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September 17, 20
Dear Stockholder:

You are cordially invited to attend our 2004 Annivieting of Stockholders, which will be held at the
Rihga Royal Hotel, 151 West 54th Street, New Ydikw York 10019, on October 20, 2004, commencing at
10:00 a.m. (local time). We look forward to gregtas many of our stockholders as are able to Heuwsit

At the meeting, you will be asked to consider aatewpon (i) the election of seven (7) directorg] &i)
such other business as may properly come beforaéieting and any adjournment thereof.

We hope you will find it convenient to attend theeting in person. WHETHER OR NOT YOU EXPECT
TO ATTEND, TO ASSURE YOUR REPRESENTATION AT THE MEENG AND THE PRESENCE OF A
QUORUM, PLEASE COMPLETE, DATE, SIGN AND MAIL PROMRT THE ENCLOSED PROXY, for
which a return envelope is provided. No postagel teeaffixed to the Proxy if it is mailed in the itéd States.

Our Annual Report for the fiscal year ended Decanie 2003 is being mailed to you together with the
enclosed proxy materials.

Sincerely,

/

HOWARD W. LUTNICK
Chairman of the Board of Directa

eSpeed, Inc.
135 East 57th Street
New York, NY 10022

Notice of Annual Meeting of Stockholders

NOTICE IS HEREBY GIVEN that our Annual Meeting ofd8kholders will be held at the Rihga Royal Ho
151 West 54th Street, New York, New York 10019 Qmtober 20, 2004, commencing at 10:00 AM (locakly



for the following purposes:

(1) To elect seven (7) directors to hold officeilthe next annual meeting and until their sucoessire
duly elected and qualified; and

(2) To transact such other business as may psopenhe before the Annual Meeting and any
adjournment thereof.

Only holders of record of our Class A common stockur Class B common stock at the close of busines
September 3, 2004 are entitled to notice of ante at the Annual Meeting and any adjournmentetbier

By Order of the Board of Directors,

STEPHEN M. MERKEL
Secretary

September 17, 2004
YOUR VOTE IS IMPORTANT.

PLEASE COMPLETE, DATE AND SIGN THE ENCLOSED
PROXY CARD AND RETURN IT IN THE ENCLOSED ENVELOPE.

eSpeed, Inc.
135 East 57th Street
New York, NY 10022

PROXY STATEMENT

This Proxy Statement is being furnished in conweectiith the solicitation of Proxies by and on bélol
our Board of Directors to be used at our Annual fikgeof Stockholders (the "Annual Meeting") to beldhon
October 20, 2004, and at any adjournment thereothe purposes set forth in the accompanying Naifc
Annual Meeting. Our Annual Report for the fiscahyended December 31, 2003 accompanies this Proxy
Statement. This Proxy Statement and accompanyirgrials are expected to be first sent or givenuio o
stockholders on or about September 20, 2004.

The close of business on September 3, 2004 hasfizedras the record date (the "Record Date")lfier t
determination of the stockholders entitled to ret and to vote at the Annual Meeting. Only hoddefrrecord
as of that date of shares of our Class A commarks®01 par value per share, or of our Class Braomstock,
$.01 par value per share, are entitled to noticendfto vote at the Annual Meeting. Our Class A gmmn stock
and our Class B common stock are sometimes caoligtieferred to herein as our Common Equity.

Each share of our Class A common stock entitlesdiger thereof to one vote per share on each matte
presented to stockholders for approval at the Ahieeeting. Each share of our Class B common stotitles
the holder thereof to 10 votes per share on eadtenmesented to stockholders for approval aiheual
Meeting. On the Record Date, there were 32,484shédes of our Class A common stock and 23,889 Rafes
of our Class B common stock, for a total of 56,3833, shares of our Common Equity, outstanding atitlezhto
vote.

Execution of a Proxy by a stockholder will not affesuch stockholder's right to attend the Annuaétifey
and to vote in person. Any stockholder who execatBsoxy has a right to revoke it at any time befors votec
by advising Stephen M. Merkel, our Secretary, iiting of such revocation, by executing a later-defeoxy
which is presented to us at or prior to the AnrMegkting, or by appearing at the Annual Meeting aoiihg in
person. Attendance at the Annual Meeting will moand of itself constitute revocation of a Proxy.

The required quorum for the transaction of busim¢ske Annual Meeting is a majority of the colleet
voting power represented by the shares of our CamiErity issued and outstanding on the Record Riaee
"Total Voting Power"), which shares must be presemterson or represented by Proxy at the Annuadtivg.

With regard to the election of directors, votes rbaycast in favor or withheld; votes that are wétlahwill
be counted for purposes of determining the presenabsence of a quorum but will have no otherceéffdroker
non-votes, if any, will be counted for purposesiefermining the presence or absence of a quorumyithunot
counted or deemed to be present or representédefqurpose of determining whether stockholders led@ctec
any director. A broker non-vote occurs when a n@miholding a share for a beneficial owner does/otet on a
particular proposal because the nominee does wnetdiacretionary voting power with respect to titetn and
has not received voting instructions from the bmfmgfowner. Pursuant to the trust agreement gamgraur
eSpeed, Inc. Deferral Plan for Employees of Caltizgerald, L.P. and its Affiliates (the "Deferillan”), the
trustee of our Deferral Plan will not, except aseotwise required by law, vote shares of our Clageimon
stock held in the trust as to which the trusteerfwiseceived voting instructions from plan pagaoits.

Unless specified otherwise, the Proxies will be ved FOR the election of all the nominees to serve as
our directors. In the discretion of the Proxy holdes, the Proxies will also be voted for or againstugeh other
matters as may properly come before the Annual Megétg. Management is not aware of any other matters



to be presented for action at the Annual Meeting.

Our principal executive offices are located at E35t 57th Street, New York, NY 10022 and our teteyh
number there is (212) 938-5000.

PROPOSAL 1 — ELECTION OF DIRECTORS

Our Board of Directors is currently comprised aftgimembers. Joseph C. Noviello, a director sir@2
and Stephen M. Merkel, a director since 2001, mall be running for re-election as directors. Ouaip upon
recommendation of our four independent directoas, rominated seven persons for election as diseatdhe
2004 Annual Meeting, which consists of the six oth@rent directors (other than Messrs. Merkel Biogtiello)
as well as our President, Kevin Foley. The infoioratvith respect to the seven nominees for elea®n
directors is set forth below. All of the nominees # be elected at the Annual Meeting and to senti their
successors are duly elected and qualified. Alhefriominees listed below are expected to serveestars if
they are elected. If any nominee should declinkeeounable to accept such nomination or to sengedasector
(an event which our Board of Directors does not eayect), our Board of Directors reserves the right
nominate another person or to vote to reduce #eedfiour Board of Directors. In the event anofenson is
nominated, the Proxy holders intend to vote theesht which the Proxy relates for the electiotthef person
nominated by our Board of Directors. There is nmulative voting for directors.

Director
Name Age Since Principal Occupations During the Last Five Years; Qher Directorships

Howard W. Lutnick 43 199¢ Mr. Lutnick has been our Chairman of the Board oEEtors
and Chief Executive Officer since June 1999 and auais
President from September 2001 to May 2004. Mr. icktjoinec
Cantor Fitzgerald, L.P. in 1983 and has servedesitent and
Chief Executive Officer of Cantor since 1992. Muthick's
company, CF Group Management, Inc., is the managgngral
partner of Cantor. Mr. Lutnick is a member of thead of
Managers of Haverford College, the Board of Dirextaf the
Zachary and Elizabeth M. Fisher Center for AlzhelmBisease
Research at Rockefeller University, the Executieendittee of
the Intrepid Museum Foundation's Board of Trusteebthe
Board of Directors of the Solomon Guggenheim Museum
Foundation

Lee M. Amaitis 54 2001 Mr. Amaitis has been our Vice Chairman since Mag2and
was our Global Chief Operating Officer and directimce
September 2001. Mr. Amaitis has been Executive jiaiga
Director of eSpeed International Limited since Deber 1999
and as of October 1, 2004, will be Chairman anaChi
Executive Officer of BGC Partners, L.P. Mr. Amaitias also
been President and Chief Executive Officer of CahRttzgerald
International and Cantor Fitzgerald Europe sincedld 995.
Prior to joining Cantor, Mr. Amaitis was Managingriher and
Senior Managing Director of Cowen Government Brekeom
April 1991 to February 1995 and was Manager MBS and
Limited Partner of Cowen & Co. from February 198%pril
1991.

Director
Name Age Since Principal Occupations During the Last Five Years; Qher Directorships

Kevin Foley 44 200¢ Mr. Foley has been our President since May 2004r Ry
joining us, Mr. Foley served as Chief Executivei€Hf of
Bloomberg Tradebook, LLC, a global institutiona&tonic
brokerage he founded in 1995. Mr. Foley also seage@lobal
Head of Electronic Marketing and as Global HeaBarfeign
Exchange for Bloomberg, where he was responsible fo
electronic trading applications for equities, fixedome, energy
and foreign exchange markets. Prior to joining Biberg, Mr.
Foley was a U.S. government bond trader for Dr&xehham
Lambert.

John H. Dalton 62 200z Mr. Dalton has been our director since February2204r.
Dalton has been President of IPG Photonics Comgongany
that designs, develops and manufactures a ranagvahced
amplifiers and lasers for the telecom and industnarkets,
since September 2000. From May 1999 to June 2000DMtor
was Chairman and Chief Executive Officer of EPCABtBmS,
a company that researches and develops electraplasm
technology for the metals industry. Mr. Dalton shas



Secretary of the Navy from July 1993 to Novembe38LMr.
Dalton serves on the Board of Directors of Transifietogy
Corp. and Fresh Del Monte Produce |

William J. Moran 63 199¢ Mr. Moran has been our director since December 1899

Moran is Executive Vice President and General Audif J.P.
Morgan Chase & Co. Mr. Moran joined the Chase M#aha
Corporation and the Chase Manhattan Bank in 1976tamal
Control Executive. After several promotions, Mr. b was
named General Auditor in 1992, Executive Vice Riest in
1997 and a member of the Management Committeed8.19
Before joining Chase, Mr. Moran was with the acdamgfirm
of Peat, Marwick, Mitchell & Co. for nine yeal

Henry ("Hank") Morris 51 2002 Mr. Morris has been our director since May 2003. Morris is
the founding partner, Chairman and President ofrid&
Carrick, Inc., a media and strategic consultinmfiHe has
broad experience directing media and strategy dotiqgal
campaigns and ballot initiatives. Mr. Morris hascaserved as a
crisis communications consultant, including on liebiaCantor
Fitzgerald and eSpeed in the aftermath of the apge 11t
tragedy. Since 1996, Mr. Morris has also been @feair, Chief
Executive Officer and a major stockholder of Curga@onnors
Inc. Since 1997, Mr. Morris has also served asecthr and
Audit Committee member of CDSI Holdings, It

3
Director
Name Age Since Principal Occupations During the Last Five Years; Qher Directorships
Albert M. Weis 77 200z Mr. Weis has been President of A.M. Weis & Co., Jecmoney

management company, since 1976. Mr. Weis was Chaioh
the New York Cotton Exchange from 1997 to 1998,1188
1983 and 1977 to 1978. From 1998 to 2000, Mr. \Weis
Chairman of the New York Board of Trade. From 1896999,
Mr. Weis was a director and chairman of the audlibmittee of
Synetic, Inc. and, from 1999 to 2001, he was actireand
chairman of the audit committee of Medical Manager
Corporation (successor to Synetic, In

VOTE REQUIRED FOR APPROVAL

The seven nominees receiving a plurality of thealNgbting Power present in person or by Proxy at th
Annual Meeting and entitled to vote on the electibdirectors will be elected as directors.

