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PRELIMINARY PROSPECTUS Subject to completion Felbyu26, 2001

7,135,000 Shares
[eSPEED LOGOQ]

Class A Common Stock

We are a leading provider of business-to-businksdrenic marketplace solutions. Our products ematéirket participants to transact
business instantaneously, more effectively andwét cost. Of the 7,135,000 shares of our Clasemngon stock offered by this prospectus,
we are offering 2,500,000 shares and the selliockbblders are offering 4,635,000 shares. We willraceive any proceeds from the sale of
shares by the selling stockholders.

Our Class A common stock is quoted on the Nasddiphg Market under the symbol "ESPD." The lastontgd sale price of our Class A
common stock on February 23, 2001 was $25.125hz@es

Before buying any of these shares, you should alyefonsider the risk factors described in "Riaktbrs" beginning on page 8.

Neither the Securities and Exchange Commissiorangistate securities commission has approved appisved of these securities or pas
upon the adequacy or accuracy of this prospectug.répresentation to the contrary is a crimina¢offe.

Per share Total

Public offering price $ $

Underwriting discounts and commissions $ $

Proceeds, before expenses, to us $ $

Proceeds to the selling stockholders $ $

One of the selling stockholders has granted thenmdters a 30-day option to purchase up to antiatdil 1,070,250 shares of our Class A
common stock to cover over-allotments at the putifiering price per share less the underwritingdiisits and commissions.

The underwriters are offering the shares of ous€ka common stock as described in "Underwritingeliiery of the shares will be made on
or about , 2001.

Joint Book-Running Managers

UBS Warburg LLC Lehman Brothers

JP Morgan
Cantor Fitzgerald & Co.

THE INFORMATION CONTAINED IN THIS PROSPECTUS IS NOCOGOMPLETE AND MAY BE CHANGED. WE MAY NOT SELL
THESE SECURITIES UNTIL THE REGISTRATION STATEMENTIEED WITH THE SECURITIES AND EXCHANGE COMMISSION
IS EFFECTIVE. THIS PROSPECTUS IS NOT AN OFFER TOLEESECURITIES, AND WE ARE NOT SOLICITING OFFERS TBUY
THESE SECURITIES, IN ANY STATE WHERE THE OFFER ORISE IS NOT PERMITTED.






No person has been authorized to give any infoonair to make any representations other than thaseined or incorporated by referer
in this prospectus and, if given or made, suchrindion or representations must not be relied wgghaving been authorized. This
prospectus does not constitute an offer to set®isolicitation of an offer to buy any securitgdber than the securities described in this
prospectus or an offer to sell or the solicitatidran offer to buy such securities in any circumsts in which such offer or solicitation is
unlawful. Neither the delivery of this prospectus any sale made hereunder shall, under any cittzunoss, create any implication that the
information contained or incorporated by refereheeein is correct as of any time subsequent taléte of such informatiol



[The inside front cover graphic depicts our produat horizontal bars with various vertical markaygred on top of the bars.]
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Unless otherwise indicated, all information in thiespectus assumes that the underwriters-allotment option will not be exercise



Prospectus summary

This summary highlights some information from tpisspectus. It may not contain all of the inforroatthat is important to you. To
understand this offering fully, you should readetally the entire prospectus, including the risktfas and the financial statements.

OVERVIEW OF OUR BUSINESS

We are a leading provider of business-to-businksdrenic marketplace solutions. We host and opeglctronic marketplaces and real-time
auctions utilizing our global private network aihe internet. In addition, we license software tokaaparticipants. Our products enable
market participants to transact business instantasig, more effectively and at lower cost. In 20@@, processed over 3 million electronic
transactions, totaling more than $32 trillion @frtsactional volume. During the past year, we added 35 new products to our electronic
marketplaces, entered into key software licensgrg@ments and more than tripled our revenues. Wee tner 650 clients, including the
largest fixed income and leading natural gas aectetity trading firms in the world. We have offgin the U.S., Europe, Asia and Canada.

