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Introductory Note

We are filing this Form 10-K/A principally in ordés amend our presentation of revenues from futgteonic transactions in our financial
statements for the year ended December 31, 200¢hammkriod from March 10, 1999 to December 3191 8&cause of the involvement of
Cantor Fitzgerald and TradeSpark in our fully aleuic transactions, these transactions are coresiderbe with related parties and our
revenues should be reflected net of the fulfillmsenvices fees we have paid to Cantor FitzgeraddTaadeSpark.

The effect of this amendment is to eliminate expered $27.9 million and $3.5 million related toffillnent services fees paid by us for the
year ended December 31, 2000 and the period fronshMED, 1999 to December 31, 1999, respectivelg tameduce our revenues in eacl
those periods by an equal amount. This amendmenarwill have no effect on our net loss, netimepearnings per share or cash flows
any prior or future period.

This Form 10-K/A also amends our accounting forekassued by us to the shareholders of Municipers, Inc. by treating that issuance
as an issuance on behalf of Cantor Fitzgerald dopthe consideration paid for the purchase eftihsiness of Municipal Partners, Inc. The
impact of this change is to reduce our net lossshare for the year ended December 31, 2000 by $



PART |
ITEM 1. BUSINESS

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

OVERVIEW OF OUR BUSINESS

We are a leading provider of business-to-businkesdrenic marketplace solutions. We host and opeszlectronic marketplaces and real-time
auctions and license software to market particgp#mpough our fully-integrated network and over lifiernet. Our products enable market
participants to transact business instantaneonsiye effectively and at lower cost. In 2000, wegassed over 3 million electronic
transactions, totaling more than $32 trillion @rtsactional volume. During the past year, we adaed 35 new products to our electronic
marketplaces, entered into key software licensgrg@ments and increased our revenues by more Btape2cent. We have over 650 clients,
including the largest fixed income trading firmsldeading natural gas and electricity trading fiimshe world. We have offices in the U.S,,
Europe, Asia and Canada.

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

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

Our revenues consist primarily of transaction fee$tware licensing fees and system services ¥esdo not risk our own capital in
transactions or extend credit to market participant

Our eSpeed(sm) system is accessible to our clierasgh (1) our proprietary application programminggrface, or API, our dedicated front-
end software application, (2) via the Internet tlylo a browser interface or Java applet and

(3) front-end trading systems developed by thirdypsoftware companies. Our system runs on largéedrardware located in three data
centers in the U.S. and Europe and is distribuith@eover our global network or via the Interrfatough links to multiple, global Internet
service providers.

Additionally, our system operates a fully regulaté®. futures exchange currently known as the Gditochange(sm). This exchange is the
first fully electronic futures exchange in the UaBd serves as our platform for 1



electronic trading of a broad range of futures @it globally. The New York Board of Trade, thrbuts subsidiaries, provides clearing and
regulatory services and we provide electronic etiecwand related services for the Cantor Exchamge(€urrently, the Cantor Exchange(s
has obtained regulatory authority to operate inthed Kingdom, Denmark, Finland, France, Hong #olneland, Italy, Japan, Norway,
Portugal and in eight German states.

We market our services through the following thpasic products: eSpeed Markets(sm), eSpeed Ptiaaid(sm) and eSpeed Online(sm).

0 eSpeed Markets(sm) is a full service solution lzimng all of our proprietary software and our gabhigh-speed private network. eSpeed
Markets(sm) currently operates in some of the Ergad most complex marketplaces, and is designbd extendible to any multiple buyer,
multiple seller marketplace. eSpeed Web Markets(sfays the core features of eSpeed Markets(smoytir a complete Internet-only
distribution channel.

0 eSpeed Private Label(sm) provides a completeotded solution to our clients to enable them stritiute their branded products to their
customers through online offerings, auctions, idirig private and reverse auctions, and requestiiote capabilities.

0 eSpeed Online(sm) provides retail-based e-comenmisinesses with online access to wholesale mpakgtipants. It enables them to offer
their customers access to a variety of marketsateatraditionally available only to institutionialestors and wholesalers.

Our objective is to be the world's leading provideinteractive electronic marketplaces and relsiftivare solutions. We believe that the
scalability and extendibility of our eSpeed(sm)ewif products enable us to introduce new marksdsdéstribute products and services more
quickly, cost effectively and seamlessly than campetitors.

We commenced operations in March 1999 as a divisid@antor Fitzgerald Securities, a subsidiary ahtor Fitzgerald, L.P. Our initial foci
was the global fixed income, foreign exchange adrés and options trading markets, which we refexs the Financial Vertical. Our
relationship with Cantor, a leading global intezaler broker in the fixed income markets, has lelibs to become the leader in this electr
marketplace. In the last year, we have signifigaetipanded the types of products traded electrbyitaough our eSpeed(sm) system. Our
goal is to offer the full range of financial prodsicurrently traded in today's global markets.00@ we entered the North American energy
market with a group of leading energy industry pars. We plan to serve additional marketplaceschvhie refer to as vertical marketplaces,
including global energy, bandwidth, telecommunizas$i, chemicals, electronic components, metals #rat snarkets that can benefit from
more efficient, centralized, electronic tradingifiies. We also plan to leverage our electroniakegplace expertise and reputation to sell
software products and services directly to paréinip in these marketplaces.
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OUR INDUSTRY

Historically, the trading of products has beenrafficient process. Buying, selling or trading sityi is traditionally effected through either
(1) a central physical location, like a trading guitauction house, where market participants hawaetess the market through this central
location, (2) a broker or bilateral arrangementweitbuyer or seller or (3) several layers of middta and salesmen who assist in handling
orders. Each of these approaches is people andrtteresive, which adds to the direct and indiredtof 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. &® imansactions 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 effectea@ns of conducting business-to-business transactiomn 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 needdotual face-to-face or voice-to-voice participeneraction, 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@odVe believe the trading of commodity-like produsill 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 solutiansltie 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 psiug credit and risk management tools
and back-end processing and billing systems, akssible through our global privately managed lsgbed data network and over the
Internet. Because of the scale and adaptabiliuofsystem, our eSpeed(sm) products have applisatioross a broad range of companies,
industries and vertical marketplaces, including bnginess-to-business marketplace involving matiplyers and multiple sellers. In
addition, we license
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our software to provide a complete outsourced gmiub our clients enabling them to distribute theanded products to their customers
through online offerings and auctions, includiniygte and reverse auctions, and request-for-quagiallities. Our products enable market
participants to transact business instantaneoosiye effectively and at lower cost.

OUR TECHNOLOGY PLATFORM

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

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

0 our proprietary transaction processing softwatgch includes order matching auction enginesyfinitegrated credit and risk management
systems, pricing engines and associated middldaaktoffice operations systems;

o client interfaces ranging from Windows, Java, MNbur proprietary static library API and propristarendor access; and

o customized inventory distribution and auctiontpcols designed to be used by our clients and gaxtin their distribution and trading
systems.

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

Our eSpeed(sm) system contains a proprietary mibspoke digital network. This network uses Cisgst&ms' network architecture and is
operated by Cisco-certified engineers. Our netwgdnighspeed points of presence comprise the major bissaeagers of the world, includit
New York, London, Tokyo, Frankfurt, Paris, MilanhiCago, Los Angeles and Toronto. Altogether, we aggn22 hubs linked by over 50,0
miles of cable, over 1,000 Cisco network devicas more than 450 high capacity Sun super server€antpag Alpha super servers located
in three data centers in New York, London and Rbelizark, New Jersey. The redundant structure pEgstem provides multiple backup
paths and re-routing of data transmission if orekemf a hub fails. We believe we operate one efldingest and most robust interactive
trading network distribution systems currently peacation.

Our distribution system accepts orders and posiimgjantaneously and distributes responses, génaréd00 milliseconds. We estimate that
our network is currently running at approximatef#d of capacity.

In addition to our own network system, we also neeand distribute secure trading information frolents using the services of multiple,
major Internet service providers throughout the

-4-



world. These connections enable us to offer oudpets and services via the Internet to our globanhts.
Transaction processing software

Most of our software applications have been dewadpternally and are central to the success oe&peed(sm) 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 eaahstction. Our transaction processing software
includes verification mechanisms at various staéble execution process, which result in signifitareduced manual intervention,
decreased probability of erroneous trades and axrerate execution for clients.

eSpeed(sm) transaction engines

Our auction and transaction engines use Interabatehing(sm), our proprietary rules-based methogrocess in excess of 150 transactions
per second per auction, instrument or product. &leegines were developed to support trading itettgest capital markets in the world, si

as government bonds and futures contracts, anede diverse, fragmented and database intensivketsasuch 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 exanvpéehave added a component that allows
us to process transactions and auctions in muktipleencies simultaneously. Our transaction engise® embedded security features and an
added messaging layer to provide security from thmized use. In addition, we use encryption tdgubour clients that transact business
over the Internet.

We believe our marketplace expertise and rulesebsgstems provide incentives for clients to actiyrticipate in our marketplaces. For
example, Interactive Matching(sm) provides incesgito participate in our marketplaces by encougpganrticipants to expose their orders to
the market. In standard auctions, the incentiferiparticipants to wait until the last moment take a bid or offer. Our priority rules
encourage trading activity by giving the last sissfel active participant a time-based right oftfiefusal on the next sale or purchase. In
addition, in many markets we have structured oiairgy 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 commissionj th& 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 sdb@sed system is adaptable and, as part of oundsgsstrategy, we intend to apply it across
other non-financial markets for multiple productslaervices.

eSpeed Credit Master(sm) - credit and risk managesystems



Our credit and risk management systems are criticle operation of our electronic marketplacdsese systems (1) continuously monitor
trades of our clients to help prevent them fromeexiing their credit limits, (2) automatically prevéurther trading once a client has reached
a predetermined credit limit and (3) evaluate transangtiand calculate both individual positions and eggosure across various products
credit limits. Our proprietary credit and risk mgeanent systems can also be made available to obalgtlients to enable them to monitor
position of their traders and are integrated with grivate label systems so our global clientsmamitor the credit of their customers who
transact directly with them online. These systetogesclient data relevant to credit and risk managet, such as financial statements, credit
documents, contacts and internal analyses. Thesensy also enable our clients to make our electroairketplaces available to their
customers while maintaining control of their cusessi 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 counterpamyit exposure limits to manage the
counterparties with which they transact in reamtral counterparty markets. In these marketsigizants settle transactions directly with ot
participants. Using this module, the participaras pre-select the counterparties that they aréngitb transact with in that market. The
module displays all prices to market participaats] highlights and enables execution on pricesateafrom approved counterparties.
Additionally, the module has features that perraitheparticipant to manage the activities of itdéra on a real-time basis.

eSpeed(sm) pricing engines and analytics

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

eSpeed(sm) middle and back-office applications

Our middle and back-office applications supporacdace, settlement, tracking and reporting of sad®l provide links to outside clearing
entities. For example, in the financial markets,ougsource our fulfillment services to Cantor, whbpth parties to a trade send either cash ol
securities to Cantor and Cantor settles the tradesands each party the cash or securities duereparting and accounting systems are
designed to track and record all charges and cosionis for a trade. Our eSpeed(sm) system and pimdutomate previously paper and
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telephone-based transaction processing, confirmatial other functions, substantially improving aaducing the cost of many of our clients'
back offices, and enabling straight-through proicess

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

o0 using our application programming interface fierds to write their own software linking theirtmsrks and software applications directly
to our systems. Our application programming intfanables clients to conduct computer price upgagrogram trading and straight-
through processing;

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

o through software developed in alliances withdtparty independent software vendors.

eSPEED(sm) PRODUCTS

We market our services through the following thpeaducts: eSpeed Markets(sm), eSpeed Private Isabpf{nd eSpeed Online(sm).
eSpeed Markets(sm)

eSpeed Markets(sm) is a full service solution carimgj all of our proprietary software and our globah-speed private network. eSpeed
Markets(sm) currently operates in some of the ksirgad most complex marketplaces, and is designbd extendible to any multiple buyer,
multiple seller marketplace. eSpeed Web Markets(sffays the core features of eSpeed Markets(snt) avitomplete Internet-only
distribution channel.

eSpeed Markets(sm) enables us to operate what liegdes the only integrated network engaged irctetic trading in multiple products
and marketplaces on a global basis. We believeliedime and expense required to develop andlliedtgtronic trading networks will serve
as a significant barrier to entry.

Financial Vertical

Wholesale fixed income. The global fixed income keais the largest financial market in the worlthieTBond Market Association estimates
that in the U.S. alone, as of the second quart2060, there were over $15 trillion of fixed incoserurities outstanding with over $360
billion of volume traded daily. In the U.S. Treagsecurities market, there is reported to be o260$
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billion a day in trading just among the primary kées.and their clients. In Europe, Asia and therging markets, there were approximately
$16 trillion of fixed income securities outstandiagDecember 31, 1999. In Europe, the creatioh@Buro has manifested a market second
only to the U.S. in breadth. In Asia, the Japamgsernment bond market grew 44.6%, from $2.8 dwilloutstanding in 1997 to $4.1 trillion
outstanding in 1999. The global market for interagt swaps, interest rate options and currencpsWwad over $60 trillion in notional value
outstanding as of June 2000.

Foreign exchange. The trading of currencies imalhetary pairs represents the largest trading velomarket in the world. The Bank for
International Settlements estimates the daily veldraded in the foreign exchange markets to haea B&.97 trillion in 1999.

Futures and options. Futures and options tradimgésding financial activity throughout the wonldth contracts traded on a wide variety of
financial instruments, commodities and indexes.okding to the Futures Industry Association, Ine.2000, over 1.4 billion futures contracts
and over 1.5 billion options contracts were tratethe world's futures and options markets. Cutyemtost futures trading is still being done
on open outcry exchanges, but there has been ificigh movement towards the conversion of thesekata to electronic trading. To date,
we believe the most successful initiatives havenbeade in Europe. We believe that there is sigaifi@pportunity in the continued
conversion of these markets to electronic netwush as our own.

Limitations of the traditional financial market

While the traditional financial market facilitateading, it has significant shortcomings such asfttlowing:
o limited direct access and, therefore, many iroreshnay not receive efficient pricing;

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#iously execute multiple trades in
different, but related products;

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

The Financial Vertical contains many of Cantortgést marketplaces, including U.S. Treasury andi@geecurities, European, Japanese,
Canadian and emerging market sovereign bonds,dddSglobal corporate bonds, mortgage-backed semynhunicipal bonds, interest rate
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swaps and options, futures, options, repos and hasles. Cantor is a major facilitator and, in earases, provider of liquidity in numerous
financial products through its offices in the U.Sanada, Europe and Asia. Our eSpeed Markets(ssdygrr provides the only way to
electronically access Cantor's marketplaces. Opee® Markets(sm) product also will power the etautr platform of Freedom International
Brokerage, the leading inter-dealer broker of Carafixed income products, foreign exchanges ahédratapital products, upon the closing
of our recent alliance with Freedom, Cantor andesaxling financial institutions.

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

In our electronic marketplaces, participants malyegielectronically execute trades themselves lbboakers, who then input trade orders i
the market for them. In a fully electronic tradi stéages of the trade occur electronically. Theipigant inputs its buy or sell order
instructions directly into our electronic tradingstem using our software, a web-browser, or elaatedly through an application
programming interface or other software. Our sygpeavides to the participant, normally within 30@liseconds, an on-screen confirmation
that the participant's order has been acceptedilGineously, an electronic confirmation can be setie participant's back office and risk
system, enabling risk management capabilities &maghht-through processing for the participant. raker assisted trade is executed in
substantially the same manner as an electronie tedept that the participant telephones a braekeo, then inputs the participant's order into
our electronic marketplace system.

Energy Vertical

In September 2000, we, together with Coral Energididg (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 wholesaletplace for energy-related products and sesvic®&lorth America with both
electronic trading systems and voice brokers. Asqfeour arrangement with TradeSpark, we have é@mgnted electronic marketplaces for
natural gas, electricity, coal, weather derivatigsad emission allowances. It is the intention adaSpark to provide the full spectrum of
energy-related tradable instruments, including cagbt, forward, futures, indices and data sales.

TradeSpark unites our technology platform, accessed both a private global network and the Interaed our partners' in-depth energy
market knowledge and liquidity to bring speed, naity, efficiency and technological leadershighe energy trading market.

Since inception, over 120 companies, including nebsthe major energy trading firms in North Ameritave traded using TradeSpark. We
effected over 12,500 transactions comprising over
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$16 billion of transaction volume since TradeSpamteption. Gas Daily reports that the TradeSparkners, together with Dynegy and
Entergy, traded approximately 32.8 billion cubietfef natural gas per day and Power Markets Wegdrte that these companies traded 403
million megawatt hours of electricity during 200these companies estimate they traded roughly 2088 ghs and power traded in North
America during the last quarter of 2000. ForreBtesearch predicts that, by 2004, online salestofalagas will total $166 billion,
representing 25% of all natural gas sales, anchemsiales of electricity will total $101 billion, @d% of all electricity sales.

Limitations affecting the traditional energy market

The traditional voice-brokered energy marketplaae tbeen fraught with inefficiencies, including thek of real-time price information, small
pools of liquidity, high transaction costs and peohs associated with executing trades in a fastimgowarket. More recently, credit has
become a major issue to the market participantausecof massive price fluctuations caused by varstates' approaches to deregulation, the
lack of a liquid hedging market and limited riskmagement tools. While there have been a handfeleatronic systems and single dealer
platforms initiated over the past three years, eleelse that none have unbiased information abdoéprand enough products or liquidity to
give companies exchange-like execution in the gnararketplace.

Our Energy Vertical solution

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

Designed to bring marketplace efficiency to thergpenarkets, TradeSpark is fully operational angkays approximately 50 brokerage
personnel with access to eSpeed's electronic tygdatform. TradeSpark offers three possible paifitaccess to one pool of liquidity: over
the Internet, through eSpeed's private networktaraligh TradeSpark voice brokers.

eSpeed Private Label(sm)

eSpeed Private Label(sm) provides a complete orgsdisolution to our clients, enabling them toribstte their branded products to their
customers through online offerings and auctiondutting private and reverse auctions, and requesiniote capabilities. Our eSpeed Private
Label(sm) product takes advantage of the scalgapiléxibility and functionality of our eSpeed(ssystem to allow our clients to quickly
create online connectivity to their customers.

We have signed private label agreements with \ésiltarkets, Sanwa Securities and the Federal Horaa Bank. Visible Markets is the fir
browser-based auction marketplace for mortgagedshskcurities, asset-backed securities and invaesgnade corporate bonds. eSpeed
Private
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Label(sm) will supplement Visible Markets' existiogline, auction-based marketplace for less lidixied income products. Sanwa Securities
is the securities subsidiary of Sanwa Bank, orth@fargest financial institutions in Japan. Weetghat the first product that Sanwa will
transact with its customers through our real-tisehhology platform will be Japanese government bomtle Federal Home Loan Bank is a
U.S. Government sponsored enterprise and one ddutest issuers in the global short-term securiti@arket. Our electronic auction- based
technology will power the Federal Home Loan Bapkisary discount note auctions.

eSpeed Online(sm)

eSpeed Online(sm) provides retail-based e-comnimrs@esses with online access to wholesale magktitipants. It enables these online
businesses to offer their customers access toietyarf markets that are traditionally availabldyoto institutional investors and wholesalers.
eSpeed Online(sm) also links to middle and baclc®ffystems, providing a complete end-to-end retdiltion for trade execution, risk
management, processing and billing. To date, we B&yned agreements with 13 online brokers, inoly@&iB Watley, Bondpage.com,
Charles Schwab, Firstrade Securities, MostActives,dMr. Stock, Muriel Siebert, myTrack, Scot Tra8efton Online, The Net Investor,
Tradescape and WebStreet Securities. On Januafp2, Charles Schwab & Co. introduced U.S. Treaswand Agency securities to its
customer base through eSpeed Online(sm).

Technological advances have created new and insk@emeans for individual investors to directly @ss markets online and participate in
the securities markets. According to Forrester Re$e the number of active online accounts gremfapproximately 1.5 million at the end
of 1996 to over 8.6 million at the end of 1999,remgenting $806.0 billion in assets. Despite thevgfian online accounts and access to public
equity markets, there has been very limited acirs®tail Internet trading in fixed income secig$, futures, options and other wholesale
financial instruments at cost-effective pricing apdeads. We believe that the emergence of eléctnaarketplaces that promote greater
liquidity, enhanced access and more efficient pgavill increase trading among retail investoréimancial and other products other than
equities. We believe that companies will increalyirsgek an outsourced solution to distribute tpeaducts electronically.

OUR GROWTH STRATEGY

Our objective is to be the world's leading provideinteractive electronic marketplaces and rels@ftivare solutions to a broad range of
industries and vertical marketplaces. We believeareextend our expertise in the creation of irtat@pus electronic marketplaces to a b
range of products and services. Our growth strategghieve this objective includes the followireylelements:

Expand system functionality and develop new proglusstftware and services for our existing finanarad energy markets
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We plan to continue to expand the types of findneiaergy and other products traded in our markegd both in the United States and
abroad. Our goal is to include in our electroniakegplaces the full range of products, includingufes, options and other derivatives of these
products, that are currently traded in today's m@riworldwide. In addition, we plan to develop saiite and services to add new methods to
effect transactions in these products. We expettdtr traditional client base will begin to tratkw products as we develop electronic
marketplaces for them, and we intend to continusotovert existing clients to our fully electroniagorm.

Leverage our eSpeed(sm) system for use in a witgeraf additional business- to-business marketdsrahdbstries

Because of the scale of our system and its eaadagitability, we believe our eSpeed(sm) systenappBcations across a broad range of
products, including Interndiased marketplaces for a wide array of goods amites, particularly those involving multiple bugeand seller:
As evidenced by the formation of TradeSpark, wensek positioned to leverage the significant caats efforts that have been incurred
developing our eSpeed(sm) system to quickly crelgietronic markets in a wide range of products.plé@ to serve additional marketplaces,
including global energy, bandwidth, telecommunioasi, chemicals, electronic components, metals #ret snarkets that can benefit from
more efficient, centralized, electronic tradingifities.