RECOMMENDATION OF OUR BOARD OF DIRECTORS

OUR BOARD OF DIRECTORS RECOMMENDS THAT STOCKHOLDERS VOTE "FOR" THE
ELECTION OF THE SEVEN NOMINEES.

Independence of Directors

Our Board of Directors has determined that eaatuofhominees, other than Messrs. Lutnick, Amaitid a
Foley, qualifies as an "independent director" inaadance with the published listing requirement3toé Nasda
Stock Market ("NASDAQ"). The NASDAQ independencdinigion consists of a series of objective tests,
including that the director is not an officer or@oyee of ours and has not engaged in various typbasiness
dealings with us. In addition, as further requibgdNASDAQ marketplace rules, our Board of Directhas
made a subjective determination with respect th @aependent director that no relationships extsth, in
the opinion of our Board of Directors, would intené with the exercise of independent judgment loh sach
director in carrying out the responsibilities afigector. In making these determinations, our BadrBirectors
reviewed and discussed information provided byitbdé/idual directors and us with regard to eaclectior's
business and personal activities as they may redais and our management.

Compensation of Directors

Directors who are also our employees do not recailtional compensation for serving as directorglel
our current policy, each of our non-employee dects granted an option to purchase 30,000 slodi@sr
Class A common stock in connection with his inigégction to our board and an option to purchaseQd
shares of our Class A common stock each year heses a director thereafter. In addition, non-eygxe
directors receive annual compensation of $25,06@y&lso receive cash compensation of $2,000 fdr ea
meeting of our Board of Directors and $1,000 farhemeeting of a committee of our Board of Directactually
attended, whether in person or by telephone. Homyeame of our non-employee directors will be paiore
than $3,000 in the aggregate for attendance atimgseteld on the same date. Non-employee direetscsare
reimbursed for all out-opocket expenses incurred in attending meetingsioBoard of Directors or committe
of our Board of Directors.

Meetings and Committees of our Board of Directors

Our Board of Directors held five meetings during tfear ended December 31, 2003. In addition to
meetings, our Board of Directors and its committestewed and acted upon matters by unanimousenritt
consent.



Our Board of Directors has an Audit Committee ar@banpensation Committee. The members of the /
Committee are presently Messrs. Dalton, Moran aris\\all of whom are independent

directors (as defined in the applicable NASDAQ s)ld he Audit Committee selects our independenitasd
consults with our auditors and with management vatiard to the adequacy of our internal accourgorgrols
and considers any non-audit services to be perfbimgeour independent auditors. The Audit Committekel
nine meetings during the year ended December 318.20 August 2004, our Board of Directors adopied
revised written charter for the Audit Committee,ievhis attached as Appendix A to this Proxy StatetriEhe
members of the Compensation Committee are presklethgrs. Dalton, Moran and Weis, all of whom are-no
employee directors. The Compensation Committeesigansible for reviewing and approving all compénsa
arrangements for our executive officers and foriagstering our stock option and stock purchase pléme
Compensation Committee held six meetings during/és ended December 31, 2003. During 2003, netdire
attended fewer than 75% of the total number of mgstof the Board of Directors and the committefestuch
he is a member.

During 2003, our Audit Committee specifically apped the appointment of Deloitte & Touche LLP to be
our independent auditors for the year ending Deeegr@h, 2003. Deloitte & Touche LLP was also apptbtee
perform reviews, pursuant to Statement of Accogn8tandards No. 71, of our quarterly financial répwithin
the year ended December 31, 2003, and certain atltbitr related services such as accounting conisuita
Pursuant to our new Audit Committee charter, theifGommittee will pre-approve all auditing sengce
internal control-related services and permitted-aodit services (including the fees and the terengbf) to be
performed for us by Deloitte & Touche LLP, subjezthe minimum exception for non-audit services tra
approved by the Audit Committee prior to completadrihe audit.

Nominating Process

We do not have a separate nominating committeerangttee performing similar functions and do not
have a nominating committee charter. As a resliitli@ctors participate in the consideration afedtor
nominees that are recommended for selection byjarityeof the independent directors as definedhmy t
NASDAQ rules. The Board of Directors believes thath participation of all directors is approprigieen the
size of the Board of Directors and the level otiggration of our independent directors in the noation
process. The Board of Directors will also consigiealified director candidates identified by a memdfesenior
management or by a stockholder. However, it isgaureral policy to re-nominate qualified incumbeinéctors
and, absent special circumstances, the Board eftfirs will not consider other candidates whenalified
incumbent consents to stand for re-election. Aldtoltler wishing to submit a proposal for a directandidate
should follow the instructions set forth in the ts@e below entitled "Stockholder Proposals”.

The Board of Directors considers the following minim criteria when reviewing a director nominee: (1)
director candidates must have the highest charaotkintegrity, (2) director candidates must be fsany
conflict of interest which would violate applicabéws or regulations or interfere with the properfprmance o
the responsibilities of a director, (3) directondalates must possess substantial and significqerience whic
would be of particular importance in the performao€ the duties of a director, (4) director cantikdanust hav
sufficient time available to devote to our affaiorder to carry out the responsibilities of sedtor, and (5)
director candidates must have the capacity andelesrepresent the best interests of our stoclénsld he
Board of Directors screens candidates, does refereimecks and conducts interviews, as appropiiagBoard
of Directors does not evaluate nominees for diregty differently because the nominee is or is not
recommended by a stockholder.

Executive Sessions

In order to comply with recently published NASDAQrketplace rules, the Board has resolved thatlit wi
continue to schedule at least two meetings a yeahich the independent directors will meet withthe
directors who are executive officers of the Company

Annual Meetings

The Board has not adopted any specific policy wégpect to the attendance of directors at annuetings
of stockholders of the Company. At last year's ahmeeting of stockholders, held on October 2232@d the
Company's directors were in attendance.

Communications with the Board

Stockholders may contact any member of the Boamirefctors by addressing their correspondencedo th
Board of Directors member c/o eSpeed, Inc., 13578" Street, New York, NY 10022 Attention: SecretaryeTh
Secretary will review and forward all such corrasgence to the named member. If you wish to propaosetor
candidates or make other proposals relating tmana meeting of stockholders, please follow ttetrirctions
set forth in the section below entitled "StockholBeoposals.”

EXECUTIVE OFFICERS

Our executive officers are appointed annually byBeard of Directors and serve at the discretionwf
Board of Directors. In addition to Messrs. Lutniéimaitis and Foley, who serve as members of thed@oh
Directors, our executive officers, their respectges and positions and certain other informatiith kespect to
each of them are as follows:

Stephen M. Merkel, 46, has been our Executive Pi@sident, General Counsel and Secretary since
September 2001 and was our Senior Vice Presidemtekal Counsel and Secretary from June 1999 t@ Bl
2001. Mr. Merkel was our director from Septembed20ntil October 2004. Mr. Merkel has been Exeautiv
Managing Director, General Counsel and Secretayasftor since December 2000 and was Senior Vice



President, General Counsel and Secretary of CéotorMay 1993 to December 2000. Mr. Merkel serves
as a director and Secretary of the Cantor Exch&4gérior to joining Cantor, Mr. Merkel was Vice Pident
and Assistant General Counsel of Goldman Sachs &r@m February 1990 to May 1993. From September
1985 to January 1990, Mr. Merkel was associateld thie law firm of Paul, Weiss, Rifkind, Wharton &
Garrison. Mr. Merkel is on the Board of Directofs=oeedom International Brokerage Company and ighen
Management Committee of TradeSpark, L.P.

Jay Ryan, 41, has been our Interim Chief Finar@féiter since May 2004. Prior to joining us, Mr. &y
served at Goldman Sachs & Company as a ManagiregDir. Mr. Ryan served as Global Head of Product
Control from January 2000 to December 2001 andsassfant Controller from January 2000 to May 2004.
Ryan was a staff auditor for Arthur Anderson & @dor to being employed by Goldman Sachs & Company.

Paul Saltzman, 43, has been our Chief Operating@f§ince June 2004. Prior to joining us, from3.89
June 1, 2004, Mr. Saltzman was the Executive ViesiBent and General Counsel for The Bond Market
Association, the trade association for the fixezbme industry. Mr. Saltzman served as in-house sifor
Greenwich Capital Markets from 1994 to 1995 andde€id Peabody & Co. from 1990 to 1994, and from 1885
1990, was an attorney for New York and Washing®x@,.-based law firms.

EMPLOYMENT AGREEMENTS

We entered into an employment agreement with KEwiey, our President, dated April 23, 2004 (the
"Foley Agreement"). The Foley Agreement providasM. Foley to serve us as our President for a term
beginning on May 3, 2004 and ending on Decembe2306. The Foley Agreement provides for an annaaéb
salary of $900,000. In addition, it provides fdo@us payment (i) in 2004 of between $600,000 &) $H00
and (i) in each of 2005 and 2006 of at least $800, subject in each such year to our achievenferertain
operating earnings milestones. The Foley Agreemalsntprovides that Mr. Foley shall receive optitms
purchase 500,000 shares of our Class A Common $taatcordance with the terms of our 1999 Long-Term
Incentive Plan. These option shares were grantdtt té-oley on May 3, 2004 at an exercise price bt.83 per
share and vest in equal installments every quéotdour years after the date of grant; provideat tll such
option shares become fully vested and exercisgiie the death of Mr. Foley while employed.

We entered into an employment agreement with Palt¢r8an, our Chief Operating Officer, dated Ap#|,
2004 (the "Saltzman Agreement"). The Saltzman Agese provides for Mr. Saltzman to serve us in such
capacity for a term beginning on May 24, 2004 amdireg on December 31, 2006. The Saltzman Agreement
provides for a signing bonus of $50,000, an anbaak salary of $500,000, and a bonus payment &30 in
each of 2004, 2005 and 2006. The Saltzman Agreeaiemprovides that Mr.

Saltzman shall receive options to purchase 200s0@@es of our Class A Common Stock in accordantethe
terms of our 1999 Long-Term Incentive Plan . Theisgons shares were granted to Mr. Saltzman onl 28ri
2004 at an exercise price of $17.67 per share astliw equal installments every quarter for fouargeafter the
date of grant; provided that all such option sh&wesome fully vested and exercisable upon the defair.
Saltzman while employed.

EXECUTIVE COMPENSATION

The following table provides certain summary infation concerning all compensation earned for edch o
the years ended December 31, 2003, December 32,&@DDecember 31, 2001 by our Chief Executiveddffi
and each of our other executive officers requicebe included in the table (collectively, the "Nahtexecutive
Officers").

Summary Compensation Table

Long-Term
Compensation
Annual Awards
Compensation

Other

Securities Compensatior
Salary Bonus Underlying

Name and Principal Position Year $) $) Options (#) [EXE)
Howard W. Lutnick 200¢: 400,00( 600,00( 1,000,00! —
Chairman, Chief Executiv 200z 400,00( 600,00( 1,000,00 3,00(
Officer and Presider 2001 400,00( 600,00( 1,500,00! 3,000
Lee M. Amaitis 200¢ 450,00( 500,00( 200,00( —
Global Chief Operatin 200z 400,00( 500,00( 200,00( —
Officer 2001 107,41¢ 300,00( 375,00( —
Joseph C. Noviell 200¢: 375,00( 450,00( 100,00¢ 3,00(
Executive Vice President al 200z 300,00( 450,00( 75,00( 3,00(
Chief Information Officel 2001 275,00( 1,000,00i(2) 200,00( 3,000
Stephen M. Merke 200¢ 250,00( 500,00( 100,00( —
Executive Vice Presider 200z 250,00( 450,00( 100,00t 3,00(
General Counsel and Secret 2001 150,00( 400,00( 200,00( 3,00(
Jeffrey M. Chertoft 200z 137,50( 137,50( 37,50( —
Senior Vice President ar 200z 81,97(3) 125,00( 75,00( —
Chief Financial Officer(4 2001 — — — —




(1) Consists of matching contributions by us urmlér Deferral Plan.
(2) The afte-tax portion of $600,000 of such bonus was useditoh@se units in Cantor Fitzgerald, L
(3) Pro rata based upon Mr. Chertoff's hire dat®lay 6, 2002 and annual salary of $125,000.

