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PART I. - FINANCIAL INFORMATION
ITEM 1. Financial Statements
eSpeed, Inc. and Subsidiaries

CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL COND ITION
(In thousands, except share data)

December 31,

June 30, 200¢ 2003
(Unaudited)

Assets

Cash & cash equivalen $ 34,118 $ 55,31¢

Reverse repurchase agreements with related p 205,48: 173,18:

Total cash and cash equivale 239,59¢ 228,50(

Fixed assets, ni 44,01z 34,467

Investment: 12,35¢ 11,44¢

Intangible assets, n 18,82 18,927

Receivable from related parti 1,12¢ 1,51¢

Other asset 2,687 2,707

Total asset $ 318,59¢ $ 297,56¢

Liabilities and Stockholders' Equity

Liabilities:

Payable to related parti $ 3,557 $ 6,322

Accounts payable and accrued liabilit 20,28: 19,56(

Total liabilities 23,83¢ 25,88

Commitments and contingencies (Note

Stockholders' Equity
Preferred stock, par value $0.01 per share; 500000shares authorized, 600 and

8,000,600 shares issued and outstanding at Jurg988,and December 31,

2003, respectivel — 80
Class A common stock, par value $.01 per share0PO00 shares authorized;

32,471,603 and 30,953,867 shares issued at Jur2®88,and December 31,

2003, respectivel 324 31C
Class B common stock, par value $.01 per sharg0D0@00 shares authorize

23,889,270 and 25,139,270 shares issued and oditsgeatt June 30, 2004 and

December 31, 2003, respectivi 23¢ 251
Additional paic-in capital 290,42( 287,59:
Unamortized expense of business partner an-employee securitie (606) (1,192)
Treasury stock, at cost: 186,399 shares of Classmmon stock at June 30, 2004

and December 31, 2003, respectiv (2,099 (2,099
Retained earnings (accumulated defi 6,47¢€ (13,269

Total stockholders' equit 294,75¢ 271,68!
Total liabilities and stockholders' equ $ 318,59¢ $ 297,56¢

See notes to the condensed consolidated financial statements.

eSpeed, Inc. and Subsidiaries
CONDENSED CONSOLIDATED STATEMENTS OF INCOME (Unaudi ted)
(in thousands, except per share data)

Three Months Ended June 30

2004 2003
Revenues
Transaction revenues with related par
Fully electronic transactior $ 29,15 $ 27,53¢
Voice-assisted brokerage transactit 5,19C 4,64¢
Screer-assisted open outcry transactit 15¢ 243
Total transaction revenues with related pai 34,50: 32,42¢
Software Solutions fees from related par 4,47¢ 3,881
Software Solutions and licensing fees from unrelgarties 3,107 2,20¢
Interest income 761 562
Total revenue 42,84% 39,07¢
Expenses
Compensation and employee bene 9,76¢ 9,23¢
Occupancy and equipme
Amortization of software development co 2,39¢ 1,832
Other occupancy and equipment cc 6,07% 5,73¢
Professional and consulting fe 86E 8632

Communications and client networ 1,59¢ 1,714



Marketing 37¢ 40¢€
Administrative fees to related parti 3,212 2,59C
Amortization of business partner and -employee securitie 14z 362
Other 3,56¢ 2,83(
Total expense 27,99¢ 25,571
Income before income tax provisi 14,84¢ 13,50z
Income tax provisiol 5,80¢ 5,40(
Net income $ 9,041 § 8,10z
Earnings per shar
Per share dati
Basic $ 0.1€ $ 0.1
Diluted $ 0.1€ $ 0.14
Basic weighted average shares of common stockamatistg 56,15! 55,05¢
Diluted weighted average shares of common stocétauding 57,95¢ 56,44:
See notes to condensed consolidated financial statements
2
eSpeed, Inc. and Subsidiaries
CONDENSED CONSOLIDATED STATEMENTS OF INCOME (Unaudi ted)
(in thousands, except per share data)
Six Months Ended June 30
2004 2003
Revenues
Transaction revenues with related par
Fully electronic transactior $ 59,68. $ 50,04¢
Voice-assisted brokerage transactit 11,21¢ 9,80¢
Screer-assisted open outcry transactic 38¢ 292
Total transaction revenues with related pai 71,28¢ 60,14¢
Software Solutions fees from related par 8,581 7,53C
Software Solutions and licensing fees from unrelgarties 6,10¢ 4,341
Interest incom« 1,50¢ 1,10¢%
Total revenue 87,48! 73,12:
Expenses
Compensation and employee bene 19,08: 18,08:¢
Occupancy and equipme
Amortization of software development co 4,651 3,51C
Other occupancy and equipment cc 12,30( 11,23¢
Professional and consulting fe 1,79¢ 1,97«
Communications and client networ 3,20¢ 3,30¢
Marketing 765 742
Administrative fees to related parti 6,16¢ 5,16¢
Amortization of business partner and -employee securitie 58€ 1,067
Other 6,51¢ 5,14¢
Total expense 55,07¢ 50,24(
Income before income tax provisi 32,407 22,88:
Income tax provisiol 12,67: 5,30¢
Net income $ 19,73¢ $ 17,57:
Earnings per shar
Per share dati
Basic $ 0.3t §$ 0.3z
Diluted $ 03¢ §$ 0.31
Basic weighted average shares of common stockamatistg 56,11« 55,07¢
Diluted weighted average shares of common stocétauding 58,16 56,81¢
See notes to condensed consolidated financial statements
3
eSpeed, Inc and Subsidiaries
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)
(In thousands)
Six months ended June 3C
2004 2003
Cash flows from operating activitie
Net income $ 19,73t $ 17,577

Adjustments to reconcile net income to net caskigeal by operating

activities:



Depreciation and amortizatic 11,13 8,44(

Amortization of business partner and -employee securitie 58€ 1,067
Equity in net loss of unconsolidated investme 1C 39
Deferred income tax expen 60¢ 2,55:
Tax benefit from stock option and warrant exerc 93t 1,332
Issuance of securities under employee benefit | 6C 13C
Changes in operating assets and liabilil
Receivable from related parti 39z 4,45(
Other asset (1,479 1,721
Payable to related parti (2,76¢€) (15,709
Accounts payable and accrued liabilit 11€ 1,598
Net cash provided by operating activit 29,33: 19,75¢
Cash flows from investing activitie
Purchase of fixed asse (9,330 (1,902)
Sale of fixed asse — 2,752
Capitalization of software development cc (8,447) (6,417
Capitalization of patent defense and registratiosts (2,800) (2,659
Purchase of additional investment in TradeSj (360) —
Net cash used in investing activiti (20,937 (8,216
Cash flows from financing activitie
Repurchase of Class A common st — (1,872)
Proceeds from exercises of stock options and wer 1,752 97¢
Receivable from broker on stock option exerc 95C _
Net cash provided by (used in) financing activi 2,707 (893)
Net increase in cash and cash equival 11,09¢ 10,64¢
Cash and cash equivalents, beginning of ' 228,50( 187,99¢
Cash and cash equivalents, end of pe $ 239,59t $ 198,64¢

Supplemental cash informatic
Cash paid for income tax $ 11,18¢ $ 63
Cash paid for intere: — —

See notes to condensed consolidated financial statements.

eSpeed, Inc. and Subsidiaries
Notes to Condensed Consolidated Financial Statemenunaudited)

1. Organization and Basis of Presentation

eSpeed, Inc. ("eSpeed" or, together with its whollned subsidiaries, the "Company") primarily eregi the
business of operating interactive electronic malaees designed to enable market participantstetfinancial
and non-financial products more efficiently ancdower cost than traditional trading environmeesmit.

The Company is a subsidiary of Cantor FitzgeralcuB&es ("CFS"), which in turn is a 99.75% owned
subsidiary of Cantor Fitzgerald, L.P. ("CFLP" argéther with its subsidiaries, "Cantor"). eSpeedmenced
operations on March 10, 1999 as a division of Gf%heed is a Delaware corporation that was incotgoen
June 3, 1999. In December 1999, the Company coetplet initial public offering.

The Company's financial statements and accompamyites have been prepared in accordance with atiogun
principles generally accepted in the United StafeSmerica ("U.S. GAAP"). All significant interconamy
balances and transactions have been eliminateshsotidation. The financial statements reflecnalimal
recurring adjustments, which are, in the opiniomafnagement, necessary for a fair presentatiomeofetsults.
Certain reclassifications and format changes haea imade to prior year information to conform t® ¢arrent
year presentatior

Pursuant to the rules and regulations of the Seesiand Exchange Commission, certain informatioh a
footnote disclosures, which are normally requirader U.S. GAAP, have been condensed or omittesl. It
recommended that these condensed consolidateci@atatements be read in conjunction with thetedd
consolidated financial statements included in tbenfany's Annual Report on Form 10-K for the yeatesh
December 31, 2003. The condensed consolidatedrstatef financial condition at December 31, 2003 wa
derived from the audited financial statements. f@sailts of operations for any interim period aremecessarily
indicative of results for the full year.

2. Stock Based Compensation

Pursuant to guidelines contained in APB Opinion Bf."Accounting for Stock Issued to Employees (BAP
25"), and as permitted by Statement of FinancialcAmting Standards ("SFAS") No. 123, "Accounting fo
Stock Based Compensation” ("SFAS 123"), the Compeagrds no expense for stock options issued to
employees as all options granted had an exercise equal to the market value of the underlying oum stock
on the date of grant. The following table represene effect had the Company accounted for th@ogtin its
stock-based compensation plan based on the faieailawards at grant date in a manner consistiéntthe
methodology of SFAS 123:

Three Months Ended June 30,

2004 2003

(In thousands, except per share amounts

Net income, as reporte $ 9,041 $ 8,10z



Deduct: Total stock-based employee compensatioaresep
determined under fair value based method for a#lrde/granted, net
of $1,595 and $1,554 of taxes for the three moetttied June 30,

2004 and 2003, respective (2,48¢) (2,33)
Net income, pr-forma $ 6,551 $ 5,771
Basic weighted average shares of common stockamatistg 56,15: 55,05¢
Diluted weighted average shares of common stocktauding 57,95¢ 56,447

Earnings per shar

Basic- as reporter $ 0.1€ $ 0.1¢
Basic- pro forma $ 01z $ 0.1C
Diluted - as reporte! $ 0.1€ $ 0.14
Diluted - pro forma $ 011 $ 0.1C
Six Months Ended June 30,
2004 2003
(In thousands, except per share amountt
Net income, as reporte $ 19,73¢ $ 17,577

Deduct: Total stock-based employee compensatioaresep
determined under fair value based method for a#lrde/granted, net
of $2,784 and $1,848 of taxes for the six montteedniune 30, 2004

and 2003, respectivel (4,336 (6,126)
Net income, pr-forma $ 15,400 $ 11,45
Basic weighted average shares of common stockamatistg 56,11« 55,07¢
Diluted weighted average shares of common stoctauding 58,16 56,81¢

Earnings per shar

Basic- as reporter $ 03 $ 0.3z
Basic- pro forma $ 027 $ 0.21
Diluted - as reporte: $ 034 $ 0.31
Diluted - pro forma $ 0.2¢ $ 0.2C

Effective April 1, 2003, the Company establishgut@vision for recording income taxes at the stajufederal
and state rates adjusted for differences relatéidet@ompany's activities (see Note 5, Income Tjaasor to
this date, income taxes were minimal due to theefieof net operating loss carryforwards. The Compa
applied the effective tax rates applicable for eaetiod in computing the above pro-forma informatior the
respective periods.

3. Fixed Assets
Fixed assets consisted of the following:

June 30, 2004 December 31, 2003
(In thousands)

Computer and communication equipm $ 29,96¢ $ 21,99:
Software, including software development cc 50,17« 41,91«
Leasehold improvements and other fixed as 4,61¢ 3,071

84,75¢ 66,977
Less: Accumulated depreciation & amortizat (40,746 (32,510
Fixed assets, ni $ 44,01 $ 34,467

In accordance with the provisions of Statementasifiton 98-1, "Accounting for the Costs of Computer
Software Developed or Obtained for Internal Uskg' Company capitalizes qualifying computer softwarsts
incurred during the application development stéyeing the six months ended June 30, 2004 and 2003,
software development costs totaling $8.4 milliod &6.4 million were capitalized, respectively. foe six
months ended June 30, 2004 and 2003, the Compammgslidated statements of income included $4.Hamil
and $3.5 million, respectively, in relation to tamortization of software development costs.

4. Intangible Assets

Intangible assets consisted of the following:

As of June 30, 2004 and December 31, 2003, intéagisets included the Lawrence patent, the Wagatent
and the Automated Auction Protocol Processor Pasesnivell as capitalized costs incurred to estapfisrfect
and protect the Company's rights under the patemeddition, the Company incurred costs in conioactvith
various patent applications.

June 30, 2004 December 31, 200:
(In thousands)

Patents, including capitalized legal cc $ 30,85. $ 28,05:
Less: accumulated amortizati (12,030 (9,129
Intangible assets, ne $ 18,82: $ 18,921




The cost of acquired patents and the related @ustsred to establish, perfect and protect the Camgjs rights
under the patents are amortized over a periodonexdeed 17 years or the remaining life of themgate
whichever is shorter, using the straidine method. Capitalized costs related to thedilai patents are genera
amortized on a straight-line basis over a pericddmexceed three years. During the six months @éddee 30,
2004 and 2003, the Company recorded amortizatiperese of $2.9 million and $2.5 million, respectyyédor
these intangible assets. The estimated aggregaigization expense for each of the next five figezdrs is as
follows: $6.0 million in 2005, $5.6 million in 20061.1 million in 2007, $0.4 million in 2008 and.&0million in
2009.

5. Income Taxes

The provision for income taxes consisted of théofeing:

Six months ended June 3¢
2004 2003
(In thousands)

Current:
Federa $ 9,92: $ 2,181
State and Loce 2,14( 565
12,06: 2,752
Deferred 60¢ 2,55
Provision for income taxe $ 12,67: $ 5,30¢

As of March 31, 2003, the Company had net operdtisg carryforwards ("NOLs") for income tax purpesé
$7.1 million. Effective April 1, 2003, the Compastarted recording income taxes at an effectiveas of
approximately 39.1% and utilized the $2.8 milliax benefit of such NOLs.

At June 30, 2004, the valuation allowance agahmstdeferred tax assets of $11.7 million primaréiated to
non-deductible warrant expense where it appears fit@ly than not that such item will not be reetizin the
future.

Additionally, tax benefits associated with emplogéeck option and warrant exercises served to ethres
currently payable by $5.8 million as of June 30020A corresponding amount was credited to addifipaidin
capital.

6. Business Partner and Non-Employee Securities

The amortization expense for the issuance of basipartner and non-employee securities was assilo

Six months ended June 3C
2004 2003
(In thousands)

Freedom warrant $ 29¢ $ 59¢€
UBS warrants 23t 597
Non-employee stock optior 52 50
Deutsche Bank warran - (17¢)

$ 58€ $ 1,067

There were no new business partner transactiorsuedduring the three months ended June 30, 2004.