License our software to provide a broad range aketgarticipants with an outsourced solution foliree 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 request-for-quote capabilities. Wieeleadedicated sales force that focuses on
licensing our software solutions to existing and/rdients.

Pursue strategic alliances and acquisitions

We are continually exploring opportunities to maienour growth, including acquisitions, stratedi@aces, joint ventures, private
placements, recapitalizations or any combinatiothefforegoing, to expand our vertical markets gewerate future growth. We are seeking
to enter into joint ventures and other stratediamtes to create liquidity in new and existinggwot markets, and to attract new participan
trade those products. We have employed this siraegur recent formation of TradeSpark and ouaatie with Freedom.

OUR CLIENTS

Our clients in the Financial Vertical include ban#tealers, brokers and other wholesale marketgyaaitits, over 500 of which currently
participate in our electronic marketplaces, inahgdihe 25 largest bond trading firms in the wodsljdentified by Euromoney Magazine. Our
clients in the Energy Vertical include energy treglcompanies, utilities and other wholesale market
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participants, over 120 of which currently partidg@ our electronic marketplace, including leadiayth American energy trading
companies.

We are providing wholesale and retail investoreasdo the electronic marketplaces and brokerdgedeservices supported by our eSpeed
(sm) system. We expect that a significant portibaw clients who use brokers will migrate to fudliectronic access over the coming years.
We also expect to add clients for our eSpeed Rrikabel(sm) product from a wide variety of industtiWe further intend to provide third
parties with the infrastructure, including systesmsninistration, internal network support and ogerst and disaster recovery services, that is
critical to providing fully electronic marketplacasa wide variety of products. Other than Cantar client of ours accounts for more 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 rehatiips through a variety of direct marketing anldsanitiatives and build and enhance
brand image through marketing campaigns targetaddaterse audience, including traders, potentaners and the investor and press
communities. We market to our existing and prospecetail clients through a variety of co-markefico-branding initiatives with our onlir
partners. We have designed our sales and marleffioigs to promote brand awareness and educataunlience regarding the nature of our
electronic marketplaces, products and servicestmnddvantages associated with the automatioradiiniy activities. We have a team of over
60 sales and marketing personnel globally.

Additionally, our senior management and our corfdevelopment staff actively work to establisktgic relationships, develop new
markets for our technology and structure and excicivestments and acquisitions. They promote eSaeeahferences, conventions, events
and speaking engagements that advance both ourdlegy and our brand name. In many cases, thesgentents are focused within
specific vertical markets that we intend to devetohe future. All of these efforts are intendedehhance our image, profile and profitabil

SOFTWARE DEVELOPMENT

We devote substantial efforts to the developmedtiamprovement of our electronic marketplaces acehnlised 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 developmetnategic partnering, acquisitions and
licensing. We have approximately 400 technologyfgesionals, of which 225 persons are software dgess. Our technology team's
objective is to develop new products and servinegder to provide superior electronic marketplagkeitions to our clients. We also focus
efforts on enhancing our Internet interfaces tdlifate real-time markets and comply with the starinternet security protocol and future
security protocols in order to capitalize on theedlepment of new commercial marketplaces. We angimoing to develop new marketplaces
and products using our internally
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developed application software. In addition, weéhborged strategic alliances with third-party indegent software vendors through which
we will work to develop sophisticated, front-engbgations and products.

COMPETITION

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

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

The electronic marketplace solutions we provideunclients enable them to expand the range ofanthey 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 marketplackigons to compete with these clients in otherdpiai transactions.

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

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 faraeally trading select items such as
fixed income instruments. Two patents relate tixedfincome portfolio index processor. One patetdtes to a system for shared remote
access of multiple application programs by one oraxtomputers. Foreign counterpart applicationséone of these U.S. patents have been
filed. The licenses are exclusive, except in thenéthat we do not seek to or are unable to prowideantor any requested services covere
the patents and Cantor elects not to require ds .

We also have an agreement to license several pghd# patent applications relating to various pHspects of our electronic trading
systems, including both functional and design atsp&¢e have filed a number of patent applicationfitther protect our proprietary
technology and innovations in the past six months.
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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 is ead enforceable, or that any of these patentddami be infringed by a third party
competing or seeking to compete with our business.

EMPLOYEES

As of December 31, 2000, we had 493 employeesgfivegnom are our executive officers. None of theswloyees is represented by a union.
We believe that we have good relations with our leyges.

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
Because we have a limited operating history, yoy nw be able to accurately evaluate us.

We have had limited operations to date and, asudtrave have a limited operating history upon whic evaluate the merits of investing in
our Class A common stock. As an early stage compaaare subject to risks, expenses and difficuigsociated with implementing our
business plan that are not typically encounterethbge mature companies. In particular, our prospar subject to risks, expenses and
uncertainties encountered by companies in the melwrapidly evolving market for electronic commepreducts and services. These risks
include our failure or inability to:

o0 provide services to our clients that are reliaid cost-effective;

o expand our sales structure and marketing programs

0 increase awareness of our brand or market positjp

o respond to technological developments or sewffegings by competitors; and

o expand into other non-financial markets.

We may not be able to implement our business planessfully, or at all.

We expect to continue to incur losses and geneegative cash flow from operations.

Since our inception through December 31, 2000, awelsustained a cumulative net loss of approxim&eB.0 million. We expect that we
will continue to incur losses and generate negatash flow from operations for at least the firalf lof 2001 as we continue to develop
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our systems and infrastructure and expand our lmegahnition and client base through increased etamty efforts.

If we do not expand the use of our electronic systeor if our clients do not use our marketplaaeseovices, our revenues and profitability
will be adversely affected.

The use of electronic marketplaces is relatively.rnehe success of our business plan depends, ingmaour ability to maintain and expand
the network of brokers, dealers, banks and otheanfial institutions that use our interactive elemic marketplaces. We cannot assure you
that we will be able to continue to expand ouricaitmarketplaces, or that we will be able to rethie current participants in our
marketplaces. None of our agreements with markeicp@nts require them to use our electronic mglkees.

If we are unable to enter into additional marketamgl strategic alliances or our current stratellj@nges are not successful, we may not
generate increased trading in our electronic mplt&egs.

We expect to continue to enter into strategic atless with other market participants, such as rbtakers, exchanges, energy companies,
communication companies, market makers, consatéayinghouses, major market participants and @lolgy companies, in order to
increase client access to and use of our electroai&etplaces. We cannot assure you that we wiilide to continue to enter into these
strategic alliances on terms that are favorablest®r at all. In addition, we cannot assure y@u thur current strategic alliances will be
successful. The success of our current and fualationships will depend on the amount of increasading in our electronic marketplaces
the customers of these strategic alliance partidesse arrangements may not generate the expaatggen of new clients or increased
trading volume we are seeking.

To increase awareness of our electronic marketplage may need to incur significant marketing exgasn

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

If we experience computer systems failures or dapaonstraints, our ability to conduct our opevas 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 replacementHis
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technology in a timely and cost- effective manneutld have a material adverse effect on our atititponduct our operations.

We also rely and expect to rely on third partiesviarious computer and communications systems, asathlephone companies, online ser
providers, data processors, clearance organizagiotisoftware and hardware vendors. Our systentkpse of our thirgearty providers, ma
fail or operate slowly, causing one or more offihllowing:

0 unanticipated disruptions in service to our dben

o slower response times;

o delays in our clients' trade execution;

o failed settlement of trades;

o incomplete or inaccurate accounting, recordingrocessing of trades;
o financial losses;

o litigation or other client claims; and

o regulatory sanctions.

We cannot assure you that we will not experienctesys failures from power or telecommunicationkifaj acts of God or war, human error,
natural disasters, fire, power loss, sabotage Weel or software malfunctions or defects, compuvitises, intentional acts of vandalism and
similar events. Any system failure that causeséeriuption in service or decreases the responssgeaf our service, including failures
caused by client error or misuse of our systemsldodamage our reputation, business and brand name.

If we do not effectively manage our growth, ourstixig personnel and systems may be strained andusimess may not operate efficiently.

In order to execute our business plan, we must gignificantly. This growth will place significastrain on our personnel, management
systems and resources. We expect that the numioerr @mployees, including technical and managenesmei-employees, may continue to
increase for the foreseeable future. We must coetiao improve our operational and financial systamd managerial controls and
procedures, and we will need to continue to expaath and manage our technical workforce. We nalsgi maintain close coordination
among our technical, compliance, accounting, fieantarketing and sales organizations. We cannatagsu that we will manage our
growth effectively, and failure to do so could résm our business operating inefficiently.
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We operate in a rapidly evolving business envirommié we are unable to adapt our business effelgtito keep pace with these changes, our
operations will be adversely affected.

The pace of change in our market is extremely rapjkrating 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 technologiteanges, we may not be able to compete effegtivel

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

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

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

o respond to technological advances and 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 texdtbgies may require us to devote substantial ressuto modify and adapt our services.
We cannot assure you that we will successfully eam@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 mamamnt and employees who possess specialized nkaudwetedge and technology skills,
we may not be able to manage our operations effdgtor develop new electronic marketplaces.

Our future success depends, in significant parthercontinued service of Howard Lutnick, our Chrein and Chief Executive Officer,
Frederick Varacchi, our President and Chief Opega®fficer, and our other executive officers anchagers and sales and technical
personnel who possess extensive knowledge anddiegynskills in our markets. We cannot assure yai tve would be able to find an
appropriate replacement for Mr. Lutnick or Mr. Veehi if the need
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should arise. Any loss or interruption of Mr. Lutkiis or Mr. Varacchi's services could result in mability to manage our operations
effectively and/or develop new electronic marketpk We have not entered into employment agreemétit@nd we do not have "key
person" life insurance policies on any of our exieuofficers or other personnel. All of the mengef our senior management team are also
officers, partners or key employees of Cantor. Assalt, they dedicate only a portion of their pasfional efforts to our business and
operations. We cannot assure you that the time thessons devote to our business and operatidhs fiuture will be adequate and that we
will not experience an adverse effect on our op@natdue to the demands placed on our managenanthig their other professional
obligations. We intend to strive to provide highality services that will allow us to establish andintain long-term relationships with our
clients. Our ability to do so will depend, in langart, upon the individual employees who repressrit our dealings with clients. The market
for qualified programmers, technicians and salesqus is extremely competitive and has grown mori@ secent periods as electronic
commerce has experienced growth. We cannot aseurthgt we will be successful in our efforts tortecand retain the required personnel.

If Cantor or we are unable to protect the intellatproperty rights we license from Cantor or oo, ability to operate electronic
marketplaces may be materially adversely affected.

Our business is dependent on proprietary technaogyother intellectual property rights. We license patented technology from Cantor.
The license arrangement is exclusive, except iretteat that (1) we are unwilling to provide to Gardny requested services covered by the
patents with respect to a marketplace and Can¢gtsehot to require us to do so, or we are unahbpedvide such services or (2) we do not
exercise our right of first refusal to provide tar@or electronic brokerage services with respeatrarketplace, in which case Cantor retains
a limited right to use the patents and patent apfitins solely in connection with the operationhaft marketplace. We cannot guarantee that
the concepts which are the subject of the paterdpatent applications covered by the license f@antor are patentable or that issued
patents are or will be valid and enforceable. Wipattents are granted in the U.S., we can give siorasce that equivalent patents will be
granted in Europe or elsewhere, as a result ofrdiffces in local laws affecting patentability aatidity. Moreover, we cannot guarantee that
Cantor's issued patents are valid and enforceabthat third parties competing or intending to pate with us will not infringe any of these
patents. Despite precautions we or Cantor has takeray take to protect our intellectual propeigyts, it is possible that third parties may
copy or otherwise obtain and use our proprietaciiielogy without authorization. It is also possitiiat third parties may independently
develop technologies similar to ours. It may béidift for us to monitor unauthorized use of ouojrietary technology and intellectual
property rights. We cannot assure you that thesstephave taken will prevent misappropriation af ehnology or intellectual property
rights.

We use our eSpeed(sm) service mark for the serdiessibed herein and have registered that semvégk in a number of jurisdictions arot
the world. Although several existing third-partgistrations and applications for trademarks andisemarks consisting of designations
similar to ours in certain countries have comeght| they are for goods and services that aredifferent type from those being offered
under our eSpeed(sm) service mark. Although waare
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presently aware of any third-party objections to ase or registration of our eSpeed(sm) servic&kirimathese countries, and believe we could
defend against any third-party claims assertetiése countries, such registrations and applicationkl potentially affect the registration,
and/or limit our use, of our eSpeed(sm) serviceknmathese countries, thereby requiring us to admopk use another service mark for our
services in such countries.

If it becomes necessary to protect or defend detléctual property rights, we may have to resoitdstly litigation.

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

If our software licenses from third parties arertrated, our ability to operate our business magnheerially adversely affected.

We license software from third parties, much ofethis integral to our systems and our businessli€breses are terminable if we breach our
obligations under the license agreements. If arthede relationships were terminated or if anyhese third parties were to cease doing
business, we may be forced to spend significarg imd money to replace the licensed software. Hewewe cannot assure you that the
necessary replacements will be available on reddetarms, if at all.

If the strength of our domain names is diluted,uhkeie of our proprietary rights may decrease.

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

If we infringe on patent rights or copyrights ohets, we could become involved in costly litigation

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

-20-



and market the services from the holders of thergator to redesign the products or services ih aupay as to avoid infringing on the patent
claims, which could limit the manner in which wendaict our operations.

Due to intense competition, our market share amahftial 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 oppitigsmmore 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.

We believe that we may also face competition frangé computer software companies, media and tesgypalompanies and some securities
brokerage firms that are currently our clientsadidition, Market Data Corporation, which is contedlby Iris Cantor and Rodney Fisher, has
technology for electronic trading systems thaprdvided to our competitors in the wholesale mankagt be of substantial assistance to them
in competing with us. Iris Cantor and Rodney Fisler limited partners of Cantor.

The number of businesses providing Internet-baiseahial and non-financial services is rapidly girogy 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.
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In the event we extend the application of our latéive Matching(sm) technology to conducting oiilfeating auctions of consumer goods
services over the Internet, we expect to compette lndth online and traditional sellers of thesedpiis and services. The market for selling
products and services over the Internet is newdhapvolving and intensely competitive. Currentlarew competitors can launch new site

a relatively low cost. We expect we will potentjatlompete with a variety of companies with respeeach product or service we offer. We
may face competition from a number of other largernnet companies that have expertise in developitige commerce and in facilitating
Internet traffic, which could choose to competehwis either directly or indirectly through affiliahs with other e-commerce companies. We
cannot assure you that we will be able to compiéetesely with such companies.

Because some of our clients have developed electi@uing networks, we compete with them in aspe€iour business.

Consortia owned by some of our clients have dewsladectronic trading networks. Such consortia cetepvith us and our electronic
marketplaces in some areas of our business anadomagete with us in other areas in the future.

If we experience low trading volume in productsr, profitability could suffer.

We have experienced significant fluctuations inahgregate trading volume of products being tradexlir 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 sicanit fluctuations in our profitability when theatling volumes are low.

If adverse economic and political conditions oceuhstantial declines in the U.S. and global fif@rmservices markets may result and our
profitability could suffer.

The global financial services business is, by @&sire, 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 eveniislhave a material adverse effect on our prdfitgbThese factors include:

0 economic and political conditions in the U.S. afskwhere in the world;

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
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o currency values.
Because there is less U.S. Treasury debt outsignimading in our marketplaces may decline.

Our business is highly dependent upon the volunmnils being traded through our eSpeed(sm) sy#teithe U.S. reduces its outstanding
Treasury debt, there may be a decline in the voloht®S. Treasury securities traded through ouree8fsm) system.

Because we expect to continue to expand our opegtiutside North America, we may face special eacon and regulatory challenges that
we may not be able to meet.

We operate electronic marketplaces throughout Euamgl Asia and we plan to further expand our ofmerathroughout these regions and
other regions in the future. There are certainsriskerent in doing business in international mikgarticularly 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 dutiregsummer months; and

o potentially adverse tax consequences.

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, rulesemqudations relating to any aspect of the seasitiusiness, including sales methods,
capital structure, record-keeping, broker-dealer @mployee registration requirements and the cdrmafuttirectors, 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 céisese are no laws, regulations, judicial decisiongovernmental interpretations that
clearly resolve these issues. This uncertainty athersely affect our ability to use the Interne¢xpand our international operations, and
creates
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the risk that we could be subject to disciplinaapctions or other penalties for failure to compiytwapplicable laws or regulations.
As we enter new markets, we may not be able toessfelly adapt our technology and marketing stsafeguse in those markets.

We are leveraging our eSpeed(sm) system to entenrarkets. We cannot assure you that we will be &dbsuccessfully adapt our
proprietary software, electronic distribution netigand technology for use in other markets. E¥@reido adapt our software, networks and
technology, we cannot assure you that we will He &battract clients and compete successfullyninsuch new markets. We cannot assure
you that our marketing efforts or our pursuit of arfi these opportunities will be successful. Ifdhefforts are not successful, we may re¢
less than expected earnings, which in turn coudditén a decrease in the market value of our Cdasesmmon stock. Furthermore, these
efforts may divert management attention or ineéintly utilize our resources. We intend to creagetebnic marketplaces for many vertical
markets and extend into others, but there is noagiiee that we will be able to do so.

If we acquire other companies, we may not be abietegrate their operations effectively.

Our business strategy contemplates expansion thriegacquisition 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 ofuaiegl 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 gaarnand other regulation, we may face restrictisitis respect to the way we conduct our
operations.

The Securities and Exchange Commission, NASD Réguladnc., Commodity Futures Trading Commissiod ather agencies extensively
regulate the U.S. financial industry. Our interoatl operations may become subject to similar eguis in specific jurisdictions. In
addition, our activities in the Energy Vertical mag subject to regulation by the Federal Energy
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Regulatory Commission under the Federal Power @ettain of our U.S. subsidiaries are required tmgly strictly with the rules and
regulations of these agencies. As a matter of pyddiicy, these regulatory bodies are responsieadfeguarding the integrity of the
securities and other financial markets and pratgdtie interests of investors in those markets.tMspects of our U.S. broker-dealer
subsidiaries are highly regulated, including:

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 retentionquores;

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 sasctiwluding revocation of registration as a bredtealer. Changes in laws or regulations or
in governmental policies could have a material aslveffect on the conduct of our business. 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 acidry these agencies.

The products and services we offer through ourtelaic marketplaces are likely to be regulateddxjefal, state and foreign governments.
Our ability to provide such services will be afietttby these regulations. In addition, as we exgamdusiness to other vertical markets, it is
likely that we will be subject to additional fedkrstate 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 withapatal requirements, we may not be able to engagperations that require significant
capital.

The Securities and Exchange Commission, CommodityrEs Trading Commission and various other regofedigencies have stringent rt
and regulations with respect to the maintenanapetific levels of net capital by regulated companNet capital, which is assets minus
liabilities, is the net worth of a broker or dealess deductions for certain types of assetsfithafails to maintain the required net capital, i
may be subject to suspension or revocation of iegisn by the Securities and Exchange Commissid@ammmodity Futures Trading
Commission, and suspension or expulsion by thegdatrs could ultimately lead to the firm's
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liquidation. If these net capital rules are changedxpanded, or if there is an unusually largeghagainst net capital, operations that rec
the intensive use of capital would be limited. Alear ability to withdraw capital from broker- deakubsidiaries could be restricted, which in
turn could limit our ability to pay dividends, rgpdebt and redeem or purchase shares of our odistpstock. A large operating loss or
charge against net capital could adversely affectability to expand or even maintain our presemtls of business, which could have a
material adverse effect on our business. In additie may become subject to net capital requiresnerforeign jurisdictions.

Because we offer access to some of our marketptaamdine retail brokers and others, we are suligedsks relating to uncertainty in the
regulation of the Internet.

There are currently few laws or regulations tha&cscally regulate communications or commercetwnlnternet. However, laws and
regulations may be adopted in the future that asddissues such as user privacy, pricing, taxatidrltae characteristics and quality of
products and services. For example, the Teleconations Act sought to prohibit transmitting varigypes of information and content over
the Internet. Several telecommunications compémaes petitioned the Federal Communications Comoniss 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 trattisigitiata 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 adversélect our business.

Because brokerage services involve substantiad ofkability, we may become subject to risksithtion.

Many aspects of our business, and the businesses dfients, involve substantial risks of liahjliDissatisfied clients frequently make cla
regarding quality of trade execution, improperlitled trades, mismanagement or even fraud 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.

If we cannot deter employee misconduct, we mayarmbd.
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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, type of conduct could result in unknown and unagged risks or losses. Employee
misconduct could also involve the improper usearffitlential 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 prevahtetect this activity may not be
effective in all cases.

Because our business is developing, we cannotqiredi future capital needs or our ability to secadditional financing.

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

o0 increase the regulatory net capital necessasygport our operations;

0 support more rapid growth in our business;

o develop new or enhanced services and products;

o respond to competitive pressures;

0 acquire complementary technologies;

0 enter into strategic alliances;

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

o respond to unanticipated requirements.

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

The market price of our Class A common stock magtélate and future sales of our shares could aglyeaffect the market price of our Cli
A common stock.

The market price of our Class A common stock magtiiate widely, depending upon many factors, inclg@ur perceived prospects and the
prospects of the financial and other businesusiness marketplaces in general, differences legtwar actual financial and operating res
and those expected by investors and analysts, eBan@gnalysts' recommendations or
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projections, seasonality, changes in general vialusfor Internet and e-commerce-related compantemges in general economic or market
conditions and broad market fluctuations.

Future sales of our shares also could adversedgtatfie 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 Ricquisitions, strategic alliances or
otherwise, the market price of our Class A comntookscould decline significantly. Moreover, the p&ption in the public market that these
stockholders might sell shares of Class A commookstould depress the market price of our Classraon stock.