(4) Mr. Chertoff resigned on May 31, 2004.

The following table sets forth the options grandeding 2003 to, and the value of the options held o
December 31, 2003 by, our Named Executive Officers:

OPTION GRANTS IN LAST FISCAL YEAR
Individual Grants

Percentage of

Total
Number of Shares  Options Granted Grant Date
Underlying to Employees Exercise or Base Present

Name Options Granted in 2003 (%) Price ($/Share) Expiration Date Value ($)(2)
Howard W. Lutnick. 1,000,00i(1) 44 21.42 12/9/201: 9,450,001
Lee M. Amaitis 200,00((1) 9 21.4% 12/9/201: 1,890,001
Joseph C. Noviell 100,00((1) 4 21.4: 12/9/201: 945,00(
Stephen M. Merke 100,00((1) 4 21.42 12/9/201: 945,00(
Jeffrey M. Chertofi 37,50((1) 2 21.4% 12/9/201: 354,37¢

(1) The options vest quarterly over a four-yeaiqaefrom the date of grant, December 9, 2003.

(2) The present value of the options was estimasény a modified Black-Scholes option pricing moaied the
following assumptions: risk-free interest rate of%, no expected dividends, expected stock pritatility of
64% and assumed to be exercised after approximatgbars.

The following table provides information, with resp to the Named Executive Officers, concerningons
held as of December 31, 2003. None of our Named ke Officers holds any SARs.

Aggregated Option Exercises In Last Fiscal Year
and Fiscal Year-End Option Values

Number of Securities

e vae e e

Exercise Exercise Fiscal Year End (#) Fiscal Year End($)(1)
Name #) $) Exercisable  Unexercisable _Exercisable  Unexercisable
Howard W. Lutnick — — 3,475,001 3,150,001 21,642,37 24,905,75
Lee M. Amaitis 93,75( 2,203,74. 340,00( 622,50( 1,554,45! 5,485,05!
Joseph C. Noviell 25,00( 593,45( 202,50( 272,50( 1,622,54 2,691,08
Stephen M. Merke — — 215,00( 335,00( 1,660,95! 3,019,55!
Jeffrey M. Chertof — — 28,12t 84,37¢ 335,93¢ 606,56:

(1) Based on the last reported price of $23.4®forClass A common stock on December 31, 2003.

Equity Compensation Plan Information as of DecembeB1, 2003

Number of Number of securities
securities to be remaining available for
issued upon future issuance under
exercise of Weighted average equity compensation
outstanding exercise price of plans (excluding
options, warrants outstanding options, securities
and rights warrants and rights reflected in column (a))

(a) (b) (©

Amended and Restated 1999 Long-Term
Incentive Plan (approved by security holde 16,658,87 $ 18.0¢ 5,357,70



Equity compensation plans not approvec
security holder: — — _

Total 16,658,87 $ 18.0% 5,357,70

Compensation Committee Interlocks and Insider Parttipation

The Compensation Committee of our Board of Directamsists of Messrs. Dalton, Moran and Weis. #
the members of our Compensation Committee are ngpleyee directors and are not former officers. Dgri
2003, none of our executive officers served as mbee of the Board of Directors or on the compensati
committee of a corporation where any of its exeeutfficers served on our Compensation Committeenasur
Board of Directors.

REPORT OF THE COMPENSATION COMMITTEE OF
OUR BOARD OF DIRECTORS ON EXECUTIVE COMPENSATION

The Compensation Committee reviews and recommendsrtBoard of Directors for its approval the
salaries and bonuses of our executive officeradifition, the Compensation Committee administers ou
Amended and Restated 1999 Long-Term Incentive Plan2003 Incentive Bonus Compensation Plan and our
Employee Stock Purchase Plan, which has been sispeas a result of the events of September 11,2001

Compensation Philosophy

Our executive compensation program is designedtégiate compensation with the achievement of our
short- and longerm business objectives and to assist us in #ttggenotivating and retaining the highest que
executives.

Executive compensation is comprised of three coraptm (i) a base salary, which is designed todctttra
talented employees and contribute to motivatingr@maarding individual performance; (ii) an incertiionus o
cash, stock and/or options, which is intendededitiancial reward with the achievement of our stem
performance objectives; and (iii) a long-term indenprogram, which is designed to promote the eadnent
of long-term performance goals and to align theyterm interests of our executive officers withgbmf our
stockholders.

The Compensation Committee generally intends thaipensation paid to our Chief Executive Officer and
the other Named Executive Officers not be subjedié limitation on tax deductibility under Sectid®2(m) of
the Internal Revenue Code, as amended (the "Caatepng as this can be achieved in a manner densiwith
the Committee's other objectives. Section 162(megaly eliminates a corporation's tax deduction given
year for payments to certain Named Executive Offide excess of $1 million, unless the paymentsjassified
"performance-based" compensation as defined irdet62(m) of the Code.

Base Salary Compensation

The Compensation Committee believes that the rietenf executives who have developed the skills and
expertise required to lead our organization isl ¥@a@ur competitive strength. The Compensation Gxtitee
further believes that attracting other key emplsyebo can supplement the efforts of our existingecexives is
absolutely critical. To this end, it is the Compatien Committee's policy to establish base payatpetitive
levels.

Incentive Bonus Compensation

The Compensation Committee believes that compemssliould vary with corporate performance and that
a significant portion of compensation should camino be linked to the achievement of businesssgtral
March 2003, the Compensation Committee approve@®008 Incentive Bonus Compensation Plan, which
provides a means for the payment of qualified 'penfance-based" compensation in the form of bontases
certain of our senior officers while preserving tax deduction. In October 2003, our shareholdppsaved the
2003 Incentive Bonus Compensation Plan.

Grants of Sock Options

It is the policy of the Compensation Committeewmed stock options to our executive officers artteot
key employees in order to align their interesthiitose of our long-term investors and to help

attract and retain these persons. The optionsftiver, provide value to the recipients only if aviten the
market price of our Class A common stock increasese the option grant price. To that end, themngoing
review by the Compensation Committee of the mapkiee of our Class A common stock and the grarttepoif
options. It is the Compensation Committee's go@lréserve this incentive as an effective tool irtivading and
retaining executives.

In 2003, options to purchase 1,437,000 sharesro€tass A common stock were granted by our
Compensation Committee to the Named Executive @fic

Compensation of Our Chief Executive Officer

In 2003, Mr. Lutnick was paid a salary of $400,@0@ a bonus of $600,000. Mr. Lutnick was granted
options to purchase 1,000,000 shares of our Class#mon stock, which vest and become exercisaldeeyly
over a four year period from the date of grant, édeber 9, 2003. The Compensation Committee consldere
several factors in establishing our Chief Execu@fficer's salary and bonus, including market pegctices,
performance level, increase in pre-tax operatingiegs per share from the prior year, contributitovgard
achievement of strategic goals and our overalhiiie and operating success.

THE COMPENSATION COMMITTEE
John H. Dalton



William J. Moran
Albert M. Weis
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SECURITY OWNERSHIP OF CERTAIN
BENEFICIAL OWNERS AND MANAGEMENT

By Management. The following table sets forth certain infotioa, as of September 6, 2004, with

respect to the beneficial ownership of our commauitg by: (i) each director; (ii) each of the NamExkecutive
Officers; and (iii) all executive officers and diters as a group. Each person listed below cardehed at our
headquarters located at 135 East 57th Street, N, WY 10022. Shares of Class B common stock are
convertible into shares of Class A common stockmgttime in the discretion of the holder on a ooeene
basis. Accordingly, a holder of Class B commonlsieaeemed to be the beneficial owner of an equaiber
of shares of Class A common stock for purposehisftable.

Beneficial Ownership (1)

Class A common stoct Class B common stocl

Name Shares % Shares %
Howard W. Lutnick 30,275,85(2) 51.%(3) 23,889,27(4) 100.¢
Lee M. Amaitis 668,51:(5) 2.2(6) — —
Stephen M. Merke 311,05:(7) 1.C(8) — —
Joseph C. Noviell 299,95((9) * —_ —_
William J. Moran 82,66¢(10) * — —
Kevin Foley 62,50((11) * — —
Albert M. Weis 52,666(12) * — —
John H. Daltor 48,86€(13) * — —
Jeffrey Chertoft 35,15514) * — —
Paul Saltzmai 27,20((15) * — —
Henry Morris 26,66€(16) * — —
Jay Ryar -0- * — —

All executive officers and directors as a group (12

persons 31,891,09 53.1(17)  23,889,27 100.C

(Y

@

®

Less than 19

Based upon information supplied by officers dirdctors, and filings under Sections 13 and 1thef
Securities Exchange Act of 1934, as amended (ticbdhge Act).

Consists of (1) 4,118,750 shares of Class Amomstock subject to options currently exercisaile
exercisable within 60 days of September 6, 20045@D,000 shares of Class A common stock subject to
currently exercisable options held by a grantainetd annuity trust and payable to Mr. Lutnick afidvhich
Mr. Lutnick is the sole trustee, (3) 2,641,470 slsaof Class B common stock held by Cantor FitzgetaP.,
(4) 21,247,800 shares of Class B common stockel@antor Fitzgerald Securities, (5) 247,333 shafes
Class A common stock held by Cantor Fitzgerald 8ges, (6) 387,469 shares of Class A common stel
by CF Group Management, Inc., (7) 955,973 shar€dads A common stock held directly by Mr. Lutni¢g)
1,469 shares of Class A common stock held in Mtnicl's 401(k) account and (9) 175,589 shares a§€A
common stock held by a trust for the benefit ofcd@slants of Mr. Lutnick, of which Mr. Lutnick's weifs one
of two trustees and Mr. Lutnick has limited powrsemove and replace such trustees. Cantor Filhdr.P.
is the managing partner of Cantor Fitzgerald S&esriCF Group Management, Inc. is the managingigén
partner of Cantor Fitzgerald, L.P. and Mr. Lutniskhe President and sole stockholder of CF Group
Management, Inc.

Percentage based on (1) 30,092,205 sharesie$ @l common stock outstanding on September 6,,22p4
23,889,270 shares of Class B common stock outstgrati September 6, 2004 and (3) 4,618,750 shares of
Class A common stock subject to options currentBreisable or exercisable within 60 days of Septméh
2004.
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Q)

®)

Consists of (1) 2,641,470 shares of Class B comstmek held by Cantor Fitzgerald, L.P., which shane
immediately convertible into shares of Class A camrtock and (2) 21,247,800 shares of Class B cammo
stock held by Cantor Fitzgerald Securities. CaRttagerald, L.P. is the managing partner of CaRitagerald
Securities. CF Group Management, Inc. is the maxgagéneral partner of Cantor Fitzgerald, L.P. and M
Lutnick is the President and sole stockholder ofG2Bup Management, Inc.

Consists of (1) 565,000 shares of Class A commackstubject to options currently exercisable oreisable
within 60 days of September 6, 2004 and (2) 103dt#es of Class A common stock held directly by Mr
Amaitis.



