdyiarch, 2003.

eSPEED, INC.

By: /s/ Howard W Lutnick

Narre: Howard W Lutnick

Title: Chairman of the Board,
Chi ef Executive O ficer
and Presi dent

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 aléadments to this Annual Report, with all exhibitereto and other documents in connection
therewith, with the Securities and Exchange Comianisand he hereby ratifies and confirms all tlzad sittorney-in-fact or either of them, or
his or their substitutes, may lawfully do or cats®e done by virtue hereof.

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

SIGNATURE CAPACITY IN WHICH SIGNED DATE

/s/ Howard W. Lutnick Cha irman of the Board, March 31, 2003
Chi ef Executive Officer

Howard W. Lutnick and President

(Pr incipal Executive Officer)

IslJeffrey M. Chertoff Sen ior Vice President and Chief Financial March 31, 2003
Off icer (Principal Financial and Accounting

Jeffrey M. Chertoff Off icer)

/sl Lee Amaitis Dir ector March 31, 2003

Lee Amaitis

/sl Larry R. Carter Dir ector March 31, 2003

Larry R. Carter

/s/ John H. Dalton Dir ector March 31, 2003

Hon. John H. Dalton

/sl Stephen M. Merkel Dir ector March 31, 2003

Stephen M. Merkel

/s/ William J. Moran Dir ector March 31, 2003

William J. Moran

/sl Joseph C. Noviello Dir ector March 31, 2003

Joseph C. Noviello

/sl Albert M. Weis Dir ector March 31, 2003

Albert M. Weis
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I, Howard W. Lutnick, certify that:
1. I have reviewed this annual report on Form 16fkKSpeed, Inc.;

2. Based on my knowledge, this annual report doésantain any untrue statement of a material dacimit to state a material fact necessary
to make the statements made, in light of the cistarmces under which such statements were madmisleding with respect to the period
covered by this annual report;

3. Based on my knowledge, the financial statememid,other financial information included in thisnaial report, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this annual report;

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-14 and 15d-14) for tigésteant and have:

a. designed such disclosure controls and procedoigssure that material information relating te thgistrant, including its consolidated
subsidiaries, is made known to us by others withase entities, particularly during the period inigh this annual report is being prepared;

b. evaluated the effectiveness of the registraig&osure controls and procedures as of a datenn®0 days prior to the filing date of this
annual report (the "Evaluation Date"); and

c. presented in this annual report our conclusarmit the effectiveness of the disclosure contintsprocedures based on our evaluation as
of the Evaluation Date;

5. The registrant's other certifying officer andblve disclosed, based on our most recent evalyatidhe registrant's auditors and the audit
committee of registrant's board of directors (aispas performing the equivalent functions):

a. all significant deficiencies in the design oergiion of internal controls which could adversaffect the registrant's ability to record,
process, summarize and report financial data awe foentified for the registrant's auditors any enial weaknesses in internal controls; and

b. any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant's internal
controls; and
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6. The registrant's other certifying officer andblve indicated in this annual report whether tlwegee significant changes in internal controls

or in the other factors that could significantlyegt internal controls subsequent to the date ofwaost recent evaluation, including any
corrective actions with regard to significant diefitcies and material weaknesses.

Date: March 31, 2003

/'s/ Howard W Lutnick
Howard W Lutnick
Chai rman of the

Board, Chief Executive Oficer and
Presi dent
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I, Jeffrey M. Chertoff, certify that:
1. I have reviewed this annual report on Form 16fkKSpeed, Inc.;

2. Based on my knowledge, this annual report doésantain any untrue statement of a material dacimit to state a material fact necessary
to make the statements made, in light of the cistarmces under which such statements were madmisleding with respect to the period
covered by this annual report;

3. Based on my knowledge, the financial statememid,other financial information included in thisnaial report, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this annual report;

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-14 and 15d-14) for tigésteant and have:

a. designed such disclosure controls and procedoigssure that material information relating te thgistrant, including its consolidated
subsidiaries, is made known to us by others withase entities, particularly during the period inigh this annual report is being prepared;

b. evaluated the effectiveness of the registraig&osure controls and procedures as of a datenn®0 days prior to the filing date of this
annual report (the "Evaluation Date"); and

c. presented in this annual report our conclusarmit the effectiveness of the disclosure contintsprocedures based on our evaluation as
of the Evaluation Date;

5. The registrant's other certifying officer andblve disclosed, based on our most recent evalyatidhe registrant's auditors and the audit
committee of registrant's board of directors (aispas performing the equivalent functions):

a. all significant deficiencies in the design oergiion of internal controls which could adversaffect the registrant's ability to record,
process, summarize and report financial data awe foentified for the registrant's auditors any enial weaknesses in internal controls; and

b. any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant's internal
controls; and
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6. The registrant's other certifying officer andblve indicated in this annual report whether tlwegee significant changes in internal controls

or in the other factors that could significantlyegt internal controls subsequent to the date ofwaost recent evaluation, including any
corrective actions with regard to significant diefitcies and material weaknesses.

Date: March 31, 2003

/sl Jeffrey M Chertoff

Jeffrey M Chertoff
Seni or Vice President and Chief
Fi nancial O ficer
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Registration Rights Agreement
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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
eSpeed, LLC Delaware

TreasuryConnect LLC Delaware

nc.

Incorporation or Organization

nd Wales
Wales, Australia
ia



EXHIBIT 23

INDEPENDENT AUDITORS' CONSENT

We consent to the incorporation by reference ini®egion Statement No. 333-52154 of eSpeed, the.'{Company") on Form S-3 (relating
to the "eSpeed, Inc. 1999 Long-Term Incentive BlaRe&gistration Statement No. 333-34324 of the Camgon Form S-8 (relating to the
"eSpeed, Inc. 1999 Long-Term Incentive Plan" amd"#Bpeed, Inc. Employee Stock Purchase Plan"Ragistration Statement No. 333-
49056 of the Company on Form S-8, including Postdfive Amendment No. 1 thereto dated Februan2p®,l (relating to the "eSpeed, Inc.
Deferral Plan for Employees of Cantor Fitzgerald?.land its Affiliates), of our report dated Mag®, 2003 appearing in this Annual Report
on Form 10-K of eSpeed, Inc. for the year endedebder 31, 2002.

/sl Deloitte & Touche LLP

March 26, 2003
New Yor k, New Yor k



Exhibit 99

CERTIFICATION BY THE CHIEF EXECUTIVE OFFICER AND CH IEF FINANCIAL OFFICER
RELATING TO A PERIODIC REPORT CONTAINING FINANCIAL STATEMENTS

Each of Howard W. Lutnick, Chief Executive Officand Jeffrey M. Chertoff, Chief Financial Officef,eSpeed, Inc., a Delaware
corporation (the "Company"), hereby certifies,lte best of his knowledge, that:

(1) The Company's annual report on Form 10-K ferftbcal year ended December 31, 2002 (the "Fori")@ully complies with the
requirements of
Section 13(a) of the Securities Exchange Act 04188 amended; and

(2) The information contained in the Form 10-K liappresents, in all material respects, the findnodadition and results of operations of the
Company.

* k%
CHIEF EXECUTIVE OFFICER CHIEF F INANCIAL OFFICER
/sl Howard W. Lutnick /sl Jef frey M. Chertoff
Howard W. Lutnick Jeffrey M. Chertoff

Date: March 31, 2003 Date: M arch 31, 2003
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