We believe we offer one of the most robust, largedes instantaneous and reliable transaction psomgsystems. Our global private network
permits market participants to view information anecute transactions in a fraction of a second.pfoprietary software provides an end-to-
end solution, including front-end applicationsnaction processing engines, credit and risk managetools and back-office and clearance
modules, enabling straight-through processing. yatem runs on large-scale hardware located i tte@undant data centers in the U.S. and
Europe.

Our revenues consist primarily of transaction feesurring software licensing fees and system sesviees. We do not risk our own capite
transactions or extend credit to market participant

COMPETITIVE ADVANTAGES

We are a market leader in global fixed income etetit marketplaces. Because of the scale and aalhjytaf our system, our eSpeed(SM)
products have applications across a broad rangeo$tries and vertical marketplaces, including baginess-to-business marketplace
involving multiple buyers and multiple sellers. \Welieve we are well positioned to leverage theifigant investment of over $250 million
incurred to develop our eSpeed(SM) system to quictdate customized real-time software solutiomsifarket participants. Our global size,
economies of scale and flexible products providevitis a significant competitive advantage. Additdig, we have extensive experience
converting inefficient, voice-based marketplaced product distribution systems into liquid, effioteelectronic markets. We believe this
combination of technology and operations expeitisekey ingredient in our success.

MARKETS AND PRODUCTS
We market our services through the following thpeeducts: eSpeed Markets(SM), eSpeed Private LalBland eSpeed Online(SM).
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0 eSpeed Markets(SM) is a full service end-to-esidt®n combining all of our proprietary marketpdasoftware with our global high-speed
private network. eSpeed Markets(SM) currently ofger&n some of the largest and most complex maldadp, and is designed to be
extendible to any multiple buyer, multiple selleanketplace. eSpeed Web Markets(SM) offers the featires of eSpeed Markets(SM)
through a complete Internet-only distribution chelnn

0 eSpeed Private Label(SM) provides a completeoouted solution to our clients enabling them tdritiate their branded products to their
customers through online offerings and auctiondugting private and reverse auctions, and requesipiote capabilities.

0 eSpeed Online(SM) provides retail-based e-comenausinesses with online access to wholesale mpakgtipants. It enables these online
businesses to offer their customers access toietywarf markets that are traditionally availabldyoto institutional investors and wholesalers.

STRATEGY

Our objective is to be the world's leading provideinteractive electronic marketplaces and relaiftivare solutions. Our strategy is to:

o expand system functionality and develop new petajisoftware and services for our existing finahand energy markets;

o leverage our eSpeed(SM) system for use in a kidge of additional business- to-business marketdsradustries;

o license our software to provide a broad rangaarket participants with an outsourced solutiondialine distribution of their products; and
0 pursue acquisitions and strategic alliances t@aece our products and software and to create femtr@nic marketplaces.

OUR HISTORY

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

RECENT DEVELOPMENTS
eSpeed Markets(SM)
TradeSpark

In October 2000, we entered the North Americangnerarket through the creation of TradeSpark, L& Wioral Energy (an affiliate of
Shell), Dominion Energy, Koch Energy Trading, TXUdtgy Trading, Williams Energy and Cantor. TradeBmgperates marketplaces in
North America for nature



gas, electricity, coal, weather derivatives andssion allowances. Our eSpeed Markets(SM) produeepo TradeSpark's electronic platfol
To date, over 120 companies have traded over théeBpark platform, generating over $16 billionrahsaction volume.