(6) Percentage based on (1) 30,092,205 shares of £le@simon stock outstanding on September 6, 2004 2x
565,000 shares of Class A common stock subjeqgbtiorts currently exercisable or exercisable witindays
of September 6, 2004.

(7) Consists of (1) 292,500 shares of Class A comstock subject to options currently exercisablearcisable
within 60 days of September 6, 2004, (2) 15,017eshaf Class A common stock held directly by Mr.rikés,
(3) 1,284 shares of Class A common stock held inNMérkel's 401 (k) account and (4) 2,250 shareslas<A
common stock beneficially owned by Mr. Merkel's spe.

(8) Percentage based on (1) 30,092,205 shares of £leasmon stock outstanding on September 6, 20042y
292,500 shares of Class A common stock subjegptiorts currently exercisable or exercisable withindays
of September 6, 2004.

(9) Consists of (1) 297,499 shares of Class A comstock subject to options currently exercisablexarcisable
within 60 days of September 6, 2004, (2) 585 shaf&lass A common stock held directly by Mr. Ndlog
(3) 652 shares of Class A common stock held inNwiello's 401(k) account and (4) 1,220 shareslas€A
common stock purchased by Mr. Noviello through Boployee Stock Purchase Plan.

(10) Consists of (1) 79,666 shares of Class A commorkstabject to options currently exercisable or eisable
within 60 days of September 6, 2004 and (2) 3,0@0es of Class A common stock held directly by Moran

(11) Consists of 62,500 shares of Class A common stalsjest to options currently exercisable or exetulis
within 60 days of September 6, 2004.

(12) Consists of (1) 36,666 shares of Class A comstock subject to options currently exercisablex@rcisable
within 60 days of September 6, 2004, (2) 9,000ehaf Class A common stock held directly by Mr. 8vand
(3) 7,000 shares of Class A common stock, of whi€l®0 shares are beneficially owned by Mr. Weisusg,
4,000 shares are held in trust for Mr. Weis' cleifdand 2,000 shares are beneficially owned by MyisW
children.

(13) Consists of (1) 46,666 shares of Class A commorkstabject to options currently exercisable or eisable
within 60 days of September 6, 2004 and (2) 2,2z0es of Class A common stock held directly by Mr.
Dalton.

(14) Consists of 35,155 shares of Class A commmekstubject to options currently exercisable oreisable
within 60 days of September 6, 2004.

(15) Consists of (1) 25,000 shares of Class A commorkstabject to options currently exercisable or eisable
within 60 days of September 6, 2004 and (2) 2,2z0es of Class A common stock held directly by Mr.
Saltzman.

(16) Consists of 26,666 shares of Class A commmrkstubject to options currently exercisable oreisable
within 60 days of September 6, 2004.

(17) Percentage based on (1) 30,092,205 sharelaiss & common stock outstanding on September &,32)
23,889,270 shares of Class B common stock outstgrati September 6, 2004 and (3)
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6,086,068 shares of Class A common stock subjemptions currently exercisable or exercisable withd
days of September 6, 2004.

By Others. The following table sets forth certain infortioa, as of September 6, 2004, with respect to
the beneficial ownership of our common equity bgheperson or entity known to us to beneficially oware
than 5% of our common equity, other than our officend directors. Unless indicated otherwise, tilress of
each entity listed is 135 East 57th Street, NewkYNiY 10022, and each entity listed has sole voéind
investment power over the shares beneficially owSéadres of Class B common stock are convertiltte in
shares of Class A common stock at any time in tberetion of the holder on a one-fone basis. Accordingly,
holder of Class B common stock is deemed to bédmeficial owner of an equal amount of number afreh of
Class A common stock for purposes of this table.

Beneficial Ownership (1)

Class A common stoct Class B common stocl

Name Shares % Shares %
Cantor Fitzgerald Securitit 21,495,13(2) 39.£(3) 21,247,80 88.¢(4)
Cantor Fitzgerald, L.F 24,136,60(5) 44.75(3) 23,889,27(6) 100.((4)
CF Group Management, It 24,524,07(7) 45.43) 23,889,27(6) 100.((4)

(1) Based upon filings under Section 13 of the Exde Act.



(2) Consists of (1) 21,247,800 shares of ClassBnoon stock and (2) 247,333 shares of Class A constomk.

(3) Percentage based on 30,092,205 shares of Classidao stock outstanding on September 6, 2004
23,889,270 shares of Class B common stock outstgrati September 6, 2004.

(4) Based on 23,889,270 shares of Class B comnook sutstanding on September 6, 2004.

(5) Consists of (1) 2,641,470 shares of Class B comstmzk owned by Cantor Fitzgerald, L.P., (2) 21,800
shares of Class B common stock owned by Cantogéiitdd Securities and (3) 247,333 shares of Class A
common stock held by Cantor Fitzgerald Securit@tor Fitzgerald, L.P. is the managing partneCaftor
Fitzgerald Securities.

(6) Consists of (1) 2,641,470 shares of Class B comstmrk helcby Cantor Fitzgerald, L.P. and (2) 21,247,
shares of Class B common stock held by Cantor &iitdd Securities. Cantor Fitzgerald, L.P. is theaging
partner of Cantor Fitzgerald Securities. CF Grougnbement, Inc. is the managing general partn€anfor
Fitzgerald, L.P.

(7) Consists of (1) 387,469 shares of Class A comstock held by CF Group Management, Inc., (2) 21,200

shares of Class B common stock held by Cantor &iitdd Securities, (3) 247,333 shares of Class Ancom
stock held by Cantor Fitzgerald Securities and2(8%1,470 shares of Class B common stock held loyo€a
Fitzgerald, L.P. CF Group Management, Inc. is ttamaging general partner of Cantor Fitzgerald, L.P.
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INDEPENDENT AUDITOR FEES

In addition to retaining Deloitte & Touche LLP tadit our consolidated financial statements for 2008

retained Deloitte & Touche LLP to provide consugtservices and to audit our Deferral Plan. Theofeihg
table summarizes the aggregate fees billed to Wbgitte & Touche LLP:

2003 2002
Audit Fees (a $ 496,25( $ 592,89:
Audit-Related Fees (t 87,50( 136,35(
Tax Fees (c 0 10,00(
All Other Fees 0 0
Total $ 583,75( $ 739,24

(a) Fees for audit services billed in 2003 and26@nsisted of:

¢ Audit of our annual financial statements

* Reviews of our quarterly financial statements

« Comfort letters, statutory and regulatory ayditmsents and other services related to Security a
Exchange Commission ("SEC") matters

(b) Fees for audit-related services billed in 2668 2002 consisted of:

« Financial Accounting and reporting consultations

« Employee Benefit plan audits

(c) Fees for tax services billed in 2002 consistethx compliance and tax planning and advice.

In considering the nature of the services provioedeloitte, our Audit Committee determined thattsu

services are compatible with the provision of inelegent audit services. The Audit Committee disaligisese
services with Deloitte and our management and e that they are permitted under the rules and
regulations concerning auditor independence proatetyby the U.S. Securities and Exchange Commig#ien
"SEC") to implement the Sarbanes-Oxley Act of 2QD2 "Sarbanes-Oxley Act"), as well as the American
Institute of Certified Public Accountants. All dfe services provided above were pre-approved bytiokt
Committee pursuant to policies set forth in our A@bmmittee Charter.
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REPORT OF THE AUDIT COMMITTEE OF OUR BOARD OF DIREC TORS

The Audit Committee of our Board of Directors isdeaup solely of independent directors, as definetié
NASDAQ rules, and it operates under a written @raatiopted by our Board of Directors. The compasitf
the Audit Committee, the attributes of its memkaerd its responsibilities, as reflected in its chgrare intended
to be in accordance with applicable requirementgdoporate audit committees. The Audit Commitedews
and assesses the adequacy of its charter on aaldrasis. In accord with the Sarbanes-Oxley Actsindlar
rules, we approved a new Audit Committee Chartgkugust 2004 and it is attached hereto as AppeAdix

As described more fully in its charter, the prim&umgction of the Audit Committee is to assist owad of
Directors in its general oversight of our finangiborting, internal controls and the audit procé&snagement
is responsible for the preparation, presentati@hiategrity of our financial statements; accountimgl financial
reporting principles; internal controls; and progess designed to ensure compliance with accoustangdards,
applicable laws and regulations. Deloitte & Touth®, an independent auditing firm, is responsiloie f
performing an independent audit of our consolidditeahcial statements in accordance with genesadyepted
auditing standards.

In accordance with the requirements of the Sarb@ndsy Act, the Audit Committee has established
procedures for the receipt, retention and treatrobadbmplaints regarding accounting, internal andicontrols,
or auditing matters, and for the confidential, amous reporting of employee concerns regardingtépresble
accounting or auditing matters. Complaints can bderunder the procedures by calling, mailing oraéling
specified representatives of Morgan, Lewis & Boskil.P, who will report such complaints to our Gealer
Counsel and the Chairman of the Audit Committeggmopriate. The General Counsel and the Chaiohtre
Audit Committee will direct the investigation ofyasuch complaints in accordance with the procedures

The Audit Committee members are not professionadaatants or auditors, and their functions are not
intended to duplicate or to certify the activitifsmanagement and the independent auditors, notheafudit
Committee certify that the independent auditors'am@ependent” under applicable rules. The Audituttee
serves a board-level oversight role, in which @vides advice, counsel and direction to managewhthe
auditors on the basis of the information it recsjwdiscussions with management and the auditodsthen
experience of the Audit Committee's members inr®ss, financial and accounting matters.

The Audit Committee has an annual agenda thatdeslueviewing our financial statements, internal
controls and audit matters as well as related geatysactions. The Audit Committee meets each guaiith
Deloitte & Touche LLP and management to reviewiatarim financial results before the publicationoofr
quarterly earnings press releases, and perioditaéyecutive sessions. Management's and indepeadditors'
presentations to and discussions with the Audit @dtee cover various topics and events that mag hav
significant financial impact and/or are the subjfatliscussions between management and the independ
auditors.

Among other matters, the Audit Committee monittues activities and performance of our external auslj
including the audit scope, external audit feesjtauéhdependence matters and the extent to wieh t
independent auditors may be retained to performanatit services. Our independent auditors haveigeavthe
Audit Committee with the written disclosures reggiby Independence Standards Board Standard No. 1,
"Independence Discussions with Audit Committeerd the Audit Committee discussed with the indepande
auditors and management that firm's independence.

In accordance with existing Audit Committee polaryd the more recent requirements of the Sarbanes-
Oxley Act, all services to be provided by Delo&té&ouche LLP are subject to pre-approval by the Guttee.
This includes audit services, audit-related sesyitax services and other services.

The Audit Committee has reviewed and discussedonsolidated financial statements for fiscal yea02
with management and the independent auditors; neanext represented to the Audit Committee that our
consolidated financial statements were prepareddéordance with generally accepted accounting ipies; anc
the independent auditors represented that thesieptations included the matters required to beudid with
the Audit Committee by Statement on Auditing
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Standards No. 61, as amended, "Communication wiiitACommittees." This review included a discussiatin
management of the quality, not merely the accelittgmf our accounting principles, the reasonakinof
significant estimates and judgments, and the glafidisclosure in our financial statements. Inarete on these
views and discussions, and the report of the inddget auditors, the Audit Committee recommendealito
Board of Directors, and our Board of Directors awed, the inclusion of the audited financial stagats in our
Annual Report on Form 10-K for the year ended Ddman31, 2003 for filing with the SEC.