In connection with an agreement between eSpeegjrcé&antor entities and certain UBS entities, @oenpany
previously issued to UBS Americas Inc. (succesganbrger to UBS USA Inc.) ("UBS") a warrant to phase
300,000 shares of its Class A common stock (thertslvia Shares"). The warrant has a term of 10 yieans
August 21, 2002 and has an exercise price equ#8.%b, the market value of the underlying Clasommon
stock on the date of issuance. The warrant is ftdlsted and nonforfeitable, and is exercisable yazs and six
months after issuance, subject to acceleration tip@satisfaction by UBS of certain commitment dtads. Or
August 21, 2002, the Company recorded additionial ppecapital and unamortized expense of businasser
securities of $2.2 million, representing the fafue of the Warrant Shares.

Effective October 1, 2003, the UBS agreement wasraied to revise the list of products for which UBS
provides prices and improve the spreads, providedmmission incentives and extend the term oftireemer
until July 31, 2005. In connection with the amendtmée Company agreed to

accelerate the exercisability of 125,000 Warrargr&§, of which 75,000 and 50,000 shares were esesfdiy
UBS on October 23, 2003 and March 26, 2004, resdyt In addition, pursuant to the amended agregnike
Company may accelerate the exercisability of 25\@0rant Shares of its Class A common stock aetiteof
each of the seven quarters in the period from Ndvezrit, 2003 though July 31, 2005, upon the satisfaby
UBS of certain commitment conditions. The Compaay imformed UBS that it has not met the commitment
conditions for the contractual quarter ended ARGi] 2004, and that, accordingly, the exercisabdft5,000
Warrants Shares will not be accelerated. On JuB0@4, the unamortized expense of such businessepar
securities was approximately $0.5 million, whick thompany will amortize on a straight-line basisluuly
31, 2005.

In connection with an agreement with Deutsche Bak ("Deutsche Bank"), the Company previously sold
Series C Redeemable Convertible Preferred Stoaki¢SC Preferred”) to Deutsche Bank. On July 8bthach
year of the fiv-year agreement in which Deutsche Bank fulfilldigsiidity and market making obligations for
specified products, one-fifth of such Series C &wrefd would have automatically converted into watsdo
purchase shares of the Company's Class A commok. sto



Deutsche Bank was deemed to have fulfilled itsgattions under the agreement for the twelve monthed
July 30, 2002 and, accordingly, a warrant to pusehE60,000 shares of the Company's Class A comtnok s
was issued by the Company. The Company informedddbea Bank that it was not in compliance with the
agreement for the twelve months ended July 30, 20@3that a warrant would not be issued for suciogeAs
aresult, the Company reversed the amortizatioeresg recorded since August 2002 for such warrant.

Based on certain communications and the failufl@eftsche Bank to comply with the agreement sincecMa
28, 2003, the Company further notified Deutschel®hat it believes it has terminated its right éoeive
warrants under the agreement for the remaining aoment periods. The 150 shares of Series C Prefavith
respect to the twelve-month period ended July B032are redeemable by the Company for 1,500 sloéres
Class A common stock.

7. Investment in TradeSpark

On September 22, 2000, the Company made a cas$tineet in TradeSpark, L.P. ("TradeSpark") of $2.0
million in exchange for a 5% interest in TradeSpard Cantor made a cash investment of $4.3 miition
TradeSpark and agreed to contribute to TradeSpatkin assets relating to its voice brokerage lassiin
certain energy products in exchange for a 28.34#gést in TradeSpark. The Company and Cantor alsoutec
an amendment to the Joint Services Agreement ierdodenable each of us to engage in this business
transaction. The remaining 66.66% interest in T8k was purchased by energy industry marketgizatits
("EIPs"). In connection with such investment, thenthany entered into a perpetual technology services
agreement with TradeSpark pursuant to which the gzow provides the technology infrastructure for the
transactional and technology related elementseofttadeSpark marketplace as well as certain otheices to
TradeSpark in exchange for specified percentag&sns$action revenues from the marketplace. laas@action
is fully electronic, the Company receives 65% @& #ygregate transaction revenues and TradeSpaikesc
35% of the transaction revenues. In general, il@&park provides voice-assisted brokerage serwiites
respect to a transaction, then the Company rec8&#sof the revenues and TradeSpark receives 65%eof
revenues. Cantor also entered into an adminiseragvvices agreement with TradeSpark pursuant ichvith
provides administrative services to TradeSparloat.cThe Company and Cantor each received repatient
rights on the management committee of TradeSpapkdportion to their ownership interests in Trada®p

In order to provide incentives to the EIPs to tradehe TradeSpark electronic marketplace, whichldbave
resulted in commissions to the Company under tlael@8park technology services agreement, in 2000 the
Company issued 5,500,000 shares of its Series f&ipeel stock and 2,500,000 shares of its SerieeeReped
stock to a limited liability company, EIP Holdindd,.C ("EIP Holdings"), newly-formed by the EIPs hold
their investments in TradeSpark and the Seriesdh an

B preferred stock. Beginning in mid-2002, sevefahe TradeSpark EIP investors changed their fdiam
energy merchant trading to asset management aaditdnal utility model, requiring an adjustmeatthe
TradeSpark business model and a reduced focusedfréilleSpark investment by such energy partners.

In the first quarter of 2004, Cantor and eSpeedhmsed 100% of EIP Holdings, the holding compamsnéxl
by the EIPs that owned 66.66% of TradeSpark. Thehase price of $2.4 million was paid through EIP
Holdings Acquisition, LLC (“EIP Holdings Acquisiti), a Delaware limited liability company owned the
Company and Cantor. In connection with this pureh#se Company contributed to EIP Holdings Acqigsit
4.75% interest in TradeSpark and Cantor contribitgeelxisting 28.34 % interest in TradeSpark alwiitty their
respective interests in TradeSpark's general paifine Company retained a .25% interest in TradeSihe
Company also contributed $360,000, or 15%, of thd #illion of the cash consideration. The Compsees
as the Managing Member of EIP Holdings Acquisitéomd will receive 15%, and Cantor will receive 858fall
profits and losses and liquidation value of EIPdilags Acquisition. In addition, the Company receia! right,
title and interest in and to all shares of the Canys Series A and Series B Preferred Stock owgaHeEIPs
directly or indirectly through their interest inFEHoldings. The 5,500,000 shares of Series A mredestock and
2,500,000 shares of Series B preferred stock wivite owned by EIP Holdings had been convertible {ijtan
aggregate of 80,000 shares of Class A Common Stbaky time or (ii) warrants to purchase up to 8,000
shares of eSpeed's Class A Common Stock at $2@r®hpre upon certain conditions, including the
achievement of minimum trading thresholds, thatenerlikely to be satisfied. These 8,000,000 shaf&eries
A and Series B Preferred Stock were distributeeiSpeed by EIP Holdings Acquisition in March 2004 an
retired by the Company's board of directors. Culye&IP Holdings Acquisition owns 99.75% of Traghesk
and eSpeed owns .25% of TradeSpark.

The Company's net loss from its investment in T&gdek, through both its direct investment in Trgue® and
its indirect interest through EIP Holdings Acquisit, totaled $14,482 for the six months months entisme 30,
2004. This amount included the Company's $110,482esof the gain recognized for the negative gobdwi
recorded on the acquisition of EIP Holdings by Biéldings Acquisition. The Company's share of thelosses
of TradeSpark was $85,197 for the same period @82The carrying value of the Company's investnient
TradeSpark, through both its direct investmentriadeSpark and its indirect interest through ElPdihas
Acquisition, totaled $750,261 and $404,743 at BMe2004 and December 31, 2003, respectively.

8. Related Party Transactions

Cash and cash equivalents at June 30, 2004 andribec&1, 2003 included $205.5 million and $173.Riom,
respectively, of reverse repurchase agreementshvetie transacted on an overnight basis with Cabloder

the terms of these agreements, the securitiegeallzing the reverse repurchase agreements &teihder a
custodial arrangement with a third party bank amedr®t permitted to be resold or repledged. Theviaiue of
such collateral at June 30, 2004 and December(3 ttaled $219.5 million and $175.0 million, resgvely.

Investments in TradeSpark, both direct and indjraet! the limited partnership (the "LP") that inesksin
Freedom International Brokerage ("Freedom") ar@awted for using the equity method (see Note 7edtmen
in TradeSpark). The carrying value of such relgady investments was $7.9 million and $7.5 millaanJune
30, 2004 and December 31, 2003, respectively. six months ended June 30, 2004, the Compars/'e sh
the net losses of the LP and Tradespark was appedaly $10,000 in the aggregate.

Under the Amended and Restated Joint Services Aggeebetween the Company and Cantor and jointcEsvi
agreements between the Company and TradeSparkidmedlunicipal Partners, LLC ("MPLLC") and
CO2.com, LLC ("CO2e"), the Company owns and opertte electronic trading system and is responéile
providing electronic brokerage services, and CanftadeSpark, Freedom, MPLLC or CO2e provides voice
assisted brokerage services, fulfillment servisesh as clearance and settlement, and relatec¢ceerguch as
credit risk management services, oversight of

10

client suitability and regulatory compliance, sgbesitioning of products and other services custgria
marketplace intermediary operations. In general tiansaction is fully electronic, the Companyeiees 65% o



the aggregate transaction revenues and TradeSp&reedom receives 35% of the transaction reverities.
TradeSpark or Freedom provides voice-assisted bagkeservices with respect to a transaction, thapgamy
receives 35% of the revenues and TradeSpark odéneeeceives 65% of the revenues. The Company and
MPLLC each receive 50% of the fully electronic reues related to municipal bonds. The Company'seageet
with CO2e provides that it receives 50% of COZ2ally electronic revenues and 15% of CO2e's voicsséesd
and open outcry revenues until December 2003, 8#%l & voice-assisted and open outcry revenuesdftere
In addition, the Company receives 25% of the netmees from Cantor's gaming businesses.

Under those services agreements, the Company hesdap provide Cantor, TradeSpark, Freedom, MPah€
CO2e technology support services, including systedmsinistration, internal network support, suportl
procurement for desktops of end-user equipmentatipes and disaster recovery services, voice ata d
communications, support and development of sysfemslearance and settlement services, systemsstiop
brokers, electronic applications systems and nétwopport, and provision and/or implementation>§gng
electronic applications systems, including improeets and upgrades thereto, and use of the relatltectual
property rights. In general, the Company charges@aTradeSpark, Freedom and MPLLC the actuatt&med
indirect costs, including overhead, of providinglsservices and receives payment on a monthly bEsése
services are provided to CO2e at no additional eter than the revenue sharing arrangement sbtdbove. |
exchange for a 25% share of the net revenues framoCs gaming businesses, the Company is obligated
spend and does not get reimbursed for the firsO §I® each quarter of the costs of providing supgaed
development services for such gaming businesseh. M&pect to the eSpeed equity order routing lessin
conducted for Cantor, the Company and Cantor eax#ive 50% of the revenues, after deduction ofipdc
marketing, sales and other costs and fees. Iniaddény eSpeed equity order routing businessishat
conducted for Cantor will be treated generally &slls electronic transaction, and the Company vélteive
65% of the revenues of any such business and Caiitoeceive 35% of such revenues.

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

Under an Administrative Services Agreement, Captovides various administrative services to the gany,
including accounting, tax, legal, human resourcesfacilities management. The Company is requioed t
reimburse Cantor for the cost of providing suclvieess. The costs represent the direct and indoests of
providing such services and are determined based thye time incurred by the individual performingk
services. Management believes that this allocatiethodology is reasonable. The Administrative Sewi
Agreement has a three-year term, which will renetematically for successive one-year terms unlasselled
upon six months' prior notice by either the Compangantor. The Company incurred administratives fiee
such services during the six months ended Jun2C&B4 and 2003 totaling $6.2 million and $5.2 miilio
respectively. The services provided under bothAtmended and Restated Joint Services Agreementhend t
Administrative Services Agreement are not the tesfulirm’s-length negotiations because Cantor otmthe
Company. As a result, the amounts charged for seswinder these agreements may be higher or |bvaer t
amounts that would be charged by third partiesef€@ompany did not obtain such services from Cantor

Amounts due to or from related parties pursuanihéctransactions described above are non-inteeastriy. As
of June 30, 2004 and December 31, 2003, receivéinlesTradeSpark, Freedom and MPLLC totaled
approximately $1.0 million and $1.4 million, respieely, and are included in receivable from relapedities in
the consolidated statements of financial condition.
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On September 11, 2001, the Company had propertgasghlty insurance coverage in the amount of $40.0
million. As a result of the September 11 Eventeedi assets with a book value of approximately $i7ilBon
were destroyed. The Company has recovered theses|tisrough $20.5 million of property insurancecpeds
and, as such, has not recorded a net loss retatae testruction of its fixed assets.

During the year ended December 31, 2003, Canteived an additional $21.0 million of insurance peds in
settlement for property damage related to the $epte 11 Events. The Company will be entitled taaf$19.5
million of these proceeds as replacement assetsuacdased in the future, depending on the ultimate
replacement value of the assets destroyed. A gainba recorded based on the amount allocated to the
Company. However, the Company cannot currentlyregé the amount or timing of any such gain, and
accordingly, no gains on replacement of fixed askave been recorded during the period.

As of June 30, 2004, the Company estimates tihadtreplaced assets with an aggregate value obsippately
$13.0 million. The Company expects to incur siguifit costs in relation to the replacement of fiassets lost
on September 11, 2001 when it builds its permaiméretistructure and moves into its new headquarters.

9. Earnings Per Share

The following is a reconciliation of the basic adiitited earnings per share computations:

Three Months Ended June 30,

2004 2003
(In thousands, except per shar
amounts)
Net income for basic and diluted earnings per s $ 9,041 $ 8,102
Shares of common stock and common stock equive
Weighted average shares used in basic computi 56,15: 55,05¢
Dilutive effect of:
Stock options 1,731 1,31¢
Business partner securiti 74 72
Weighted average shares used in diluted comput 57,95¢ 56,447
Earnings per shar
Basic $ 0.1€ $ 0.1f
Diluted $ 0.1€ $ 0.14

Six Months Ended June 30

2004 2003
(In thousands, except per share
amounts)




Net income for basic and diluted earnings per s $ 19,73¢ $ 17,577
Shares of common stock and common stock equive

Weighted average shares used in basic computi 56,11« 55,07¢
Dilutive effect of:

Stock options 1,96: 1,65¢

Business partner securiti 84 88

Weighted average shares used in diluted comput 58,16! 56,81¢
Earnings per shar

Basic $ 0.3t $ 0.3z

Diluted $ 034 $ 0.31
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Effective April 1, 2003, the Company began recogdimcome taxes (see Note 5, Income Taxes). Duhiag t
three months ended March 31, 2003, income taxes mérimal due to the benefit of net operating loss
carryforwards. As a result, in applying the tregsstock method for the three and six month perentsed June
30, 2004 and 2003, the assumed proceeds of staickagxercises were computed as the sum of (iptheunt
the employees paid on exercise and (ii) the amofii@tx benefits associated with employee stockomysti
exercised that were credited to additional paidaipital. Prior to April 1, 2003, the Company ex@ddsuch tax
benefits in assumed proceeds of stock option esescthereby increasing the dilutive effect of siéies
accordingly.