Freedom International

On January 29, 2001, we, Cantor, BMO Nesbitt BugiBC World Markets, Merrill Lynch Canada, RBC Daign Securities, Scotia Capi
Markets and TD Securities entered into an agreemightFreedom International Brokerage, Inc., thedieg inter-dealer broker of Canadian
fixed income products, foreign exchange and otheital products, under which our eSpeed Markets(Sfddluct will power Freedom's
electronic platform.

eSpeed Private Label(SM)
Federal Home Loan Bank

On February 1, 2001, we announced our private lafpedement with the Federal Home Loan Bank, a §gb%ernment sponsored enterprise
and one of the largest issuers in the global steont-securities market. Our electronic auction-€bagchnology will power the Federal Home
Loan Bank's primary discount note auctions.

Sanwa Securities

On October 6, 2000, we entered into an agreemehtSenwa Securities, a subsidiary of Sanwa Bank,ofithe largest financial institutions
in Japan, to provide Sanwa with online distributiddapanese government bonds and other fixed iag@uourities to its customers in Asia.

eSpeed Online(SM)
Charles Schwab & Co.

On January 2, 2001, Charles Schwab & Co. introdlt:&d Treasuries and Agency securities to its eustdase using eSpeed Online(SM).
eSpeed Online(SM) enables retail customers of €a&thwab to buy and sell fixed income securitiesaher financial instruments at pri
and spreads offered by wholesale market participant

HOW TO CONTACT US

Our executive offices are located at One World &r@énter, 103rd Floor, New York, New York 10048 r@lephone number is (212) 938-
3773. Our website is http://www.espeed.com andeonail address is info@espeed.com. We are a Delawaperation.
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The offering

Class A common stock offered by:

Common stock to be outstanding after this
Offering(L)....ccevveerieeiiieeie s

Nasdaq National Market symbol ....................

Use of proceeds .........ccoeevvvveniincnnns

Voting rights .......cccoovviiiiiiiicnn,

Risk factors .........ccocceevvieniienniiennen,

2,500,000 shares

4,635,000 shares

7,135,000 shares

24,077,404 shares of Class A common stock and
30,441,808 shares of Class B common stock.

ESPD

We intend to use the net proceeds from the sale
in this offering for (i) working capital and gen
including investment in hardware and software, s
advertising and hiring of technology and other p
strategic investments or acquisitions. We will n
the sale of our Class A common stock by the sell
proceeds."

The rights of holders of shares of our common st
identical, except that holders of our Class B co
votes per share, while holders of our Class A co
vote per share.

Investing in our Class A common stock involves s
factors."

of the shares we are selling
eral corporate purposes,
ales, marketing and
rofessionals and (ii)

ot receive any proceeds from
ing stockholders. See "Use of

ock are substantially
mmon stock are entitled to 10
mmon stock are entitled to one

ignificant risks. See "Risk

(1) The number of shares of our Class A and ClassrBmon stock to be outstanding after this offergigased on 19,159,612 shares of our
Class A common stock and 32,724,600 shares of mas@® common stock outstanding on February 8, 20@lexcludes: (i) shares of our
Class A common stock equal to 20% of our outstapditass A common stock reserved for issuance upercise of options we have gran
under our stock option plan; (ii) 425,000 shareswfClass A common stock reserved for issuancsuaint to our stock purchase plan; (iii)
1,333,332 shares of our Class A common stock redefor issuance upon exercise of warrants we hearged to Dynegy and Williams; and
(iv) 8,000,000 shares of our Class A common stesknved for issuance upon the exercise of warthatsnay be issued in connection with
the full conversion of our Series A Redeemable @otilvle Preferred Stock and our Series B Redeen@dteertible Preferred Stock issued

to EIP Holdings.