THE AUDIT COMMITTEE

John H. Dalton
William J. Moran
Albert M. Weis
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PERFORMANCE GRAPH

The performance graph below shows a comparisomeofamulative total return, on a dividend
reinvestment basis, measured on December 10, 1#99@4te of our initial public offering), Decemisdr, 1999,
December 31, 2000, December 31, 2001, Decemb@0B8®, and December 31, 2003 assuming $100 was
invested on December 10, 1999 in our Class A comshack, our selected peer group and the S&P 500. Ou
peer group includes ITG, Instinet, the Chicago Matite Exchange and the NASDAQ. The returns ofptber
group companies have been weighted according tostoek market capitalization for purposes ofwng at a
peer group average.



CUMULATIVE TOTAL RETURN FROM
DECEMBER 10, 1999 THROUGH DECEMBER 31, 2003
AMONG ESPEED, INC., THE S&P 500 INDEX
AND PEER GROUP

e ESPEED, INC. = ok = S &P 50 =« @« «PEER GROUP I
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

THE FORMATION TRANSACTIONS

Concurrently with our initial public offering, Camtcontributed to us certain of our assets. Theseta
primarily consist of the proprietary software, netwdistribution systems, technologies and relatautractual
rights that comprise our eSpe®dystem. In exchange for these assets, we issu@artior 43,999,900 shares of
our Class B common stock, representing approxim&@%% of the voting power of our capital stock daitgling
at the time. Cantor converted 3,350,000 of theaeeshinto the shares of our Class A common stod&hwh
sold in our initial public offering in December 19

We entered into the agreements described belowrinaction with the formation transactions and tip he
define the terms of our relationship with Cantotha future. In an effort to mitigate conflictsinferest between
us and Cantor, we and Cantor have agreed thatafdhese agreements may be amended without theagpr
of a majority of our disinterested directors.

JOINT SERVICES AGREEMENT

Under our Amended and Restated Joint Services Aggeewith Cantor dated as of May 12, 2003, and
services agreements with TradeSpark, Freedom, NpahiPartners, LLC, and CO2e.com, LLC, we own and
operate the electronic trading systems and ar@nagigle for providing electronic brokerage serviasd
Cantor, TradeSpark, Freedom, Municipal Partner€; ehd CO2e.com, LLC provide voice-assisted brokerag
services, clearance, settlement and other fulfilinaad related services, such as credit and risiagement
services, oversight of client suitability and regfoly compliance, sales positioning of products aiihe:r
services customary to brokerage operations. Oweagent with Cantor provides for a perpetual term.

REVENUE SHARING ARRANGEMENTS

Under our Amended and Restated Joint Services Aggeewith Cantor and services agreements with
TradeSpark, Freedom, Municipal Partners, LLC, a@2€com, LLC, we own and operate the electronidirig
systems and are responsible for providing eleatrbrokerage services, and Cantor, TradeSpark, &need
Municipal Partners, LLC, and CO2e.com, LLC, providéce-assisted brokerage services, fulfillmentises,
such as clearance and settlement, and related¢sgreuch as credit risk management services,ighecs
client suitability and regulatory compliance, sgesitioning of products and other services custyrm
marketplace intermediary operations. In generalfuily electronic transactions, we receive 65%af
transaction revenues and Cantor, TradeSpark od&neeeceives 35% of the transaction revenues. We an
Municipal Partners, LLC, each receive 50% of thi/felectronic revenues related to municipal boadd we
and CO2e.com, LLC, each receive 50% of the fulcebnic revenues. In general, for voice-assisteldrage
transactions, we receive 7% of the transactionmaes, in the case of Cantor transactions, and 35%eo
transaction revenues, in the case of TradeSpdafkemdom transactions. In the case of CO2e.com,weC
receive 50% of CO2e.com, LLC, fully electronic raues and 15% of the voice assisted and open outcry
revenues until December 31, 2003, and 20% of vagststed and open outcry revenues thereafter diticu
we receive 25% of the net revenues from Cantortsirggbusiness. With respect to an eSpeed equigrord
routing business conducted for Cantor, we and Gaaoh receive 50% of the revenues, after deduofion
specified marketing, sales and other costs and fegseSpeed equity order routing business thabts
conducted for Cantor will be treated generally &sllg electronic transaction, and we will recei&®% of the
revenues of any such business and Cantor willvec@% of such revenues.

In February 2003, we agreed with Cantor that wepect to (i) certain network access facilitiesises
agreements and (i) other circumstances in whiaht@aefers network access facility services bussrte us,
60% of net revenues from such business would ketpaCantor and 40% of such revenues would be tpaid.
This revenue sharing arrangement will be made ditduction of all sales commissions, marketingpthesk,
clearing and direct third-party costs, includingcaits and maintenance.

In May 2003, we agreed that to the extent that \aeket the eSpeed ELITE market data product on behal
of Cantor, Cantor will pay us 20% of the revenumssiuich product.
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SOFTWARE SOLUTIONS SERVICES



We provide to Cantor, TradeSpark, Freedom, Munidaatners, LLC, and CO2e.com, LLC, Software
Solutions services, including (1) systems admiatg&in; (2) internal network support; (3) supportlan
procurement for desktops of ender equipment; (4) operations and disaster regmawices; (5) voice and d:
communications; (6) support and development ofesgstfor clearance, settlement and other fulfillnsvices
(7) systems support for broker; (8) electronic agpions systems and network support and developraad (9,
provision and/or implementation of existing eleaimapplications systems, including improvement an
upgrades thereto, and use of the related inteliéptoperty rights. In general, we charge Cantoad&Spark an
Freedom the actual direct and indirect costs, ooy overhead, that we incur in performing theseises. We
charge Municipal Partners, LLC, an amount basetheractual direct and indirect costs, includingrbead, of
providing such services. These services are prdwid€0O2e.com, LLC, at no additional cost othenttiee
revenue sharing arrangement set forth above. Ihaage for a 25% share of the net revenues fromo€ant
gaming businesses, we are obligated to spend andtdyet reimbursed for the first $750,000 eachtguaf
costs of providing support and development senfigesuch gaming businesses.

INTELLECTUAL PROPERTY

Cantor has granted to us a license covering Cargatents and patent applications that relate teSpeed
® system. The license is perpetual, irrevocable, avdde and royalty free and is exclusive, excegihimevent
that (1) we are unwilling to provide to Cantor aeyguested services covered by the patents witlecesp a
marketplace and Cantor elects not to require al®tso, or we are unable to provide such servic¢g)ave do
not exercise our right of first refusal to provigeCantor electronic brokerage services with resizea
marketplace, in which events Cantor will have &tk right to use the patents and patent applioatamlely in
connection with the operation of that marketpla@antor will cooperate with us, at our expense niy attempt
by us to prevent any third party infringement of patent rights under the license. Cantor hasgtanted to us
a non- exclusive, perpetual, irrevocable worldwidgalty-free right and license to use the servicemarks &
ExchangeM " “Interactive Matchin¢M " "MOLE SM*" and "CXSM".

NON-COMPETITION AND MARKET OPPORTUNITY PROVISIONS

The Joint Services Agreement imposes performankigations on us and restricts our ability to congpet
with Cantor and Cantor's ability to compete withrusnarkets that we and Cantor traditionally oper&fe and
Cantor have agreed to exclude the TradeSpark aetibm marketplaces from the provisions of the Joint
Services Agreement in order to enable us to enterseparate agreements in connection with these
marketplaces.

ADMINISTRATIVE SERVICES AGREEMENT

Under our Administrative Services Agreement witm®a, Cantor provides certain administrative and
management services to us. Cantor makes availabie $ome of its administrative and other stafluding its
internal audit, treasury, legal, tax, insurancenn resources, facilities, corporate developmedtaamgounting
staffs. Members of these staffs arrange for owrrersce coverage and provide a wide array of sesvineluding
administration of our personnel and payroll opersti benefits administration, internal audits, |faes
management, promotional sales and marketing, leégklmanagement, accounting and tax preparatidrogrer
services. We reimburse Cantor for the actual dostgred by Cantor, plus other reasonable costfding
reasonably allocated overhead and any applicakés t&Ve have also entered into arrangements witho€a
under which we have the right to use certain aspétipally computer equipment, from Cantor. Thessets
are subject to operating leases with third pargileg companies. Under the Administrative Servigeement
we provide sales, marketing and public relatiomsises to Cantor. Cantor reimburses us for theadosts
incurred by us, plus other reasonable costs, inmfudasonably allocated overhead. The AdministeaBervice
Agreement has a three-year term which will renetematically for successive one-year terms unlesselad
by either us or Cantor upon six months' prior r@tjgrovided, however, that our right to use ourdamoffice
space expires at the earlier of (1) the time Cé&ntease expires in 2016 or (2) until Cantor cetsé® an
affiliate of ours and Cantor asks us to vacate.
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Pursuant to the Administrative Services Agreem@ator is required to obtain for us, among othergs,
property and casualty insurance of not less th@n§iflion and business interruption insurance 6 $llion.
Cantor has procured property insurance coveragesfeovering our fixed assets and business intéorup
insurance of at least these coverage amounts. Haywee are listed on this insurance policy as dreewveral
insured parties, together with Cantor and sevdri affiliates. This insurance policy is for aggate amounts
in excess of the amounts set forth above. The Adtnative Services Agreement does not provideHer t
allocation of the proceeds among the named insuaeties. Insurance proceeds paid to date havepzdrio
Cantor on behalf of all parties named on the policyd Cantor has allocated these proceeds amorigstired
parties. As a result of the terrorist attacks git8mber 11, 2001 (the "September 11 Events"), fiizes in the
World Trade Center were destroyed and we lost I&loemployees, including many members of ouraeni
management. As of December 31, 2003, we receiveabrinately $20.5 million of property insurance peed:
in settlement for property damage related to thete3eber 11 Events. We are entitled to up to $19lomof
such amounts as replacement assets are purchabedfirure.

REGISTRATION RIGHTS AGREEMENT

Pursuant to the Registration Rights Agreement edtirto by Cantor and us, Cantor has received
piggyback and demand registration rights.

The piggyback registration rights allow Cantoregister the shares of our Class A common stocledssu
issuable to it in connection with the conversiont®&hares of our Class B common stock whenevegsragose
to register any shares of our Class A common dimciur own or another's account under the Seesriict for
a public offering, other than any shelf registratad shares of our Class A common stock to be ased
consideration for acquisitions of additional busses and registrations relating to employee beplefits.

Cantor also has the right, on three occasiongduire that we register under the Securities Agtarall of
the shares of our Class A common stock issuedsaalde to it in connection with the conversiontsfshares of
our Class B common stock. The demand and piggytegiktration rights apply to Cantor and to any sfaree
of shares held by Cantor who agrees to be bouritiebierms of the Registration Rights Agreement.

We have agreed to pay all costs of one demandlapijgyback registrations, other than underwriting



discounts and commissions. We have also agreeuiémninify Cantor and any transferee for certain
liabilities they may incur in connection with theegcise of their registration rights. All of thesgistration
rights are subject to conditions and limitatiomgJuding (1) the right of underwriters of an offegito limit the
number of shares included in that registration,o@)right not to effect any demand registratiothim six
months of a public offering of our securities; d8§ithat Cantor agrees to refrain from sellingshsres during
the period from 15 days prior to and 90 days dftereffective date of any registration statementtie offering
of our securities.