We have registered under the Securities Act 100880shares of our Class A common stock, whicheserved for issuance upon exercise of
options granted under our stock option plan. Smaeboard of directors has determined, subjectackfiolder approval, to increase the
amount of shares available for issuance undertoak ®ption plan, we will likely register additionshares. In addition, if we increase our
total outstanding shares of common stock, we wiister additional shares of Class A common stodkat the stock available for issuance
under our stock option plan will be registered. ®negistered, these shares can be sold in thecpuhliket upon issuance, subject to
restrictions under the securities laws applicableesales by affiliates. In addition, we have rieged under the Securities Act 425,000 shares
of our Class A common stock issuable under ourkgpacchase plan. We also will be issuing new shafesir Class A common stock in
connection with our matching program for our 404glgn. The maximum number of new shares we wilsbaing in connection with our 401
(k) plan is $3,000 worth per employee per year.

On June 9, 2001, approximately 2.9 million sharfesup Class A common stock that have been disteithtd partners of Cantor as part of a
deferred stock distribution by Cantor will becontigible for sale in the public market, subject wwme, manner of sale and other applicable
restrictions, under Rule

144. Approximately 750,000 of these shares areestibp a 90 day lock-up agreement with the undéevgiof a proposed public offering by
us and certain selling stockholders of shares ofddass A common stock.

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

RISKS RELATED TO OUR RELATIONSHIP WITH CANTOR

Because we currently depend on Cantor's businesstsewhich adversely affect Cantor's business Imaag a material adverse effect on our
revenues.

Since inception, we have recognized substantidlligf @ur revenues in connection with our relatibipswith Cantor. Consequently, any
events which adversely affect Cantor's businesgperating results could have a material adverszedin our most significant source of
revenues.
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We are a general creditor of Cantor to the extesitthere are transaction revenues and systentededs owing to us from Cantor. Events
that adversely affect Cantor's financial positiod ability to remit our share of transaction reveniand system service fees could have a
material adverse effect on our revenues.

Conflicts of interest and competition with Cantoayrarise.

Various conflicts of interest between us and Cantay arise in the future in a number of areasirglab our past and ongoing relationships,
including competitive business activities, poterdiequisitions of businesses or properties, thetiele of new directors, payment of dividen
incurrence of indebtedness, tax matters, finamziaimitments, marketing functions, indemnity arrangats, service arrangements, issuances
of our capital stock, sales or distributions by tainf its shares of our common stock and the éseidazy Cantor of control over our
management and affairs. Our Joint Services Agreemigim Cantor provides that, in some circumstan@ssjtor can unilaterally determine
commissions that will be charged to clients foeefing trades in marketplaces in which we collatmvéth Cantor. The determination of the
nature of commissions charged to clients doesffettehe allocation of revenues that Cantor andshere with respect to those transactions.
However, in circumstances in which Cantor determiteecharge clients lower commissions, the amdattwe receive in respect of our sh

of the commissions will be correspondingly decrdagemajority of our directors and officers alsovaeas directors and/or officers of Can
Simultaneous service as an eSpeed director oeoffiad service as a director or officer, or statia partner, of Cantor could create, or af

to create, potential conflicts of interest whentsdizectors, officers and/or partners are faceth @écisions that could have different
implications for us and for Cantor. Mr. Lutnick,ra@hairman and Chief Executive Officer, is the ssiteckholder of the managing general
partner of Cantor. As a result, Mr. Lutnick contr@antor. As of February 8, 2001, Mr. Lutnick coiied approximately 95.3% of the
combined voting power of all classes of our votshgck. Mr. Lutnick's simultaneous service as ouai€han and Chief Executive Officer and
his control of Cantor could create or appear tater@otential conflicts of interest when Mr. Lutais faced with decisions that could have
different implications for us and for Cantor.

Because our Joint Services Agreement with Canteahgerpetual term and contains non-competitiomigians and restrictions on our ability
to pursue strategic transactions, this agreemeptb@eome burdensome to our business.

Although Cantor has agreed, subject to certain itiong, not to compete with us in providing eleciimbrokerage 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 relédealr electronic brokerage services, sets fdrthaingoing revenue sharing arrangements
between Cantor and us and subjects us and Camontcompetition obligations. The Joint Servicese®&gnent precludes us from entering
into lines of business in which Cantor now or ie fbiture may engage, or providing, or assistingtaimg party in providing, voice-assisted
brokerage services, clearance, settlement andirhgfit services and related services, except ulmdéed
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circumstances. Although we believe Cantor has angpto form, acquire or commence any other operasamilar to ours, the Joint Services
Agreement permits Cantor to perform, in limiteccoimstances, electronic brokerage operations. litiaddthe Joint Services Agreement
imposes limitations on our ability to pursue stgatealliances, joint ventures, partnerships, bussrmmbinations, acquisitions and similar
transactions. Because the Joint Services Agreehaasna perpetual term, even in the event of a brieadme of the parties, and does not
provide for modification under its terms, this agrent may become burdensome for us, may distrdobvmsfocusing on our internal
operations, may deter or discourage a takeoveunt@mpany and may limit our ability to expand operations.

Because agreements between us and Cantor areenesthit of arm's-length negotiations, we may rezwer commissions from, and pay
higher service fees to, Cantor than we would watpect to third party service providers.

In connection with the formation transactions, w&eeed into Assignment and Assumption Agreememtg\@ministrative Services
Agreement, a Joint Services Agreement and sevral agreements with Cantor relating to the provisif services to each other and third
parties. These agreements are not the result ¢§-fngth negotiations because Cantor owns and csnislAs a result, the prices charge
us or by us for services provided under the 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 ogeaasiets provided by third parties to Cantor, \ag not have recourse against those t
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 tleeagnts between Cantor and third-party vendordd ceault in serious interruptions of
our operations.

Our reputation may be affected by actions take@agtor 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 senacessecurities-related activities. Actions takendnd events involving, Cantor or these
related companies which are perceived negativethbysecurities markets, or the public generathyla 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
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marketplaces, could impair Cantor's ability to perf its obligations under the Joint Services Agreetnthe Administrative Services
Agreement and other agreements Cantor enters ittiane and could cause Cantor to liquidate investsyéncluding by selling or otherwise
transferring shares of our common stock.

If we become subject to litigation and other lggaiceedings, we may be harmed.

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

or otherwise adversely affect us. See note 4 ohdtes to our consolidated financial statements.

RISKS RELATED TO E-COMMERCE AND THE INTERNET
If electronic marketplaces do not continue to gres,will not be able to achieve our business objest

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 aamceptof the use of electronic markets
will continue.

If e-commerce and Internet usage does not contmmgeow, we will not be able to achieve our businelsjectives.

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 coneng@ recent phenomenon and is subject to a bigh of 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;
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o inconsistent quality of service; and
o lack of availability of cost-effective, high-spmkservice.

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 infrastructurehkse outages or delays occur frequently, useedlfntiernet as a commercial or business
medium could grow more slowly or decline. Evemifdrnet usage continues to grow, online tradinpénwholesale securities markets, an
particular the fixed income securities and futuregkets, may not be accepted by our clients. Tdusdcnegatively affect the growth of our
business.

Our networks and those of our third-party servicevjalers may be vulnerable to security risks, whiohld make our clients hesitant to use
our electronic marketplaces.

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

RISKS RELATED TO OUR CAPITAL STRUCTURE

Because the voting control of our common stocloiscentrated among the holders of our Class B constank, the market price of our Cl:
A common stock may be adversely affected by digparating rights.

As of February 8, 2001, Cantor beneficially ownegraximately 95.2% of the combined voting poweabftlasses of our voting stock. As
long as Cantor beneficially owns a majority of tuenbined voting power of our common stock, it wadive the ability, without the consent of
the public stockholders, to elect all of the mermsh#rour board of directors and to control our ngemaent and affairs. In addition, it will be
able to determine the outcome of matters submittedvote of our stockholders for approval and bélable to cause or prevent a change in
control of our company. In certain circumstanchks,ghares of our Class B common stock issued tto€apon consummation of the
formation transactions may be transferred withamversion to our Class A common stock.
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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 shardewlblders of our Class B common stock are ewtitte10 votes per share on all matters to
be voted on by stockholders in general. This diffeial in the voting rights and our ability to iesadditional Class B common stock could
adversely affect the market price of our Class Amgmn stock.

Delaware law and our charter may make a takeoveuntompany more difficult and dilute your pereage of ownership of our common
stock.

Provisions of Delaware law, such as its businessb@mation statute, may have the effect of delaydeferring 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 agstd®ed 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 boardictors that have a different effect on holddrswr 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 mamvitlr respect to these decisions, in good faithiartie belief that it is acting in the best
interests of our stockholders. Delaware law gehepaibvides that a board of directors owes an edugyf 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.

Item 2. Properties

We have offices in the U.S., Europe, Asia and Can@uir principal executive offices are located ae®@Vorld Trade Center, New York, N
York. Our principal executive offices occupy apgroately 60,000 square feet of leased space, whi&hbaegupy pursuant to the
Administrative Services Agreement with Cantor. @ght to use this space expires at the time that@s lease expires in 2012. We will pay
Cantor approximately $2.0 million annually for wsfethis space. Our largest presence outside of ek is in London, where we have the
right to use approximately 15,000 square feet aft@ existing office space. Our right to use
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this space expires at the earlier of (1) the tinag Cantor's lease expires in 2016 or (2) whendaases to be an affiliate of ours and Ce
asks us to vacate. We will pay Cantor approxima$&l® million annually for use of this space. Wééhwe our facilities are adequate for our
reasonably foreseeable future needs. Additionaléypccupy approximately 18,750 square feet of spaoar Concurrent Computing Center

in Rochelle Park, New Jersey. We will pay Cantgrragimately $900,000 annually for the use of thiace. We believe our facilities are
adequate for the forseeable future.
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ITEM 3. LEGAL PROCEEDINGS

The information required by this Item is incorp@eby reference to note 4 of the notes to our dafeted financial statements beginning on
page 61 of this report.
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ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
(a) The Company held its 2000 Annual Meeting ofc&tmlders (the Annual Meeting) on October 26, 2000.

(b) The following directors were elected at the AahMeeting and they are our only directors: HowatdLutnick, Frederick T. Varacchi,
Douglas B. Gardner, Richard C. Breeden, Larry Rte€aWilliam J. Moran and Joseph P. Shea.

(c) Set forth below is a description of the mattierted upon at the Annual Meeting, including thenber of votes cast for, as well as the
number of votes withheld and broker non-votespasatch nominee for election as a director and #setapproval of the Additional
Investment Right described in 2. below.

1. Election of seven directors, each to serve timilnext Annual Meeting of Stockholders and umslsuccessor is duly elected and qualified.

Name of WITHHOLD BROKER
Candidate FOR AUTHORITY NON-VOTES
Howard W. Lutnick 369,365,533 47,431 0

Frederick T. Varacchi 369,365,533 47,431 0

Douglas B. Gardner 369,365,533 47,431 0

Richard C. Breeden 369,365,533 47,431 0

Larry R. Carter 369,365,533 47,431 0

William J. Moran 369,365,533 47,431 0

Joseph P. Shea 369,365,533 47,431 0

2. Approval of the Additional Investment Right, whiwill entitle each of Dynegy Inc. and Williams &gy Marketing & Trading Company
to invest $25 million in shares of our Class A conmstock at a 10% discount four times in conneatith an investment by each of them of
$2.5 million in each of four business ventures lich Dynegy, Williams, other market participantslare will establish marketplaces for
electronic trading of such products as naturalligagds, petrochemicals, crude oil and bandwidth.

FOR AGAINST ABSTENTIONS BROKER NON-VOTES

366,627,165 10,428 5,918 2,769,413
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PART Il
ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY A ND RELATED
STOCKHOLDER MATTERS

Price Range of Class A Common Stock

Our Class A common stock was initially offeredhe public on December 10, 1999 at $22.00 per skidnas traded since that date on the
Nasdaqg National Market under the symbol "ESPD.'oligh February 28, 2001, the high and low saleptiior our Class A common stot

as reported by Nasdaq, were as follows:

High Low

1999

Fourth Quarter (beginning December 10)............. . $63.75 $30.00
2000

First Quarter.........cccccvvveeveeieeeeeenininns 89.88 36.50
Second QUArEr..........ccceevevevicivviriiienenns 61.48 22.00
Third Quarter.... 49.25  20.00
Fourth Quarter.........cccccveveeeeeeeeenininns 30.00 13.25
2001

First Quarter (through February 28, 2001).......... e 34.75 13.63

On February 28, 2001, the last reported closingepof our Class A common stock on the Nasdag Naltigkarket was $25.1875 and there
were approximately 482 holders of record of ours€lA common stock and two holders of record of@ass B common stock.

Dividend Policy

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

In the event we decide to declare dividends onconrmon stock in the future, such declaration wélldubject to the discretion of our boart
directors. Our board of directors may take 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.
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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 initidilis offering, we sold 7,000,000 shares of Classofmon stock at a price of $22.00
per share and Cantor Fitzgerald Securities, tHmgeitockholder, sold 3,350,000 shares of Clags@mon stock at a price of $22.00 per
share. Our initial 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 clorddecember 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 raisegbproximately $5.8 million has been
used to fund investments in various entities, axprately $25.3 million has been used to acquiredimssets and to pay for the development
of capitalized software and approximately $10.3iorilhas been used for other working capital puego3 he remaining $98.2 million has
been invested in reverse repurchase agreementh at@dully collateralized by U.S. Government Séms held in a custodial account at a
third-party bank.

Of the amount of proceeds spent through Decemhe2®ID, approximately $8.2 million has been pai€#mtor under the Administrative
Services Agreement between Cantor and us.

-38-



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 period from March 10,91@0December 31, 1999 and the year
ended December 31, 2000. The consolidated finastgtments for these periods were audited by Del&iTouche LLP, independent
auditors. The following selected financial dataiddde read in conjunction with "ltem 7. ManagengeBiscussion and Analysis of Financial
Condition and Results of Operations" beginning agg41 of this Report and with our consolidatedritial statements and the notes thereto
beginning on page 51 of this Report.

Fo r the period from
M arch 10, 1999 to For the year ended
Statement of operations data: D ecember 31, 1999 December 31, 2000

(in thousands, except per share data)

Total revenues(l).......ccccoeveevveeannnn. $34,661 $ 91,027
Expenses:

Compensation and employee benefits 21,502 53,963
Occupancy and equipment..................... 10,293 21,561
Professional and consulting fees............ 5,149 13,036
Communications and client networks 3,355 4,589
Marketing.........ccoeverviieieeiiineenn. - 8,285
Administrative fees paid to

affiliates.......ccccovveveiiiiiieeee 1,662 6,524
Non-cash business partner

SECUNEIES(2).eeeeveveeeeeiiiiee e - 32,041
Options granted to Cantor

employees(3)....ccccveeeeiriiireeniiinen. 2,850 --
Other.....cooviiieeieieeeeeee 2,649 9,684
Total operating expenses(l)................. 47,460 149,683

Loss before (benefit) provision for

INCOME taXES.....oovvvvieeeiiiiiee s (12,799) (58,656)
Income tax (benefit) provision.............. (212) 406
NEt 10SS...ceiiuiiiiiieeiiieiiee e (12,587) (59,062)

Basic and diluted net loss per

Weighted average shares of common
stock outstanding.............ccceeeeenns 44,495 51,483

-3¢-



December 31, 2000

Statement of financial condition:
(in thousands)

Cash and cash equivalents.......cccccoceeeeeeee. $122,164
Total @SSetS....ovvvvviiiieiiceeieeee . 155,122
Total liabilities.......ccccocveeiiii 22,864

Total stockholders' equity.......cccccoevveeeeeee Ll 132,258

(1) As restated; see Note 15 to the financial statgs.

(2) Includes (i) warrants to purchase 666,666 shaf®ur Class A common stock at an exercise mi&385.20 per share issued by us to each
of Dynegy and Williams, as a result of which weaed a non-cash charge against earnings of $23@®%0 reflect the value of the
warrants; (i) 28,374 shares of Class A commonlsisgued by us to the shareholders of MPI in cotimeevith Cantor's acquisition of MPI's
brokerage business and; (iii) 8,000,000 sharesfertible preferred stock issued by us in conpactiith our investment in TradeSpark, ¢
result of which we recorded a non-cash charge agaarnings of $2,235,200 to reflect the value@080 shares of our Class A common
stock issuable upon conversion of the preferrecksfanone of certain revenue targets are met."8em 13. Certain Relationships and
Related Transactions - Williams and Dynegy", "- Mipal Partners" and "- TradeSpark."

(3) Represents a one-time, non-cash charge dygtitna@rants we made to Cantor employees and auttansexercisable at our initial public
offering price of $22.00 per share.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION
AND RESULTS OF OPERATIONS:

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

As discussed in Note 15 to the financial statemehésCompany has restated its financial statenfentbe year ended December 31, 2000
and for the period from March 10, 1999 to Decen8ier1999. The accompanying discussion and anaiy&s effect to that restatement.

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 aft@ Fitzgerald Securities, which in turn is a598-owned subsidiary of Cantor Fitzger
L.P. We commenced operations as a division of GammdVarch 10, 1999, the date the first fully etenic transaction using our eSpeed(sm)
system was executed. Cantor has been developitensyso promote fully electronic marketplaces siheeearly 1990s. Since January 1996,
Cantor has used our eSpeed(sm) system internatigrtduct electronic trading. In September 1999 bmard of directors changed our fiscal
year end from the last Friday of March to Decengfel

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

As of December 31, 2000, we had an accumulateditlefi$73.0 million. This loss primarily resultécm expenditures on our technology
and infrastructure incurred in building our revetase and from nooash charges incurred in connection with the issei@f business partr
securities. We expect that we will continue to inlasses and generate negative cash flow from tpasafor at least the first half of 2001 as
we continue to develop our systems and infrastracnd expand our brand recognition and client baeeigh increased marketing efforts
light of the rapidly changing nature of our busmasd the fact that our 1999 operations began achMEOD, 1999, we believe that period-to-
period comparisons of our operating results witl mecessarily be meaningful and should not bedel@on as an indication of future
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. Prizduey 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 mee revenues from licensing software and provid@ahnology support.

We have entered into a Joint Services Agreememht @atntor under which we and Cantor agreed to coi&h to provide brokerage and
related services to clients in multiple electromiarkets
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for transactions in securities and other produdtgler the Joint Services Agreement, we are respleniir providing electronic brokerage
services, and Cantor provides voice-assisted bagieeservices, fulfilment services, such as clegand settlement, and related services,
such as credit risk management services, oversfgtitent suitability and regulatory compliancelesapositioning of products and other
services customary to marketplace intermediaryatpars. Under this agreement, we and Cantor skeamnues derived from transactions
effected in the marketplaces in which we collab®eatd other specified markets. The portion of taedaction revenues that we and Cantor
receive are based on several factors, includinghene(1) the marketplace is one in which we calalte with Cantor; (2) the transaction is
fully electronic or Cantor provides voice-assistedkerage services; (3) the product traded isanfiral product; and (4) the product is traded
on the Cantor Exchange(sm). The percentage ofdhsdction revenues we receive ranges from 2.585% However, in general, for fully
electronic transactions, we receive 65% of thes@mation revenues and Cantor receives 35% of theacdion revenues; for voice-assisted
brokerage transactions, Cantor receives 93% afémsaction revenues and we receive 7% of thedcdios revenues. In addition, if the
transactions relate to a gaming business, we re@% of the net trading revenues. We have agoeprbvide to Cantor technology support
services at cost.

We have also entered into a services agreemenfTnaitie Spark pursuant to which we provide the teldgyoinfrastructure for the
transactional and technology related elementseofladeSpark energy marketplace as well as cesthér services in exchange for specified
percentages of transaction revenues from the n@édogt. If a transaction is fully electronic, weea® 65% of the aggregate transaction
revenues and TradeSpark receives 35% of the trimsaevenues. In general, if TradeSpark provida@serassisted brokerage services with
respect to a transaction, then we receive 35%eofdtienues and TradeSpark receives 65% of theuesen

We are pursuing an aggressive strategy to convest of Cantor's financial marketplace productsuneSpeed(sm) system and, with the
assistance of Cantor, to continue to create newketaand convert new clients to our eSpeed(smgsysthe process of converting these
marketplaces includes modifying existing tradingtems to allow for transactions to be entered tiréiom a client location, signing an
agreement with the client, installing the hardweme software at the client location and establglcimmmunication lines between us and the
client. Other than Cantor, no client of ours acdedrfor more than 10% of our transaction revenue® four date of inception through
December 31, 2000.
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RESULTS OF OPERATIONS
For the period from March 10, 1999 through Decen#ierl999 and the year ended December 31, 2000
Revenues

Period from March 10,
1999 (date of
commencement of

operations) to Percentage of  Year ended Percentage of
December 31, 1999 total revenues Decembe r 31, 2000 total revenues
(in thousands) (inth ousands)
Transaction revenues with related parties:
Fully electronic transactions..................... $ 6,552 18.9% $52 ,693 57.9%
Voice-assisted brokerage transactions............. 11,777 34.0 15 144 16.6
Screen assisted open outcry transactions.......... 3,525 10.2 2 ,450 2.7
Total transaction revenues from related parties... 21,854 63.1 70 ,287 77.2
System services fees from related parties
and licensing fees.........cccocevviiiininens 12,459 35.9 12 ,399 13.6
Interest income from related patrties.............. 348 1.0 8 ,341 9.2
Total revenues...........coceevvciiiiininnnane, $34,661 100.0% $91 ,027 100.0%

Transaction revenues with related parties

For the year ended December 31, 2000, we earne@ $#llion in transaction revenues with relatedtigs; a 222% increase over transaction
revenues of $21.9 million for the period from Mad®, 1999 to December 31, 1999. The growth in thegenues was attributable to the
continued roll out of electronic marketplaces andrerease in the number of clients electronicaiging through our eSpeed(sm) system, as

well as the fact that we operated for a full 12-thgmeriod in 2000. As of December 31, 2000, we ¢t@mtverted 43 product marketplaces to
our eSpeed(sm) system.

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 availabilitgagh for investment by mutual funds and other egale and retail investors, fluctuating
interest and exchange rates and legislative andategy changes may have an impact on our volunteaabactions. It is anticipated that as
new marketplaces are converted to our eSpeed(st®msymore of our income will be generated fromkagnlaces around the world.