Summary consolidated financial data

1999 2000
Period Year
Statement of Quarter e nded ended Quarter en ded ended
operations Mar. 10t ----m-mmmmemmem- e e s e
data: Mar. 26 June 25 Sept. 2 4 Dec.31 Dec.31 Mar.31 June30 S ept. 30 Dec.31 Dec.31
(in thousands)
Total revenues ..  $1,948 $10,569 $11,62 2 $14,050 $38,189 $24,250 $29,659 $ 29,374 $35,648 $118,931
Total operating
expenses(1).... 2,487 13,322 15,11 6 20,063 50,988 29,083 38,774 36,987 40,702 145,546
Net loss from
operations..... (539) (2,753) (3,49 4) (6,013) (12,799) (4,833) (9,115) (7,613) (5,054) (26,615)
Non-cash
business
partner
securities(2).. - - - - - - - (29,805) (3,586) - (33,391)
Income tax
benefit
(provision).... 14 69 8 9 40 212 (93) (107 (88) (118)  (406)
Net loss ........ $(525) $(2,684) $(3,40 5) $(5,973) $(12,587) $(4,926) $(39,027) $ (11,287) $(5,172) $(60,412)
December 31, 2000
Statement of financial condition data: Actual As adjusted(3)
(in thousands)

Cash and cash equivalents ............cccccuee... $122,164 $184,413

Total aSSets .....ccovcvveeeiiiiieeiieeee e 155,122 217,371

Total liabilities .........cccovveiriiiieeens 22,864 22,864

Total stockholders' equity ...........ccccueeeenne 132,258 194,507

(1) Includes a one-time, non-cash charge of appratély $2,850,073 that we incurred in the fourtartgr of fiscal 1999 due to option grants
we made to Cantor employees and a consultant eadieiat our initial public offering price of $28.0er share.

(2) Includes (i) warrants to purchase 666,666 shafeur Class A common stock at an exercise @i&35.20 per share issued by us to each
of Dynegy and Williams, as a result of which weareled a non-cash charge against earnings of $23@®%o reflect the value of the
warrants; (i) 28,374 shares of Class A commonlksisgued by us to the shareholders of Municipatrfeas Inc. in connection with Cantor's
acquisition of MPI's brokerage business, as a tesuvhich we recorded a non-cash charge agaimstregs of $1,350,000 to reflect the value
of the stock; and (iii) 8,000,000 shares of coribbetpreferred stock issued by us in connectiomwitr investment in TradeSpark, as a result
of which we recorded a non- cash charge againetregs of $2,235,200 to reflect the value of 80,8B8res of our Class A common stock

issuable upon conversion of the preferred stodkiife of certain revenue targets are met. See 'i@érdéamsactions - Williams and Dynegy",
Municipal Partners" and "--TradeSpark."

(3) Reflects (i) the sale of the 2,500,000 shafemio Class A common stock offered by us herebgna¢stimated public offering price of
$25.125 per share, after deducting underwritingalists and commissions and estimated offering esqgepayable by us; and (i) the
proceeds to us from the exercise of warrants tolage shares of Class A common stock by two of¢limg stockholders in connection with
this offering.



Risk factors

The purchase of our Class A common stock involuestantial investment risks. You should carefuttpsider the following risk factors,
together with the other information set forth injrmcorporated by reference into, this prospediesore purchasing our Class A common
stock. If any of the following risks actually oceyour business, financial condition or resultspérations could be materially adversely
affected, the trading price of our Class A commimtls could decline and you may lose all or paryair investment.

RISKS RELATED TO OUR BUSINESS
Because we have a limited operating history, yoy nw be able to accurately evaluate us.

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

o provide services to our clients that are reliatd cost-effective;

o expand our sales structure and marketing programs

0 increase awareness of our brand or market posigo

o respond to technological developments or semwffegings by competitors; and

o expand into other non-financial markets.

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

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

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

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

The use of electronic marketplaces is relatively.rnehe success of our business plan depends, ingmaour ability to maintain and expand
the network of brokers, dealers, banks and otin@nftial institutions that use our interactive efauic marketplaces. We cannot assure you
that we will be able to continue to expand ouricaftmarketplaces, or that we will be able to mrethie current participants in our
marketplaces. None of our agreements with markeicpEants require them to use our electronic mgnleees.