POTENTIAL CONFLICTS OF INTEREST AND COMPETITION WIT H CANTOR

Various conflicts of interest between us and Cantay arise in the future in a number of areasirgab
our past and ongoing relationships, including piéacquisitions of businesses or properties efbetion of
new directors, payment of dividends, incurrencendébtedness, tax matters, financial commitmengskating
functions, indemnity arrangements, service arrameges) issuances of our capital stock, sales aiilaisions by
Cantor of its shares of our common stock and tlegaése by Cantor of control over our managementadfairs.
Four of our directors and a majority of our offis@lso serve as directors, officers and/or partoe@antor.
Simultaneous service as an eSpeed director oeoffied service as a director or officer, or stasia partner, of
Cantor could create or appear to create poterti#licts of interest when such directors, officargl/or partners
are faced with decisions that could have diffemmlications for us and for Cantor. Mr. Lutnick,rd@hairman
and Chief Executive Officer, is the sole stockholofethe managing general partner of Cantor. Assalt, Mr.
Lutnick controls Cantor. Cantor owns shares of@laiss A common stock and Class B common stock
representing approximately 88.9% of the Total Vigtitower of our capital stock. Although all relafety
transactions between
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eSpeed and Cantor and related entities are apphyvedr Audit Committee, Mr. Lutnick's simultaneaesvice
as our Chairman, President and Chief Executivec®ffand his control of Cantor could create or apfeareate
potential conflicts of interest when Mr. Lutnickfeced with decisions that could have differentliogtions for
us and for Cantor.

Our relationship with Cantor may result in agreeta¢hat are not the result of arnésigth negotiations. #
a result, the prices charged to us or by us foriges provided under agreements with Cantor malidieer or
lower than prices that may be charged by thirdipaend the terms of these agreements may be mégsso
favorable to us than those that we could have metgadtwith third parties. However, transactionsa@sn us an
Cantor and/or its other affiliates are subjecti®approval of a majority of our independent divestin
addition, Cantor can compete with us under cedmeumstances.

WILLIAMS AND DYNEGY

On June 5, 2000, each of Williams Energy Marke&ngrading and Dynegy purchased a unit consisting of
(a) 789,071 shares of our Class A common stocklandarrants exercisable for the purchase of L6666
shares of our Class A common stock, for an aggeggatchase price for the unit of $25.0 million. T&rrants
have a per share exercise price of $35.20, a 10tgea and 25% of the warrants are currently esaflie. The
remaining warrants are exercisable commencing areiber 5, 2005.

At such time as Williams and Dynegy (or their pdted affiliate assignees) have made an aggregaigyeq
investment in us of an amount equal to at leas@$LMillion, valued on a cost basis (and for s@las such
parties maintain ownership of equity securitiesihgsuch cost basis), Cantor is obligated to usbest efforts
to cause one designee jointly selected by Williams Dynegy to be nominated to our Board of Directord to
vote its shares of common equity in favor of suekighee.

TRADESPARK

On September 22, 2000, the Company made a casttimeet in TradeSpark, L.P. ("TradeSpark") of $2.0
million in exchange for a 4.97% interest in Trada&pand Cantor made a cash investment of $4.8milh
TradeSpark and agreed to contribute to TradeSpathin assets relating to its voice brokerage lassin
certain energy products in exchange for a 28.19&est in TradeSpark. The Company and Cantor akscugec
an amendment to the Joint Services Agreement ierd@odenable each to engage in this business tamsaln
addition, a 66.34% interest in TradeSpark was mset for $12.3 million by EIP Holdings, LLC ("EIP
Holdings"), a Delaware limited liability companyrfoed by six energy industry market participantd ).
The remaining 0.5% interest in TradeSpark was masget for $250,000 by TP Holdings, LLC ("TP Holdif)gs
Delaware limited liability company created by then@pany, Cantor, and EIP Holdings for the purpose of
acquiring and holding an interest as general patth&radeSpark. The interests in TP Holdings &f @ompany
Cantor, and EIP Holdings were 5%, 28.33% and 66,6@%pectively. The investments in TP HoldingsHmy t
Company, Cantor and EIP Holdings totaled $12,5@0,825, and $166,875, respectively. Taking into
consideration both direct investments, and indiratstments through TP Holdings, the total inter@s
TradeSpark of the Company, Cantor and EIP Holdiogged 5%, 28.33% and 66.67%, respectively. In
connection with these investments, the Companyreshtiato a perpetual technology services agreemitnt
TradeSpark pursuant to which the Company providesechnology infrastructure for the transacticara
technology related elements of the TradeSpark nildee as well as certain other services to TraddSp
exchange for specified percentages of transactieenues from the marketplace. If a transactionlig f
electronic, the Company receives 65% of the aggeetgansaction revenues and TradeSpark receivesoBfde
transaction revenues. In general, if TradeSparkiges voice-assisted brokerage services with réspec
transaction, then the Company receives 35% ofdhenues and TradeSpark receives 65% of the revenues
Cantor also entered into an administrative senacgsement with TradeSpark pursuant to which iviples
administrative services to TradeSpark at cost. Ctvapany and Cantor each received representatibts rign
the management committee of TP Holdings in proporto their ownership interests in TradeSpark. Asegal
partner, TP Holdings has the sole power to makeageament decisions on behalf of TradeSpark.
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In order to provide incentives to the EIPs to tradehe TradeSpark electronic marketplace, whichldo
have resulted in commissions to the Company urigeTtadeSpark technology services agreement, i 260
Company issued 5,500,000 shares of its Series fénpeel stock and 2,500,000 shares of its Serieseeped
stock to EIP Holdings. The 5,500,000 shares ofeSehi preferred stock and 2,500,000 shares of SBries
preferred stock which were owned by EIP Holdingsen@nvertible into (i) an aggregate of 80,000 ebhaf
Class A Common Stock at any time or (ii) warraotptirchase up to 8,000,000 shares of eSpeed's£lass
Common Stock at $27.94 per share upon certain tionsj including the achievement of minimum trading
thresholds. In 2000, the Company recognized anreseef $2,235,200, equal to the fair value of @80
shares of Class A common stock issuable upon csioreof the preferred stock, if none of the conginig
performance targets were met.

In mid-2002, several of the TradeSpark EIP invesbh@gan to change their focus from energy merchant
trading to asset management and a traditionatyutiipdel, requiring an adjustment to the TradeSpadiness
model and a reduced focus on the TradeSpark ineesthy such energy partners. In the fourth quat@002,
the carrying value of the Company's investmentrad€Spark was written down by $950,000 to its ealizable
value.

In the first quarter of 2004, the Company and Captochased 100% of EIP Holdings, the holding
company formed by the EIPs that owned 66.34% ofl@®park and 66.67% of TP Holdings, TradeSpark's
general partner. The Company and Cantor enteredhig agreement in order to maximize the netzable
value of their investment in TradeSpark by elimimgithe interests of the outside EIP investorslamging the
management of TradeSpark under their collectivérobrThe purchase price of $2.4 million was pitbtigh
EIP Holdings Acquisition, LLC ("EIP Holdings Acqiti®n"), a Delaware limited liability company ownéy
the Company and Cantor. In connection with thichase, the Company contributed to EIP Holdings
Acquisition a 4.75% interest in TP Holdings andeitdire 4.97% interest in TradeSpark. Cantor cbuated its
existing 28.19% interest in TradeSpark along whiirt 28.33% interest in TP Holdings. The Compargined &
0.25% interest in TP Holdings. The Company alsdrimuted $360,000, or 15%, of the $2.4 million bétcash
consideration. The Company serves as the Managamtér of EIP Holdings Acquisition and will receit/8%,
and Cantor will receive 85%, of all profits anddes and liquidation value of EIP Holdings Acqusiti As the
99.75% owner of TP Holdings, TradeSpark's geneagthpr, EIP Holdings Acquisition is consolidated@gntol
given Cantor's 85% interest in all profits and éss<EIP Holdings Acquisition, the Company and Cahtve
each appointed one member to TP Holdings' threebaemanagement committee. As a part of Cantor and
eSpeed's acquisition of the remaining 66.67% isteneTradeSpark they did not already own, Cantal a
eSpeed acquired all of the outstanding sharespéefs Series A and Series B preferred stock. Bimep@ny
received all right, title and interest in and tbtakse shares of the Company's Series A and S resferred
stock owned by the EIPs directly or indirectly thg their interest in EIP Holdings. These 5,500,608res of
Series A preferred stock and 2,500,000 sharesri#sSB preferred stock were distributed to eSpeeHIP
Holdings Acquisition in March 2004 and retired by tCompany's board of directors. eSpeed accouotehis
transaction as a treasury stock acquisition, furidegrt by its parent, Cantor, and a retiremergumth stock,
both at the amount of value ascribed to such sharesnjunction with the acquisition of the 66.6T8terest in
TradeSpark. Since the cost of acquisition of TrapdeSwas less than the value of the net assetsagieBpark
(including the preferred stock), the excess waxcated as a reduction of the non-current assessigoft to
SFAS 141, resulting in no cost allocated to thdgured stock. The net effect of (a) the treasuoglstacquisition
and retirement and (b) the implied capital contiittufrom Cantor was to decrease preferred stockirerease
additional paid in capital by $80,000, representimgpar value of the 5,500,000 shares of Seripeeferred
stock and the 2,500,000 shares of Series B prefstoek, with no gain recognized. Currently, EIRdittgs
Acquisition owns 99.5% of TradeSpark and 99.75%®fHoldings. TP Holdings, which owns 0.5% of
TradeSpark, is 99.75% owned by EIP Holdings Acgoisiand 0.25% by eSpeed. The Company's percentage
ownership interest in TradeSpark before and dfiisrttansaction, through both direct and indiragestments,
was 5.0% and 15.0%, respectively.

MUNICIPAL PARTNERS

In January 2002, Cantor sold the assets of thenessiknown as Municipal Partners, Inc., a munidioald
broker, to a newly formed limited company, Munidipartners, LLC, formed by Brian Kelly, a
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former employee of Cantor, in exchange for a 25%¢igh interest in Municipal Partners, LLC. Cantadh
purchased substantially all of the assets of MpaidPartners, Inc. in July 2000. Cantor also loabid00,000
to Municipal Partners, LLC and is entitled to distitions equal to 5% of the gross revenues of tigress less
the amount of our revenue share for electronicstiations. Pending receipt of applicable licenseMbgicipal
Partners, LLC, Cantor provided Municipal Partn&tsC with interim services. In connection with thale, we
(1) granted Municipal Partners, LLC a non-excludigense to use our software and technology toaipex
municipal bond brokerage business; (2) will mamt@ir municipal bond trading platform and provibe t
software capabilities that were in place in Castorunicipal bond business (we are to be compensated
upgrading the trading platform at cost plus a reabée profit or at prevailing rates, at our elea}iq3) will
provide web-hosting, technical and customer supgiocbst plus a reasonable fee to Municipal PestigrC;
(4) will receive 50% of gross revenues of Municipaltners, LLC, with respect to electronic transas; and
(5) terminated existing arrangements with formekbrs in the business (some of whom are deceases)gnt
to which we had given them shares of our ClassrAmon stock valued at $1,250,000 in exchange for
promissory notes in the same amount with the rélsattthe notes were terminated and the sharesacaecellec
This agreement is currently subject to litigation.

FREEDOM INTERNATIONAL BROKERAGE

On January 29, 2001, we and Cantor formed a linggethership to acquire 66.7% of Freedom
International Brokerage. On April 4, 2001, we cinited 310,769 shares of our Class A common stothe
limited partnership, which entitles us to 75% o timited partnership's interest in Freedom. Weeia15% of
the limited partnership's cumulative profits but imoits cumulative losses. Cantor contributed £88,shares of
our Class A common stock as the general partnerto€aill be allocated all of the limited partneiss
cumulative losses and 85% of the cumulative prdfitee limited partnership exchanged the 414,357Veshfar
its 66.7% interest in Freedom. In addition, we ébwarrants to purchase 400,000 shares of our Blass
common stock to provide incentives to the Freedemesparticipants other than us and Cantor to migrataut
fully electronic platform. To the extent necess@ryprotect us from any allocation of losses, Caigoequired tc
provide future capital contributions to the limitedrtnership up to an amount that would make Cantotal



contribution equal to our investment in the limifgattnership.