System services fees from related parties anddingrfees

System services fees from related parties anddingrfees for the year ended December 31, 2000 84 et million. This compares with
system services fees for the period from Marchl®99 to December 31, 1999 of $12.5 million. We hadicensing fees in 1999. For the
year ended December 31, 2000, system servicesléeesased as a result of a decrease in traditivokérage support and the migratior
fully electronic transactions. As a percentage of
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revenues, system services and licensing fees dmatdéeom 35.9% for the period from March 10, 199®ecember 31, 1999 to 13.6% for the
year ended December 31, 2000 as a result of orgdred transaction revenues. We anticipate thaedigense our software to additior
market participants, our revenues from system sesvand licensing fees will grow.

Interest income from related parties

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

Expenses

Per iod from March 10,
1999 (date of
commencement of

operations) to Year ended
D ecember 31, 1999 December 31, 2000
(in thousands) (in thousands)
Compensation and employee benefits $21,502 $53,963
Occupancy and equipment.................... 10,293 21,561
Professional and consulting fees........... 5,149 13,036
Communications and client networks 3,355 4,589
Marketing.........ccooeeeeviiieeeenninnn. - 8,285
Administrative fees paid to
related parties.........cccccvvvveeeennn. 1,662 6,524
Options granted to Cantor
eMPIOYEES.....oeeiiiiiiiieiiiiieee e 2,850 -
Non-cash business partner
SECUNTIES...evveiiiireee e - 32,041
Other.....ooiiiiiiieiiiceee e 2,649 9,684
Total operating expenses................... $47,460 $149,683

Compensation and employee benefits

At December 31, 2000, we had 493 professionaleampared to 331 professionals at December 31, 1B@%he year ended December 31,
2000, our compensation costs were $54.0 milliocomspared to compensation costs of $21.5 milliortHierperiod from March 10, 1999 to
December 31, 1999, a 151.0% increase, principaig/td our increased number of employees. We contimbelieve that we have establis
a core level of personnel to develop new

-44-



electronic marketplaces and maintain the existifigastructure we have established. Accordingly leie will continue to add personnel, we
estimate our compensation costs will increase aemwdest rates.

Occupancy and equipment

Occupancy and equipment costs were $21.6 milliothfe year ended December 31, 2000 as comparezttpancy and equipment costs of
$10.3 million for the period from March 10, 1999December 31, 1999, an increase of 109.5%. Thedserin occupancy and equipment
costs was due to the expansion of space neededdmanodate our additional personnel and an incrieathe number of our international
locations. Our equipment expenses should increaseaontinue to invest in technology and relatpgmment. Occupancy expenditures are
comprised principally of the rent and facilitiesstoof our New York and London offices.

Professional and consulting fees

Professional and consulting fees were $13.0 millarthe year ended December 31, 2000 as compangttessional and consulting fees of
$5.1 million for the period from March 10, 1999December 31, 1999, an increase of 153.2%, due itwcagase in our strategic investment
activities and expenses incurred in connection vethnology development. Our professional and dtinguees will likely increase in the
foreseeable future.

Communications and client networks

Communications costs were $4.6 million for the yeaaled December 31, 2000 as compared to $3.4 mithiothe period from March 10,
1999 to December 31, 1999, an increase of 36.8%n@mications costs increased in 2000, primarily tuae longer period of operations
our business in 2000. We expect such costs todseras we continue to expand into new marketpkuggeographic locations and establish
additional communication links with clients.

Marketing expenses

We incurred marketing expenses of $8.3 milliontfer year ended December 31, 2000 as compared tmalomarketing expenses during the
period from March 10, 1999 to December 31, 199 iflcrease in marketing expenses was due to thermegmtation of our marketing
program in 2000. Although we do not anticipate that marketing expenses will significantly changerathe foreseeable future with respect
to our current operations, they may increase asxpand the scope of our business.
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Administrative fees paid to related parties

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

Non-cash business partner securities

As a result of the issuance by us of warrants totase 666,666 shares of our Class A common stoeldh of Dynegy and Williams, we
recorded a non-cash charge against earnings 08 $28ion to reflect the value of the warrants.

In conjunction with our investment in TradeSparle issued 5.5 million shares of our Series A Redbdr@onvertible Preferred Stock and
2.5 million shares of our Series B Redeemable Caine Preferred Stock. If certain revenue targetsmet, the preferred stock is convert
at the holders' option into warrants to purchastoupmillion shares of our Class A common stoaktfie extent that the revenue targets are
not met, each share of preferred stock is converititto 1/100th of a share of our Class A commalstAs a result of our issuance of the
preferred stock, we recorded a non-cash chargastgearnings of $2.2 million to reflect the valde36,000 shares of our Class A common
stock issuable upon conversion of the preferrecksifanone of the targets are met. We will recograziditional non-cash charges related to
the issuance of these business partner warrantwifindke such charges if and when they are caedeover the next six years.

We have agreed to issue warrants to purchase 4D6l0es of our Class A common stock in connedtiitim the Freedom transaction. We
currently expect to record a non-cash charge ofceqpately $3.6 million over three years, repreBenthe value of the warrants, upon the
closing of the transaction, which we anticipatd wilcur in the first quarter of 2001.

Other expenses

Other expenses consist primarily of recruitmensféavel, promotional and entertainment expeneguFor the year ended December 31,
2000, other expenses were $9.7 million as
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compared to other expenses of $2.6 million forgagod from March 10, 1999 to December 31, 1999narease of 265.5%, primarily due to
an increase in recruitment fees.

Net loss

Excluding non-cash charges for business partnerises, our net loss was $27.0 million for the yeaded December 31, 2000 as compared
to a net loss of $12.6 million for the period frdarch 10, 1999 to December 31, 1999. Includingribie-cash charges, we incurred a net loss
of $59.1 million for the year ended December 31)®8s compared to a net loss of $12.6 million ierperiod from March 10, 1999 to
December 31, 1999. Other than the non-cash chatgelksses primarily resulted from expenditure®ontechnology and infrastructure
incurred in building our revenue base. We expeat we will continue to incur losses and generagatiee cash flow from operations for at
least the first half of 2001 as we continue to digyeur systems and infrastructure and expand @dorecognition and client base through
increased marketing efforts. In light of the rapidhanging nature of our business and our limijgerating history, we believe that period-to-
period comparisons of our operating results witl mecessarily be meaningful and should not bedelfgon as an indication of future
performance.
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QUARTERLY RESULTS OF OPERATIONS

The following table sets forth, by quarter, statatraf operations data for the period from March 1999 (date of commencement of
operations) to December 31, 2000. Results of anggare not necessarily indicative of resultsddull year. The table gives effect to the
restatement of the financial statements as disdusgdote 15 to the financial statements. See N6t& the financial statements for a
reconciliation of total revenue and expense amoasitgstated with the corresponding amounts preljioaported.

199 9 2 000
Quarter ended Quar ter ended
March 10 t0 ----—---—--- e . e
March 26 June 25 S eptember 24 December 31 March31 June30 S eptember 30 December 31

(in thousands)
Revenues:
Transaction revenues
with related parties:
Fully electronic

transactions........... $50 $ 749 $1,684 $4,069 $9,426 $13,256 $13,107  $16,904
Voice-assisted

brokerage

transactions........... 665 3,900 3,817 3,395 3,861 3,370 3,481 4,432
Screen assisted open

outcry transactions ... 380 1,377 1,075 693 883 689 487 391

Total transaction

revenues with related

parties. ......c....... 1,095 6,026 6,576 8,157 14,170 17,315 17,075 21,727
System services fees

from related parties

and licensing fees..... 826 4,139 4,139 3,355 3,161 3,101 3,101 3,036
Interest income from

related parties........ - -- - 348 1,843 2,086 2,316 2,096
Total revenues......... 1,921 10,165 10,715 11,860 19,174 22,502 22,492 26,859
Expenses:

Compensation and

employee benefits...... 1,268 6,403 7,034 6,797 11,338 14,440 14,004 14,181
Occupancy and

equipment.............. 676 2,855 3,102 3,660 4,700 4,956 5,790 6,115
Professional and

consulting fees........ 186 1,596 1,833 1,534 2,458 3,300 2,815 4,463
Communications and

client networks........ 221 1,103 1,122 909 840 1,010 1,209 1,530
Marketing.............. -- -- -- -- 1,129 3,670 2,106 1,380

Administrative fees

parties........c..o.... 94 461 511 596 1,604 1,708 1,527 1,685
Non-cash business

partner securities..... -- - - -- 29,805 2,236 -
Options granted to

Cantor employees....... -- - - 2,850 - - -- -
Other......ccceeeee. 15 500 607 1,527 1,938 2,533 2,654 2,559
Total expenses......... 2,460 12,918 14,209 17,873 24,007 61,422 32,341 31,913

Loss before benefit
for income taxes....... $(539) $(2,753) $(3,494)  $(6,013) $(4,833) $(38,920) $(9,849)  $(5,054)

The financial markets in which we operate are galheaffected by seasonality. Traditionally, thedncial markets around the world
experience lower volume during the summer andeattid of the year due to a general slowdown ifbtlsgness environment and, therefore,
transaction volume levels may decrease during theseds. However, because of volatility in globerkets caused by the uncertainty of the
outcome of the U.S. presidential election, as well
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as policy changes from the Federal Reserve Battkeof/nited States, the anticipated year-end slovmddiel not occur as dramatically in
2000.

LIQUIDITY AND CAPITAL RESOURCES

At December 31, 2000, we had cash and cash eqotsaé $122.2 million. We used cash of $10.6 millin our operating activities,
consisting of net loss after non-cash items of @2dillion offset in part by a $10.4 million increa net operating liabilities. We also used
net cash of $2.1 million resulting from $25.9 nuiii of purchases of fixed assets and investmerdaces by net proceeds from issuances of
our Class A common stock.

Our operating cash flows consist of transactiorenexes and system services fees, various feesgaidcbsts reimbursed to Cantor, other
costs paid directly by us and investment incométsleapacity as a fulfillment service provider,f@& processes and settles transactions and,
as such, collects and pays the funds necessalgantansactions with the counterparty. In doing&Gantor receives our portion of the
transaction fee and, in accordance with the J@ntiSes Agreement, remits the gross amount owed.ttn addition, we have entered into a
similar services agreement with TradeSpark and@xpeenter into a services agreement with Freedpam the closing of that transaction.
Under the Administrative Services Agreement andlthiat Services Agreement, any net receivable palpla is settled monthly, at the
discretion of the parties.

Although we have no material commitments for cd@penditures, we anticipate that we will expeciean increase in our capital
expenditures and lease commitments consistentawmitianticipated growth in operations, infrastruetand personnel. We currently anticip
that we will continue to experience significant\gtb in our operating expenses for the foreseealtled and that our operating expenses will
be a material use of our cash resources.

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. Howewerbelieve that there are a significant
number of capital intensive opportunities for usrtaximize our growth and strategic position, inahggd among other things, strategic
alliances and joint ventures potentially involvialfjtypes and combinations of equity, debt, acdjoisj recapitalization and reorganization
alternatives. We are continually considering sugtioms and their effect on our liquidity and capitsources.
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Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

At December 31, 2000, we had invested $122.0 millibour cash in securities purchased under revemachase agreements which are
collateralized by U.S. Government securities held tustodial account at The Chase Manhattan Bdrdse reverse repurchase agreements
have an overnight maturity and, as such, are hilignlyd. We generally do not use derivative finadénstruments, derivative commaodity
instruments or other market risk sensitive instrateepositions or transactions. Accordingly, waded that we are not subject to any mati
risks arising from changes in interest rates, fpra@urrency exchange rates, commodity prices, equites or other market changes that
affect market risk sensitive instruments. Our pol&to invest our cash in a manner that providewith the appropriate level of liquidity to
enable us to meet our current obligations, primadcounts payable, capital expenditures and payegbgnizing that we do not currently
have outside bank funding.
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Independent Auditors' Report

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

We have audited the accompanying consolidatednséatts of financial condition of eSpeed, Inc. antstdiaries (the "Company"”) as of
December 31, 2000 and 1999, and the related statermofoperations, cash flows and changes in stidkhs' equity for the year ended
December 31, 2000 and for the period from Marchl®@9 (date of commencement of operations) to Dbee®1, 1999. These financial
statements are the responsibility of the Compangisagement. Our responsibility is to express aniapion these financial statements 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 then6ig 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, 2000 and 1999, and the results opisations and its cash flows for the year endezkBer 31, 2000 and for the period from
March 10, 1999 (date of commencement of operatitmBecember 31, 1999, in conformity with accougtminciples generally accepted in
the United States of America.

As discussed in Note 15, the accompanying congdelidfinancial statements have been restated.

/sl Deloitte & Touche LLP
February 14, 2001

(June 15, 2001 as to Note 15)
New Yor k, New Yor k
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eSPEED, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION
As of December 31, 2000 and December 31, 1999

December 31, December 31,
2000 1999
Assets
CaSh..iii e $ 161,463 $ 201,001
Reverse repurchase agreements with related parties. ... 122,002,249 134,644,521

Total cash and cash equivalents............c........ L 122,163,712 134,845,522

Fixed assets, Net......ccoocvevvvcvveinniies 23,441,365 9,470,072
INVEStMENtS.....oovveiiiciieeeeeee 5,833,679 -

Other @assets......cccccvvviveiiicieieiice 3,683,507 11,495
Total @SSEtS..cvvvvviiiiive i $155,122,263 $144,327,089
Liabilities and Stockholders' Equity

Liabilities:

Payable to related parties, net........c..ccoeeeee.. L $11,370,248 $6,743,929
Accounts payable and accrued liabilities.......... .. 11,494,262 2,071,347
Total liabilities.......ccoovevcviiiiiceee L 22,864,510 8,815,276

Stockholders' Equity:

Preferred stock, par value $.01 per share;

50,000,000 shares authorized, 8,000,000 and

no shares issued and outstanding..........cooee.c... . L. 80,000 -
Class A common stock, par value $.01 per

share; 200,000,000 shares authorized;

16,342,202 and 10,350,000 shares issued and

outstanding......cccceeeviiiieeiiiiiiee e 163,422 103,500
Class B common stock, par value $.01 per

share; 100,000,000 shares authorized;

35,520,480 and 40,650,000 shares issued and

outstanding......cccceeeviiieeiniiiiee e 355,205 406,500
Additional paid-in capital........ccccoeeeeeeee. L 205,908,024 147,588,726
Subscription receivable..... — (1,250,000) --
Accumulated deficit.........oovvvvviiiiieee. L (72,998,898) (12,586,913)
Total stockholders' equity.........coovevveeeeeee L 132,257,753 135,511,813
Total liabilities and stockholders' equity......... . ... $155,122,263 $144,327,089

See notes to consolidated financial statements

-53-



eSPEED, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
For the year ended December 31, 2000 and the peowdMarch 10, 1999 (date of commencement of djmers) to December 31, 1999

For the period
For the year from March 10,

ended 1999 to
December 31, December 31,
2000 1999

(as restated, (as restated,

see Note 15) see Note 15)
Revenues:
Transaction revenues with related parties:
Fully electronic transactions...................... $52,692,703 $ 6,551,897
Voice-assisted brokerage transactions.............. 15,144,343 11,777,306
Screen assisted open outcry transactions........... 2,450,333 3,524,399
Total transaction revenues with related parties.... 70,287,379 21,853,602
System services fees from related parties and
licensing fees.......coccceeviiiiiiiiiiieenne 12,398,847 12,459,574
Interest income from related parties............... 8,340,815 347,804
Total revenues.........cccoocveeeeieiiieeeennns 91,027,041 34,660,980
Expenses:
Compensation and employee benefits................. 53,963,239 21,502,326
Occupancy and equipment..........ccccuveeeerinnes 21,560,535 10,292,349
Professional and consulting fees 13,036,494 5,148,796
Communications and client networks 4,588,626 3,355,070
Marketing........ccoveeeinieiee e, 8,285,385 -
Administrative fees paid to related parties........ 6,524,341 1,662,058
Non-cash business partner securities 32,040,505 --
Options granted to Cantor employees - 2,850,073
Other...ccooiiiiiie e 9,683,776 2,649,110
Total EXPENSES....cccvvveiiiieiieieieeeee e 149,682,901 47,459,782
Loss before provision (benefit) for income
TAXES. .t (58,655,860) (12,798,802)
Provision (benefit) for income taxes:
Federal.......cccoooviieiiiiiee - -
State and local...........occeeeiiiiiiiiinnns 406,125 (211,889)
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Total tax provision (benefit)...........ccceveeee

NEt I0SS....uuuiiiiiiiiiiieeeeee e

Share and per share data:

Basic and diluted net loss per share...............
Weighted average shares of common stock
outstanding.........cc.vveeeeeeiirieneeneniniens

See notes to consolidated financial statements

For the period

For the year
ended
December 31,
2000
(as restated,
see Note 15)

from March 10,

1999 to
December 31,
1999
(as restated,
see Note 15)

406,125

(211,889)

$(59,061,985)

$(12,586,913)

$(1.15)

51,482,505
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eSPEED, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the year ended December 31, 2000 and for thiedogom March 10, 1999 (date of commencementpErations) to December 31, 1999

For the period
For the year from March 10,

ended 1999 to
December 31, December 31,
2000 1999
(as restated, (as restated,
see Note 15) see Note 15)
Cash flows from operating activities:
NEt 10SS...ceiiiiiiiieiiie e $(59,061,985) $(12,586,913)
Non-cash items included in net loss:
Depreciation and amortization...................... 6,098,754 3,086,555
Issuances of non-cash business partner
SECUNMEIES. .eveieiiiiieee e 32,040,505 -
Issuances of stock options...........ccccecuveeeen. - 2,850,073
(Increase) decrease in operating assets:
Other assetS......cccvvveeeeeieiineeeeeeeieninns (3,672,012) 1,190,728
Increase (decrease) in operating
liabilities:
Payable to related parties, net................... 4,626,319 6,743,929
Accounts payable and accrued liabilities........... 9,422,915 (1,046,137)
Net cash (used in) provided by operating
ACHVItIES ..o, (10,545,504) 238,235
Cash flows from investing activities:
Purchases of fixed assets...........ccccvvveeeens (11,043,479) (2,717,462)
Capitalization of software development costs (9,026,568) (2,468,605)
Purchases of investments.............ccccceeene (5,833,679) -
Net cash used in investing activities.............. (25,903,726) (5,186,067)
Cash flows from financing activities:
Proceeds from issuances of securities.............. 50,000,000 143,990,000
Purchase of issued securities from a related party. (25,000,000) -
Proceeds from issuance of securities under
the ESPP....ooiiiiiiicee e 371,448 --
Payments for issuance related expenses............. (1,604,028) (4,396,646)
Proceeds from capital contributions................ - 200,000
Net cash provided by financing activities 23,767,420 139,793,354
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For the period
For the year from March 10,

ended 1999 to
December 31, December 31,
2000 1999
(as restated, (as restated,
see Note 15) see Note 15)
Net (decrease) increase in cash and cash
EQUIVAIENTS.....evviiiiiieeeee e (12,681,810) 134,845,522
Cash and cash equivalents, beginning of
01T [0 o IR 134,845,522 --
Cash and cash equivalents, end of period........... $122,163,712 $134,845,522
Supplemental disclosure of non-cash financing activ ities:
Effective March 10, 1999, the Company received an i nitial
capital contribution as follows:
FIXEd @SSeIS..cuveiieiieiieicevereeieeees e $7,370,560
Prepaid expenses..........occceeeviiiieeenninnen. 1,202,223
Accrued compensation and benefits.................. (1,490,836)
Accounts payable and accrued expenses.............. (1,626,648)
$5,455,299

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

See notes to consolidated financial statements

-57-



eSPEED, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

For the year ended December 31, 2000 and for thiedogom March 10, 1999 (date of commencementpErations) to December 31, 1999

Common Common  Additional Total
Preferred Stock Stock Paid-In Subscription Acc umulated Stockholders'
Stock Class A Class B Capital receivable D eficit Equity
Balance, March 10, 1999...... $-- $--  $- $-- $-- $-- $--
Capital contribution (100
1 199,999 200,000

Non-cash capital contribution

(43,990,900 shares).......... 439,999 5,015,300 5,455,299
Conversion of Class B common

stock to Class A common

stock (3,350,000 shares)..... 33,50 0 (33,500)

Initial public offering of

Class A common stock

(7,000,000 shares)........... 70,00 0 143,920,000 143,990,000
Costs of initial public

offering..........ccoceeunns (5,749,481) (5,749,481)
Issuances of options......... 2,850,073 2,850,073
Issuances of warrants........ 1,352,835 1,352,835
Netloss.......ccocvvvennne ( 12,586,913) (12,586,913)
Balance, December 31, 1999... -- 103,50 0 406,500 147,588,726 - | 12,586,913) 135,511,813

Conversions of Class B common
stock to Class A common

stock (5,129,520 shares)..... 51,29 5 (51,295) --
Issuance of Preferred Stock
(8,000,000 shares)........... 80,000 2,155,200 2,235,200

Issuance of Class A common

stock (56,748 shares)

(as restated)................ 56 7 2,599,433  (1,250,000) ( 1,350,000) -
Purchase of Class A common

stock from related party

(789,071 shares)............. (7,89 1) (24,992,109) (25,000,000)
Issuance of Class A common

stock (1,578,142 shares)..... 15,78 2 49,984,218 50,000,000
Issuances of warrants........ 29,805,305 29,805,305
Costs of issuance of

SECUritieS......cevveeeee... (1,604,028) (1,604,028)

Issuances of Class A common
stock under the ESPP (16,863

shares)......ccccovevvnnne 16 9 371,279 371,448
Net loss (as restated). ( 59,061,985) (59,061,985)
Balance, December 31, 2000...  $80,000 $163,42 2 $355,205 $205,908,024 $(1,250,000) $( 72,998,898) $132,257,753

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 @thegwith its wholly owned subsidiaries, the Comparimarily engages in the business of
operating interactive vertical electronic marketgls designed to enable market participants to fiadecial and non-financial products more
efficiently and at a lower cost than traditionading environments permit. All significant intercpamy balances and transactions have been
eliminated in consolidation.