At June 30, 2004 and 2003, approximately 9.6 nmlémd 10.7 million securities, respectively, weoe includec
in the computation of diluted earnings per shahee their effect would have been anti-dilutive.

10. Regulatory Capital Requirements

Through its subsidiary, eSpeed Government Secsyritie., the Company is subject to SEC broker-deale
regulation under Section 15C of the Securities Brge Act of 1934, which requires the maintenance of
minimum liquid capital, as defined. At June 30, 208Speed Government Securities, Inc.'s liquidtabpf
$110,181,249 was in excess of minimum requiremiey$110,156,249.

Additionally, the Company's subsidiary, eSpeed 8ges, Inc., is subject to SEC broker-dealer ragioh under
Rule 17a-3 of the Securities Exchange Act of 19@4ich requires the maintenance of minimum net ehpitd
requires that the ratio of aggregate indebtedressttcapital, both as defined, shall not exceetb15 At June
30, 2004, eSpeed Securities, Inc. had net cafit94,624,134, which was $94,619,134 in excesssakquired
net capital, and eSpeed Securities, Inc.'s netalaptio was negligible as aggregate indebtedtatated only
$777.

The regulatory requirements referred to above reafrict the Company's ability to withdraw capitarh its
regulated subsidiaries.

11. Commitments and Contingencies

On July 26, 2004, Cantor Fitzgerald and the Compampounced that we will establish our new global
headquarters at 110 E %%treet in New York's midtown Manhattan. Under thiamnistrative Services
Agreement, eSpeed is obligated to Cantor for itsrpta portion (based on square footage usedntdire
payments during the 15 year term of the leasen®®new headquarters. An evaluation of the effethisfnew
lease on the Company's schedule of significantraontal obligations, as disclosed in the FornKlf@r the yea
ended December 31, 2003, is currently being comduct

Other than the above, there have been no signifetanges in commitments and contingencies fronmthters
described in the notes to the Company's consotidatancial statements for the year ended Dece®be2003.

12. Segment and Geographic Data

Segment information:  The Company currently operates its businessménsegment, that of operating
interactive electronic marketplaces for the tradifiginancial and norinancial products, licensing software, ¢
providing technology support services to Cantor ateéér related and unrelated parties.

Product information: ~ The Company currently markets its servicesughothe following products: core
products, including an integrated network engagesléctronic trading in government securities irtiple
marketplaces over the eSpésystem; new product rollouts, including introduotiaf products in non-equity
capital markets; products enhancement software;iwémables clients to engage in enhanced electh@uing
of core products and future product rollouts; aBgeed Software SolutionsSM, which allows custorterse
the Company's intellectual property and tradingeetige to build electronic marketplaces and exckang
develop customized trading interfaces and enalletirae auctions and debt issuance. Revenues fore ¢
products comprise the majority of the Company'enexes.
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Geographic information:  The Company operates in the Americas (primanilthe United States), Europe
and Asia. Revenue attribution for purposes of piegageographic data is principally based upon the
marketplace where the financial product is tragduch, as a result of regulatory jurisdiction caasits in most
circumstances, is also representative of the looaif the client generating the transaction resglin
commissionable revenue. The information that folpim management's judgment, provides a reasonable
representation of the activities of each regionfeand for the periods indicated.

Three months ended June¢
30th,

(In thousands) 2004 2003
Transaction revenue

Europe $ 7,260 $ 685
Asia 49C 594
Total Nor-Americas 7,758 7,448
Americas 26,74¢ 24,97¢

Total $ 3450 $ 3242¢



Six months ended June 30tt

(In thousands) 2004 2003
Transaction revenue
Europe $ 16,07: $ 13,89
Asia 1,027 1,20z
Total Nor-Americas 17,09¢ 15,09:
Americas 54,18¢ 45,05¢
Total $ 71,28¢ $ 60,14¢
June 30,
(In thousands) 2004 2003
Average lon-lived assets
Europe $ 1493t $ 3,05:
Asia 402 31¢
Total Nor-Americas 15,34( 3,371
Americas 27,48t 21,92¢
Total $ 42,82' $§ 25,29¢
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ITEM 2. Management's Discussion and Analysis dfinancial Condition and Results of Operations

The information in this report contains forward-itg statements within the meaning of Section 27te
Securities Act of 1933, as amended, and Sectiona21fie Securities Exchange Act of 1934, as amenSedh
statements are based upon current expectationstudte risks and uncertainties. Any statementsained
herein that are not statements of historical faay ine deemed to be forward-looking statementsekample,
words such as "may," "will," "should," "estimategtedicts," "potential," "continue," "strategy Believes,"
"anticipates,” "plans," "expects," "intends" anch#ar expressions are intended to identify forwhooking
statements. Our actual results and the timing dareevents may differ significantly from the résuiscussed
in the forward-looking statements. Factors thathhiuse or contribute to such a discrepancy irglbdt are
not limited to, the effect of the September 11 Esam our operations, including in particular thed of
hundreds of eSpeed, Cantor and TradeSpark employaemited operating history, the possibility foture
losses and negative cash flow from operationsefteet of market conditions, including volume araatility,
and the current global recession on our businessalulity to enter into marketing and strategikaaices, to hire
new personnel, to expand the use of our electsysitem, to induce clients to use our marketplandssarvices
and to effectively manage any growth we achievd,ather factors that are discussed under "Riskofsitin
our Annual Report on Form 1K-or the year ended December 31, 2003. The foliawdiscussion is qualified
its entirety by, and should be read in conjunctigth, the more detailed information set forth irr dmancial
statements and the notes thereto appearing elsewhghis report.

Overview

We were incorporated on June 3, 1999 as a Delasgap®ration. Prior to our initial public offeringie were a
wholly-owned subsidiary of, and we conducted oweragions as a division of, Cantor Fitzgerald Seims;
which in turn is a 99.75%-owned subsidiary of Carfitzgerald, L.P. We commenced operations as igidiv
of Cantor on March 10, 1999, the date the firdyfalectronic transaction using our eSp&esystem was
executed. Cantor has been developing systems togpeciully electronic marketplaces since the eafi90s.
Since January 1996, Cantor has used our e<® system internally to conduct electronic tradi

Concurrent with our initial public offering in Demdber 1999, Cantor contributed to us, and we acddiEm
Cantor, certain of our assets. These assets phyncanisisted of proprietary software, network disttion
systems, technologies and other related contradtyfs that comprise our eSpe® system

As of June 30, 2004, we had retained earnings & &llion. This amount primarily resulted from ristome
generated during the six months ended June 30, 20@4the years ended December 31, 2003 and 200@sta
entirely offset by expenditures on our technologyg @afrastructure incurred in building our reverhsse and
from non-cash charges incurred in connection withissuance of business partner securities.

We expect that we will continue to generate nevine. However, in light of the rapidly changing matof our
business and the impact of the September 11 Eveatbglieve that period-to-period comparisons af ou
previously reported operating results will not reszeily be meaningful and should not be relied upoan
indication of future performance.

We operate interactive electronic marketplacesliardse customized reéime software solutions to our clien
In general, we receive transaction fees basedpmEraentage of the face value of products tradesligir our
system. Products may be traded on a fully eleatrbasis, electronically through a voice brokeryiaropen
outcry with prices displayed on data screens. Weive different fees for these different systentiaations.
Additionally, we receive revenues from licensindtware and providing technology support.

We have pursued an aggressive strategy to conertdile of Cantor's financial marketplace produotsur
eSpeed system and, with the assistance of Cantor, to coatio create new markets and convert new clients t
our eSpee® system. The process of converting these marketplactudes
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modifying existing trading systems to allow forrsactions to be entered directly from a client fimea signing
an agreement with the client, installing the handwend software at the client location and estaiigs
communication lines between us and the client. Otien Cantor, no client of ours accounted for nthen 10%
of our transaction revenues from our date of inoepthrough June 30, 2004. As a result of the Seper 11
Events and the resulting loss of voice brokers t@&nU.S. operations were reduced, including thding by it
of certain U.S. financial products. Cantor alsalsbe assets of its municipal bond business irfiteequarter of
2002 after that business ceased operations onrSeetel 1, 2001, but acquired a special interest LM, the
entity that acquired the assets. In addition, O&tsiness product development activity contirtodse
reduced due to the September 11 Events. If Caetermines not to re-enter its affected businessets
additional businesses or does not continue to dpwstw products or enter into new businesses, Wéikeiy
be adversely affected.



Critical Accounting Policies

For a discussion of the Company's critical accaugngiolicies, see "Critical Accounting Policies"anr Annual
Report on Form 10-K.

Results of Operations

For the Three Months Ended June 30, 2004 Compareaithe Three Months Ended June 30, 2003

Highlights

Diluted earnings per share for the three monthee@ddine 30, 2004 and 2003 were $0.16 and $0.14,
respectively. During the three months ended Jun@®M4, we recorded an income tax provision of $ail8on,
or approximately $0.10 per diluted share, corredpranto a 39.1% consolidated effective tax rate.the same
period a year earlier, we recorded an income texigion of $5.4 million, or approximately $0.10 méluted
share, corresponding to a 40.0% consolidated éftetax rate.

For the three months ended June 30, 2004, transaetvenues with related parties amounted to $dliBn,
an increase of 6% as compared to transaction regenith related parties of $32.4 million for theneaperiod a
year ago. Volumes transacted on our system pengatay increased approximately 8%. For the threatirs
ended June 30, 2004, 84% of our transaction reweweee generated from fully electronic transactions

Revenues

Three Months Ended

June 30,
2004 2003

(In thousands
Transaction revenues with related par

Fully electronic transactior $ 29,15« $ 27,53¢

Voice-assisted brokerage transacti 5,19C 4,64

Screer-assisted open outcry transactit 15¢ 24z

Total transaction revenues with related pai 34,50: 32,42¢

Software Solutions fees from related par 4,47¢ 3,881
Software Solutions and licensing fees from unrelgarties 3,107 2,20¢
Interest income 761 562

Total revenue $ 42,84¢

Transaction revenues with related parties

For the three months ended June 30, 2004, we egarezhction revenues with related parties of $84ilBon,
an increase of 6% as compared to transaction regenith related parties of $32.4 million for theeh month
period ended June 30, 2003. There were 62 ancaig days in the
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three-month periods ended June 30, 2004 and 288@ectively. Transaction revenues per trading deneased
by $42 thousand, or 8%, from $515 thousand fottihee months ended June 30, 2003 to $556 thousatidef
three months ended June 30, 2004. Volumes trambanteur system increased by $618 billion (appratety
$0.6 trillion), or 6%, from $10,443 billion (apprioxately $10.4 trillion) for the three months endeahe 30,
2003 to $11,061 billion (approximately $11.1 tati for the three months ended June 30, 2004.ifibisase
resulted primarily from favorable market conditianghe United States and in Europe, where market
fluctuations drove increases in our product volumred transactions counts, as well as continuedtaxopf our
new software enhancements. For the three monthedehche 30, 2004, 84% of our transaction revenees w
generated from fully electronic transactions as pared to 85% for the same period in 2003.

Our revenues are highly dependent on transactiarmein the global financial product markets. Aatingly,
among other things, equity market volatility, econo and political conditions in the United Staté#\merica
and elsewhere in the world, concerns over inflatiostitutional and consumer confidence levels atailability
of cash for investment by mutual funds and otheoledale and retail investors, fluctuating intesesti exchanc
rates and legislative and regulatory changes améry values may have an impact on our volume of
transactions. In addition, a significant amounoof revenues is currently received in connectioth wur
relationship with Cantor. Consequently, our reven@ve been negatively affected by the effect ef th
September 11 Events on Cantor and may continue tebatively affected in the future if Cantor'sibess
continues to suffer due to the September 11 Evanasherwise.

Software Solutions fees fromrelated parties

Software Solutions fees from related parties ferttiree months ended June 30, 2004 were $4.5 millibis
compares with Software Solutions fees from rela@dies for the three months ended June 30, 2083.6f
million, an increase of 15%. This increase resuftecth an increase in demand for our support sesvicem
Cantor.

Software Solutions and licensing fees from unrelated parties

Software Solutions and licensing fees from unrelatarties for the three months ended June 30, 2@0d $3.1
million as compared to Software Solutions and l&ieg fees from unrelated parties of $2.2 milliontlee same
period a year ago, a 41% increase, due primariligémsing fees earned as part of the Wagner Pagégtiément
agreement with NYMEX. We anticipate that as werl&e our software and patents to additional market
participants, our revenues from Software Solutiamg licensing fees from unrelated parties will amn to
grow.

Interest income

For the three months ended June 30, 2004, the éflenedighted average interest rate on overnightseve
repurchase agreements and US Government Secunibiesy market funds was 1.12% as compared to a 1.04%
weighted average interest rate on overnight reveserchase agreements for the three months ended3D,
2003. As a result of the increase in the averatgnbas and interest rates between periods, we @fedeinterest
income of $761 thousand for the three months edded 30, 2004 as compared to $563 thousand fahtee
months ended June 30, 2003, an increase of 35%.

17




Expenses

Three Months Ended June 30

2004 2003
(In thousands
Compensation and employee bene $ 9,76¢ $ 9,23¢
Occupancy and equipmel
Amortization of software development co 2,39¢ 1,832
Other occupancy and equipment c¢ 6,07 5,73¢
Professional and consulting fe 86E 863
Communications and client networ 1,59t 1,714
Marketing 37¢ 40¢€
Administrative fees to related parti 3,212 2,59(C
Amortization of business partner and -employee securitie 14z 362
Other 3,56¢ 2,83(
Total expens: $ 27,99¢ $ 25,571

Compensation and employee benefits

At June 30, 2004, we had 357 employees, which wasaease from the 332 employees we had at June 30
2003. For the three months ended June 30, 2004 0mopensation costs were $9.8 million as compared t
compensation costs of $9.2 million for the sameéogea year earlier. This $0.6 million increase7e, in
compensation costs resulted mainly from additidvegldcount. Compensation and employee benefits, as a
percentage of revenue, were 23% and 24% for thmsixths ended June 30, 2004 and 2003, respectiléily.a
significant portion of employee compensation baiiggretionary and performance-based, compensation ¢
vary from quarter to quarter.

Substantially all of our employees are full-timepayees located predominately in the New York mgatitan
area and London. Compensation costs include ssldnauses, payroll taxes and costs of employeriged
benefits for our employees. We expect that oureutompensation costs will increase dependingaity ppon
variety of factors, including our incremental reuergrowth.

Amortization of software devel opment costs

Amortization and software development costs werd $#llion for the three months ended June 30, 2604
increase of $0.6 million, or 33%, as compared towization and software development costs of $lilBam for
the three months ended June 30, 2003. The incresseelated to increased investment in softwareldgment
activities.

In accordance with the provisions of Statementasifion 98-1, "Accounting for the Costs of Computer
Software Developed or Obtained for Internal Uskg' €Company capitalizes qualifying computer softwarsts
incurred during the application development stagel, amortizes them over their estimated usefubliftnree
years on a straig-line basis.