Upon the closing of the transaction, we entereadl énservices agreement with Freedom to provide for
electronic trading technology and services andastfucture/back-offices services. Under this agesgnwe are
entitled to 65% of the electronic transaction sesirevenues and Freedom is entitled to 35% of savemues.
We also receive 35% of revenues derived from atlarassisted transactions, other miscellaneousdaions
and the sale of market data or other informatiat i not incidental to the above services. We lase agreed
to pay to Freedom an overhead charge for each gemplaf ours that is based in Freedom's office.

CO2E.COM, LLC

On October 11, 2002, Mitsui & Co. (U.S.A.), IncdaMB Emission Trading, Inc. (collectively, "Mitsgi"
invested $1,200,000 in CO2e.com, a Cantor subgid@&D2e.com's purpose is to form and operate omeooe
electronic trading markets for products relatetheomitigation of greenhouse gasses and relatédtesst and to
provide brokerage information and consulting sexsigelating to the emission or mitigation of gremuge
gasses and related issues. In connection theremdtlind CO2e.com entered into a Services Agreewleerteby
we will receive 50% of CO2e.com's fully electronéwvenues and 20% of CO2e.com's voice-assistederd o
outcry revenues. The Services Agreement superskegsovisions of the Joint Services Agreement wegpec
to CO2e.com transactions. Mitsui received 4% ofejeity of CO2e.com and we agreed to transfer icerta
intellectual property rights to CO2e.com.

UBS

On August 21, 2002, we entered into a Global Fixedme Transaction Fee Agreement (the "UBS
Agreement") with UBS AG and certain named affilsateollectively, "UBS") and Cantor for UBS to
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execute trades electronically on our eSpBegstem in U.S. Securities, Agency Securities, Eeaop
Government Bonds, UK Gilts, Japanese Government8and swaps of these various securities instrisnent
The UBS Agreement had an initial term of two and-bilf years, commencing as of January 1, 2002. In
addition to quarterly participation fees to be paicCantor, UBS will pay transaction fees to Carfiboreach
executed transaction. These fees will then be ghaith us in accordance with our Joint Servicesekgnent
with Cantor.

In connection with the Agreement, we issued to @B&arrant to purchase 300,000 shares of our Class A
common stock. The warrant has a term of 10 yeatdhas an exercise price equal to $8.75, the maetee of
the underlying Class A common stock on the daissefance. The warrant is fully vested and nonftafge, anc
is exercisable nine years and six months afteaisse, subject to acceleration upon the satisfablyodBS of its
commitment conditions provided for in the Agreeméle incurred a non-cash charge equal to the &irevof
the warrant on the date of issuance, which wildb®rtized over the term of the Agreement.

In addition, we have provided UBS with piggybacgistration rights for the Class A common stock
underlying the warrants.

UBS failed to comply with the commitment conditifor the period August 1, 2002 to July 31, 2003.
Commencing October 1, 2003, the UBS Agreement easgotiated to facilitate UBS's ability to meet the
commitment condition going forward, to extend thert by one year to July 31, 2005 and to provideafor
revised acceleration schedule (the "Revised Agreéhdhe Revised Agreement provides for acceleratif
125,000 warrant shares on October 1, 2003, of wivifiants to purchase 75,000 shares of our Classwmon
stock were exercised by UBS in October 2003, aedlacation of the remaining 175,000 warrant sharegver
equal tranches of 25,000 shares each quarter, coaimgewith the quarter ending January 31, 2004jestito
the satisfaction by UBS of the revised commitmemntditions set forth in the Revised Agreement. Weeha
notified UBS that it failed to comply with the contment conditions for the period from November @02 to
January 31, 2004, for the period from February0D42to April 30, 2004 and for the period from May2004 to
July 31, 2004 and that it is not entitled to aclen of the first 75,000 warrant shares.

DEUTSCHE BANK

On July 30, 2001, we entered into an agreemertrto & business partner relationship with Deutsciuekk
AG ("Deutsche Bank"), whereby Deutsche Bank wikichel its electronic market-making engines anddidy
for specified European fixed income products usingelectronic trading platform. In connection witte
agreement, Deutsche Bank purchased 750 shares 8£des C Redeemable Convertible Preferred Stock
("Series C Preferred") at its par value of $0.0d.gf®re. Each share of the Series C Preferredhigectible at thi
option of Deutsche Bank into 10 shares of our Classmmon stock at any time during the five yeardieg
July 31, 2006.

At the end of each year of the five year agreerirewhich Deutsche Bank fulfills its liquidity andarket-
making obligations for specified products, 150 skaf Series C Preferred will automatically conveta
warrants to purchase 150,000 shares of our Classnon stock at an exercise price of $14.79 paesha

At the end of the five year period, to the extdwittDeutsche Bank does not fulfill its obligatiansler the
agreement and Series C Preferred shares rematamditsy, we have the option to redeem each shateeof
Series C Preferred outstanding in exchange foha@es of our Class A common stock.

Deutsche Bank was deemed to have fulfilled itsgattions under the agreement for the 12 months ended
July 30, 2002, and, accordingly, a warrant to paseh150,000 shares of our Class A common stockssaed
by us. We have informed Deutsche Bank that it wveasSmcompliance with the agreement for the 12 rhent
ended July 30, 2003, and that a warrant will noisbaed for such period.

Based on certain communications and the failui@eaftsche Bank to comply with the agreement sinee, w
have further notified Deutsche Bank that we beligévs terminated its right to receive warrantdanthe
agreement for the remaining commitment periods. 30@&shares of Series C Preferred with respetieto t
twelve-month periods ended July 30, 2003 and 28@tredeemable by us for 3,000 shares of Classrnm
stock.
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INDEMNIFICATION BY CANTOR

Although we do not expect to incur any losses wé$pect to pending lawsuits or supplemental aliegsat
relating to Cantor and Cantor's limited partnersigpeement, Cantor has agreed to indemnify usnegpect to
any liabilities we incur as a result of such lawswir allegations.

OTHER TRANSACTIONS

We enter into overnight reverse repurchase agreismétih Cantor. At December 31, 2003, the reverse
repurchase agreements totaled $173.2 million, distpaccrued interest. The securities collatenajjzhe
reverse repurchase agreements are held underaai@istrangement at J.P. Morgan Chase.

In September 2003, we donated $687,600 to the E&itgerald Relief Fund (the "Relief Fund") in
connection with a charity day on September 11, 2008 Relief Fund is a tax-exempt organizationtdistaed
to aid the families of the victims who perishedassult of the September 11 Events. Mr. Lutnick, Ghief
Executive Officer, is one of the directors of theliBf Fund. Edie Lutnick, Mr. Lutnick's sister, aSthart Frase
Cantor's Vice Chairman, are the other directorthefRelief Fund.

In February 2003, we sold to Cantor fixed assets winet book value of approximately $2.5 million
pursuant to a sale leaseback agreement. We resaiofuhe assets in exchange for a $95,000 mootizyge
under the Administrative Services Agreement.

In 2003, we paid to Curran & Connors, Inc., appmeadely $206,517 in design fees and printing and
production expenses with respect to the produaifasur annual report. Hank Morris, a member of Baard of
Directors, serves as Chairman and CEO of Curraron@rs and is its controlling shareholder. In additin
2002, we paid Morris & Carrick, Inc., a media am@tegic consulting firm, $50,000 in consultinggesnd
Cantor Fitzgerald paid Morris & Carrick $250,000cionsulting fees. Mr. Morris is the Chairman anddrfent
of Morris & Carrick.
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EXPENSES OF SOLICITATION

The total cost of the Proxy solicitation will berbe by us. In addition to the mails, Proxies maadiiited
by our directors and officers by personal intengetelephone and telegraph. It is anticipatedihaks,
brokerage houses and other custodians, nominedidandries will forward soliciting material to ¢hbeneficial
owners of shares of Common Equity entitled to \agteur Annual Meeting and that such persons will be
reimbursed for their out-of-pocket expenses inalimethis connection.

STOCKHOLDER PROPOSALS

If a stockholder desires to present a proposahfdusion in next year's Proxy Statement, the psapmust
be submitted in writing to us for receipt not lattean May 20, 2005. Additionally, to be includedlie proxy
materials, proposals must comply with the proxgsulelating to stockholder proposals, in particRale 14a-8
under the Exchange Act and our by-law provisiortisciéholders who wish to submit a proposal for
consideration at our 2005 Annual Meeting of Stod#tbrs, but who do not wish to submit a proposal for
inclusion in our proxy materials pursuant to Rud@-B under the Exchange Act, should deliver a ajgheir
proposal no later than 45 days prior to the dayrandth of the notice of meeting pertaining to 0082 Annual
Meeting of Stockholders. If a stockholder failptovide such 45-day notice, the respective proposetl not be
addressed in the proxy materials and the proxigserarcise their discretionary voting authority wtibe
proposal is raised at the annual meeting. In eithee, proposals should be delivered to eSpeed 1B E. 57t
Street, New York, NY 10022, Attention: Secretary.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Under the securities laws of the United Statesdinectors, executive officers and any person mgjdnore
than 10% of our Class A common stock are requindie initial forms of ownership of our Class Aroonon
stock and reports of changes in that ownership thighSecurities and Exchange Commission. Basety soie
our review of the copies of such forms receivedibyvith respect to fiscal year 2003, to the bestusf
knowledge, all reports were filed on a timely baxtiser than late filings on Form 4 by each of axeautive
officers in connection with option grants to them@ecember 9, 2003, which Forms 4 were filed twysdate
on December 15, 2003.

CODE OF ETHICS AND WHISTLEBLOWER PROCEDURES

In 2004, we adopted the eSpeed Code of Businesgucband Ethics (the "Code of Ethics"), a code of
ethics that applies to our Board of Directors, €Eecutive Officer, Chief Financial Officer, othexecutive
officers and our other employees. The Code of Etisipublicly available on our website at www.espeem. If
we make any substantive amendments to the Codthifstor grant any waiver, including any impliciaiver,
from a provision of the Code of Ethics to our dices or executive officers, we will disclose thaura of such
amendment or waiver on our website or in a CurR&gort on Form 8-K.

In accordance with the requirements of the Sarb@ndsy Act, the Audit Committee has established
procedures for the receipt, retention and treatraBadmplaints regarding accounting, internal andicontrols,
or auditing matters, and for the confidential, amoous reporting of employee concerns regardingtopresble
accounting or auditing matters. The General Couaselthe Chairman of the Audit Committee will dirtee
investigation of any such complaints in accordanite the procedures.

MISCELLANEOUS

Our Board of Directors knows of no other businesBe presented at our Annual Meeting. If, however,
other matters properly do come before our Annuatting, it is intended that the Proxies in the acganying
form will be voted thereon in accordance with thegment of the person or persons holding such Bsoxi
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STOCKHOLDERS ARE URGED TO COMPLETE, DATE, SIGN AND MAIL PROMPTLY THE
ENCLOSED PROXY IN THE ENVELOPE PROVIDED. PROMPT RES PONSE WILL GREATLY
FACILITATE ARRANGEMENTS FOR THE ANNUAL MEETING, AND  YOUR COOPERATION
WILL BE APPRECIATED.