The Company is a majority owned subsidiary of CaRttzgerald Securities (CFS), which in turn is2a8% owned subsidiary of Cantor
Fitzgerald, L.P. (CFLP or, together with its sulteitts, Cantor). eSpeed commenced operations oohMVidY, 1999 as a division of CFS.
eSpeed is a Delaware corporation that was incorgadien June 3, 1999. In December 1999, the Compamypleted its initial public offering
(the Offering) (see Note 6).

The accompanying financial statements include diets/of the Company while operating as a divisdbiCFS from March 10, 1999 to the
Offering.

Use of Estimates: The preparation of the consauifihancial statements in conformity with gensgraltcepted 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 assétkadilities in the consolidated financial statmts. Management believes that the estin
utilized in preparing the consolidated financiatsments are reasonable and prudent. Estimatéiseioynature, are based on judgment and
available information. As such, actual results daliffer from the estimates included in these ctidated financial statements.

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

System Services Fees: Pursuant to two servicesmgras, the Company recognizes system servicefrfeaselated parties in amounts
equal to its actual direct and indirect costs,udatg overhead, of providing such services atithe twhen such services are performed. For
specific technology support functions that are hdtlized by the Company and provided to relatedips, the Company allocates the actual
costs of providing such support functions basetherrelative usage of such support services by padi.

Licensing Fees: Certain clients of the Company ig®wnline access to their customers through useeo€ompany's electronic trading
platform. The Company receives up-front and/orgaéid licensing and maintenance fees for the usts latform. Such fees are deferred and
recognized as revenue ratably over the term ofi¢kasing agreement.

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

Fixed Assets: Fixed assets, principally computer @mmunication equipment and software, are degteatiover their estimated economic
useful lives (generally three to five years) usimgaccelerated method. Internal and external diesis of application development and of
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obtaining software for internal use are capitaliaed amortized over their estimated economic udiééubf three years on a straiglite basis
Leasehold improvements are amortized over theimastd economic useful lives, or the remainingde@sm, whichever is shorter.

Investments: The Company accounts for its investsn@nentities at historical cost when the Compdogs not have significant influence in
the investee. Investments in which the Company dags significant influence are accounted for usirggequity method. The Company d
not maintain trading inventory of marketable equiggurities.

Stock Based Compensation: Awards to employeestadrapto purchase the common stock of the Compasgecounted 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 papgons and warrants granted to non-employeea@meunted for under the Financial
Accounting Standards Board's Statement of Finakaabunting Standards (SFAS) No. 123, "AccountiogStock-Based Compensation”,
where the options or warrants granted are recodriiased on the fair value of the options or waganthe time of the grant.

New Accounting Pronouncements: In June 1998, tharfgial Accounting Standards Board issued SFASINS, "Accounting for Derivativ
Instruments and Hedging Activities," which estatis accounting and reporting standards for devigatistruments, including certain
derivative instruments embedded in other contraetd,for hedging activities. The statement, as amenis effective for fiscal years
beginning after June 15, 2000. On January 1, 20@1Company adopted SFAS No. 133 and amendmergsaddption did not have a
material impact on the Company's financial stateémen

Reclassifications: Certain reclassifications haserbmade to prior year balances in order to conforthe current year presentation.
2. Fixed Assets

December 31, December 31,

Fixed assets consist of the following: 2000 1999
Computer and communication equipment.......... $19,920,077 $9,544,265
Software, including software development costs 12,038,930 3,012,362
Leasehold improvements and other fixed assets 422,396 -

32,381,403 12,556,627
Less accumulated depreciation and amortization (8,940,038)  (3,086,555)

Fixed assets, Net..........cccceevveveveeenns $23,441,365 $9,470,072

-60-



3. Income Taxes

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

Since the commencement date of the Offering, Deeerh®, 1999, the Company has been subject to intaxna&s a corporation. Net
operating losses (NOLs) from that date, approxingg#i27,200,000, will be available on a carry fordvhasis to offset future operating
income of the Company. However, a valuation alloveahas been recorded at December 31, 2000 to disétll amount of the NOLs as
realization of this deferred tax benefit is depeartdgon generating sufficient taxable income priothe expiration of the NOLs.

4. Commitments and Contingencies

Leases: Under an administrative services agreera8peed is obligated to Cantor for minimum rengainpents under Cantor's various non-
cancelable leases with third parties, principadlydffice space and computer equipment, expiringaaibus dates through 2014 as follows:

For the Year Ending December 31:

$5,083,188
5,142,996
5,040,930
............. 4,775,042
............. 4,090,313
............. 26,427,293

Rental expense under the above and under all opfezating leases amounted to $7,341,614 and $3038r the year ended December 31,
2000 and for the period ended December 31, 198pentively.

Legal Matters: In February 1998, Market Data Coation contracted with Chicago Board Brokerage (agany controlled by the Chicago
Board of Trade and Prebon Yamane) to provide ttleni@logy for an electronic trading system to corapeith Cantor's United States
Treasury brokerage business. Market Data Corpaor&ioontrolled by Iris Cantor and Rodney Fisher, tephew- in-law. Iris Cantor, a
company under the control of Iris Cantor referrethiérein as Cantor Fitzgerald Incorporated (CFHt) Bodney Fisher are limited partners of
CFLP.
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In April 1998, CFLP filed a complaint in the DelangaCourt of Chancery against Market Data Corponatias Cantor, CFl, Rodney Fisher
and Chicago Board Brokerage seeking an injunctiahather remedies. The complaint alleges thatastor, CFl and Rodney Fisher
violated certain duties, including fiduciary dutigsder Cantor's partnership agreement, due to ¢beipetition with CFLP with respect to the
electronic trading system mentioned above. CFLRRbes Market Data Corporation's technology for etetdc trading systems would be of
substantial assistance to competitors in the whtdesarket if provided to them. The complaint fertalleges that Market Data Corporation
and Chicago Board Brokerage tortiously interferéith CFLP's partnership agreement and aided andeabkts Cantor's, CFl's and Rodney
Fisher's breaches of fiduciary duty. Iris Cantdf) @xd Rodney Fisher counterclaimed seeking, anotimgr things, (1) to reform agreements
they have with CFLP and (2) a declaration that Cbtdached the implied covenant of good faith amddi@aling. Cantor has agreed to
indemnify the Company for any liabilities that @ameurred with respect to any current or futureghtion involving Market Data Corporation,
Iris Cantor, CFI or Rodney Fisher.

CFLP settled its dispute with Chicago Board Brogeran April 1999, and Chicago Board Brokerage sgbsatly announced it was
disbanding its operations. On March 13, 2000, teaWware Court of Chancery ruled in favor of CFLIRding that Iris Cantor, CFl and
Rodney Fisher had breached the Partnership Agraesh@¥FLP, and that Market Data Corporation hagdidnd abetted that breach. The
court awarded CFLP declaratory judgment relief emart costs and attorneys' fees. The defendantgdnfov re-argument with respect to the
award of fees and costs. A hearing on issues mglati CFLP's final relief took place on June 14)@0The parties are awaiting the entry by
the Court of a final declaratory judgment and/oaedvwof monetary damages.

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

Neither of these two cases had been pursued pribetMarch 13, 2000 decision in the court proaagslin Delaware. On May 15, 2000,
senior officers of CFLP who are defendants in #defal action in New York moved to dismiss the claimp against them on several grour
including, among other things, that the March X&)®@decision from the Delaware Court of Chancegyents Iris Cantor and CFI from
relitigating matters that were adjudicated agatinsin in Delaware. Iris Cantor and CFI filed papmpposing the motion to dismiss on June 5,
2000, and the defendants filed a reply on JunQ@3Q. On February 7, 2001, the court granted thigoméo dismiss CFI's complaint.

On May 16, 2000, CFl filed an action in Delawarg@&ior Court, New Castle County, against CFLP aRd3Zoup Management, Inc.
(CFGM) seeking payment of $40 million allegedly due
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pursuant to a settlement agreement in an eattigation between the parties. The complaint alldgas CFl is entitled to a one-time $40
million payment upon "an initial public offering @fFLP or of a successor to a material portion efdbsets and business of CFLP..." CFlI
alleges that the Company's initial public offerommgDecember 10, 1999 triggered the payment obtigatnder the settlement agreement. On
September 26, 2000, CFLP and CFGM filed an ansemyidg liability.

On June 12, 2000, CFLP and CFGM filed a lawsuihanDelaware Court of Chancery against Iris Car@éil, and Rodney Fisher, seeking a
declaratory judgment that an Offer to Exchangesdi&fay 8, 2000 (the Exchange Offer), pursuant telwbertain partnership units in CFLP
could be exchanged for "e-units" that are entitteteceive distributions of the Company's stockfitoFLP on certain future dates subject to
certain conditions, did not breach any fiduciaryydor otherwise violate Delaware law. On July 180@Q, CFI, Iris Cantor and Rodney Fisher
filed their respective answers, affirmative defensmunterclaims and third-party claims, in whikhyt claim that certain special conditions
imposed upon them in connection with the Exchanffjer@nd not upon other partners effectively prdelditheir participation in the
Exchange Offer, violated the Partnership Agreem&@FLP and constituted a breach of fiduciary datyd that accepting those conditions
would conflict with their fiduciary duties to MarkBata Corporation. CFl, Iris Cantor and RodneyhEisclaim that CFGM and Howard
Lutnick, the Chairman and Chief Executive Officétlte Company and sole shareholder of CFGM, theddary General Partner of CFLP,
breached their fiduciary duties and engaged indediing in allegedly structuring the formationtbé Company, the transfer of assets to the
Company, the receipt of stock options, salariesahdr compensation by Howard Lutnick and other Gany executives from the Company,
and the initial public offering of the Company'ssts. They further allege that CFGM and Howard loktoonverted Partnership assets
(CFLP's technology assets) and intend to migratePR&Hbrokerage business to the Company withouirghéne value of the Company with
CFl, Iris Cantor and Rodney Fisher. Rodney Fislsy eontends that the Company, which he has namedtsird-party defendant, aided and
abetted these alleged breaches of fiduciary dudiemng other things, CFl, Iris Cantor and RodneghEr have requested the removal of
CFGM as the managing general partner of CFLP, ldgion that CFGM and Howard Lutnick have breacthedr fiduciary duties to CFl,
Iris Cantor and Rodney Fisher and have breachesettiement agreement in an earlier litigation tredpartnership agreement of CFLP, a
declaration that the Exchange Offer and all oraterof the amendments to the partnership agreeamentull and void, unspecified damages
and a constructive trust on any proceeds derivad the challenged conduct. On September 15, 20B0PCCFGM, Howard Lutnick and ti
Company responded to the counterclaims by answegrgin counterclaims and moving for dismissal fimmgudgment on the pleadings w
respect to the counterclaims. A hearing on thostom® has been scheduled for March 15, 2001.

Although the Company does not expect to incur asgés with respect to the pending lawsuits or supphtal allegations surrounding
Cantor's partnership agreement, Cantor has agoaadd@émnify the Company with respect to any lidigit the Company incurs as a result of
such lawsuits or allegations.
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Although the ultimate outcome of these actions oabe ascertained at this time and the resultsgzlIproceedings cannot be predicted with
certainty, it is the opinion of management thatrdsolution of these matters will not have a mateaxilverse effect on the financial condition
or results of operations of the Company.

Risks and Uncertainties: The majority of the Compgrevenues consist of fees earned in connectithnits interactive electronic business-
to-business vertical marketplaces. Revenues faethervices are transaction based. As a resulfdh®any's revenues could vary based on
the transaction volume of markets around the world.

5. Related Party Transactions

During the year ended December 31, 2000 and thedbended December 31, 1999, all of the CompangteRse Repurchase Agreements
were transacted on an overnight basis with CFSeUtite terms of these agreements, the securitllegezalizing the Reverse Repurchase
Agreements are held under a custodial arrangemigémivthird party bank and are permitted to be soltepledged. The fair value of such
collateral at December 31, 2000 and 1999 total&2? $P0,469 and $138,162,421, respectively. At Ddmar1, 2000 and 1999, Reverse
Repurchase Agreements totaled $122,002,249 and@kB821, respectively.

Under a Joint Services Agreement between the Coyngaah Cantor, the Company owns and operates th&abéc trading system and is
responsible for providing electronic brokerage g&s, and Cantor provides voice-assisted brokesageces, fulfillment services, such as
clearance and settlement, and related servicels,agicredit risk management services, overnigbliefit suitability and regulatory
compliance, sales positioning of products and oteevices customary to marketplace intermediaryaifoms.

Under the Joint Services Agreement, the CompanyCamdor share revenues derived from transactidastefl in the marketplaces in which
they collaborate and other specified markets. Tdrégn and recipient of the transaction revenuesbaised on several factors, including
whether: (1) the marketplace is one in which thenBany collaborates with Cantor; (2) the transaciidilly electronic or Cantor provides
voice-assisted brokerage services; (3) the pradaded is a financial product; and (4) the prodsi¢taded on the Cantor Exchange. In
general, the Company earns 65% of the transaatienues for fully electronic transactions, and Gargceives 35% of the transaction
revenues and Cantor earns 93% of the transact@mues for voice-assisted brokerage transactiothshenCompany receives 7% of the
transaction revenues. In addition, if the transmdirelate to a gaming business, the Company ex@®&% of the net trading revenues.

Pursuant to a perpetual technology Services Agraebmtween the Company and TradeSpark, the Commanydes the technology
infrastructure for the transactional and technologjgited elements of the TradeSpark marketplageetiss certain other services to
TradeSpark. If a transaction is fully electronkee Company earns 65% of the aggregate transaet@mues and TradeSpark receives 35% of
the transaction revenues. In general, if TradeSpeokides voice-assisted brokerage services witpaet to a transaction, then the Company
receives 35% of the associated aggregate transaetienues.

The Company's revenues from transactions in whaht&@ or TradeSpark collaborates with the Compardeuthe Joint Services Agreement
and the Services Agreement during the year endedrbiger 31, 2000 and the period ended Decembe999, tbtaled $70,287,379 and
$21,853,602, respectively.

Under two services agreements, the Company hasatperovide Cantor and TradeSpark technology atigervices, including systems
administration, internal network support, suppod arocurement for desktops of end-user equipnogrations and disaster recovery
services, voice and data communications, suppadrtlamelopment of systems for clearance and settiesgevices, systems support for
brokers, electronic applications systems and nétwopport for Cantor's unrelated dealer businesgtesrespect to which the Company will
not collaborate with Cantor, and provision andfopliementation of existing electronic applicatiogstems, including improvements and
upgrades thereto, and use of the related inteléphoperty rights, having potential applicatioraigaming business. The Company charges
Cantor and TradeSpark the actual direct and indaests, including overhead, of providing such @y and receives payment on a monthly
basis. System services fees received during theeyeied December 31, 2000 and the period endechiere31, 1999 totaled $12,333,222
and $12,459,574, respectively.

Pursuant to guidance contained in the FinanciabAnting Standards Board's Emerging Issues TasleRoc 99-19, the Company's fully
electronic transactions are reflected net of th@lfnent services fees that are paid to relatedips. Fully electronic transactions are reflected
as transactions with related parties because tfeeyrgplemented pursuant to services agreementeeenteo with related parties (see Note
15).

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 aneddatermined based upon
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the time incurred by the individual performing swsghvices. Management believes that this allocatiethodology is reasonable. The
Administrative Services Agreement has a three-fegan which will renew automatically for successoree-year terms unless cancelled upon
six months' prior notice by either the Company antor. The Company incurred administrative feesstah services during the year ended
December 31, 2000 and the period ended Decembé©99,totaling $6,524,341 and $1,662,058, respelgtiv

6. Capitalization

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

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

In the Offering, 10,350,000 shares of Class A comistock were sold at $22 per share, of which 7@Dshares were sold by the Company,
raising approximately $144,000,000 in proceedsfiee@ffering expenses. The remaining shares wetklsoCFS.

In June 2000, the Company sold 1,578,142 shar€agt A common stock to minority investors for ddasation 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 businegssCbmpany issued 28,374 shares of
Class A common stock to the shareholders of theigedbusiness. The Company also granted an addit#8,374 shares of Class A
common stock to certain employees of the acquitesihiess in exchange for promissory notes, bothsasissed in Note 7.

During the year ended December 31, 2000, the Coynpald 16,863 shares of Class A common stock patgoaghe Company's Employee
Stock Purchase Plan as discussed in Note 10.

In September 2000, the Company issued 8 milliomeshaf Redeemable Convertible Preferred StockRtleéerred Stock) to business partr
in conjunction with an investment in the TradeSpQtalified Vertical. As more fully described in Not, if certain conditions are met,
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the Preferred Stock is convertible at the optiothefholder into warrants to purchase the Compa®ig'ss A common stock. To the extent the
conditions are not met, the Company may eithereedéhe Preferred Stock or convert the PreferredkStdo 1/100th of a share of the
Company's Class A common stock.

7. Business Partner Transactions

Williams and Dynegy: In June 2000, the Company s$ol@ihe Williams Companies, Inc. (Williams) and gy, Inc. (Dynegy) one Unit ea
consisting of (i) 789,071 shares (the Shares)®fQbmpany's Class A common stock and (ii) warrghtsWarrants) exercisable for the
purchase of up to 666,666 shares of Class A constoak, for an aggregate purchase price for eachdf#$i25,000,000. The Warrants hav
per share exercise price of $35.20, a ten year &mrare exercisable during the last 4 1/2 yeatlseoferm, subject to acceleration under
certain prescribed circumstances intended to peowidentives to Williams and Dynegy to invest inif@ualified Verticals as described
below. The Shares will not be transferable pricthfirst anniversary of the Closing. The Compesgorded a non-cash charge of
$29,805,305 at the time of the Closing to refléet value of the Warrants.

Each of Williams and Dynegy agreed that, subjethéosatisfaction of certain conditions, it wilvst $2,500,000 in at least four entities (the
Qualified Verticals) to be formed by the Compang &antor within 12 months of the Closing (subjecextension for a period not to exceed
six months under certain prescribed circumstartbesinvestment Period). Investment by Williams &nyehegy is contingent upon the
Company and Cantor offering seven qualified velgiéar investment. If the Company and Cantor faiptovide seven qualified vertical
markets for Williams and Dynegy to invest in, theri# be no additional investment by Williams angizgy and they will continue to hold
fully vested warrants. To the extent that eithelidis or Dynegy does not invest in at least foua@ied Verticals, such entity will be
required to make a $2,500,000 payment to the Coynfmareach investment not made. It is expectedehah Qualified Vertical will be

jointly owned by industry market participants, thempany and Cantor and will establish a new vdrétzctronic and telephonic marketple
with the Company in which such Qualified Verticallwroker and possibly clear transactions for ithdustry market participants and other
clients. TradeSpark, the first Qualified Vertioahs established in September 2000. Products thabm&raded on other Qualified Verticals
include natural gas liquids, petrochemicals, croiland bandwidth. Each of Williams and Dynegy witit necessarily invest in the same
Qualified Verticals as the other. In connectionhwip to four additional Qualified Verticals, Wiliiess and, subject to certain limitations,
Dynegy, will be entitled to invest $25,000,000 irages of the Company's Class A common stock (thditiddal Investment Right). Such rig
provides for investment at a 10% discount to therage trading price for the 10 trading days prewgttie date of such party's investment in
such new Qualified Vertical, or, under certain ginstances, the public announcement of the formatiguch Qualified Vertical. The
Additional Investment Right was approved by stodbos at the Company's 2000 Annual Meeting of Stotders on October 26, 2000. Any
shares of Class A common stock purchased pursoidiné tAdditional Investment Right will not be tréemble prior to the first anniversary of
issuance.

The Company entered into an agreement with Camtstiging that, if and when an Additional Investm&ight is exercised by Williams or
Dynegy, the Company will purchase from Cantor kaf number of shares purchased by Williams or Dyn&fge purchase price to be pait
Cantor by the Company will be the same purchase mér share as is paid by Williams and Dynegheatitne. 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
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TradeSpark: On September 25, 2000, the CompangZantbr, in conjunction with Williams and other peigants in the energy market,
formed TradeSpark to operate a wholesale electamictelephonic marketplace in North America faura gas, electricity, 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% intenes purchased by energy industry market partitgpéEIPs). The Company has also
entered into a technology services agreement walddSpark pursuant to which the Company providesethnology infrastructure for the
transactional and technology related elementseofladeSpark marketplace as well as certain o#hrgices 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 5.5 million shares of Serie
Redeemable Convertible Preferred Stock (SeriesefeRed Stock) and 2.5 million shares of Seriese@d@mable Convertible Preferred
Stock (Series B Preferred Stock) to a limited lisbcompany newly-formed by the EIPs. Upon thasfattion of certain revenue thresholds
and other conditions, principally related to théuwoe of transactions executed through the TraddéSparketplace, the Series A Preferred
Stock and Series B Preferred Stock are conveiitibdeSeries A and B Warrants, respectively, toegillvely purchase up to 8 million shares
of the Company's Class A common stock at an exepmise of $27.94 per share. To the extent thattimelitions to full conversion are not
satisfied, each share of unconverted Series A aRcteRerred Stock may be redeemed at the Compaptytpor may be converted into
1/100th of a share of the Company's Class A comstack. The Company has recognized a non-cash cba&235,200, equal to the fair
value of the 80,000 shares of Class A common dgstkable upon conversion of the preferred stoakgife of the conditions are met. The
Company will recognize additional non-cash chargéated to the issuance of these shares of prefstoek if and when they are converted
over the next six years, which non-cash chargekl@ggregate $53,644,800 if all conditions (inchglbut not limited to TradeSpark total
transaction revenues of at least $250,000,000nateand all shares of preferred stock are convertee fair value of the Preferred Stock was
estimated based on the value of the warrants ihfohnthe Preferred Stock would be converted (assgrill conversion), discounted for
liquidity, hedging, and dilution issues. The watswere valued using a modified Black-Scholes pgenodel and assumptions as to fisde
interest rate, expected life and range of expeotéatility of 6.3%, 10 years, and 32% to 55%, redjvely.