If we are unable to enter into additional marketamgl strategic alliances or our current strateljgnges are not successful, we may not
generate increased trading in our electronic mpliees.

We expect to continue to enter into strategic adless with other market participants, such as rbtalers, exchanges, energy companies,
communication companies, market makers, consortia,



Risk factors

clearinghouses, major market participants and w@olgy companies, in order to increase client acteasd use of our electronic
marketplaces. We cannot assure you that we witldbe to continue to enter into these strategiaraties on terms that are favorable to us,
all. In addition, we cannot assure you that ourenirstrategic alliances will be successful. Thecess of our current and future relationships
will depend on the amount of increased tradinguneadectronic marketplaces by the customers ofetlsérmitegic alliance partners. These
arrangements may not generate the expected nurhbewcclients or increased trading volume we aekisey.

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

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

If we experience computer systems failures or dapaonstraints, our ability to conduct our opevas could be harmed.

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

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

0 unanticipated disruptions in service to our dken

o slower response times;

o delays in our clients' trade execution;

o failed settlement of trades;

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

o litigation or other client claims; and

o regulatory sanctions.

We cannot assure you that we will not experienctesys failures from power or telecommunicationkifaj acts of God or war, human error,
natural disasters, fire, power loss, sabotage Weel or software malfunctions or defects, compvitises, intentional acts of vandalism and
similar events. Any system failure that causeséeriuption in service or decreases the responssgeaf our service, including failures
caused by client error or misuse of our systemsldodamage our reputation, business and brand name.
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Risk factors
If we do not effectively manage our growth, ourstixig personnel and systems may be strained anldusimess may not operate efficiently.

In order to execute our business plan, we must gignificantly. This growth will place significastrain on our personnel, management
systems and resources. We expect that the numioarr @mployees, including technical and managenesmei-employees, may continue to
increase for the foreseeable future. We must coetiao improve our operational and financial systamd managerial controls and
procedures, and we will need to continue to exptaat) and manage our technical workforce. We nalsgi maintain close coordination
among our technical, compliance, accounting, fieantarketing and sales organizations. We cannatagsu that we will manage our
growth effectively, and failure to do so could résw our business operating inefficiently.

We operate in a rapidly evolving business envirommié we are unable to adapt our business effeltito keep pace with these changes, our
operations will be adversely affected.

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

If we are unable to keep up with rapid technologiteanges, we may not be able to compete effegtivel

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

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

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

o respond to technological advances and emergihgsiry standards and practices on a cost-effeatidetimely basis.

The development of proprietary electronic tradiechinology entails significant technical, finan@ald business risks. Further, the adoptio
new Internet, networking or telecommunications texdtbgies may require us to devote substantial ressuto modify and adapt our services.
We cannot assure you that we will successfully @ngnt new technologies or adapt our proprietatyrielogy and transaction-processing
systems to client requirements or emerging industaipdards. We cannot assure you that we will betatrespond in a timely manner to
changing market conditions or client requirements.

If we were to lose the services of members of mamamnt and employees who possess specialized nkaudwetedge and technology skills,
we may not be able to manage our operations effdgtor develop new electronic marketplaces.

Our future success depends, in significant parthercontinued service of Howard Lutnick, our Chrein and Chief Executive Officer,
Frederick Varacchi, our President and Chief Opega®fficer, and our other executive officers anchagers and sales and technical
personnel who possess extensive knowledge anddiegiynskills in our markets. We cannot assure yai tve would be able to find an
appropriate replacement for Mr. Lutnick or Mr. Veehi if the need should arise. Any loss or intetimpof Mr. Lutnick's or Mr. Varacchi's
services could result in our inability to manage operations effectively and/or develop new elattranarketplaces. We have not entered
into employment agreements with and we do not Hiee person” life insurance policies on any of executive officers or other personnel.
All of the members of our senior management teasratso
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Risk factors