By Order of the Board of Director

STEPHEN M. MERKEL
Secretary

New York, New York
September 17, 2004
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APPENDIX A

eSpeed, Inc.
Audit Committee Charter

Purpose

The Audit Committee of eSpeed, Inc. (the "Compary'§ppointed by the Board of Directors of the
Company (the "Board") to oversee the accountingfanahcial reporting processes of the Company aed t
audits of the Company's financial statements. &t tbgard, the Audit Committee assists the Boardanitoring
(1) the integrity of the financial statements af Bompany, (2) the independent auditor's qualificatand
independence, (3) the performance of the Compartgsnal audit function and independent auditons} @) the
compliance by the Company with legal and regulateguirements. The Audit Committee shall prepaee th
report required by the rules of the Securities Brchange Commission (the "Commission") to be inetlioh the
Company's annual proxy statement.

Committee Membership

The Audit Committee shall consist of no fewer titfaree members. Each member of the Audit Committee
shall meet the independence and experience recemmtsrof NASDAQ Marketplace Rules and the Securities
Exchange Act of 1934 (the "Exchange Act"). All maarof the Audit Committee shall be able to readl an
understand fundamental financial statements. No lmeemf the Audit Committee shall have patrticipatethe
preparation of the financial statements of the Camypin the past three years. At least one membireofudit
Committee shall be an "audit committee financigleax' as defined by the Commission. Notwithstandhmey
foregoing, members who do not meet the NASDAQ diisdim of independence may serve on the Audit
Committee to the extent permitted by NASDAQ ruled £ommission rules and regulations, as such arlds
regulations are in effect from time to time. Thembers of the Audit Committee shall be appointed miag be
replaced by the Board.

Meetings

The Audit Committee shall meet as often as it aeiees necessary but not less frequently than fmest
annually. The Audit Committee shall meet periodical separate executive sessions with managerttent,
internal auditors and the independent auditor,te such other direct and independent interagtithsuch
persons from time to time as the members of thetADoimmittee deem appropriate. The Audit Committesy
request any officer or employee of the CompanherGompany's outside counsel or independent auditor
attend a meeting of the Committee or to meet withraembers of, or consultants to, the Committee.

Committee Authority and Responsibilities

The Audit Committee shall have the sole authontgppoint, determine funding for, and oversee the
outside auditors, when such auditors are actirmyah capacity (subject, if applicable, to sharedold
ratification). The Audit Committee shall be dirgctesponsible for the compensation and oversigti@fvork
of the independent auditor (including resolutiordisfagreements between management and the independe
auditor regarding financial reporting) for the pogp of preparing or issuing an audit report orteelavork. The
independent auditor shall report directly to thedA@ommittee.

The Audit Committee shall pre-approve all auditiggvices, internal control-related services andnjtezd
non-audit services (including the fees and terraseibrf) to be performed for the Company by its ireefent
auditor, subject to thde minimis exception for non-audit services that are apprdnethe Audit Committee
prior to the completion of the audit. The Audit Quittee may form and delegate authority to subcomeest
consisting of one or more members when appropiiiatejding the authority to grant pre-approvalsadlit and
permitted non-audit services, provided that densiof such subcommittee to grant pre-approvald bbal
presented to the full Audit Committee at its neotteduled meeting.
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The Audit Committee shall have the authority, te éxtent it deems necessary or appropriate, togenaa
determine funding for independent legal, accountingther advisors. The Company shall provide for
appropriate funding, as determined by the Audit @uttee, for payment of compensation to the indepanhd



auditor for the purpose of rendering or issuingaadit report or performing other audit, review test
services for the Company and to any advisors enegldyy the Audit Committee, as well as funding foe t
payment of ordinary administrative expenses ofAhdit Committee that are necessary or appropriate i
carrying out its duties.

The Audit Committee shall make reports to the Bdarthe extent it deems necessary or appropridéte. T
Audit Committee shall review and reassess the amsgof this Charter annually and recommend anygseg
changes to the Board for approval.

The Audit Committee, to the extent it deems neggssiaappropriate, shall:

Financial Statement and Disclosure Matters

* Review and discuss with management and the evignt auditor the annual audited financial
statements, including disclosures made in managesriscussion and analysis, and recommend to
the Board whether the audited financial statemsimbsild be included in the Company's Form 10-K.

« Review and discuss with management and the amiignt auditor the Company's quarterly financial
statements prior to the filing of its Form 10-Qclirding the results of the independent auditoriere
of the quarterly financial statements.

« Discuss with management and the independentasignificant financial reporting issues and
judgments made in connection with the preparatidhe@ Company's financial statements, incluc
any significant changes in the Company's selediaapplication of accounting principles, any major
issues as to the adequacy of the Company's inteon#lols and any special steps adopted in light of
material control deficiencies.

* Review and discuss with management and the ewignt auditor any major issues as to the adequacy
of the Company's internal controls, any specigisedopted in light of material control deficierscie
and the adequacy of disclosures about changegeimai control over financial reporting.

* Review and discuss with management (includirgstimior internal audit executive) and the
independent auditor the Company's internal contegsrt and the independent auditor's attestafion o
the report prior to the filing of the Company's Fot0-K.

* Review and discuss quarterly reports from thikependent auditors on:

« all critical accounting policies and practitese used;

« all alternative treatments of financial infortioa within generally accepted accounting principle
that have been discussed with management, ranifitsadf the use of such alternative disclosures
and treatments, and the treatment preferred binttependent auditor; and

« other material written communications betwdenihdependent auditor and management, such as
any management letter or schedule of unadjustéerelifces.

« Discuss with management the Company's earnirggspeleases, including the use of "pro forma" or
"adjusted" non-GAAP information.

« Discuss with management and the independentaauble effect of regulatory and accounting
initiatives as well as off-balance sheet structareshe Company's financial statements.

« Discuss with management the Company's major fimhnick exposures and the steps managemet
taken to monitor and control such exposures, inaotythe Company's risk assessment and risk
management policies.
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« Discuss with the independent auditor the matiegsired to be discussed by Statement on Auditing
Standards No. 61 relating to the conduct of thétaimtluding any difficulties encountered in the
course of the audit work, any restrictions on thepg of activities or access to requested infownati
and any significant disagreements with management.

¢ Review disclosures made to the Audit Committgéhle Company's CEO and CFO during their
certification process for the Form 10-K and FormQ@@bout any significant deficiencies in the design
or operation of internal controls or material weesses therein and any fraud involving managem
other employees who have a significant role inGbenpany's internal controls.

« Ensure that a public announcement of the Compaageipt of an audit opinion that contains a goin
concern qualification is made promptly.



Oversight of the Company's Relationship with the Inlependent Auditor

* Review and evaluate the lead partner of thegaddent auditor team.

« Obtain and review a report from the independenttaudt least annually regarding (a) the indepeh
auditor's internal quality-control procedures, by material issues raised by the most recentiater
quality-control review, or peer review, of the firor by any inquiry or investigation by governménta
or professional authorities within the precedingfyears respecting one or more independent audits
carried out by the firm, (c) any steps taken td @éth any such issues. Evaluate the qualificatjons
performance and independence of the independeitbgudcluding considering whether the auditor's
quality controls are adequate and the provisiopeomitted non-audit services is compatible with
maintaining the auditor's independence, and taikittgaccount the opinions of management and
internal auditors. The Audit Committee shall preésenconclusions with respect to the independent
auditor to the Board.

« Obtain from the independent auditor a formakten statement delineating all relationships betwee
the independent auditor and the Company. It isebponsibility of the Audit Committee to actively
engage in a dialogue with the independent auditthr iespect to any disclosed relationships or
services that may impact the objectivity and inaejeace of the auditor and for purposes of taking, o
recommending that the full Board take, approprétiton to oversee the independence of the outside
auditor.

« Ensure the rotation of the lead (or coordingtigngdit partner having primary responsibility foet
audit and the audit partner responsible for revigvthe audit as required by law. Consider whether,
order to assure continuing auditor independends aippropriate to adopt a policy of rotating the
independent auditing firm on a regular basis.

* Recommend to the Board policies for the Comahiying of employees or former employees of the
independent auditor.

« Discuss with the independent auditor matergés on which the national office of the independen
auditor was consulted by the Company's audit team.

* Meet with the independent auditor prior to theliato discuss the planning and staffing of thdiau
Oversight of the Company's Internal Audit Function

« Discuss with the independent auditor and managethe internal audit department responsibilities,
budget and staffing and any recommended changée iplanned scope of the internal audit.

Compliance Oversight Responsibilities

« Obtain from the independent auditor assuranaeSkction 10A(b) of the Exchange Act has not been
implicated.
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« Obtain reports from management that the Comjaauayits subsidiary/foreign affiliated entities ame
conformity with applicable legal requirements and €ompany's Code of Business Conduct and
Ethics. Advise the Board with respect to the Conyfsapolicies and procedures regarding compliance
with applicable laws and regulations and with tteenpany's Code of Business Conduct and Ethics.

« Approve all related party transactions.

« Establish procedures for the receipt, reteriod treatment of complaints received by the Company
regarding accounting, internal accounting contoolauditing matters, and the confidential, anonys
submission by employees of concerns regarding iuedtle accounting or auditing matters including,
without limitation, requiring quarterly reports frointernal and external legal counsel regardindnsuc
complaints.

« Discuss with management and the independentaaadiy correspondence with regulators or
governmental agencies and any published reportshwhise material issues regarding the Company's
financial statements or accounting policies.

« Discuss with the Company's General Counsel legdters that may have a material impact on the
financial statements or the Company's compliandieips.

Limitation of Audit Committee's Role

While the Audit Committee has the responsibilites powers set forth in this Charter, it is notdiéy of
the Audit Committee to plan or conduct audits odébermine that the Company's financial statememts



disclosures are complete and accurate and areandance with generally accepted accounting priesip
and applicable rules and regulations. These areeiponsibilities of management and the indepenaigditor.
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eSPEED, INC.
Annual Meeting of Stockholders — October 20, 2004

The undersigned hereby appoints Howard W. Lutnitk &tephen M. Merkel, and each of them, proxies,
with full power of substitution, to appear on bdladlthe undersigned and to vote all shares of Chasommon
stock (par value $.01) and Class B common stocky@iae $.01) of eSpeed, Inc. (the "Company") that
undersigned is entitled to vote at the Annual Megtf Stockholders of the Company to be held agRiRoyal
Hotel, 151 West 54th Street, New York, New York 190on October 20, 2004, commencing at 10:00 AM4(
time), and at any adjournment thereof.

WHEN PROPERLY EXECUTED, THIS PROXY WILL BE VOTED AS DIRECTED, BUT IF NO
INSTRUCTIONS ARE SPECIFIED, THIS PROXY WILL BE VOTE D FOR THE ELECTION OF THE
LISTED NOMINEES AS DIRECTORS.

THIS PROXY IS SOLICITED BY THE BOARD OF DIRECTORS
Please mark boE in blue or black ink.

1. Election of Directors: FOR all nominees listed beld

Nominees: HOWARD W. LUTNICK, LEE M. AMAITIS, KEVIN FOLEY, JOHN H. DALTON,
WILLIAM J. MORAN, HENRY MORRIS AND ALBERT M. WEIS.

WITHHOLD AUTHORITY to vote[]
for the nominees listed belc

(Instructions: To withhold authority to vote foryaane or more nominees, mark the "WITHHOLD
AUTHORITY" box and write the name of the nomineenominees in the space provided below.)

(Continued and to be signed on reverse side)

In their discretion, the proxies are authorized@dte upon such other business as may properly taioee
the Annual Meeting and any adjournment thereof.

Please sign exactly as your name appears on the
left. When signing as an attorney, executor,
administrator, trustee or guardian, please give you
full title. If shares are held jointly, each holder
should sign

PLEASE CHECK HERE IF YOU PLAN TO
ATTEND THE ANNUAL MEETING O

Dated:

, 2004

Signature

Please sign, date and return the proxy card using
the enclosed envelop