Municipal Partners: On July 21, 2000, MunicipaltRars, Inc. (MPI) sold its U.S. municipal bond beckge business and certain other assets
to Cantor Fitzgerald Partners (CFP), an affilidtéhe Company, in exchange for a payment by CF®Lg00,000 and the issuance by the
Company of 28,374 shares of the Company's Class#on stock having a value of $1,350,000. PurstealtPI's request, the Company's
Class A common stock was issued directly to theestadders of MPI, all but one of whom became emgésyof CFP in connection with the
transaction.

Although the purchased business and assets areddwn@FP, the Company is entitled to receive 65%efrevenues, if any, generated from
fully electronic municipal bond brokerage transaiesi. The Company issued its Class A common stookder to share in the potential future
municipal bond brokerage revenues from this busiaesl to assist CFP in its purchase of MPI. Thisksissuance has been treated as an
issuance on behalf of CFP, and the value of theksgsued has been reflected as a direct chargectomulated deficit in the Company's
statement of financial condition.
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In addition, in order to provide incentives to pamthe use of the eSpeed(sm) trading platfornoimection with the purchased business,
eSpeed granted an aggregate of 28,374 restrictedssbf its Class A common stock to certain emmeyd MPI in exchange for interest-
bearing promissory notes that are due July 21, 20H0Pledged Shares). The promissory notes deeted in the consolidated statement of
financial condition as Subscription Receivable witstockholders' equity. The Pledged Shares magdeemed, at the option of eSpeed, by
cancellation of the related note(s) if eSpeed datseceive $3,000,000 in electronic transactiseneies generated by Cantor's municipal
bond brokerage business for any consecutive 12tmeriod within three years of July 21, 2000 (tleef@mance Target).

The Company will record a charge to earnings infatyre quarter if the stock price is greater thanstock price at the time of the
transaction. If the Performance Target is met in@msecutive 12-month period, the Company will suea the stock issuance at that time,
and adjust the cumulative charge to earnings aowlyd If after three years the Performance Targeiot met, the Company will cancel the
promissory notes and any cumulative charges willdversed into current earnings. As of Decembef8@0, the stock price of the Company
was lower than the price at the time of issuancepwlingly, no charge was recognized in conneciith this transaction.

8. Long-Term Incentive Plan

The Company has adopted the eSpeed, Inc. 1999 Teng-Incentive Plan (the LT Plan) which providesdwards in the form of 1) either
incentive stock options or non-qualified stock ops (NQSOSs); 2) stock appreciation rights; 3) ret&td or deferred stock; 4) dividend
equivalents; 5) bonus shares and awards in li@blidations to pay cash compensation; and 6) ahards, the value of which is based in
whole or in part upon the value of eSpeed's comshock.

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

9. Options and Warrants

During the year ended December 31, 2000, the Coyniganed 3,770,312 options to employees pursuahetb T Plan. The exercise prices
for the options equaled or exceeded the valueeOibmpany's Class A common stock on the date &f @aard. The options generally vest
ratably over four or five years from the grant date

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

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

The weighted average grant date fair values of eyag stock options granted were $16.90 and $182%¢ year ended December 31, 2000
and the period ended December 31, 1999,

-68-



respectively. Had the Company accounted for thogtin its stock-based compensation plan basdtefair value of awards at grant date
in a manner consistent with the methodology of SRZS, the Company's net loss and loss per commere stould have increased by
$28,738,843 and $0.56, and $6,642,591 and $0.1%doyear ended December 31, 2000 and the penidedeDecember 31, 1999,
respectively.

Concurrent with the Offering, the Company issue,220 options to Cantor employees and a consultéet.estimated fair value of the
options at the time of the Offering resulted inn@dime non-cash charge to the Company of $2,880r0the period ended December 31,
1999. The business purpose for issuing the opti@ssto compensate the individuals who assiste@dmepany in its formation and the
completion of its initial public offering.

The Company issued 135,000 warrants to a consultainnection with the Offering. The grant daténeated fair value of $1,352,835 has
been recorded both as an increase to additiondlipaiapital and as an increase in Offering costelwhave been charged against additional
paid-in capital.

The fair value of the above options and warrants @sdimated using a modified Black-Scholes optiacing model. The Black-Scholes
option valuation model was developed for use iimeting the fair value of traded options that hawevesting 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 optionsehetvaracteristics significantly different from tleosf traded options, and because changes
in the subjective input assumptions can matergiligct the fair value estimate, in management'siopi the existing models do not
necessarily provide a reliable single measure efdir value of the stock options or warrants. @ksumptions which were used in the Black-
Scholes model for the year ended December 31, 200@he period ended December 31, 1999 includkenae interest rates of 5.25% and
6.0%, expected lives ranging from two to eight geand three to eight years, and expected volatifi§0% and 55% , respectively. There
were no assumed dividends.

In June 2000, the Company sold 1,333,332 warrantsitchase Class A common stock to business paraseadliscussed in Note 7. The
warrants expire in June 2010 and are generallycesadrle beginning December 2004. The estimated/&dire of the warrants at the time of
issuance resulted in a one-time non-cash chartieetGompany of $29,805,305. The fair value of tlaerants was estimated using a modified
Black-Scholes pricing model and assumptions aiskefree interest rate, expected life, and expeetgditility of 7.4%, 10 years, and 48%,
respectively.
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The following table summarizes changes in optionsaarrants from March 10, 1999 (date of commencgmEoperations) to December .
2000.

Cantor Wei ghted

e Speed Employee & Av erage

Emp loyee Consultant Exe rcise

Op tions Options  Warrants Total Price  Expiration Dates
Granted..........ccovvvvereeinicieienns 6,22 7,445 290,320 135,000 6,652,765 $22.00 12/2004 - 12/2009
Exercised.........coceeviiiiiiiiiiinns - - - - -
Canceled..........ccocovviiiiiiiiinnne (2 4,900) - - (24,900) $22.00
Balance, December 31, 1999................... 6,20 2,545 290,320 135,000 6,627,865 $22.00 12/2004 - 12/2009
Granted...........coeveiiiiiininnnns . 0,312 1,333,332 5,103,644 $25.76 2/2010 - 12/2010
Exercised. - - - - -
Canceled.........ccocovveininnnne. 2,460) - - (292,460) $24.38
Balance, December 31, 2000................... 9,68 0,397 290,320 1,468,332 11,439,049 $23.62 12/2004 - 12/2010

The following table provides further details refatito the Company's stock options and warrantsandsng as of December 31, 2000.

Options & Warrants Outstanding Options & Warrants Exercisable
Weighted
Weighted Average Weighted
Average Remaining Average
Number Exercise Contractual Life N umber Exercise
Range of Exercise Prices Outstanding Price (inyears) Exerci sable Price
10.00 to 19.99 2,220,510  $16.29 9.9 - -
20.00 to 29.99.... 7,049,483 22.22 8.3 2,14 5,657 $22.00
30.00 to 39.99.... 1,662,606 32.91 9.4 - -
40.00 t0 49.99.... 448,110 43.19 9.5 - -
50.00 to 59.99.... 44,894 55.01 9.2 - -
60.00 to 69.99.... 11,346 62.93 9.2 - -
70.00 to 77.00 2,100 74.80 9.2 - -
11,439,049 23.62 8.8 2,14 5,657 22.00

10. Stock Purchase Plan

The Company has adopted a qualified Employee SRockhase Plan to permit eligible employees to msetshares of eSpeed common s
at a discount. At the end of each quarterly purelpesiod, as defined, accumulated payroll dedustare used to purchase stock at a price
determined by a Stock Purchase Plan Administra@@immmittee, which will generally not be less tha®¥85f the lowest market price at
various defined dates during the purchase peribd.Jompany has reserved 425,000 shares of Classon stock for issuance under the
Stock Purchase Plan. During the year ended Dece®ih@000, the Company issued 16,863 shares toogegs at an average price of
$21.99. In 2001, the Company issued 13,601 sh&@kmss A common stock at a price of $13.33 pereshaconsideration of amounts

withheld in the fourth quarter.

11. Deferred Compensation Plan

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

Plan.
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The Plan is available to all employees of the Camgpaeeting certain eligibility requirements andgigject to the provisions of the Employ
Retirement Income Security Act of 1974. Employestdbutions are directed to one or more investnfiends, one of which, beginning in
2000, invests in the Company's Class A common dthekeSpeed Stock Fund). The Company will matetirdmutions to the eSpeed Stock
Fund annually with up to $3,000 of the Companyas€IlA common stock per participant. In 2001, them@any will contribute 13,764 shares
of its Class A common stock relating to employestgbutions to the eSpeed Stock Fund for the yaded December 31, 2000. The
administration of the Plan is performed by CFLPe TBompany pays its proportionate share of suchrasdtrative costs under the
Administrative Services Agreement.

12. Regulatory Capital Requirements

Through its subsidiary, eSpeed Government Secsiritie., the Company is subject to Securities axchBnge Commission (SEC) broker-
dealer regulation under Section 15C of the Seegriixchange Act of 1934, which requires the maariea of minimum liquid capital, as
defined. At December 31, 2000, eSpeed Governmaniriies, Inc.'s liquid capital of $28,944,299 viagxcess of minimum requirements
$28,919,299.

Additionally, the Company's subsidiary, eSpeed 8tes, Inc., is subject to SEC broker-dealer ragjoh under Rule 17a-5 of the Securities
Exchange Act of 1934 which requires the maintenarficeinimum net capital and requires that the rafiaggregate indebtedness to net
capital, both as defined, shall not exceed 15 #it December 31, 2000, eSpeed Securities, Incneadapital of $3,723,330, which was
$3,552,207 in excess of its required net capitad, @Speed Securities, Inc.'s net capital ratio®a38 to 1.

13. Segment and Geographic Data

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

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

For the year

from March 10,

ended 1999 to
December 31, December 31,

2000 1999
Transaction Revenues: (restated) (restated)
BUIOPE. oot $13,214,668 $ 5,392,923
X T RS, 1,397,154 450,457
Total NON-AMEriCas.......ccceeeeeeeeeeeiiiiininns 14,611,822 5,843,380
AMENICAS. ..evvviieieeeeei e 55,675,557 16,010,222
Total oo $70,287,379 $21,853,602

December 31,

December 31,

Average long-lived assets 2000 1999

LU0 o1 OPP $2,225,886 $2,257,914
ASIB..iiiiiiii e 791,570 925,790
Total NON-AMericas.....cccccovvcvveevvicieneeneee 3,017,456 3,183,704
AMEIICAS. ..vii it 13,736,827 5,236,613
Totaloiioiiii e $16,754,283 $8,420,317

14. Subsequent Event

On January 29, 2001, the Company and Cantor agodedn a limited partnership (the LP) to acquireiaterest in Freedom International
Brokerage (Freedom), a Canadian government sexsulitoker-dealer. The Company has agreed to cater8i0,770 shares of its Class A
common stock to the LP as a limited partner, wigictitles the Company to 75% of the LP's capit@riest in Freedom. The Company will
share in 15% of the LP's cumulative profits butinatumulative losses. Cantor agreed to contril0® 589 shares of the Company's Class A
common stock as the general partner. Cantor willlleeated all of the LP's cumulative losses or 8F%he cumulative profits. The LP will
exchange the 414,359 shares for a 66.7% interéseedom. In addition, the Company will issue watsdo purchase 400,000 shares of its
Class A common stock to provide incentives to ttheoFreedom owner participants to migrate to thex@any's fully electronic platform.
Accordingly, the Company currently expects to rec@mnon-cash charge of approximately $3,600,000 thvee years, representing the value
of the warrants. To the extent necessary to préec€ompany from any allocation of losses, Caistoequired to provide future capital
contributions to the LP up to an amount that wounlke Cantor's total contribution equal to the Comyfsainitial investment in the LP.

The Company will be entitled to receive 65% of ¢ghectronic transaction services revenues genemgté&deedom and Freedom will receive
35% of the revenues. The Company will also rec8bis of Freedom's revenues derived from all voicgsted transactions, other
miscellaneous transactions and the sale of magtatat other information.

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 Canafitimcial institutions that are participants
in Freedom. Freedom is a Nova Scotia unlimitedlitgcompany. The Company believes that Freedony ex@erience significant shagrm
losses as the voice brokerage business of Freesloanverted to a fully electronic marketplace. Adangly, the Company was willing to
accept a reduced profits interest in order to avebgnizing potentially significant short-termdes prior to the anticipated achievement by
Freedom of profitability. The Company determinee #ippropriate number of shares and warrants tedoed by it in this transaction baset
the anticipated benefits to be realized by it dredgtructure of the profit and loss arrangement.
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15. Restatement

The Company has restated its consolidated finastagééments for the year ended December 31, 20D€harperiod from March 10, 1999 to
December 31, 1999 to revise its presentation &f &lectronic transaction revenues and its metHatoounting for its stock issuance to the
shareholders of MPI.

The restated financial statements reflect, pursteagtiidance contained in the Financial Accounfitgndards Board's Emerging Issues Task
Force No. 99-19, the Company's fully electroninsactions net of the fulfillment services fees tivat paid to related parties. Fully electronic
transactions are reflected as transactions witligdlparties because they are implemented pursuaatvices agreements entered into with
related parties. The effect of this restatemettd eliminate fulfillment services fee expenses 27,803,849 and $3,527,945 for the year er
December 31, 2000 and the period from March 10918®December 31, 1999, respectively, and to rethiee€ompany's fully electronic
transaction revenues in each of those periods ®gaal amount. This change in presentation hasvilhidave no effect on the Company's
loss, net income, earnings per share or cash flomeny prior or future period.

In addition, the financial statements have beetated to present the shares issued by the Compahg shareholders of MPI in connection
with CFP's acquisition of the business of MPI asogk issuance rather than as a non-cash busiagsepsecurities expense of the Company
for the year ended December 31, 2000 due to th&etparty nature of the transaction. The impathisfchange reduced the Company's net
loss for the year ended December 31, 2000 by $1088Q$0.02 per share) but had no effect on stddins’ equity of the Company at
December 31, 2000.

The following table summarizes the impact of theatement on the Company's statement of operations:

For the year/period ended: Dec ember 31, 2000 December 31, 1999
As previou sly As As previously As
reported restated reported restate d

Fully electronic transaction revenues $ 80,596,5 52 $52,692,703 $10,079,842 $ 6,551, 897
Total revenues 118,930,8 90 91,027,041 38,188,925 34,660, 980
Fulfillment services fees expense 27,903,8 49 - 3,527,945 -
Non-cash business partner

securities expense 33,390,5 05 32,040,505 - -
Total expenses 178,936,7 50 149,682,901 50,987,727 47,459, 782
Net loss (60,411,9 85) (59,061,985) (12,586,913) (12,586, 913)
Net loss per share (1. 17) (1.15) (.28) ( .28)

16. Quarterly Information (Unaudited)

The following table reflects the unaudited quayteesults of operations of the Company for 2000 H9@9 and gives effect to the restatement
described in Note 15:

2000 Quarter Ended

March 31 June 30 September 30 December 31
As previously  As As previously ~ As  As previously As As previously  As
reported  restated reported restated  reported restate d reported restated

Total revenues ...... $24,250,227 $19,174,426 $
Total expenses ...... 29,083,643 24,007,842

Loss before provision
for income taxes .... $(4,833,416) (4,833,416)
Income tax provision 92,500 92,500

Net loss ............ $(4,925,916) $(4,925,916) $

Net loss per share .. $ (0.10)$ (0.10) $

March 10 through 26,
As previously As  As
reported restated r

Loss before provision
for income taxes .... (538,508) (538,508) (
Income tax benefit.. (13,470) (13,470)

29,658,717 $22,501,762 $ 29,373,596 $22,491,5
68,578,359 61,421,404 40,572,267 32,340,2

(38,910,642) (38,919,642) (11,198,671) (9,848,6
107,500 107,500 88,125 88,1

(39,027,142) $(39,027,142) $(11,286,796) $(9,936,7

(0.76) $ (0.76)$ (0.22)$ (0.

1999 Quarter Ended

June 25 September 24
previously  As As previously  As
eported  restated  reported restated

0,569,356 $10,165,641 $11,621,863 $10,715,113

3,321,989 12,918,274 15,116,370 14,209,620

2,752,633) (2,752,633) (3,494,507) (3,494,507
(68,849) (68,849) (89,488) (89,488

96 $35,648,350 $26,859,257
67 40,702,481 31,913,388

71) $(5,054,131) (5,054,131)
25 118,000 118,000

96) $(5,172,131) $(5,172,131)

19) $ (0.10)$ (0.10)

December 31
As previously  As
reported  restated

$14,049,456 $11,858,793

20,062,610 17,871,947

) (6,013,154) (6,013,154)
) (40,082) (40,082)



Net IoSs ........... $(525,038) $ (525,038) $( 2,683,784) $(2,683,784) $(3,405,019) $(3,405,019 ) $(5,973,072) $(5,973,072)

Net loss per share .. $ (0.01) $ (0.01) $ (0.06) $ (0.06) $ (0.08) $ (0.08 )$ (013)$ (0.13)
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING
AND FINANCIAL DISCLOSURE

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

The following table provides information as of Fedwry 8, 2001 regarding our directors and execuifiieers.

Name Age Title

Howard W. Lutnick............. 39 Chairman of th e Board and Chief Executive
Officer

Frederick T. Varacchi......... 35 President and Chief Operating Officer;
Director

Douglas B. Gardner............ 39 Vice Chairman; Director

Jeffrey G. Goldflam........... 47 Senior Vice Pr esident and Chief Financial
Officer

Stephen M. Merkel............. 42 Senior Vice Pr esident, General Counsel and
Secretary

Richard C. Breeden............ 51 Director(1)

Larry R. Carter............... 57 Director(1)

William J. Moran.............. 59 Director(1)

Joseph P. Shea................ 46 Director

(1) Non-employee director and member of the Audit &ompensation Committees.

Howard W. Lutnick. Mr. Lutnick has been our Chaimra the Board of Directors and Chief Executiveidf since June 1999. Mr. Lutnick
joined Cantor in 1983 and has served as PresigeinChief Executive Officer of Cantor since 1991. dtieects all facets of eSpeed's ¢
Cantor's worldwide operations. Mr. Lutnick's compa@F Group Management, Inc., is the managing gémpartner of Cantor. Mr. Lutnick
serves as cohairman of the Cantor Exchange(sm). Mr. Lutnick imember of the Executive Committee of the Inttéduseum Foundatior
Board of Trustees, the Zachary and Elizabeth Mhéti€enter for Alzheimer's Disease Research at&elt&r University, the Board of
Managers of Haverford College, the Board of Dirextof City Harvest and the Board of Directors ofiN¥ork City Public/Private Initiative:
Inc.

Frederick T. Varacchi. Mr. Varacchi has been o@sRlent and Chief Operating Officer since June 1889 Varacchi has been an Executive
Managing Director and the Chief Operating OfficECantor since October 1999. From March 1998 tmfet 1999, he served as Senior
Managing Director and Chief Information Officer @antor. Before joining Cantor, Mr. Varacchi was BeWVice President and Chief
Technology Officer of Greenwich Natwest, a finahsirvices division of National Westminster Bankerseeing information technology for
the company from January 1995 to February 1998nRviarch 1990 to January 1995, Mr.
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Varacchi worked for Chase Manhattan Bank, wherhéie a variety of senior technology positions, unithg Head of Global Network
Systems for Private Banking. From January 1989 &odil 1990, Mr. Varacchi served in a variety of pjoss with Salomon Smith Barney,
including as Head of Front Office Systems.

Douglas B. Gardner. Mr. Gardner has been our Vitgitthan since June 1999. Mr. Gardner has been ecuixe Managing Director of
Cantor since October 1999. He previously serveSieasor Managing Director and Chief Administrativéi€er of Cantor from January 1994
to October 1999, where he was responsible for eeéng all worldwide finance and support relateccfions. Mr. Gardner serves as a dire
and is on the executive and finance committeekefXantor Exchange(sm). Prior to joining Cantor, Glardner was a partner of DG
Equities, a commercial and residential real estateloper and owner. From 1983 to 1985, Mr. Gardreer associated with Lehman Brothers
in the High-Technology Division of its Corporaten&ince Department. Mr. Gardner is a member of tredBof Directors of the Government
Securities Clearing Corporation and the NationaliFes Association.

Jeffrey G. Goldflam. Mr. Goldflam has been our $eMice President and Chief Financial Officer silgsptember 2000. Mr. Goldflam has
been Senior Vice President and Chief Financiald®ffof Cantor since September 2000. From July 1@%eptember 2000, Mr. Goldflam
was Executive Vice President and Chief Financidilo®f of Fimat USA, Inc., a wholly-owned subsidiarfySociete Generale Bank, a French
bank, and from August 1989 to July 1995, he wascHbee Vice President and Chief Financial OfficéBoody, White & Co., a financial
services firm that was acquired by Fimat USA, incl995. Prior to 1989, Mr. Goldflam was Senior &®resident, Treasurer and a member
of the Board of Directors of Thomson McKinnon Seties Inc., a financial services firm.

Stephen M. Merkel. Mr. Merkel has been our Senime\President, General Counsel and Secretary dinmoe 1999. Mr. Merkel has been
Executive Managing Director, General Counsel amcté&ary of Cantor since December 2000 and was 8¥ite President, General Coun
and Secretary of Cantor from 1993 to December 2PB0Merkel is responsible for Cantor's legal, cdiampce, tax, risk and credit
departments. Mr. Merkel serves as a director amde&ay of the Cantor Exchange(sm). Prior to jagn@antor, Mr. Merkel was Vice
President and Assistant General Counsel of Goldgaahs & Co. from February 1990 to May 1993. Fropt&aber 1985 to January 1990,
Mr. Merkel was associated with the law firm of Raleiss, Rifkind, Wharton & Garrison.