Other occupancy and equipment costs

Other occupancy and equipment costs were $6.1lomifér the three months ended June 30, 2004, arfillidn
increase, or 7%, as compared to other occupanceguigment costs of $5.7 million for the three nhesnénded
June 30, 2003. The increase was primarily causeépccupancy and build-out of our temporary coafo
headquarters in New York City.

Occupancy expenditures primarily consist of the eemt facilities costs of our offices in the Newrko
metropolitan area and our offices in London andybokVe moved into our temporary corporate headguain
New York City during the second quarter of 2002riBg the third quarter of 2004, the Company annedriba
it will establish its new global headquarters a E159™ Street in New York's midtown Manhattan, with the
relocation of employees to begin in the first geadf 2005. We believe that other occupancy andpeent
costs will increase in the future as we begin toupy our new global headquarters and as we replqei@ment
lost in the September 11 Events.
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However, we expect a portion of these capital edfiares to be covered by our insurance proceeds &or
property and casualty insurance coverage.

Professional and consulting fees

Professional and consulting fees were $0.9 mili@rthe three months ended June 30, 2004 and 2003,
respectively. Increases in legal and accounting feere offset by decreases in consulting fees.

Communications and client networks

Communications costs were $1.6 million for the ¢hneonths ended June 30, 2004, a $0.1 million deerea
6%, as compared to communication costs of $1.4anifor the three months ended June 30, 2003. €ugtols
resulted in reductions in communications rateswsatie charges, which were somewhat offset by additi
client networks charges as we processed increadames of transactions and continued to add nesntsi

Communication costs include the costs of local aiti area network infrastructure, the cost of dighing the
client network linking clients to us, data and plene lines, data and telephone usage, and othézdeosts.
We anticipate expenditures for communications digshtnetworks will increase in the near futurenss
continue to connect additional customers to ouvaek.

Marketing

Marketing expenses were $0.4 million for the thmeenths ended June 30, 2004 and 2003, respectively.
Increases in advertising expenses were offset bsedees in printing and website costs.

Administrative fees to related parties

Administrative fees to related parties amounte$i3@ million for the three months ended June 3042@ 23%
increase over the $2.6 million of such fees forttiree months ended June 30, 2003.

Administrative fees to related parties are dependpan both the costs incurred by Cantor and théqeoof
Cantor's administrative services that are utilizgdis. Administrative fees to related parties heze¢fore
partially correlated to our business growth.

Amortization of business partner and non-employee securities

We enter into strategic alliances with other indugarticipants in order to expand our businesstarghter into
new marketplaces. As part of these strategic aiianwe have issued warrants and convertible peefetock.
In addition, we have granted stock options to @eran-employees. These securities do not reqaise outlays
and do not represent a use of our assets. The sxpefated to these issuances is based on theofaloe



securities being issued and the structure of drestiction. Generally, this expense is amortized tneeterm of
the related agreement.

Charges in relation to the amortization of suctusées were approximately $0.1 million for thee¢krmonths
ended June 30, 2004 as compared to $0.4 milliothothree months ended June 30, 2003. This $0lidmi
decrease resulted primarily from the fact that gafia warrant agreement became fully amortizeédeaend of
the first quarter of 2004, and thus contributecanmrtization to the second quarter of 2004. Theraimeent of
another warrant agreement that had the effectteheling the term over which the related warrantigas
amortized further contributed to this decrease s€éliecreases were offset in part by a reversahoft&ation
taken in three months ended June 30, 2003 on warissued to a business partner who was deternioieih
have fulfilled its obligations under the relatedesgment. We believe period-to-period comparisoesat
meaningful, as these transactions do not recurreguar basis. Note 6 of our condensed consoliditancial
statements in this Report on Form 10-Q containhéurdetails regarding the amortization of busirgssner
and non-employee securities.

Other expenses

Other expenses consist primarily of amortizatiomedngible assets, which totaled $1.4 million hee three
months ended June 30, 2004, insurance costs are, paomotional and entertainment expenditures.tk®
three months ended June 30, 2004, other expensesb®® million, an increase
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of $0.8 million, or 29%, as compared to other exgesof $2.8 million for the three months ended Bhe&004
principally due to increases in travel and entartent costs and recruitment fees, as well as &dserin foreig
currency translation gains.

Income taxes

During the three months ended June 30, 2004, werded an income tax provision of $5.8 million
corresponding to a 39.1% consolidated effectiveréa. During the same period a year earlier, werted an
income tax provision $5.4 million correspondingatd0.0% consolidated effective tax rate. Our cadatéd
effective tax rate can vary from period to peri@bending on, among other factors, the geographidasiness
mix of our earnings.

Results of Operations

For the Six Months Ended June 30, 2004 Compared tbe Six Months Ended June 30, 2003
Highlights

Diluted earnings per share for the six months erddeé 30, 2004 and 2003 were $0.34 and $0.31,cisgy.
During the six months ended June 30, 2004, we decban income tax provision of $12.7 million, or
approximately $0.22 per diluted share, correspantbna 39.1% consolidated effective tax rate. Rerdsame
period a year earlier, we recorded an income texigion of $5.3 million, or approximately $0.09 méiuted
share, corresponding to a 23.1% consolidated éftetax rate. The consolidated effective tax ratettie six
months ended June 30, 2003 was lower due to théhiaicprior to the second quarter of 2003, oubine taxes
were minimal as the result of our NOLs.

For the six months ended June 30, 2004 transacti@nues with related parties amounted to $71.Bomjlan
increase of 19% as compared to transaction revenitieselated parties of $60.1 million for the sapeziod a
year ago. Volumes transacted on our system pengatay increased approximately 16%. For the sixtng
ended June 30, 2004, 84% of our transaction reweweee generated from fully electronic transactions

Revenues

Six Months Ended June 30

2004 2003
(In thousands
Transaction revenues with related par
Fully electronic transactior $ 59,68. $ 50,04¢
Voice-assisted brokerage transacti 11,21¢ 9,80¢
Screer-assisted open outcry transacti 38¢ 202
Total transaction revenues with related pai 71,28¢ 60,14¢
Software Solutions fees from related par 8,581 7,53(
Software Solutions and licensing fees from unrelgiarties 6,10¢ 4,341
Interest incomt 1,508 1,108

Total revenue $

Transaction revenues with related parties

For the six months ended June 30, 2004, we earaeskction revenues with related parties of $7iliBm an
increase of 19% as compared to transaction revenitieselated parties of $60.1 million for the shonth
period ended June 30, 2003. There were 124 tratiigg in the six-month periods ended June 30, 2664 a
2003. Transaction revenues per trading day inccebg&90 thousand, or 19%, from $485 thousandhfersix
months ended June 30, 2003 to $575 thousand faixhraonths ended June 30, 2004. Volumes transacted
our system increased by $3,177 billion (approxityate
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$3.2 trillion), or 16%, from $19,812 billion (apptmately $19.8 trillion) for the six months endaché& 30, 200:
to $22,989 billion (approximately $23.0 trilliondifthe six months ended June 30, 2004. This ineressulted
primarily from favorable market conditions in thaiteéd States and in Europe, where market fluctnatirove
increases in our product volumes and transactionsts, as well as continued adoption of our newnsoe
enhancements. For the six months ended June 38, 88% of our transaction revenues were generabed f
fully electronic transactions as compared to 83#iHe same period in 2003.

Our revenues are highly dependent on transactibrmein the global financial product markets. Aatingly,
among other things, equity market volatility, econio and political conditions in the United Staté#\merica
and elsewhere in the world, concerns over inflatinstitutional and consumer confidence levels,abailability
of cash for investment by mutual funds and otheoledale and retail investors, fluctuating intesest exchanc
rates and legislative and regulatory changes amemty values may have an impact on our volume of



transactions. In addition, a significant amounoof revenues is currently received in connectioth wur
relationship with Cantor. Consequently, our revenu@ve been negatively affected by the effect ef th
September 11 Events on Cantor and may continue tebatively affected in the future if Cantor'sibess
continues to suffer due to the September 11 Evanasherwise.

Software Solutions fees fromrelated parties

Software Solutions fees from related parties fergtx months ended June 30, 2004 were $8.6 millibis
compares with Software Solutions fees from relatdies for the six months ended June 30, 2003 & $
million, an increase of 15%. This increase resuftecth an increase in demand for our support sesvicem
Cantor.

Software Solutions and licensing fees from unrelated parties

Software Solutions and licensing fees from unrelgarties for the six months ended June 30, 2004 $@.1
million as compared to Software Solutions and l&ieg fees from unrelated parties of $4.3 milliontlee same
period a year ago, a 42% increase, due primariligémsing fees earned as part of the Wagner Pagégtiément
agreement with NYMEX. We anticipate that as werl&e our software and patents to additional market
participants, our revenues from Software Solutiamg licensing fees from unrelated parties will amn to
grow.

Interest income

For the six months ended June 30, 2004, the blewdéghted average interest rate on overnight revers
repurchase agreements, tax free municipal bond$&)&@overnment Securities money market funds wks%.
as compared to a 1.04% weighted average interesoneovernight reverse repurchase agreementidaix
months ended June 30, 2003. As a result of theaserin the average balances and interest ratesdret
periods, we generated interest income of $1.5anilfor the six months ended June 30, 2004 as cadper
$1.1 million for the six months ended June 30, 2@0Bincrease of 36%.
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Expenses
Six Months Ended
June 30,
2004 2003
(In thousands
Compensation and employee bene $ 19,08: $ 18,08:
Occupancy and equipmel
Amortization of software development co 4,651 3,51(
Other occupancy and equipment cc 12,30( 11,23¢
Professional and consulting fe 1,79¢ 1,97«
Communications and client networ 3,20¢ 3,30¢
Marketing 765 74z
Administrative fees to related parti 6,16¢ 5,16¢
Amortization of business partner and -employee securitie 58€ 1,067
Other 6,51€ 5,14¢
Total expens: $ 55,07¢ $ 50,24(

Compensation and employee benefits

At June 30, 2004, we had 357 employees, which wasaease from the 332 employees we had at June 30
2003. For the six months ended June 30, 2004, @upensation costs were $19.1 million as compared to
compensation costs of $18.1 million for the sanmioplea year earlier. This $1.0 million increasef®s, in
compensation costs resulted mainly from additidve@ldcount. Compensation and employee benefits, as a
percentage of revenue, were 22% and 25% for theeihs ended June 30, 2004 and 2003, respectiléily.a
significant portion of employee compensation beiiggretionary and performance-based, compensadion ¢
vary from quarter to quarter.

Substantially all of our employees are full-timep@ayees located predominately in the New York mgdtitan
area and London. Compensation costs include ssldromuses, payroll taxes and costs of employeriged
benefits for our employees. We expect that oureutompensation costs will increase dependingaity ppon
variety of factors, including our incremental reuergrowth.

Amortization of software devel opment costs

Amortization and software development costs wer& $dllion for the six months ended June 30, 2G0¥%,
increase of $1.2 million, or 34%, as compared toization and software development costs of $3lbam for
the six months ended June 30, 2003. The increaseekated to increased investment in software dgweént
activities.

In accordance with the provisions of Statementasifiton 98-1, "Accounting for the Costs of Computer
Software Developed or Obtained for Internal Uskg' Company capitalizes qualifying computer softwarsts
incurred during the application development stage, amortizes them over their estimated usefubliftaree
years on a straig-line basis.

Other occupancy and equipment costs

Other occupancy and equipment costs were $12.®miibr the six months ended June 30, 2004, a fdllibn
increase, or 10%, as compared to other occupartteguipment costs of $11.2 million for the six nfenended
June 30, 2003. The increase was primarily causetidypccupancy and build-out of our temporary coapm
headquarters in New York City.

Other occupancy expenditures primarily consishefrent and facilities costs of our offices in Mew York
metropolitan area and our offices in London andybokVe moved into our temporary corporate headguain
New York City during the second quarter of 2002riBg the third quarter of 2004, the Company annedriba
it will establish its new global headquarters ab E159™ Street in New York's midtown Manhattan, with the
relocation of employees to begin in the first geadf 2005. We believe that other occupancy andpesent
costs will increase in the future as we begin to
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occupy our new global headquarters and as we reglqaipment lost in the September 11 Events. Horyvexe



expect a portion of these capital expendituresetodvered by our insurance proceeds from our ptpped
casualty insurance coverage.

Professional and consulting fees

Professional and consulting fees were $1.8 milf@rthe six months ended June 30, 2004, a $0.2omill
decrease, or 10%, as compared to professionalarsiitting fees of $2.0 million for the six monthreded June
30, 2003. Increases in accounting and tax fees mere than offset by decreases in consulting costs.

Communications and client networks

Communication costs were $3.2 million for the siarths ended June 32004 as compared to $3.3 million for
the six months ended June 30, 2003. Cost conslsdted in reductions in communications rates aage
charges, which were somewhat offset by additiohahtnetworks charges as we processed increadathee

of transactions and continued to add new clients.

Communication costs include the costs of localwitte area network infrastructure, the cost of disthimg the
client network linking clients to us, data and ptlene lines, data and telephone usage, and othézdeosts.
We anticipate expenditures for communications dieshtnetworks will increase in the near futurenses
continue to connect additional customers to ouwaek.

Marketing

Marketing expenses were $0.8 million for the sixntihe ended June 30, 2004, a $0.1 million increas&4%,
as compared to marketing expenses of $0.7 milboriHe six months ended June 30, 2003. Increases in
advertising expenses were offset partially by deses in printing and website costs.

Administrative fees to related parties

Administrative fees to related parties amounte§i@® million for the six months ended June 30, 2@029%
increase over the $5.2 million of such fees fordglxemonths ended June 30, 2003.

Administrative fees to related parties are dependpan both the costs incurred by Cantor and thréquoof
Cantor's administrative services that are utilizgdis. Administrative fees to related parties aezréfore
partially correlated to our business growth.

Amortization of business partner and non-employee securities

We enter into strategic alliances with other indugarticipants in order to expand our businesstarehter into
new marketplaces. As part of these strategic aiianwe have issued warrants and convertible peefetock.
In addition, we have granted stock options to @eran-employees. These securities do not reqaisé outlays
and do not represent a use of our assets. The sxpelated to these issuances is based on theofale
securities being issued and the structure of drestiction. Generally, this expense is amortized tneeterm of
the related agreement.

Charges in relation to the amortization of suctusées were approximately $0.6 million for the shonths
ended June 30, 2004 as compared to $1.1 milliothosix months ended June 30, 2003. This $0.5omill
decrease resulted primarily from the fact that gafia warrant agreement became fully amortizeédeaend of
the first quarter of 2004, and thus contributecanmrtization to the second quarter of 2004. Theraiment of
another warrant agreement that had the effectteheling the term over which the related warranagas
amortized further contributed to this decrease séliecreases were offset in part by a reversahoft&ation
taken in six months ended June 30, 2003 on warissugd to a business partner who was determinett no
have fulfilled its obligations under the relatedesgment. We believe period-to-period comparisoesat
meaningful, as these transactions do not recurregular basis. Note 6 of our condensed consoliditancial
statements in this Report on Form 10-Q containhéurdetails regarding the amortization of busirgssner
and non-employee securities.

Other expenses

Other expenses consist primarily of amortizatiomedngible assets, which totaled $2.9 million tioe six
months ended June 30, 2004, insurance costs are, paomotional and entertainment
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expenditures. For the six months ended June 3@}, 200er expenses were $6.5 million, an increasi of
million, or 27%, as compared to other expensesdr #illion for the six months ended June 30, 2004,
principally due to increases in amortization okimgibles, travel and entertainment costs and recenit fees, as
well as a decrease in foreign currency translag@ins.

Income taxes

During the six months ended June 30, 2004, we decban income tax provision of $12.7 million copmsding
to a 39.1% consolidated effective tax rate. Forsémme period a year earlier, we recorded an indame
provision of $5.3 million corresponding to a 23.2%nsolidated effective tax rate. The consolidaféetéve tax
rate for the six months ended June 30, 2003 wasrlowe to the fact that prior to the second quatt@003, ou
income taxes were minimal as the result of our NG consolidated effective tax rate can vary fipeniod tc
period depending on, among other factors, the ggc and business mix of our earnings.

Liquidity and Capital Resources

At June 30, 2004, we had cash and cash equivalé8@39.6 million, an increase of $11.1 millionasnpared
to December 31, 2003. During the six months endee 30, 2004, our operating activities providechaafs
$29.3 million. We also used net cash of $20.9 milliesulting from purchases of fixed assets, aad th
capitalization of software development costs artégaegistration and defense costs. In additienrealized
$2.7 million from exercises of employee stock opsio$0.1 million of which was receivable at JuneZID4
and was received in the subsequent month.

Our operating cash flows consist of transactiorneres with related parties and Software Solutiers from
related and unrelated parties, various fees paid tmsts reimbursed to Cantor, other costs paetty by us
and interest income. In its capacity as a fulfilihservice provider, Cantor processes and setesactions
and, as such, collects and pays the funds necessalgar transactions with the counterparty. Imdeso, Cantc
receives our portion of the transaction fee andceordance with the Joint Services Agreement,testne
amount owed to us. In addition, we have enteremsimhilar services agreements with TradeSpark,denee
MPLLC and CO2e. Under the Administrative Serviceséement, the Amended and Restated Joint Services
Agreement and the services agreements with TradkSp@edom, MPLLC and CO2e, any net receivable or
payable is settled at the discretion of the parties

As of June 30, 2004, we had repurchased 186,39@sbé&our Class A common stock for a total of $8illion
under our repurchase plan. Our board of directassauthorized the repurchase of up to an additi®$@i0
million of our outstanding Class A common stock.ridg the third quarter of 2004, we purchased aritiafa|
1,600,176 shares for a total purchased price ofshifllion, bringing the total number of treasuhases owned
to 1,786,575 at a book value of $21.6 million.

We anticipate that we will experience an increaseur capital expenditures and lease commitmentsistent
with our anticipated growth in operations, infrasture and personnel with our anticipated move e



headquarters. Our property and casualty insurameerage may mitigate our capital expendituresHerriear
term. During the year ended December 31, 2003,dCaateived an additional $21.0 million of insuranc
proceeds in settlement for property damage rekat¢ile September 11 Events. We will be entitledpdo $19.!
million of these proceeds as replacement assetsuachased in the future, depending on the ultimate
replacement value of the assets destroyed. Wertlyrianticipate that we will continue to experiergrewth in
our operating expenses for the foreseeable funuleleat our operating expenses will be a mateselaf our
cash resources.

Under the current operating structure, our cashslrom operations and our existing cash resowshesld be
sufficient to fund our current working capital acutrent capital expenditure requirements for astiélae next 12
months. However, we believe that there are a sagmf number of capital intensive opportunitiesdsrto
maximize our growth and strategic position, inchgliamong other things, strategic alliances antt jeéntures
potentially involving all types and combinationsesfuity, debt, acquisition, recapitalization andrganization
alternatives. We are continually considering such
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options, including the possibility of additionaprgchases of our Class A common stock, and thiscedn our
liquidity and capital resources.

Aggregate Contractual Obligations

On July 26, 2004, Cantor Fitzgerald and the Compampounced that we will establish our new global
headquarters at 110 E %%treet in New York's midtown Manhattan. Under thianistrative Services
Agreement, eSpeed is obligated to Cantor for itsrpta portion (based on square footage usedntdire
payments during the 15 year term of the leasen®®new headquarters. An evaluation of the effethisfnew
lease on the Company's schedule of contractuajatidins, as disclosed in the Form 10-K for the yerated
December 31, 2003, is currently being conducted.

Other than the item described above, there have mesignificant changes to our significant corrat
obligations, as detailed in our Annual Report omird0-K for the year ended December 31, 2003.

Off-Balance Sheet Arrangements

As of June 30, 2004, we did not have any off-bagasteeet arrangements, as defined in Item 303(&) @f)(
Regulation S-K.

ITEM 3. Quantitative and Qualitative Disclosuresabout Market Risk

At June 30, 2004, we had invested $205.5 millionwfcash in securities purchased under reverseakpse
agreements, $81.7 million of which is fully colleaized by U.S. government securities and $123Bamiof
which is fully collateralized by eligible equity aerities, both of which are held in a third pargstodial accoun
These reverse repurchase agreements have an dwena@trity and, as such, are highly liquid. Adafially, at
June 30, 2004, we had invested $7.8 million in aeyamarket fund held at overnight durations. Thisdf solely
invests in short-term U.S. government fixed incaseeurities.

We generally do not use derivative financial instemts, derivative commodity instruments or otherkegarisk
sensitive instruments, positions or transactiorezokdingly, we believe that we are not subjectrtp material

risks arising from changes in interest rates, fpr@urrency exchange rates, commodity prices, gquites or
other market changes that affect market risk sgesitstruments. Our policy is to invest our castaimanner

that provides us with an appropriate level of lajtyi.

ITEM 4. Controls and Procedures

(a) Evaluation of Disclosure Controls and Procedur

The Company's management, with the participatioth@Company's Chief Executive Officer and Inte@imef
Financial Officer, evaluated the effectivenesshef Company's disclosure controls and procedure$the end
of the period covered by this report. Based on ¢lvatuation, the Chief Executive Officer and InteChief
Financial Officer concluded that the Company's|dsare controls and procedures as of the end gi¢hied
covered by this report were designed and were ilomialg effectively to provide reasonable assuraheéthe
information required to be disclosed by the Compiamgports filed under the Securities Exchange &ct934
is recorded, processed, summarized and reportéihvifte time periods specified in the SEC's rules farms.
The Company believes that a controls system, ntemiaow well designed and operated, cannot provide
absolute assurance that the objectives of the aisrdystem are met, and no evaluation of contratsprovide
absolute assurance that all control issues andrioss of fraud, if any, within a company have béetected.

(b) Change in Internal Control over Financial Reijpg
No change in the Company's internal control ovearicial reporting occurred during the Company'stmexeni

fiscal quarter that has materially affected, areissonably likely to materially affect, the Comparipternal
control over financial reporting.
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PART Il. - OTHER INFORMATION

ITEM 2. Changes in Securities and Use of Proceg@nd Issuer Purchases of Equity Securities

There have been no repurchases or sales of ouyegaiurities by us during the three months endee 30,
2004.

ITEM 6. Exhibits and Reports on Form 8-K

(a) Exhibits.

Exhibit No. Description

10.31  Employment Agreement, dated as of April 23, 2004
between eSpeed, Inc. and Kevin Fc




10.32  Employment Agreement, dated as of April 29, 2004
between eSpeed, Inc. and Paul Saltz

311 Certification by the Chief Executive Officer Pursti&o
Section 302 of the Sarbar-Oxley Act of 2002

31.2 Certification by the Interim Chief Financial OfficBursuar
to Section 302 of the Sarba-Oxley Act of 2002

32 Certification Pursuant to 18 U.S.C. Section 1359, A
Adopted Pursuant to Section 906 of the Sarbadey Act
of 2002

(b) Reports on Form 8-K.

(i) On April 26, 2004, we filed a report on ForrK8under Item 5. "Other Events and Required FD
Disclosure" with respect to the appointment of Kevdley as President, and the promotion of Lee
Amaitis to Vice Chairman, of the Registrant.

(i) On May 3, 2004, we filed a report on FornK8inder Item 7. "Financial Statements and Exhilstst
Item 12. "Results of Operations and Financials @and' of Form 8-K, in which we announced our
preliminary operating statistics for the quartedes March 31, 2004.

(iii) On May 5, 2004, we filed a report on Form 8-K unddem 5. "Other Events and Required FD
Disclosure" with respect to the appointment of Fgaitzman as Chief Operating Officer of the
Registrant.

(iv) On May 10, 2004 we filed a report on Form 8iHder Item 5. "Other Events and Required FD
Disclosure" with respect to the resignation of &diirtoff and the appointment of Jay Ryan as Imt
Chief Financial Officer of the Registrant.

(v) On June 2, 2004 we filed a report on Form 8rder Item 5. "Other Events and Required FD
Disclosure" with respect to the promotion of JosBiiviello to Executive Vice President, Chief
Product Architect of the Registrant, and the praarobf James Johnson to Senior Vice President,
Chief Information Officer, of the Registrants.

(vi) On July 1, 2004 we filed a report on Form 8iKder Iltem 7. "Financial Statements and Exhilarsd
Item 12. "Results of Operations and Financials @and of Form 8-K, in which we updated our
outlook for the quarter ended June 30, 2004.

(vii) On August 5, 2004 we filed a report on Form 8-Kemidem 7. "Financial Statements and Exhibits"
and ltem 12. "Results of Operations and Finan@alsdition" of Form 8-K, in which we announced
our preliminary operating statistics for the quageded June 30, 2004.
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdRBport
on Form 10-Q for the quarter ended June 30, 20®#£ wigned on its behalf by the undersigned theéoeduly
authorized.

eSpeed, Inc.
(Registrant,

/sl Howard W. Lutnick

Howard W. Lutnick
Chairman of the Board and Chief Executive Officer

/sl Jay Ryan

Jay Ryan
Senior Vice President and Interim Chief Financiffic@r

Date: August 6, 2004
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EXHIBIT INDEX

Exhibit No. Description
10.31 Employment Agreement, dated as of April 23, 2004vken eSpeed, Inc. and Kevin Fo
10.32 Employment Agreement, dated as of April 29, 2004vken eSpeed, Inc. and Paul Saltzr




311

31.2

32

Certification by the Chief Executive Officer Purstiédo Section 302 of the Sarbanes-Oxley Act of
2002

Certification by the Interim Chief Financial OfficBursuant to Section 302 of the Sarbanes-Oxley
Act of 2002

Certification Pursuant to 18 U.S.C. Section 135§ Adlopted Pursuant to Section 906 of the
Sarbane-Oxley Act of 200z
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EXHIBIT 10.31

EMPLOYMENT AGREEMENT

AGREEMENT, dated as of April 23, 2004, by and betweSpeed, Inc., a Delaware corporation, with
offices at 135 E. 57th Street, New York, New Yofl022, together with its successors and assignke{tiokly,
"eSpeed"), and Kevin Foley, residing at 55 Easf'@reet, Apt. 15C, New York, New York, 10028Employet
"

eSpeed and Employee desire to enter into an employagreement (* Agreemeht on the terms and
conditions set forth below, to provide for the enyshent of Employee for the term herein specified. |
consideration of the mutual agreements set fortbmpeeSpeed and Employee therefore agree:

Section 1. _Employment and Term.

eSpeed hereby agrees with Employee, and Employebyagrees to serve, on the terms and conditieins s
forth in this Agreement, as the President of eSpé#uthe duties set forth in Section 2, for a tdveginning on
May 3, 2004 (the "Start Date") and ending Decen®1g12006 (the "Term of Employment"), unless earlier
terminated as specified in Section 4 below. Notliagtained in this paragraph shall limit eSpeddlstito
terminate Employee under Section 4.

Section 2. _Duties.

Employee agrees that during the Term of Employnemiployee will perform such duties and assignments
relating to the business of eSpeed and any entistirer now existing or hereafter arising that diyear
indirectly, through one or more intermediaries, tcols or is controlled by or under common contraweSpeet
(each such entity, an "Affiliate"), consistent witte title of President, as the CEO of eSpeed slir@tt. During
the Term of Employment, Employee shall, exceptripigustomary vacation periods and periods of ines
devote all of Employee's business time, attentimhenergies to the performance of Employee's datieisto the
business and affairs of eSpeed and to promotingékeinterests of eSpeed, and Employee shalkitber
during or outside of such normal business hourscty or indirectly, engage in any activity inimido such
best interests. eSpeed retains the right to prdwidployee with alternative work commensurate wliti work
Employee may be asked to normally perform under Algreement.

Section 3. _Compensation During the Term of Emplent.

eSpeed shall pay to Employee compensation as feilow

(@) Employee shall receive an annual base safs#900,000 per annum, payable semi-monthly in
accordance with eSpeed's then current payroll ipesct

(b) Employee shall be entitled to a bonus déast $600,000 for 2004 if the pre tax operatingiegs pe
share of eSpeed (in each case as customarily eepoyteSpeed) for the April 1-December 31 perio2d@4 is
at least 10% higher than the pre tax operatingiegsrper share for the same period in 2003. Empgleyell
have the opportunity to earn an annual bonus ®2804 fiscal year (less any amounts payable potsaahe
preceding sentence) of up to 100% of Employee's@rivase salary, if the pre tax operating earngegshare
of eSpeed (in each case as customarily reporteSpged) for the April December 31 period in 2004 is at le
30% higher than the pre tax operating earningsipare for the same period in 2003, which amourit bea
proportionately reduced in the event of an earningsease of less than 30%, subject to the pregesintence.
This bonus is payable as soon as practicable folpthe end of the fiscal year in accordance wipeed's then
current payroll practices, provided Employee hasgieen notice of resignation or been terminatedGause (a
defined herein) on or before such payment dattheasase may be. Except as provided in this Agreerntiee
bonus opportunities pursuant to this paragraphv{lbjoe pursuant to the terms of the eSpeed, 10032
Incentive Bonus Compensation Plan.

Employee shall be entitled to a bonus of at le680$000 for 2005 if the pre tax operating earnipes
share of eSpeed (in each case as customarily eepoyteSpeed) for 2005 is at least 10%

higher than the pre tax operating earnings perestoar2004. Employee shall be entitled to a borfiet éeast
$600,000 for 2006 if the pre tax operating earnipgisshare of eSpeed (in each case as customepibyted by
eSpeed) for 2006 is at least 10% higher than taegr operating earnings per share for 2005. Each sonus i
payable as soon as practicable following the ernttiefiscal year in accordance with eSpeed's thereot
payroll practices, provided Employee has not ginetice of resignation or been terminated for Cdasedefine:
herein) on or before such payment date, as themagee.