Richard C. Breeden. Mr. Breeden has been our diregice December 1999. Mr. Breeden has been Chaiohthe Board and Chief
Executive Officer of Equivest Finance, Inc., a pelpltraded vacation ownership company, since Cetdl®97 and President since October
1998. Mr. Breeden has served as Trustee for the@8eRunding Group, Inc. since 1996. Mr. Breedao &las served as President of Richard
C. Breeden & Co., a consulting firm, since 199&rkr1993 to 1996, Mr. Breeden served as Chairmdneofvorldwide financial services
practice of Coopers & Lybrand and, from 1989 to3,99r. Breeden was Chairman of the U.S. Securéies Exchange Commission. Mr.
Breeden was a director of The Philadelphia StoathBrge, Inc.
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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 Adtrdtian and as Chief Financial Officer and Secsetar July 1997, he was promoted to
Senior Vice President, Finance and Administratdnief Financial Officer and Secretary. From 1993dauary 1995, Mr. Carter was Vice
President and Corporate Controller at Advanced d/izevices. His career also includes four years WithS.I. Technology Inc. as Vice
President, Finance and Chief Financial Officer vl years at S.G.S. Thompson Microelectronics &scVice President, Finance,
Administration and Chief Financial Officer. He algoent 19 years at Motorola, Inc., where he heldreety of financial positions, the last
being Vice President and Controller, M.O.S. Grddp. Carter is on the Board of Directors of Ciscs®yns, Network Appliance, Inc.,
Transmeta Corp. and QLogic Corporation.

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

Joseph P. Shea. Mr. Shea has been our directer Bexember 1999. Mr. Shea has been with Cantoe 4i889. He has been Executive
Managing Director since October 1999, was Seniondgéng Director in charge of U.S. taxable fixeddne securities from 1997 to 1999,
was Managing Director of the corporate bond and gosernment agency securities departments froms 199997 and was Managing
Director of the corporate bond department from 1@88995.

Committees of the Board

Our board of directors has an Audit Committee a@@bmpensation Committee. The members of our Audih@ittee are Messrs. Breeden,
Carter and Moran, all of whom are independent ¢tirsc Our Audit Committee selects the independaditars, 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 performethb independent auditors.

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

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

Based solely on our review of the copies of suecmforeceived by it with respect to fiscal 2000nwoitten representations from certain
reporting persons, to the best of our knowleddeepbrts were filed on a timely basis.
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ITEM 11. EXECUTIVE COMPENSATION

The following table provides certain summary infatian concerning all compensation earned by ouefxecutive Officer and each of the
other four most highly compensated executive offi¢eollectively, the Named Executive Officers) whannual salary and bonus for the
period from March 10, 1999 through December 31918&d the year ended December 31, 2000 exceed@D®0D0N the aggregate.

Summary Compensation Table

Lon g-Term
Comp ensation
Aw ards
Securitie s Underlying
Name and Principal Position Yea r Salary Bonus Opt ions (#)
Howard W. Lutnick.................... 200 0 $350,000 $650,000 6 25,000
Chairman and Chief 199 9 280,000 2,5 00,000
Executive Officer
Frederick T. Varacchi................. 200 0 500,000 500,000 2 00,000
President and Chief Operating 199 9 400,000 8 00,000
Officer
Douglas B. Gardner.................... 200 0 250,000 350,000 75,000
Vice Chairman 199 9 200,000 3 75,000
Jeffrey G. Goldflam.................. 200 0 38,356 62,500 80,000
Senior Vice President and
Chief Financial Officer
Stephen M. Merkel..................... 200 0 150,000 300,000 1 00,000
Senior Vice President and 199 9 120,000 1 00,000

General Counsel
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The following table sets forth the options grandeding 2000 and the value of the options held ondb@ber 31, 2000 by our Named
Executive Officers:

OPTION GRANTS IN LAST FISCAL YEAR

Individual Grants

Percent of
Number of Total
Shares Option S
Underlying Granted to  Exercise or
Options  Employee sin Base Price Expiration Grant D ate
Name Granted 2000 ($/share) Date Present Va lue ($)
Howard W. Lutnick......... 625,000(1) 17.0 % $16.875 11/27/10 8,352,4 05(3)
Frederick T. Varacchi..... 200,000(1) 5.4 16.875 11/27/10 2,672,7 70(3)
Douglas B. Gardner........ 75,000(1) 2.0 16.875 11/27/10 1,002,2 89(3)
Jeffrey G. Goldflam....... 65,000(2) 1.8 27.50 9/17/10 1,289,0 08(4)
15,000(1) 0.4 16.875 11/27/10 200,45 8(3)
Stephen M. Merkel......... 100,000(1) 2.7 16.875 11/27/10 1,336,3 85(3)

(1) Twenty percent of the options vest on Noveni#t8r2001 and 5% vest quarterly thereafter.
(2) Twenty percent of the options vest on SepteBef001 and 5% vest quarterly thereafter.

(3) The fair value of the options was estimateatigisi modified Black-Scholes option pricing moded éime following assumptions: risk-free
interest rate of 5.25%, no expected dividends, ebgokstock price volatility of 80% and assumedéaekercised at 80% of their original life.

(4) The fair value of the options was estimateadigisi modified Black-Scholes option pricing moded éime following assumptions: risk-free
interest rate of 5.83%, no expected dividends, egokestock price volatility of 65% and assumeddekercised at 80% 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, 2000.

Aggregated Option/SAR Exercises In Last Fiscal Yaat Fiscal Year-End Option/SAR Values

Number of Securities

Shares Value Underlying Unexercised Value of Unexerci sed In-the-
Acquired Realized Options/SARs at Fiscal Money Options/ SARs at
on on Year-End (#) Fiscal Year- End($)(1)
Exercise Exercise e e s
Name #) %) Exercisable  Unexercisable Exercisable Une xercisable
Howard W. Lutnick ....... 0 - 1,000,000 2,125,000 0 0
Frederick T. Varacchi... 0 - 200,000 800,000 0 0
Douglas B. Gardner ...... 0 - 93,750 356,250 0 0
Jeffrey G. Goldflam ..... 0 -- 0 80,000 0 0
Stephen M. Merkel ....... 0 -- 25,000 175,000 0 0

(1) Based on the last reported price of $15.675HerClass A common stock on December 29, 2000.
Compensation of Directors

Directors who are also our employees do not recailditional compensation for serving as directbr2000, we granted our non-employee
directors options to purchase 10,000 shares o€tasgs A common stock at an exercise price per ségural to $17.00, which was the price of
our Class A common stock on the date of grant, mt@6, 2000. These options vest in three equtliments beginning on the first of three
semi-anniversaries of the date of grant. Non-engBajirectors were also reimbursed for out-of-poekgienses incurred in attending
meetings of our board of directors or committeeswfboard of directors. Beginning in 2001, our ssonployee directors will receive annual
compensation of $25,000 and options to purchas#®®0Ghares of our Class A common stock, which aptghall vest in three equal
installments beginning on the first of three senmigersaries of the date of grant. They will alsoaive compensation for each quarterly
meeting of the board of directors attended of $2&@d options to purchase 1,500 shares of our @lassnmon stock, which options shall
vest in three equal installments beginning on its¢ 6f three semanniversaries of the date of grant and will recdi¥@00 for each additior
board of directors or committee of the board oédiors meeting actually attended, whether by teleplor otherwise. If both a board of
directors and committee of the board of directoegtimg are held on the same date, an aggregate@®will be paid for attendance at both
meetings. Non-employee directors will also be raimnsbd for all out-of-pocket expenses incurred farating meetings of our board of
directors or committees of our board of directors.
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Compensation Committee Interlock and Insider Partigpation

The Compensation Committee of our board of direxctonsists of Messrs. Breeden, Carter and MordrafAhe members of the
Compensation Committee are non-employee directaisage not former officers. During 2000, none aof 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
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

By Management. The following table sets forth dertaformation, as of February 8, 2001, with regpedhe beneficial ownership of our
common equity by: (i) each director; (ii) each loé tNamed Executive Officers; and

(iii) all executive officers and directors as agpoEach person listed below can be reached dieadquarters located at One World Trade
Center, 103rd Floor, New York, NY 10048. Share€laiss B common stock are convertible into shar&3lads A common stock at any time
in the discretion of the holder on a one-for-onsi®iaAccordingly, a holder of Class B common stscleemed to be the beneficial owner of
an equal number of shares of Class A common strgudrposes of this table.

Beneficial Ownership(1)

Class A common Class B common
stock stock

Name Shares % Shares %
Howard W. LutnicK..........cccceeviiiiinnnne. 36,490,662(2) 69.0%(3) 32,724,600(4) 100%
Frederick T. Varacchi(5) 235,896 1.2%(6) -- --
Douglas B. Gardner(7)........cccccvvvveveerennn. 126,383 * --
Jeffrey G. Goldflam...........cccoeeennnnene 91 *
Stephen M. Merkel(8).........cccocveeeniiinnennne 44,440 * -
Richard C. Breeden(9).......cccccceeevvvviinnnnns 35,833 * --
Larry R. Carter(10)......ccceveeeeeeeveeiincnnns 58,833 * --
William J. Moran(11)........cccoeeeeiiierenanns 16,333 * -
Joseph P. Shea(12)......ccccceevvvieeeiiiinnnn. 106,004 *

All executive officers and directors as a group
(9 PEISONS)...uviieiiieiiieeiiee e 37,114,475 69.6%(13) 32,724,600 100%

* Less than 1 %

(1) Based upon information supplied by officers diréctors, and filings under Sections 13 and 1thefSecurities Exchange Act of 1934, as
amended (the "Exchange Act").

(2) Includes (1) 1,000,000 shares of Class A comatook subject to options currently exercisablexarcisable within 60 days of February
8, 2001,

(2) 5,839,019 shares of Class B common stock helddmtor Fitzgerald, L.P., which shares are imntetiiaconvertible into shares of Clas!
common stock, (3) 26,885,581 shares of Class B aomstock held by Cantor Fitzgerald Securities, Whabares are immediately converti
into Class A common stock, (4) 2,217,208 shareSlats A common stock held by Cantor Fitzgerald 8tes and (5) 193,735 shares of
Class A common stock held by CF Group Managemant,[boes not include 605,254 shares of Class A comstock to be transferred to
Mr. Lutnick and 193,734 shares of Class A commouglsto be transferred to CF Group Management,da@art of a deferred stock transfer
by Cantor Fitzgerald, L.P. to Cantor Fitzgerald? Lpartners in connection with the modificatiorCaintor Fitzgerald, L.P. partnership units,
subject to forfeiture with respect to limited pamnts in the event of discontinued status as a ldmpttner or violations of certain
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provisions of the Cantor Fitzgerald, L.P. partngrslyreement determined as of July 2001 and Jarf@@%. Cantor Fitzgerald, L.P. is the
managing partner of Cantor Fitzgerald SecuritidsGZoup Management, Inc. is the managing generéigraof Cantor Fitzgerald, L.P. and
Mr. Lutnick is the President and sole stockholde€CB Group Management, Inc.

(3) Percentage based on (1) 19,159,612 sharess$ @l common stock outstanding on February 8, 2@)1B2,724,600 shares of Class B
common stock immediately convertible to Class A nwn stock and (3) 1,000,000 shares of Class A camstack subject to options
currently exercisable or exercisable within 60 dafyEebruary 8, 2001.

(4) Includes (1) 5,839,019 shares of Class B comstock held by Cantor Fitzgerald, L.P., which sekaee immediately convertible into
shares of Class A common stock and (2) 26,885,68fes of Class B common stock held by Cantor FitddeSecurities, which shares are
immediately convertible into Class A common stdckntor Fitzgerald, L.P. is the managing partneCafitor Fitzgerald Securities. CF Gr¢
Management, Inc. is the managing general partn€aotor Fitzgerald, L.P. and Mr. Lutnick is the ident and sole stockholder of CF
Group Management, Inc.

(5) Includes 200,000 shares of Class A common stablect to options currently exercisable or exsatsie within 60 days of February 8,
2001. Does not include 34,499 shares of Class Anvomstock to be transferred to Mr. Varacchi as pba deferred stock transfer by Cantor
Fitzgerald, L.P. to Cantor Fitzgerald, L.P. parthén connection with the modification of Cantotzgerald, L.P. partnership units, subject to
forfeiture with respect to limited partners in #neent of discontinued status as a limited partneialations of certain provisions of the Car
Fitzgerald, L.P. partnership agreement determirseaf duly 2001 and January 2002.

(6) Percentage based on 19,159,612 shares of £le@simon stock outstanding on February 8, 200128€J000 shares of Class A common
stock subject to options currently exercisablex@reisable within 60 days of February 8, 2001.

(7) Includes 93,750 shares of Class A common stablect to options currently exercisable or exatuis within 60 days of February 8, 20
Does not include 37,365 shares of Class A comnukgb be transferred to Mr. Gardner as part offemled stock transfer by Cantor
Fitzgerald, L.P. to Cantor Fitzgerald, L.P. partnierconnection with the modification of Cantorzgiérald, L.P. partnership units, subject to
forfeiture with respect to limited partners in #neent of discontinued status as a limited partneialations of certain provisions of the Car
Fitzgerald, L.P. partnership agreement determirseaf duly 2001 and January 2002.

(8) Includes (1) 2,250 shares of Class A commockst@neficially owned by Mr. Merkel's spouse and22,000 shares of Class A common
stock subject to options currently exercisablexareisable within 60 days of February 8, 2001. Doasinclude 19,063 shares of Class A
common stock to be transferred to Mr. Merkel as pia deferred stock transfer by Cantor Fitzgeral®. to Cantor Fitzgerald, L.P. partners
in connection with the modification of Cantor Figzgld, L.P. partnership units, subject to forfesturith respect to limited partners in the
event of discontinued status as a limited partnefialations of certain provisions of the Cantotzgerald, L.P. partnership agreement
determined as of July 2001 and January 2002.

(9) Includes 13,333 shares of Class A common stablect to options currently exercisable or exafdis within 60 days of February 8, 20

(10) Consists of (1) 45,500 shares of Class A comatock owned by Cavallino Ventures LLC, of which.\@arter is the President and (2)
13,333 shares of Class A common stock subjecttiormpcurrently exercisable or exercisable withinddys of February 8, 2001.

(11) Includes 13,333 shares of Class A common stablect to options currently exercisable or exsagie within 60 days of February 8,
2001.

(12) Includes 62,500 shares of Class A common stablect to options currently exercisable or exsadsie within 60 days of February 8,
2001. Does not include 43,504 shares of Class Anomstock to be transferred to Mr. Shea as paatdsferred stock transfer by Cantor
Fitzgerald, L.P. to Cantor Fitzgerald,
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L.P. partners in connection with the modificatidrCantor Fitzgerald, L.P. partnership units, subjedorfeiture with respect to limited
partners in the event of discontinued status asitel partner or violations of certain provisicofsthe Cantor Fitzgerald, L.P. partnership
agreement determined as of July 2001 and Janu@d. 20

(13) Percentage based on (1) 19,159,612 sharelssd & common stock outstanding on February 8, 2@)132,724,600 shares of Class B
common stock immediately convertible to Class A nwn stock and (3) 1,421,249 shares of Class A camstack subject to options
currently exercisable or exercisable within 60 dafyEebruary 8, 2001.

By Others. The following table sets forth certaiformation, as of February 8, 2001, with respec¢h&obeneficial ownership of our common
equity by each person or entity known to us to Getadly own more than 5% of our Class A commoncétand Class B common stock, other
than our officers and directors. Unless indicatétewise, the address of each entity listed is @ioeld Trade Center, New York, NY 10048,
and each entity listed has sole voting and investipewer over the shares beneficially owned. Shaf€dass B common stock are
convertible into shares of Class A common stockngttime in the discretion of the holder on a ooeene basis. Accordingly, a holder of
Class B common stock is deemed to be the benefiginkr of an equal amount of number of shares a§<A common stock for purposes of
this table.

Name Beneficial Ownership(1)
Class A common stock Class B common s tock
Shares % Shares %(2)
Cantor Fitzgerald Securities.........ccccc........ .. 29,102,789(3) 56.1%(4) 26,885,581 82.2%
Cantor Fitzgerald, L.P.........oooeeviennne .. 34,941,808(5) 67.3%(4) 32,724,600(6) 100%
CF Group Management, INC............coccuveeeennee .. 35,135,543(7) 67.7%(4) 32,724,600(6) 100%
Delaware Management Holdings(8).................... .. 1,040,099 5.4%(9) -- --
Delaware Management Business Trust(10)............. . 987,700 5.2%(9)
Essex Investment Management Company(11)............ ... 1,156,050 6.0%(9) -

(1) Based upon filings under Section 13 of the BExgje Act.
(2) Based on 32,724,600 shares of Class B comnoek sutstanding on February 8, 2001.
(3) Includes 26,885,581 shares of Class B comnmksthich are immediately convertible into share€lass A common stock.

(4) Percentage based on 19,159,612 shares of £le@simon stock outstanding on February 8, 20013%d24,600 shares of Class B
common stock immediately convertible into Classofnenon stock.

(5) Consists of (1) 5,839,019 shares of Class Brmomstock owned by Cantor Fitzgerald, L.P., of vat3¢154,181 shares will be transferred
as part of a deferred stock transfer by CantogEitald, L.P. to Cantor Fitzgerald, L.P. partnersannection with the modification of Cantor
Fitzgerald, L.P. partnership units, subject toddtfre with respect to limited partners in the evardiscontinued status as a limited partner or
violations of certain provisions of the Cantor Bitzald, L.P. partnership agreement determined dslgf2001 and January 2002,

(2) 2,217,208 shares of Class A common stock oviaye@antor Fitzgerald Securities and (3) 26,885 &&res of Class B common stock
owned by Cantor Fitzgerald Securities,
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which shares are immediately convertible into CRgommon stock. Cantor Fitzgerald, L.P. is the atang partner of Cantor Fitzgerald
Securities.

(6) Consists of 5,839,019 shares of Class B comstmek owned by Cantor Fitzgerald, L.P. and 26,885 ghares of Class B common stock
owned by Cantor Fitzgerald Securities. Cantor [itafyl, L.P. is the managing partner of Cantor [eitatyl Securities. CF Group Managem
Inc. is the managing general partner of Cantorgeitald, L.P.

(7) Consists of (1) 193,735 shares of Class A comstock held by CF Group Management, Inc., (2) 2,208 shares of Class A common
stock held by Cantor Fitzgerald Securities, (3886,581 shares of Class B common stock held bydC#itzgerald Securities, which shares
are immediately convertible into Class A commorcktand (4) 5,839,019 shares of Class B common steltkby Cantor Fitzgerald, L.P.,
which shares are immediately convertible into CRRgommon stock. CF Group Management, Inc. is thaaging general partner of Cantor
Fitzgerald, L.P. Does not include 193,734 shareSlass A common stock to be transferred to CF GiMapagement, Inc. as part of a
deferred stock transfer by Cantor Fitzgerald, toRCantor Fitzgerald, L.P. partners in connectidgtinwhe modification of Cantor Fitzgerald,
L.P. partnership units, subject to forfeiture widspect to limited partners in the event of distm#d status as a limited partner or violations
of certain provisions of the Cantor Fitzgerald, .LpBrtnership agreement determined as of July 20@1January 2002.

(8) The address of Delaware Management Holding8@% Market Street, Philadelphia, PA 19103. Delawdanagement Holdings has sole
dispositive power with respect to only 1,036,298rsk of Class A common stock.

(9) Percentage based on 19,159,612 shares of £le@®mon stock outstanding on February 8, 2001.

(10) The address of Delaware Management Business i&r2005 Market Street, Philadelphia, PA 19T08daware Management Business
Trust has sole dispositive power with respect ty 883,900 shares of Class A common stock. Lindtdtional Corp. is the ultimate parent
Delaware Management Business Trust.

(11) The address for Essex Investment Managememp@oy is 125 High Street, Boston, MA 02110. Essses$tment Management
Company has sole voting power with respect to 801,875 shares of Class A common stock.
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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@eed(sm) 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 camee3,350,000 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 lnefine 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 Joint Services Agreement with Cantorpwa and operate the electronic trading systemsaamdesponsible for providing
electronic brokerage services, and Cantor prowdéae-assisted brokerage services, clearancegisettit and other fulfillment and related
services, such as credit and risk management sspowversight of client suitability and regulategmpliance, sales positioning of products
and other services customary to brokerage opemtititis agreement provides for a perpetual term.

Revenue sharing arrangement

Under the Joint Services Agreement, we and Cahtmescommissions derived from transactions effeictéde marketplaces in which we
collaborate and other specified markets. We haveealto collaborate with Cantor to determine theamh of commissions to be charged to
clients that affect transactions in these markegdahowever, in the event we are unable to agiteeGantor with respect to a transaction
pricing decision, Cantor is entitled to make thefipricing decision with respect to transactiamsvihich Cantor provides voice-assisted
brokerage services and we are entitled to makérthkpricing decision with respect to transactidinat are fully electronic. We may not mz
a final transaction pricing decision that resuftshie share of transaction commissions receive@dntor being less than Cantor's actual cost
of providing clearance, settlement and fulfillmeetvices and other transaction services. The Coyngiath Cantor share revenues derived
from transactions effected in the marketplaceshittvwe collaborate and other specified market® fdrtion of the transaction revenues
we and Cantor receive are based on several fagtotsding whether: (1) the marketplace is one ol we collaborate with Cantor; (2) the
transaction is fully electronic or Cantor providesce-assisted brokerage services; (3) the pradaded is a financial product; and (4) the
product is traded on the Cantor Exchange(sm). Enegntage of the transaction revenues we recengesarom 2.5% to 65%. However, in
general, we receive 65% of the transaction
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revenues for fully electronic transactions and Gargceives 35% of the transaction revenues. Caat@ives 93% of the transaction rever
for voice-assisted brokerage transactions and eeive 7% of the transaction revenues. In addiifathe transactions relate to a gaming
business, we receive 25% of the net trading re\@nue

System services

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

(5) voice and data communications, (6) supportdaalopment of systems for clearance, settlemeahbdrer fulfillment services, (7)
systems support for Cantor brokers, (8) electrapjglications systems and network support and dpugdat for the unrelated dealer
businesses with respect to which we do not colkaieowith Cantor and (9) provision and/or implem#éataof existing electronic applications
systems, including improvements and upgrades themat use of the related intellectual propertiitsghaving application in a gaming
business. Cantor pays to us an amount equal wirtset and indirect costs, including overhead, tatncur in performing these services.