(c) Employee shall also receive on the StarePaptions to purchase 500,000 shares of ClassrAn@m
Stock of eSpeed in accordance with the terms oé8meed, Inc. 1999 Long Term Incentive Plan, abamcise
price per share equal to the closing price peresbClass A Common Stock on the Start Date, aadthard
agreement for such option shall be substantialthénform attached hereto as Exhibit A

(d) Employee shall be entitled each year toigigete in such employee benefit plans and prograsns
eSpeed may from time to time offer to employees3feed. Employee will also be entitled to a vacatio
vacations in accordance with the policies of eSgeeémployees at his level as determined by theagament
of eSpeed from time to time. eSpeed shall not paplByee any additional compensation for any vacdiime
not used by Employee, other than as required by law

(e) All compensation shall be subject to withtieg) and other applicable taxes. Employee furtigeees
(i) that any sums owed (or owing in the futurepfpeed (or any Affiliate) by Employee may be deeldidtom
Employee's paychecks (or any bonus checks) in atadbat are in accordance with applicable law aigdhat
any sums owed to American Express and Employeetsritan Express Corporate Charge Card that are @9 da
past due for payment may be deducted by eSpeedHropioyee's paycheck (or any bonus checks) in atsoun
that are in accordance with applicable law and npslyenents to American Express on Employee's belmalf
(iii) that any sums owed to American Express anglByee's American Express Corporate Charge Card upo
the termination of Employee's employment (for whateeason) may be deducted by eSpeed from any
outstanding paycheck in amounts that are in acooelaith applicable law and make payments to Araeric
Express on Employee's behalf.

() Employee agrees that any unauthorized oesxtravel and entertainment expenses, as reagonabl
determined by eSpeed in accordance with its therecupractices, may be offset against Employez'sip
payment or salary, at eSpeed's discretion.

(g) All bonuses shall be earned and payable ibiiiynployee is employed by eSpeed or an Affiliatehe
time payment is made (except termination of Empdowéhout Cause); provided, however, that bonusrgyts
payable with respect to 2006, if any, shall be edrand payable if Employee is employed by eSpeeah or
Affiliate on December 31, 2006. Employee agreesdhg compensation paid to Employee subsequehgto t
termination of Employee's employment with eSpeedépt termination of Employee without Cause) shaly
be paid upon execution by Employee of a generabnuditional release in favor of eSpeed in a forns&attory
to eSpeed.

Section 4. _Termination.

(a) During the Term of Employment, eSpeed maviteate this Agreement with Employee for Cause and
notice of such termination shall be sent to Emptoyeor the purposes hereof, " Caliseeans Employee's (i)
nonperformance or breach by Employee of any optiegisions of Sections 5(a) and 5(c) of this Agreet{anc
with respect to any of the provisions of Sectio(is) &nd 5(d) only nonperformance or breach by Eygso




which shall be material or not inadvertent), anthwéespect to provisions of this Agreement othanth
those contained in Section 5, material nonperfoean breach by Employee, (ii) conviction of a eiomder
U.S. Federal, state or local laws or any applicéinieign laws (including any pleas wélo contendere), (iii)
serious misconduct in connection with or affectihg business of eSpeed or any Affiliate, (iv) sesioeglect or
gross negligence in performing Employee's dutiesureler, (v) refusal to materially perform Emplogeguties
hereunder after delivery to Employee by eSpeeda@maity owned or controlled by eSpeed of writtetice
identifying the duties not being performed by Enygle, which failure may include the

loss for a period of thirty (30) days during anyecalar year of any regulatory approvals or licemssessary to
perform Employee's duties, (vi) violation by Empéeyor Employee aiding and abetting any violatiorabgther
of any law, order, rule or regulation pertaininggmployee, or eSpeed or its affiliates includingoag others,
the rules, regulations and by laws of the Natigkegdociation of Securities Dealers and the New Yatdck
Exchange, (vii) illegal drug use by Employee, dii)gerious misconduct in connection with a redufes
reimbursement of expenses not actually incurreBroployee and/or not in accordance with eSpeed/sltemnd
entertainment policy, or assisting others in sutbres.

(b) If during the Term of Employment, by reassirphysical or mental disability, Employee is inahfe
of performing the essential functions of his pasitiwith or without reasonable accommodation fpedod of
60 out of 180 consecutive days, eSpeed at its optiay thereafter terminate this Agreement with Eopeé and
notice of such termination may be sent to Emplosggedary of Employee during any period of disabitityall be
in accordance with the then-current policy of eSpéleEmployee shall die during the Term of Emplaymh the
Term of Employment shall automatically terminatethie event of such death, or if eSpeed termirtateIerm
of Employment pursuant to this Section, eSpeed phglto Employee or to Employee's legal represiaes, or
in accordance with a direction given by Employee$peed in writing, Employee's compensation taltite on
which such death or termination for disability occu

(c) Inthe event eSpeed notifies Employee ofeeSs election to terminate this Agreement with
Employee, such termination shall become effeciiyi failed, three (3) days after mailing of naithereof to
Employee or (i) if delivered by hand, upon delier

(d) Inthe event Employee is terminated for @amsbecause of disability, he will resign from afficer
and/or director positions he may hold.

Section 5. Non-Competition; NorDisclosure;
Non-Solicitation; NonDisparagement

(a) During the Term of Employment, Employee khat, alone or with others, directly or indirectly
participate, engage, render services to or becateeested in (as owner, stockholder, partner, leadether
investor, director, officer, employee, consultanbtherwise) any business activity that is in cotitjpa with, or
otherwise related to or arises from, the then cuiroe contemplated business of eSpeed or any atidili
Notwithstanding any other provisions herein, noghim this Agreement shall prohibit Employee fronguaicing
or owning in accordance with eSpeed's policiesmodedures regarding personal securities transectioss
than 1% of the outstanding securities of any atdsmy corporation that are listed on a nationaliséies
exchange or traded in the over-the-counter market.

(b) Employee acknowledges that during the TefiBroployment he will have access to and become
acquainted with eSpeed's confidential records. Bygad hereby covenants and agrees that during time dfe
Employment and thereafter, Employee shall keeptbtrtonfidential all information which Employeegsently
possesses or which Employee may obtain duringdhese of Employee's employment or any consulting
arrangement with eSpeed with respect to its cligbrmation, trade secrets, copyrights, patenesj@amarks,
service marks, source code, business practices)des, developments, affairs, records, data, faeul
documents, intangible rights, other intellectuapmrty and other confidential information (colleety,
"Confidential Information") of eSpeed or any Aféite, or information about eSpeed or any Affiliate n
generally known to the public and not discloseshme, directly or indirectly, to any other persiinm or
corporation or utilize the same, except solelyhia tourse of performing his duties on behalf ofee8pand its
Affiliates pursuant to this Agreement. All Confide Information relating to the business of eSpard its
Affiliates which Employee shall develop, conceipegduce, prepare, use, construct or observe dthimgerm
of Employment shall be and remain the sole propefrgSpeed or the relevant Affiliate. Employee liertagree
that upon the termination of Employee's employn{ergspective of the time, manner or cause of teatidn),
Employee will surrender and deliver to eSpeed atifElential Information, including but not limited work
papers, memoranda, lists, books, records and fl@geoy kind, as well as any copies thereof, retatd or in
connection with eSpeed's and its

Affiliates' Confidential Information and businessis understood that Employee may be requiredgolase
Confidential Information pursuant to subpoena, otfoeirt process, at the direction of governmentaedf-
regulatory agencies (including the National Asstieiaof Securities Dealers, Inc. or the Securitied Exchang
Commission) or otherwise as required by law.

(c) During the Term of Employment and for a pdrof three (3) years after the termination of his
employment, for any reason whatsoever, Employel isbia alone, or with others, directly or indirggtsolicit,
hire or retain for Employee's benefit or the bemneffiany person or organization other than eSpeedta
Affiliates, the employment or other services of amgividual employed by eSpeed or any Affiliateserving as
a consultant or independent contractor at the Gfreeich termination or within six months prior taer.

(d) Employee recognizes that he is being placedposition of trust and confidence and as suidimat
during the Term of Employment or thereafter defadisparage, libel or slander eSpeed or its Affilgin any
way, nor will eSpeed or its Affiliates defame, dispge (except for any statements made pursuaaton
regulation, including Regulation FD), libel or stien Employee, and Employee will not during the Tefm
Employment or thereafter contact, respond to agyest from or in any way discuss, criticize, defame
disparage, libel or slander eSpeed or its Affisatemployees, agent to the media (print, televisiotherwise,
whether on or off the record). This provision witit prohibit Employee from making statements tortrelia if
authorized by eSpeed and pursuant to eSpeed corppéay. It is expected that Employee will, in thedinary
course of business, be expected to communicatetidtmedia regarding eSpeed's business.

Section 6. _Other Employee Obligations.

(a) Inorder to retain and enhance eSpeed'disand integrity at the forefront of the business
community, the business conduct of Employee musbtadly professional and Employee must at all éme
observe appropriate standards of politeness andesyun Employee's behavior both with the pubtid avith
colleagues. Employee is required to well and faithfserve eSpeed and to the best of Employeelityaise



Employee's best endeavors at all times to pronmetelévelopment of eSpeed's business and reputation.

(b) Employee must maintain the highest standafdi®nesty and fair dealing in Employee's work for
eSpeed and any Affiliate. Great importance is atddo the observance of eSpeed's policies aneguoes as
expressed in any personnel or compliance manudederal and State laws and regulations (or ifiapble,
those of a foreign jurisdiction) and the rulestaf National Association of Securities Dealers, brcany other
applicable self-regulatory organization. Materieddch of any of these obligations may be regarded a
misconduct and may result in summary dismissaCianse.

(c) If atany time during his employment withpe®d Employee is, directly or indirectly, approatbe
solicited by a third party, with a view to or withe intention of taking up employment or enteringpisome
other business relationship, whether directly dirgctly, with that of any other party which is mlved in a
business which is competitive with the currenthmmnt contemplated business of eSpeed or any Al
known to Employee, Employee shall disclose that ifamediately in writing to the CEO of eSpeed. Muwrer,
during the Term of Employment and any extensionsnoployment, Employee shall not, directly or indtte,
solicit, encourage the solicitation of, or discessployment or entering into a business relationshigether
directly or indirectly with a party which is invadd in a business which is competitive with the entior then
contemplated business of eSpeed or any Affilisé&reown to Employee.

(d) During the Term of Employment and any exiems thereof, Employee shall not, without the veritt
consent of eSpeed, enter into an agreement, whetalemritten or otherwise, with any person, fiam
corporation providing for Employee's future empla@mhby such or any other person, firm or corporatio

Section 7. _Injunctive Relief

The parties acknowledge that in the event of adires a threatened breach by Employee of any of
Employee's obligations under this Agreement, eSpeeldts Affiliates will not have an

adequate remedy at law. Accordingly, and notwithditag Section 8 hereof, in the event of any sueadhn or
threatened breach by Employee, eSpeed and itsadé§l shall be entitled to specific performancéhaf
Agreement or such equitable and injunctive religthout proof of special damages or the postingrof bond o
other security, as may be available to restrain |Byge and any business, firm, partnership, indialdu
corporation or entity participating in such breactihreatened breach from the violation of the mions hereoi
eSpeed and its Affiliates will be entitled to seseich relief, without the posting of any bond orestkecurity, in
court pursuant to Section 7502(c) of the New Yonkil®ractice Law and Rules, or any successor [sioni
thereto. Nothing herein shall be construed as pitihg eSpeed or any Affiliate from pursuing anhext
remedies available at law or in equity for suchalsteor threatened breach in any dispute submittedhitration
under Section 8 hereof.

Section 8. _Arbitration.

Subject to the provisions of Section 7, any dispudifferences or controversies arising under this
Agreement shall be settled and finally determingdibitration before a panel of three arbitratorlew York,
New York, according to the rules of the Nationakésiation of Securities Dealers, Inc. (or the Amani
Arbitration Association or any other alternativeplite resolution organization) now in force ancehéer
adopted and the laws of the state of New York thesffect. The arbitrators shall make their award i
accordance with and based upon all provisionsiefAgreement and judgment upon any award rendeyetdeb
arbitrators shall be entered in any court havinggliction thereof. However, it is understood agded that the
arbitrators are not authorized or entitled to idelas part of any award rendered by them, spesiamplary or
punitive damages or amounts in the nature of shepiamplary or punitive damages regardless ohttere or
form of the claim or grievance that has been suihito arbitration.

It is expressly agreed that arbitration as provideckin shall be the exclusive means for deterranatf all
matters arising in connection with this Agreemerd aeither party hereto shall institute any actoproceedin
in any court of law or equity other than: (a) tquest enforcement of the arbitrators award heraundéb) by
eSpeed to bring an action or proceeding seekinmative relief from a court of competent jurisdictias set
forth in paragraph 7. The foregoing sentence sieh bona fide defense to any action or proceddstiguted
contrary to this Agreement.

Section 9. _Entire Agreement; Enforceability;
Partial Invalidity, Attorneys' Fees.

This Agreement contains the entire agreement opénges with respect to the subject matter heaedfno
modification or waiver of any provision hereof whilé binding upon any party unless in writing arghed by th:
parties hereto.

The invalidity or unenforceability of any particulprovision of this Agreement shall not affect titeer
provisions and this Agreement shall be construallirespects as if such invalid or unenforceabtvisions
were omitted. In the event that a court of compgiaisdiction shall determine that any covenarntfegh in this
Agreement is impermissibly broad in scope, duratibgeographical area, or is in the nature of ajtgnthen
the parties intend that such court should limitshepe, duration or geographical area of such @veo the
extent, and only to the extent, necessary to resuigh covenant reasonable and enforceable, anttertfee
covenant as so limited.

The parties agree that if Employee brings an acti@im or proceeding against eSpeed, any Affiliate
any partner, stockholder, officer, director or eaygle of any of them, that relates to or implicates
Agreement, whether as to its breach, validity ceffy or otherwise, the non-prevailing party shalf the
reasonable attorney's fees of the prevailing party.

Section 10. _Miscellaneous.
This Agreement:

(a) shall be binding upon and inure to the bignéthe parties hereto and their respective ssmmes,
permitted assigns, heirs, executors and adminisg:alo waiver or modification shall be deemedeaab
subsequent waiver or modification of the same grather term, covenant or condition in this Agreeme

(b) may not be assigned, in whole or in parteltiger party hereto without the prior written censof the
other party (any purported assignment hereof ifatin of this provision being null and void); hoves, it may
be assigned without recourse, in whole or in ppe8peed to any Affiliate or to any successor tarest of
eSpeed or any Affiliate by merger, consolidati@grganization or otherwise, and may be executediious
counterparts, each of which shall be deemed aimatigut all of which together shall constituteecand the
same instrument, and shall be governed by andemusin accordance with the laws of the State of Nerk,



without giving effect to the principles of conflgcof laws thereof. Employee hereby waives persseiiice
of process, and irrevocably submits to servicerotgss by mail; and

(c) shall be effective only when executed botteBpeed and Employee and upon such shall be gindin
and enforceable; the Agreement in unsigned forns ca¢ become an offer of any kind and does notrineco
capable of acceptance until executed by Employee aasuch time, the Agreement is capable of aaceptby
signature by an official at eSpeed; and

(d) may be executed in one or more counterpalitef which together shall constitute but one égment
Section 11. _ Notices.

All notices pursuant to this Agreement shall beviiting, shall either be delivered by hand or maitey
certified or registered mail, return receipt reqadspostage prepaid to the address set forth atioteesuch
other address as may be designated for such puirpeséten notice and shall be effective upon ipteshen
delivered by hand or on the third business day #ite day on which mailed. Any notice to eSpeecheder
will similarly be sent to:

Stephen Merkel, Esq.
Executive Vice President and
General Counsel

ESpeed, Inc.

135 East 57" Street

New York, New York 10022
(212) 829-4829

Section 12. _No Conflicts.

Employee represents and warrants that Employeet i miefault under, or in breach of, any agreement
requiring Employee to preserve the confidentiadityany information, client lists, trade secretter
confidential information or agreements not to cotap® interfere with any prior employer includirmt not
limited to, any employment agreement; and neitheretxecution and delivery of this agreement nor the
performance by Employee of Employee's obligaticer@tinder will conflict with, result in a breach of,
constitute a default under, any confidentialitynon-competition agreement or any employment agraeetoe
which Employee is a party or to which Employee rhaysubject.

IN WITNESS WHEREOF, the parties hereto have exettiis Agreement as of the day and year first
above written.

WITNESS

Name:

WITNESS

Name:

eSPEED, INC.

By: /s/ Howard W. Lutnick

Name: Howard W. Lutnic
Title: Chairman, CEO

By: /s/ Kevin Foley

Kevin Foley




EXHIBIT 10.32

EMPLOYMENT AGREEMENT

AGREEMENT, dated as of April 29, 2004, by and betweSpeed, Inc., a Delaware corporation, with
offices at 135 E. 57th Street, New York, New Yofl022, together with its successors and permittsidjas
(collectively, "eSpeed"), and Paul Saltzman, regjdit 80 Sulgrave Road, Scarsdale, N.Y. 10583 (§lEyee
".

eSpeed and Employee desire to enter into an emeloyagreement (* Agreemeht on the terms and
conditions set forth below, to provide for the enyphent of Employee for the term herein specifiedoider to
induce Employee to enter into this Agreement, siamdously herewith, Employee is entering into areament
with Cantor Fitzgerald L.P. ("Cantor Fitzgeraldsth agreement, as it may be amended from time& is
referred to as the "CF Agreement"). In consideratibthe mutual agreements set forth below and the
agreements set forth in the CF Agreement, eSpeg&mployee therefore agree:

Section 1. _Employment and Term.

eSpeed hereby agrees to employ Employee, and Eegplmreby agrees to serve, on the terms and
conditions set forth in this Agreement, as the €Biperating Officer and Executive Vice Presidene8peed
with the duties set forth in Section 2, for a tdreginning on or about May 24, 2004 (the "Start Daaad
ending December 31, 2006, unless earlier terminagespecified in Section 4 below (the "Term of
Employment"). Nothing contained in this paragraphlklimit eSpeed's right to terminate Employeeemd
Section 4.

Section 2. _Duties.

Employee agrees that during the Term of Employnemployee will perform such duties and assignments
relating to the business of eSpeed and any entigther now existing or hereafter arising that diyeer
indirectly, through one or more intermediaries, tcols or is controlled by or under common contrafweSpeet
(each such entity, an "Affiliate"), as the CEO 8peed shall direct that are generally incidentih a
commensurate with, Employee's position as Chiefr@jey Officer and Executive Vice President of eSpe
Employee will report directly and exclusively teet@EO of eSpeed. During the Term of Employment, IByge
shall, except during customary vacation periodsgeribds of illness, devote all of Employee's basatime,
attention and energies to the performance of Engalisyduties and to the business and affairs ofezSped its
Affiliates and to promoting the best interests 8peed and its Affiliates, and Employee shall nithee during
or outside of such normal business hours, direntindirectly, engage in any activity inimical tach best
interests. eSpeed retains the right to provide Bygad with alternative work commensurate with thekvo
Employee may be asked to normally perform under Agreement.

Section 3. _Compensation During the Term of Emmplent.

eSpeed shall pay to Employee compensation as feilow

(@) Employee shall receive an annual base safs#$00,000 per annum, payable semi-monthly in
accordance with eSpeed's then current payroll ipesct

(b) Employee shall be paid an annual bonus 600 in each of 2004, 2005 and 2006. This boswus i
payable on or about December 15 of each such fysaalin accordance with eSpeed's then currenbplayr
practices, provided, Employee has not given naifaesignation or been terminated for Cause (aimel@éf
herein) on or before such payment date, as themagee. Subject to the foregoing, Employee's b@aysent
in 2004 shall be $300,000 (notwithstanding that Exye has not been employed by eSpeed since thieniieg
of 2004).

(c) Employee shall also receive, as soon agipahéollowing the execution of this Agreement bgth
parties, options to purchase 200,000 shares ok@a@ommon Stock of eSpeed in accordance withetmag of
the eSpeed, Inc. 1999 Long Term Incentive Plantaedption Agreement in the form attached hereto as
Exhibit A (the "Option Agreement”). Employee shalo

receive, as soon as practical following the StateDa signing bonus of $50,000; provided, howenehe ever
Employee has given notice of resignation or has beeninated for Cause before December 31, 2006 &ree
shall return this amount to eSpeed.

(d) Employee shall be entitled each year toigigete in such employee benefit plans and prograsns
eSpeed may from time to time offer to employees3feed as well as to all employee benefit plans and
programs provided to other Executive Vice PresislefieSpeed. Employee will also be entitled to@atian or
vacations in accordance with the policies of eSgeedetermined by the management of eSpeed froenttim
time, provided that Employee shall receive no lessation time than the other Executive Vice Prasislef
eSpeed. eSpeed shall not pay Employee any additomgpensation for any vacation time not used by
Employee, other than as required by law.

(e) All compensation shall be subject to apfiieavithholding and other applicable taxes. Empéoye
further agrees (i) that any sums then due and peyaleSpeed (or any of its Affiliate) by Employmeay be
deducted from Employee's paychecks (or any bonesks) in amounts that are in accordance with apipléec
law and (i) that any sums then due and payabkenterican Express under Employee's American Express
Corporate Charge Card that are 90 days past dyfonent and are not subject to payment or reineiuesit
by eSpeed in accordance with Section 9 of this Agwent may be deducted by eSpeed from Employee's
paycheck (or any bonus checks) in amounts thahaecordance with applicable law and make paymients
American Express on Employee's behalf and (iii} #ry sums then due and payable to American Exjpmedsr
Employee's American Express Corporate Charge Gaitcee not subject to payment or reimbursement by
eSpeed in accordance with Section 9 of this Agreekmygon the termination of Employee's employmeat (f
whatever reason) may be deducted by eSpeed frorowtsianding paycheck in amounts that are in acowel
with applicable law and make payments to Americapreéss on Employee's behalf.

() Employee agrees that any travel and entartant expense that is incurred by Employee in timteof
Section 9 of this Agreement may be offset agaimspByee's bonus payment or salary at eSpeed'stdmtr

(g) Except in the event of termination of thigrAement by eSpeed without Cause, all compenssitiaih
be earned and payable only if Employee is empldyeeSpeed or an Affiliate at the time payment islena
Employee agrees that any compensation paid to Breplsubsequent to the termination of Employee's
employment with eSpeed shall only be paid upon etkat by Employee of a general unconditional redeias
favor of eSpeed in a form reasonably satisfactogySpeed. Any such release will not release eSjpeedany
indemnification rights Employee may have underDe¢aware General Corporations Law or pursuantéo th
Certificate of Incorporation or Bylaws of eSpeedits Affiliates, where applicable.

Section 4. _Termination.

(a) During the Term of Employment, eSpeed maviteate this Agreement with Employee for Cause and
notice of such termination shall be delivered toptoyee. For the purposes hereof, " Caliseeans Employee's
(i) nonperformance or breach by Employee of anthefprovisions of Section 5 of this Agreement, wiitth
respect to provisions of this Agreement other ttiease contained in Section 5, material nonperfocaan
material breach by Employee which is not cured iwi0 days after receipt by Employee of writtenicmt
thereof from eSpeed, (i) conviction of a felonyden U.S. Federal, state or local laws or any applie foreign
laws (including any pleas @iblo contendere ), (iii) serious misconduct in connection with dfegting the




business of eSpeed or any Affiliate which is naeduwithin 30 days after receipt by Employee oftteri
notice thereof from eSpeed, (iv) serious neglegross negligence in performing Employee's duteetinder
which is not cured within 30 days after receiptthyployee of written notice thereof from eSpeed féilure to
perform Employee's duties hereunder after delivefgmployee by eSpeed or an entity owned or cdetidly
eSpeed of written notice identifying the duties being performed by Employee, which failure maylude the
loss for a period of thirty (30) days during anyecalar year of any regulatory approvals or licemssessary to
perform Employee's duties, and which failure is ewred within 30 days after receipt by Employeevdften
notice thereof from eSpeed, (vi) violation by Enygle or Employee aiding and abetting any violatign b
another, as reasonably

determined by eSpeed, of any law, order, rule gulagion pertaining to Employee, or eSpeed orffisaes
including, among others, the rules, regulations anthws of the National Association of Securiti®salers and
the New York Stock Exchange, (vii) illegal drug useEmployee, or (viii) request for reimbursemeht o
expenses not actually incurred by Employee anddbimaccordance with Section 9 hereof, or knowing|
assisting others in such efforts.

(b) If in eSpeed's judgment during the Term ofdfoyment, by reason of physical or mental disghili
Employee is incapable of performing the essentiatfions of his position, with or without reasoreabl
accommodation for a period of 60 out of 180 conteewlays, eSpeed at its option may thereafteriteta this
Agreement with Employee and notice of such ternimatnay be sent to Employee. If Employee shalldlieng
the Term of Employment, the Term of Employment kaatomatically terminate; in the event of suchtdear
if eSpeed terminates the Term of Employment puristeathis Section, eSpeed shall pay to Employee or
Employee's legal representatives, or in accordaittea direction given by Employee to eSpeed irtingi,
Employee's compensation to the date on which seathdr termination for disability occurs.

(c) Inthe event Employee is terminated for @amsbecause of disability, he will resign from afficer
and/or director positions with eSpeed and its Adfféds he may hold.

Section 5. Non-Competition; NorDisclosure;
Non-Solicitation; NonDisparagement

(a) During the term of his employment hereunéenployee shall not, (i) directly or indirectly, by
action in concert with others, solicit, induce,mftuence, or attempt to solicit, induce or infleen any other
employee or consultant of eSpeed or any Affiliatengage in any Competing Business (as hereirdgtered)
or otherwise enter into a Competing Business wih such person, (i) solicit any of the customedre®peed or
any Affiliate (or any of their employees), induagh customers or their employees to reduce théimve of
business with, terminate their relationship withotiterwise adversely affect their relationship wéBpeed or
any Affiliate, (iii) do business with any person evivas a customer of eSpeed or any Affiliate dutivegtwelve-
month period prior to the date of termination of ifayee's employment hereunder if such businessdvoul
constitute a Competing Business, (iv) directlyratifectly engage in, represent in any way, or beneated with
any Competing Business, directly competing withlthsiness of eSpeed or of any Affiliate, whethehsu
engagement shall be an as officer, director, oneraployee, partner, consultant, affiliate or otbarticipant in
any Competing Business or (v) assist others ingingan any Competing Business in the manner deedrin
the foregoing clause (iv). An activity shall be desl to be a "Competing Business" if it (i) involtbe conduct
of the wholesale or institutional brokerage busingis) consists of marketing, manipulating or disting
financial price information of a type supplied ypeed or any Affiliate to information distributiservices or
(iii) competes with any other business conducte@®peed or any Affiliate, or eSpeed or such Atfiieook
substantial steps in anticipation of commencingidugsiness. Notwithstanding any other provisioneine
nothing in this Agreement shall prohibit Employeenfi acquiring or owning in accordance with eSpeed's
policies and procedures regarding personal seesititansactions, less than 1% of the outstandicgrisies of
any mutual fund or any class of any corporation &éna listed on a national securities exchangeaoied in the
over-the-counter market or any partnership interesCantor Fitzgerald, L.P.

(b) Employee acknowledges that during the Tefiroployment he will have access to and become
acquainted with eSpeed's confidential records. Byga hereby covenants and agrees that during time die
Employment and thereafter, Employee shall keeptbtreonfidential all nonpublic information whichnfiployee
presently possesses or which Employee may obtainglthe course of Employee's employment or any
consulting arrangement with eSpeed with respeits tient information, trade secrets, copyriglpatents,
trademarks, service marks, source code, businestiqges, finances, developments, affairs, recafats,
formulae, documents, intangible rights, other iettlial property and other confidential information
(collectively, "Confidential Information”) of eSpé®r any of its Affiliates, or information about g&ed or any
Affiliate not generally known to the public and riisclose the same, directly or indirectly, to atlyer person,
firm or corporation or utilize the same, except@)required by law, (ii) to enforce his rights enthis
Agreement or any

other agreement with eSpeed or its Affiliates oy ¢olely in the course of performing his duties feehalf of
eSpeed and its Affiliates pursuant to this Agreetmath Confidential Information relating to the bingss of
eSpeed and its Affiliates which Employee shall depeconceive, produce, prepare, use, construcbserve
during the Term of Employment shall be and remlaéngole property of eSpeed or the relevant Aféliat
Employee further agrees that upon the terminatfdénaployee's employment (irrespective of the timenner
or cause of termination), Employee will surrended deliver to eSpeed all written Confidential Infation in
his possession or control, including but not lirdite work papers, memoranda, lists, books, recandsdata of
every kind, as well as any copies thereof, relatingr in connection with eSpeed's and its Affésit
Confidential Information and business. It is untteosl and agreed that Employee may be requiredstiadie
Confidential Information pursuant to subpoena, otfeeirt process, at the direction of governmentadedf-
regulatory agencies (including the National Asstaieof Securities Dealers, Inc. or the Securitiad Exchang
Commission) or otherwise as required by law.

(c) During the Term of Employment and for a pdrof three (3) years after the termination of his
employment, for any reason whatsoever, Employek isbia alone, or with others, directly or indirgctsolicit
(other than, solely with respect to any periodimiet after the Term of Employment, a general salt@mn for
employment not targeted at employees of eSpeed éffiliates), hire or retain for Employee's beibef the
benefit of any person or organization other thapee8 and its Affiliates, the employment or othewises of
any individual employed by eSpeed or any Affiliatethe time of such termination or within six mosirior
thereto. Notwithstanding anything to the contrasptained herein, Employee shall not be deemed\e ha
violated this Section 5(c) if an employee or forraerployee of eSpeed or its affiliates is solicibedhired by an
person or organization for which Employee is empbbyr retained as a consultant or in which Emplayees
stock or other equity interests, so long as Emp@ayeas not involved, directly or indirectly in anyaw



whatsoever, in the solicitation, hiring or retentiof such employee or former employee.