Intellectual property

Cantor has granted to us a license covering Camatents and patent applications that relate t@8Speed(sm) system. The license is
perpetual, irrevocable, worldwide and royalty feewl is exclusive, except in the event that (1) meuawilling 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 atiah 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 grawmted fa non- exclusive, perpetual, irrevocable weide, royalty-free right and license to use
the servicemarks "Cantor Exchange(sm)," "Interacklatching(sm)," "MOLE(sm)"and "CX(sm)".

Non-competition and market opportunity provisions

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

Under our Administrative Services Agreement witmtoa, Cantor provides certain administrative anchaggement services to us. Cantor
makes available to us some of its administrativet @her staff, including its internal audit, treasuegal, tax, human resources, corporate
development and accounting staffs. Members of thdés arrange for our insurance coverage andigecy wide array of services, including
administration of our personnel and payroll operaij benefits administration, internal audits, Ifies management, promotional sales and
marketing, legal, risk management, accounting argteparation and other services. We reimbursédCéor the actual costs incurred by
Cantor, plus other reasonable costs, includingorestsly allocated overhead and any applicable taXieshave also entered into arrangements
with Cantor under which we have the right to ustate assets, principally computer equipment, fil@antor. These assets are subject to
operating leases with third party leasing companiesier the Administrative Services Agreement, wajale sales, marketing and public
relations services to Cantor. Cantor reimbursdsuthe actual costs incurred by us, plus othesgaable costs, including reasonably
allocated overhead. The Administrative Serviceseggrent has a three-year term which will renew aatmally for successive one-year
terms unless canceled by either us or Cantor upananths' prior notice; provided, however, that dght to use our New York space
expires at the time that Cantor's lease expir@9@6 and our right to use our London office spageres at the earlier of (1) the time Cantor's
lease expires in 2016 or (2) until Cantor ceasdmtan affiliate of ours and Cantor asks us toteaca

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

The piggyback registration rights allow Cantorégister the shares of our Class A common stocledssu issuable to it in connection with
the conversion of its shares of our Class B comstook whenever we propose to register any sharesraflass A common stock for our
own or another's account under the Securities éwca foublic offering, other than any shelf regittna 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 wlith tonversion of its shares of our Class B commaeksThe demand and piggyback
registration rights apply to Cantor and to any ¢faree of shares held by Cantor who agrees to tieddoy the terms of the Registration
Rights Agreement.

We have agreed to pay all costs of one demandlapidjgyback registrations, other than underwrit@igcounts and commissions. We have
also agreed to indemnify Cantor and any transfemeeertain liabilities they may incur in connectiwith the exercise of their registration
rights. All of these registration rights are subj@cconditions and limitations, including (1) thight of underwriters of an offering to limit the
number of shares included in that registrationjo{@)right not to effect any demand registration
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within six months of a public offering of our setti@s; and (3) that Cantor agrees to refrain frattirgy its shares during the period from 15
days prior to and 90 days after the effective dhi@ny registration statement for the offering of securities.

POTENTIAL CONFLICTS OF INTEREST AND COMPETITION WIT H CANTOR

Various conflicts of interest between us and Cantay arise in the future in a number of areasirejab our past and ongoing relationships,
including potential acquisitions of businessesropprties, the election of new directors, paymédmticidends, incurrence of indebtedness,
matters, financial commitments, marketing functiagndemnity arrangements, service arrangementgime®es of our capital stock, sales or
distributions by Cantor of its shares of our comrstotk and the exercise by Cantor of control owgrmanagement and affairs. A majority
our directors and officers also serve as direcioddor officers of Cantor. Simultaneous servicaragSpeed director or officer and service as
a director or officer, or status as a partner, @for could create or appear to create potenti#licts of interest when such directors, officers
and/or partners are faced with decisions that cbaie different implications for us and for Cantdr. Lutnick, our Chairman and Chief
Executive Officer, is the sole stockholder of themaging general partner of Cantor. As a result,LMmick controls Cantor. Cantor owns
shares of our Class A common stock and Class B aonstock representing approximately 95.2% of thal toting power of our capital
stock. Mr. Lutnick's simultaneous service as ouai@han and Chief Executive Officer and his contfoCantor could create or appear to
create potential conflicts of interest when Mr. ihigk is faced with decisions that could have défarimplications for us and for Cantor.

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

WILLIAMS AND DYNEGY

On June 5, 2000, each of Williams and Dynegy pwetia unit consisting of (a) 789,071 shares of3dass A common stock and (b)
warrants exercisable for the purchase of up to@@®Hshares of our Class A common stock, for anegggde purchase price for the unit of
$25.0 million. The warrants have a per share egengiice of $35.20, a 10-year term and are exdieighiring the last four and omedf year:
of the term, subject to acceleration under ceppa@iscribed circumstances intended to provide imeesito Williams and Dynegy to invest in
four new electronic and telephonic verticals tddrened by us and Cantor, which we refer to as @edlVerticals, by June 2001 (subject to
extension for a period not to exceed six monthsundrtain prescribed circumstances). In connectitimthe four additional Qualified
Verticals, Williams and, subject to certain limitats, Dynegy, will be entitled to invest $25.0 naili in shares of our Class A common stock
at a 10% discount to the trading
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price of our Class A common stock at the time efitivestment in or formation of the Qualified Ved. To the extent that either Williams or
Dynegy does not invest in at least four Qualifiegtticals, such entity will be required to make g&698,000 payment to us for each
investment not made.

At such time as Williams and Dynegy (or their peted affiliate assignees) have made an aggregaityeéaqvestment in us of an amount
equal to at least $100.0 million, valued on a tasis (and for so long as such parties maintaireestnip 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 trangacs, we purchased from Cantor 789,071 sharesroftass A common stock,
representing half of the number of shares of oas€A common stock sold by us to Williams and Dynégr a purchase price of $25.0
million. In addition, Cantor has agreed to selftwdithe number of shares to be purchased by Wiiand Dynegy, in the aggregate, each
time an additional investment right is exercisedannection with a new Qualified Vertical for trense purchase price per share as is paid by
Williams and Dynegy at the time.

TRADESPARK

On September 22, 2000, we made a cash investm@&radeSpark of $2.0 million in exchange for a 5%iiest in TradeSpark, and Cantor
made a cash investment of $4.25 million in TradelSpad agreed to contribute to TradeSpark certséeta relating to its voice brokerage
business in certain energy products in exchanga &8.33% interest in TradeSpark. We and Cantoretecuted an amendment to the Joint
Services Agreement in order to enable each of eagage in this business transaction. The remabtgji7% interest in TradeSpark was
purchased by energy industry market participantBgfE 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 a#rsices to TradeSpark in exchange for specifesdgntages of transaction revenues from
the marketplace. If a transaction is fully electecome receive 65% of the aggregate transactioamess and TradeSpark receives 35% of the
transaction revenues. In general, if TradeSparkiges voiceassisted brokerage services with respect to adcting, then we receive 35%
the revenues and TradeSpark receives 65% of tlemues. Cantor also entered into an administraéimaces agreement with TradeSpark
pursuant to which it will provide administrativergiees to TradeSpark at cost. We and Cantor eaived representation rights on the
management committee of TradeSpark in proportiavutcownership interests in TradeSpark.

In order to provide incentives to the EIPs to tradehe TradeSpark electronic marketplace, whidhregult in commissions to us under the
TradeSpark technology services agreement, we 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 iadeSpark and the Series A and B
preferred stock.
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MUNICIPAL PARTNERS

On July 21, 2000, Cantor acquired the brokeragabss of MPI pursuant to an Asset Purchase Agreebyeand among us, Cantor, MPI ¢
the individuals signatory thereto for a cash paynoeé€$1,500,000. In connection therewith, we issteeMPI's shareholders 28,374 shares of
our Class A common stock (the Restricted Stock)rfipa value at the date of issuance of $1,350,089issued stock to the shareholders of
MPI, all but one of whom became employees of CaRitagerald Partners in connection with the tratisacin order to provide an incentive
to those individuals to convert MPI's traditionaiae brokerage business to fully electronic tradisgng our system and to assist Cantor
Fitzgerald Partners in effecting the purchase of.MRe Restricted Stock is subject to a lock-upichiwill be released as to 1/3 of the shares
on each of April 1, 2001, July 21, 2001 and JulyZd02. Although the purchased assets are owné&zhhyor, we are entitled to 65% of the
revenues generated from any fully electronic tratisa effected in a marketplace utilizing our eSj{een) system pursuant to the Joint
Services Agreement and Cantor receives 35% ofethenues. In addition, in order to provide incergite promote the use of our eSpeed(sm)
trading platform in connection with the purchasedibess and we granted an aggregate of 28,374tedtshares of our Class A common
stock (the Additional Stock) pursuant to our loegat incentive plan for an aggregate of $1,250,00&ttain employees of MPI that joined
Cantor in exchange for interest-bearing promissatgs in the same aggregate principal amount. Tuitidnal Stock may be redeemed, at
our option, by cancellation of the related promigswte if we do not receive $3,000,000 in eledrdransaction commissions generated by
Cantor's municipal bond brokerage business forcamgecutive 12aonth period during the three years following thesing on July 21, 200

FREEDOM INTERNATIONAL BROKERAGE

On January 29, 2001, we and Cantor formed a linpgthership to acquire 66.7% of Freedom Intermati®rokerage. We will contribute
310,770 shares of our Class A common stock toihigeld partnership, which entitles us to 75% of lih@ted partnership's interest in
Freedom, and Cantor will contribute 103,589 shafemir Class A common stock. We will acquire a tidi partnership interest and a 15%
profits interest. The limited partnership will excige the 414,359 shares for its 66.7% interestaadom. Cantor will acquire a general
partnership interest and a 85% profits interest\Wllenot be allocated any of the partnership'séss while Cantor will be allocated 100% of
the partnership's losses, with a preferential tgafiterest to the extent there were prior, unreced losses. In addition, we will issue warrants
to purchase 400,000 shares of our Class A comnoahk $b provide incentives to the Freedom ownerigigdnts other than us and Cantor to
migrate to our fully electronic platform. To thetemt necessary to protect us from any allocatiologdges, Cantor is required to provide future
capital contributions to the limited partnershipta@n amount that would make Cantor's total cbation equal to our investment in the
limited partnership.

Upon the closing of the transaction, we will ente¢o a services agreement with Freedom to prowdeliectronic trading technology and
services and infrastructure/back-offices servithsler this agreement, we will be entitled to 65%hef electronic transaction services
revenues and Freedom will receive 35% of the reeenwe will also receive 35% of revenues derivedhfall voice-assisted transactions,
other miscellaneous transactions and the sale déahdata or other information that is not incidgnb the above services.
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OUR EMPLOYEES' PURCHASE OF CANTOR FITZGERALD, L.P. PARTNERSHIP UNITS

We have agreed to pay a cash bonus to five of mptayees totaling $1.8 million. These employees uge the after-tax amount of the bonus
to purchase units in Cantor Fitzgerald, L.P. Whermployee is no longer a partner of Cantor (tyjichhe ceases to be employed by us),
and if the employee has been employed by us feriaghof more than four years and does not go tkviar a competitor, then the employee
will receive his capital in Cantor in four equalnaial installments, with interest at an applicaleléeral rate. Amounts not paid to an employee
who leaves before the fourth anniversary, or wiawés and competes with us, Cantor or any of itkaéfs, will be paid to us.

INSIDER COMPENSATION

Joseph Shea, one of our directors, received adb&875,000 in salary and bonus from us in fisesr 2000 as compensation for his services
as one of our employees.

INDEMNIFICATION BY CANTOR

Although we do not expect to incur any losses wétpect to pending lawsuits or supplemental allegatsurrounding Cantor's limited
partnership agreement, Cantor has agreed to indemmivith respect to any liabilities we incur ageault of such lawsuits or allegations.

REVERSE REPURCHASE AGREEMENTS

We enter into overnight reverse repurchase agresméth Cantor. At December 31, 2000, the reveepeirchase agreements totaled $122.0
million, including accrued interest. The securittedlateralizing the reverse repurchase agreenaeatheld under a custodial arrangement
a third party bank.
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PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, A ND REPORTS ON FORM 8-K:
(a)(2) Financial Statements. See Index to Finar@tialements on page 51.

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

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

Exhibit Number  Description

2.1 -- Assignment and Assumption A greement, dated as of December 9, 1999, by and amo ng
Cantor Fitzgerald, L.P., Cantor Fitzgerald Securities, CFFE, LLC, Cant or
Fitzgerald L.L.C., CFPH, LLC, Cantor Fitzgerald & Co. and eSpeed, In C.
(Incorporated by reference by Exhibit 2.1 to the Registrant's Annual Report on
Form 10-K for the year ende d December 31, 1999).

2.2 -- Assignment and Assumption A greement, dated as of, December 9, 1999 by and amo ng
Cantor Fitzgerald Internat ional, eSpeed Securities International Limited a nd
Cantor Fitzgerald Internat ional Holdings, L.P. (Incorporated by reference to
Exhibit 2.2 to the Registr ant's Annual Report on Form 10-K for the year end ed
December 31, 1999).

3.1 -- Amended and Restated Certif icate of Incorporation of eSpeed, Inc. (Incorporat ed
by reference to Exhibit 3.1 to the Registrant's Registration Statement on Fo rm
S-1 (Reg. No. 333-87475)).

3.2 -- Second Amended and Restated By-Laws of eSpeed, Inc. (Incorporated by referen ce
to Exhibit 3.2 to the Re gistrant's Quarterly Report on Form 10-Q fort he
quarter ended March 31, 200 0).

3.3 -- Certificate of Designatio ns, Preferences and Rights of Series A Redeemab le
Convertible Preferred Sto ck of eSpeed, Inc. (Incorporated by reference to
Exhibit 3.3 to the Registr ant's Quarterly Report on Form 10-Q for the quart er
ended September 30, 2000).

3.4 -- Certificate of Designatio ns, Preferences and Rights of Series B Redeemab le
Convertible Preferred Sto ck of eSpeed, Inc. (Incorporated by reference to

Exhibit 3.3 to the Registr
ended September 30, 2000).

ant's Quarterly Report on Form 10-Q for the quart
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Exhibit Number  Description

4

10.1*

10.2

10.3

10.4

10.5

10.6

10.7

10.8

-- Specimen Class A Common

Exhibit 4 to the Registr
333-87475)).

-- Long-Term Incentive Plan of
10.1 to the Registrant's
333-87475)).

-- Amended and Restated eSpeed

reference to Exhibit 10.2 t
year ended December 31, 200
-- Joint Services Agreement,
Fitzgerald, L.P., Cantor
Cantor Fitzgerald Securit
Partners, eSpeed, Inc., eS
Inc., eSpeed Securities
(Incorporated by reference
Form 10-K for the year ende
-- Amendment No. 1 to Joint
and among Cantor Fitzgera
Fitzgerald Gilts, Cantor Fi
Fitzgerald Partners, eSpe
Securities, eSpeed Securit
(Incorporated by reference
Form 10-K for the year ende
-- Administrative Services Ag
Cantor Fitzgerald, L.P.,
Gilts, Cantor Fitzgerald Se
Partners, eSpeed, Inc., eS
Inc., eSpeed Securities
(Incorporated by reference
Form 10-K for the year ende
-- Registration Rights Agree
eSpeed and the Investors n
10.6 to the Registrant's A
31, 1999).

-- Sublease Agreement, dated

Securities and eSpeed, Inc
Registrant's Annual Report

-- Warrants issued to Martin
reference to Exhibit 10.8
the year ended December 31,

Stock Certificate. (Incorporated by reference
ant's Registration Statement on Form S-1 (Reg. N

eSpeed, Inc. (Incorporated by reference to Exhib
Registration Statement on Form S-1 (Reg. N

, Inc. Employee Stock Purchase Plan (Incorporated
o the Registrant's Annual Report on Form 10-K for
0).

dated as of December 15, 1999, by and among Cant
Fitzgerald International, Cantor Fitzgerald Gilt
ies, Cantor Fitzgerald & Co., Cantor Fitzgera
peed Securities, Inc., eSpeed Government Securitie
International Limited and eSpeed Markets, P |
to Exhibit 10.3 to the Registrant's Annual Report
d December 31, 1999).
Services Agreement, dated as of January 1, 2000,
Id L.P., Cantor Fitzgerald International, Cant
tzgerald Securities, Cantor Fitzgerald & Co., Cant
ed Inc., eSpeed Securities, Inc., eSpeed Governme
ies International Limited and eSpeed Markets, In
to Exhibit 10.4 to the Registrant's Annual Report
d December 31, 1999).
reement, dated as of December 15, 1999, by and amo
Cantor Fitzgerald International, Cantor Fitzgera
curities, Cantor Fitzgerald & Co., Cantor Fitzgera
peed Securities, Inc., eSpeed Government Securitie
International Limited and eSpeed Markets, In
to Exhibit 10.5 to the Registrant's Annual Report
d December 31, 1999).
ment, dated as of December 9, 1999, by and amo
amed therein. (Incorporated by reference to Exhib
nnual Report on Form 10-K for the year ended Decemb

as of December 15, 1999, between Cantor Fitzgera
. (Incorporated by reference to Exhibit 10.7 to t

on Form 10-K for the year ended December 31, 1999).
J. Wygod and a related trust. (Incorporated

to the Registrant's Annual Report on Form 10-K f
1999).
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Exhibit Number  Description

10.9

10.10

10.11

10.12

10.13

10.14+

10.15+

10.16

10.17

-- Registration Rights Agreeme
Williams Energy Marketing &
reference to Exhibit 10.9 t
ended June 30, 2000).

-- Stock Purchase Agreement, d
Fitzgerald Securities (Inco
Quarterly Report for the qu

-- Amendment to Stock Purchase
Fitzgerald Securities and C
10.11 to the Registrant's Q

-- Warrant issued to Dynegy, |
Registrant's Quarterly Repo

-- Warrant issued to Williams
Exhibit 10.13 to the Regist

-- Subscription Agreement, dat
Fitzgerald, L.P. (Incorpora
Report for the quarter ende

-- Subscription Agreement, dat
and Cantor Fitzgerald, L.P.
Quarterly Report for the qu

-- Registration Rights Agreeme
LLC, Williams Energy Market
Trading, Inc. TXU Energy Tr
reference to Exhibit 10.16
ended September 30, 2000).

-- Amendment No. 2 to Joint
among Cantor Fitzgerald,
Fitzgerald Europe, Cantor
Cantor Fitzgerald Partner
Government Securities, eS
(Incorporated by referenc
Report on Form 10-Q for the

nt, dated as of June 5, 2000 among eSpeed, Inc.,
Trading Company and Dynegy, Inc. (Incorporated by
o the Registrant's Quarterly Report for the quarter

ated April 26, 2000, between eSpeed, Inc. and Canto
rporated by reference to Exhibit 10.10 to the Regis
arter ended June 30, 2000).

Agreement, dated June 2, 2000, among eSpeed, Inc.,
antor Fitzgerald, L.P. (Incorporated by reference t
uarterly Report for the quarter ended June 30, 2000

nc. (Incorporated by reference to Exhibit 10.12 to
rt for the quarter ended June 30, 2000).

Energy Marketing & Trading Company (Incorporated by
rant's Quarterly Report for the quarter ended June

ed April 26, 2000, among Dynegy, Inc., eSpeed, Inc.
ted by reference to Exhibit 10.14 to the Registrant

d June 30, 2000).

ed April 26, 2000, among The Williams Companies, In
(Incorporated by reference to Exhibit 10.15 to the

arter ended June 30, 2000).

nt, dated as of September 22, 2000 among eSpeed, In
ing & Trading Company and Coral Energy Holding, LP,
ading Company and Dominion Energy Exchange, Inc. (I
to the Registrant's Quarterly Report on Form 10-Q f

Services Agreement, dated as of July 1, 2000,
L.P., Cantor Fitzgerald International, Cant
Fitzgerald Securities, Cantor Fitzgerald & Co

s, eSpeed Inc., eSpeed Securities, Inc., eSpe
peed International Limited and eSpeed Markets, In
e to Exhibit 10.17 to the Registrant's Quarter
quarter ended September 30, 2000).
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Exhibit Number  Description

10.18 -- Amendment No. 3 to Joint Se
and among Cantor Fitzgeral
Fitzgerald Europe, Cantor
Cantor Fitzgerald Partner
Government Securities, eS
(Incorporated by referenc
Report on Form 10-Q for the

21 -- List of subsidiaries of eSp
the Registrant's Annual Rep
23 -- Consent of Deloitte & Touch

(b) Reports on Form 8-K.

rvices Agreement, dated as of September 22, 2000,

d, L.P., Cantor Fitzgerald International, Cant
Fitzgerald Securities, Cantor Fitzgerald & Co

s, eSpeed Inc., eSpeed Securities, Inc., eSpe

peed International Limited and eSpeed Markets, In

e to Exhibit 10.18 to the Registrant's Quarter
quarter ended September 30, 2000).

eed, Inc. (Incorporated by reference to Exhibit 21

ort on Form 10-K for the year ended December 31, 20

e LLP, independent auditors.

We did not file any Form 8-K Current Reports durthg last quarter of the fiscal year ended Decer@be2000.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Resyigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

eSPEED, INC.

/'s/ Howard W Lutnick
Howard W Lutnick

Chai rman of the Board and
Chi ef Executive Oficer

/sl Jeffrey G Coldflam

Jeffrey G Goldflam

Seni or Vice President and Chief Financial
O ficer (Principal Financial and
Accounting O ficer)

Dat ed: June 15, 2001



Exhibit 23
[Letterhead of Deloitte & Touche]
INDEPENDENT AUDITORS' CONSENT

We consent to the incorporation by reference iniRegjion Statement No. 333-52154 of eSpeed, the. Company) on Form S-3 filed on
December 19, 2000 and Registration Statements 3833324 and 333-49056 of the Company on Form i@ én April 7, 2000 and
November 1, 2000, respectively, of our report ddtebdruary 14, 2001 (June 15, 2001, as to Notevilich expresses an unqualified opin
and includes an explanatory paragraph relatingega¢statement described in Note 15), appearitigislPAnnual Report on Form 10-K/A of
eSpeed, Inc. for the year ended December 31, 2000.

/sl Deloitte & Touche LLP

June 15, 2001
New Yor k, New Yor k

End of Filing
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