(d) Employee recognizes that he is being placedposition of trust and confidence and as suidimat
during the Term of Employment or thereafter defadigparage (except to the extent necessary to@nfos
rights), libel or slander eSpeed or its Affiliaiasany way, nor will eSpeed or its Affiliates defantisparage
(except to the extent necessary to enforce itsgjgit any statements made pursuant to law or aégol
including Regulation FD), libel or slander Employaed Employee will not during the Term of Employrher
thereafter contact, respond to any request from any way discuss, criticize, defame, disparaipe) br slande
eSpeed or its Affiliates, employees, agent to tleelim (print, television, or otherwise, whether oroff the
record).

Section 6. _Other Employee Obligations.

(a) Inorder to retain and enhance eSpeed'disgand integrity at the forefront of the business
community, the business conduct of Employee musbtadly professional and Employee must at all éme
observe appropriate standards of politeness andesyun Employee's behavior both with the pubtid avith
colleagues. Employee is required to well and faitiifserve eSpeed and to the best of Employeelisyalrse
Employee's best endeavors at all times to pronmetelévelopment of eSpeed's business and reputation.

(b) Employee must maintain the highest standafd®nesty and fair dealing in Employee's work for
eSpeed and any Affiliate. Great importance is atddo the observance of eSpeed's policies aneguoes as
expressed in any personnel or compliance manuplgs®f which have previously been provided to Eoype),
all Federal and State laws and regulations (opjfiaable, those of a foreign jurisdiction) and thées of the
National Association of Securities Dealers, Incany other applicable srregulatory organization. Material
breach of any of these obligations may be regasdeniisconduct and may result in dismissal for Capussuant
to Section 4(a) of this Agreement.

(c) If at any time during the term of his empiognt hereunder Employee is, directly or indirectly,
approached or solicited by a third party, with ewito or with the intention of taking up employmententering
into some other business relationship, whetherctjrer indirectly, with that of any other party ih is
involved in a business which is competitive witle turrent or then

contemplated business of eSpeed or any Affilisekrewn to Employee, Employee shall disclose thet f
immediately in writing to the CEO of eSpeed. Moregwduring the term of his employment hereunder,
Employee shall not, directly or indirectly, soliaéncourage the solicitation of, or discuss empleynor enterin
into a business relationship, whether directlynafirectly with a party which is involved in a busss which is
competitive with the current or then contemplatedibess of eSpeed or any Affiliate, as known to Eyge.

(d) During the term of his employment hereun@&nployee shall not, without the written consent of
eSpeed, enter into an agreement, whether oratewnitr otherwise, with any person, firm or corpimmt
providing for Employee's future employment by soclany other person, firm or corporation.

Section 7. _lInjunctive Relief

The parties acknowledge that in the event of adires a threatened breach by Employee of any of
Employee's obligations under this Agreement or 8gezd of any of eSpeed's obligations under Seb(in
hereof, eSpeed and its Affiliates or Employee hascase may be, will not have an adequate remddyvat
Accordingly, and notwithstanding Section 8 heréothe event of any such breach or threatened hrispac
Employee, or eSpeed, as the case may be, eSpedéd aAffiliates or Employee, as the case may belldie
entitled to specific performance of the applicgievisions of this Agreement or such equitable iapghctive
relief, without proof of special damages or thetjpmsof any bond or other security, as may be abddl to
restrain Employee or eSpeed and its Affiliateshascase may be, and any business, firm, partqershi
individual, corporation or entity participating such breach or threatened breach from the violatighe
provisions hereof. eSpeed, its Affiliates and Engplowill be entitled to seek such relief, withou posting of
any bond or other security, in court pursuant teti®a 7502(c) of the New York Civil Practice LawdaRules,
or any successor provision thereto. Nothing heskall be construed as prohibiting eSpeed or anyi#té or
Employee from pursuing any other remedies availablaw or in equity for such breach or threatebeghch in
any dispute submitted to arbitration under Sec@drereof.

Section 8. _Arbitration.

Subject to the provisions of Section 7, any dispudifferences or controversies arising under this
Agreement shall be settled and finally determingdutbitration before three arbitrators in New Yarew York,
according to the rules of the American Arbitratidssociation now in force and hereafter adoptedthedaws
of the state of New York then in effect. The ariors shall make their award in accordance withtzasgd upo
all provisions of this Agreement and judgment upogy award rendered by the arbitrators shall beredte any
court having jurisdiction thereof. However, it isderstood and agreed that the arbitrators areutbbezed or
entitled to include as part of any award rendenethbm, special, exemplary or punitive damageswouants in
the nature of special, exemplary or punitive darsaggardless of the nature or form of the clairgr@@vance
that has been submitted to arbitration.

It is expressly agreed that arbitration as provideckin shall be the exclusive means for deterriunaitf all
matters arising in connection with this Agreemend aeither party hereto shall institute any actoproceedin
in any court of law or equity other than: (a) tquest enforcement of the arbitrators award hereundéb) by
eSpeed or Employee to bring an action or proceesi¥eging injunctive relief from a court of competen
jurisdiction as set forth in paragraph 7. The foieg sentence shall be a bona fide defense to @ineor
proceeding instituted contrary to this Agreement.

Section 9. _Expense Reimbursement.

Employee shall be entitled to be reimbursed by e8er all reasonable expenses and disbursements
incurred by him in the course of the performanchisfduties hereunder, including expenses for trane
entertainment, in accordance with eSpeed policiespaactices for Executive Vice Presidents, updimsssion
of supporting documentation (it being understood agreed that Employee will be treated no lessrily thar
any other executive officer of eSpeed).

Section 10._Entire Agreement; Enforceability;
Partial Invalidity, Attorneys' Fees.

This Agreement and the Option Agreement contairetitee agreement of the parties with respectéo th
subject matter hereof and supersede all prior ageaes between the parties including the non-discis
agreement dated April 19, 2004, and no modificatiowaiver of any provision hereof will be bindingon any
party unless in writing and signed by the partieseto.



The invalidity or unenforceability of any particulprovision of this Agreement shall not affect titeer
provisions and this Agreement shall be construallirespects as if such invalid or unenforceabtvisions
were omitted. In the event that a court of compgaisdiction shall determine that any covenarntfegh in this
Agreement is impermissibly broad in scope, duratibgeographical area, or is in the nature of ajtgnthen
the parties intend that such court should limitshepe, duration or geographical area of such @veo the
extent, and only to the extent, necessary to resuigh covenant reasonable and enforceable, anttertfee
covenant as so limites

Employee and eSpeed agree that if Employee bringgton, claim or proceeding against eSpeed, any
Affiliate, or any partner, stockholder, officerrector or employee of any of them (each a "Pargt')f any
Party brings an action, claim or proceeding agdimsployee, that relates to or implicates this Agreet,
whether as to its validity, efficacy or otherwisiee non-prevailing party shall pay the reasonatitarzey's fees
of the prevailing party

Section 11. Miscellaneous
This Agreement

(a) shall be binding upon and inure to the bienéthe parties hereto and their respective ssmmes,
permitted assigns, heirs, executors and adminssg:aio waiver or modification shall be deemedeaab
subsequent waiver or modification of the same grather term, covenant or condition in this Agreem

(b) may not be assigned, in whole or in parteltiger party hereto without the prior written censof the
other party (any purported assignment hereof ifatian of this provision being null and void); hoves, it may
be assigned without recourse, in whole or in pare®peed to any creditworthy Affiliate or to anystantially
equivalent, creditworthy successor in interestRppeed or any Affiliate by merger, consolidatiororganization
or otherwise, and may be executed in various copatts, each of which shall be deemed an origmatlall of
which together shall constitute one and the sarsteument, and shall be governed by and construed in
accordance with the laws of the State of New Ywikhout giving effect to the principles of conflicof laws
thereof. Employee hereby waives personal serviggadess, and irrevocably submits to service ot@se by
mail; and

(c) shall be effective only when executed botteBpeed and Employee and upon such shall be gindin
and enforceable; the Agreement in unsigned forns do¢ become an offer of any kind and does notrneco
capable of acceptance until executed by Employeaasuch time, the Agreement is capable of aaoceptby
signature by an official at eSpeed; ¢

(d) may be executed in one or more counterpalftef which together shall constitute but one égment
Section 12. Notices.

All notices pursuant to this Agreement shall beviiting, shall either be delivered by hand or maite
certified or registered mail, return receipt redadspostage prepaid to the address set forth atmoteesuch
other address as may be designated for such puipeséten notice and shall be effective upon iptehen
delivered by hand or on the third business day #fie day on which mailed. Any notice to eSpeectheder
will similarly be sent to

Stephen Merkel, Esq.
Executive Vice President and
General Counsel

ESpeed, Inc.

135 East 57" Street

New York, New York 10022
(212) 829-4829

Any notice to Employee hereunder will similarly gent to:

Kenneth A. Lefkowitz, Esq.
Hughes Hubbard & Reed LLP
1 Battery Park Plaza

New York, New York 10004
(212) 42:-4726

Section 13. No Conflicts.

Employee represents and warrants that Employeet i miefault under, or in breach of, any agreement
requiring Employee to preserve the confidentiadityany information, client lists, trade secretter
confidential information or agreements not to cotep® interfere with any prior employer includir@t not
limited to, any employment agreement; and neitherexecution and delivery of this agreement nor the
performance by Employee of Employee's obligaticer@tinder will conflict with, result in a breach of,
constitute a default under, any confidentialitynon-competition agreement or any employment agraetoe
which Employee is a party or to which Employee rhaysubject

eSpeed represents and warrants to Employee tsaAgneement has been duly authorized by the
Compensation Committee of the Board of Directors$peed
Section 14. Legal Fee Reimburseme

eSpeed shall reimburse Employee for up to $15,008asonable legal fees and expenses incurredrby hi
in connection with the negotiation of this Agreermnand related matters after receipt by eSpeed afvaice
with respect theretc

IN WITNESS WHEREOF, the parties hereto have exettits Agreement as of the day and year first
above written.

WITNESS eSPEED, INC

By: /S/ Howard Lutnick
Name: Howard W. Lutnic
Name: Name: Title: Chairman, CE

WITNESS

/S/ Paul Saltzman
Paul Saltzmai

Name:






EXHIBIT 31.1

I, Howard W. Lutnick, certify that:

1. | have reviewed this quarterly report on FoidrQ of eSpeed, Inc. for the quarter ended June 30,
2004;

2. Based on my knowledge, this quarterly report dagscantain any untrue statement of a material
or omit to state a material fact necessary to nta&estatements made, in light of the circumstances
under which such statements were made, not misigadih respect to the period covered by this
quarterly report;

3. Based on my knowledge, the financial statememtd other financial information included in this
quarterly report, fairly present in all materiaspects the financial condition, results of operaianc
cash flows of the registrant as of, and for, theguis presented in this quarterly report;

4.  The registrant's other certifying officer anaré responsible for establishing and maintaining
disclosure controls and procedures (as defineckah&hge Act Rules 13a-15(e) and 15d-15(e)) for
the registrant and have:

a. Designed such disclosure controls and procedoreaused such disclosure controls and
procedures to be designed under our supervisicendare that material information relating to
the registrant, including its consolidated subsidi is made known to us by others within tk
entities, particularly during the period in whidtis quarterly report is being prepared;

b.  Evaluated the effectiveness of the registratigslosure controls and procedures and presented
in this report our conclusions about the effectagof this disclosure controls and procedures
as of the end of the period covered by this quigrteport based on such evaluation; and

c. Disclosed in this quarterly report any changghe registrant's internal control over financial
reporting that occurred during the registrant'stmesent fiscal quarter that has materially
affected, or is reasonably likely to materiallyeaff, the registrant's internal control over finai
reporting; and

5.  The registrant's other certifying officer anldalve disclosed, based on our most recent evatuatio
internal control over financial reporting, to thegistrant's auditors and the audit committee of
registrant's board of directors:

a. All significant deficiencies and material weaknessethe design or operation of internal cor
over financial reporting which are reasonably ljkel adversely affect the registrant's ability to
record, process, summarize and report financiarimétion; and

b.  Any fraud, whether or not material, that inv@dvmanagement or other employees who have a
significant role in the registrant's internal cahiver financial reporting.

Date: August 6, 2004

s/ Howard W. Lutnick
Howard W. Lutnick
Chairman of the Board and Chief Executive Officer




EXHIBIT 31.2

1, Jay Ryan, certify that:

1. | have reviewed this quarterly report on FoidrQ of eSpeed, Inc. for the quarter ended June 30,
2004;

2. Based on my knowledge, this quarterly report dagscantain any untrue statement of a material
or omit to state a material fact necessary to nta&estatements made, in light of the circumstances
under which such statements were made, not misigadih respect to the period covered by this
quarterly report;

3. Based on my knowledge, the financial statememtd other financial information included in this
quarterly report, fairly present in all materiaspects the financial condition, results of operaianc
cash flows of the registrant as of, and for, theguis presented in this quarterly report;

4.  The registrant's other certifying officer anaré responsible for establishing and maintaining
disclosure controls and procedures (as defineckah&hge Act Rules 13a-15(e) and 15d-15(e)) for
the registrant and have:

a. Designed such disclosure controls and procedoreaused such disclosure controls and
procedures to be designed under our supervisicendare that material information relating to
the registrant, including its consolidated subsidi is made known to us by others within tk
entities, particularly during the period in whidtis quarterly report is being prepared;

b.  Evaluated the effectiveness of the registratigslosure controls and procedures and presented
in this report our conclusions about the effectagof this disclosure controls and procedures
as of the end of the period covered by this quigrteport based on such evaluation; and

c. Disclosed in this quarterly report any changghe registrant's internal control over financial
reporting that occurred during the registrant'stmesent fiscal quarter that has materially
affected, or is reasonably likely to materiallyeaff, the registrant's internal control over finai
reporting; and

5.  The registrant's other certifying officer anldalve disclosed, based on our most recent evatuatio
internal control over financial reporting, to thegistrant's auditors and the audit committee of
registrant's board of directors:

a. All significant deficiencies and material weaknessethe design or operation of internal cor
over financial reporting which are reasonably ljkel adversely affect the registrant's ability to
record, process, summarize and report financiarimétion; and

b.  Any fraud, whether or not material, that inv@dvmanagement or other employees who have a
significant role in the registrant's internal cahiver financial reporting.

Date: August 6, 2004

[s/ Jay Ryan
Jay Ryan
Senior Vice President and Interim Chief Financitfic@r




EXHIBIT 32

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report of eSpded,, a Delaware corporation (the "Company") onnrd0-Q
for the period ended June 30, 2004 as filed wiéhSkcurities and Exchange Commission on the dae®hghe
"Form 10-Q"), each of Howard W. Lutnick, Chief Ex#ize Officer of the Company, and Jay Ryan, Interim
Chief Financial Officer of the Company, certifipsirsuant to 18 U.S.C. Section 1350, as adoptedignot$o
Section 906 of the Sarbanes-Oxley Act of 2002, tiv&tis knowledge:

(1) The Form 10-Q fully complies with the requiremts of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934; and

(2) The information contained in the Form 10-Qlfepresents, in all material respects, the finahci
condition and results of operations of the Company.

/sl Howard W. Lutnick /sl Jay Ryai

Name: Howard W. Lutnic Name: Jay Rya

Title: Chairman of the Board ar Title: Senior Vice President at
Chief Executive Office Interim Chief Financial Office

Date: August 6, 200 Date: August 6, 200