officers, partners or key employees of Cantor. Assalt, they dedicate only a portion of their pasfional efforts to our business and
operations. We cannot assure you that the time thessons devote to our business and operatidghs fiuture will be adequate and that we
will not experience an adverse effect on our op@natdue to the demands placed on our managenanthyg their other professional
obligations. We intend to strive to provide highality services that will allow us to establish andintain long-term relationships with our
clients. Our ability to do so will depend, in langart, upon the individual employees who repressrit our dealings with clients. The market
for qualified programmers, technicians and salesqus is extremely competitive and has grown mori@ secent periods as electronic
commerce has experienced growth. We cannot aseurthgt we will be successful in our efforts tortecand retain the required personnel.

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

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

We use our eSpeed(SM) service mark for the serdessribed herein and have registered that semvéz& in a number of jurisdictions
around the world. Although several existing thimty registrations and applications for trademankd servicemarks consisting of
designations similar to ours in certain countriagehcome to light, they are for goods and sentitasare of a different type from those being
offered under our eSpeed(SM) service mark. Althowghare not presently aware of any third-party ciiges to our use or registration of our
eSpeed(SM) service mark in these countries, aneveelve could defend against any third-party claésserted in these countries, such
registrations and applications could potentialfgetf the registration, and/or limit our use, of e@peed(SM) service mark in these countries,
thereby requiring us to adopt and use anothercEmiark for our services in such countries.

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

We may have to resort to litigation to enforce imtiellectual property rights, protect our traderséx; determine the validity and scope of the
proprietary rights of others or defend ourselvesnficlaims of infringement, invalidity or unenfortdéty. We may incur substantial costs and
diversion of resources as
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a result of litigation, even if we win. In the e¥eve do not win, we may have to enter into royaityicensing agreements. We cannot assure
you that an agreement would be available to usasanable terms, if at &

If our software licenses from third parties arertiated, our ability to operate our business magnbeerially adversely affected.

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

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

We own many Internet domain names, including "wveged.com."” The regulation of domain names in 8 &hd in foreign countries m
change and the strength of our names could beadillWe may not be able to prevent third partiesfexquiring domain names that infringe
or otherwise decrease the value of our trademarttother proprietary rights.

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

Patents or copyrights of third parties may havargyortant bearing on our ability to offer certaihoar products and services. We cannot
assure you that we are or will be aware of all pigter copyrights containing claims that may posiskaof infringement by our products and
services. In addition, patent applications in th8.lhre generally confidential until a patent &1ed. As a result, we cannot evaluate the exten
to which our products and services may be coveredserted to be covered by claims contained idipgrpatent applications. In general, if
one or more of our products or services were torigé patents held by others, we may be requiredticp developing or marketing the
products or services, to obtain licenses to devatapmarket the services from the holders of theria or to redesign the products or sen

in such a way as to avoid infringing on the patdaims, which could limit the manner in which wendaict our operations.

Due to intense competition, our market share amehftial performance could suffer.

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

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

o take advantage of acquisitions and other oppitiesmmore effectively;

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

o leverage existing relationships with clients atrdtegic partners more effectively or exploit mareognized brand names to market and sell
their services.
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Our current and prospective competitors are nunseand include interdealer brokerage firms, techmolmmpanies and market data and
information vendors, securities and futures exclanglectronic communications networks, crossirsgesys, software companies, consortia,
business-to-business marketplace infrastructurgpaoies and niche market energy and other commbdginess- to-business Internet-based
trading systems.

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

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

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

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

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

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

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

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

The global financial services business is, by &gire, risky and volatile and is directly affectgdmany national and international factors that
are beyond our control. Any one of these factorg nsase a substantial decline in the U.S. and gfatencial services markets, resulting in
reduced trading volume and turnover. These eveniislhave a material adverse effect on our prdfitgbThese factors include:
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o economic and political conditions in the U.S. afskwhere in the world;

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

o the availability of cash for investment by mutfuaids and other wholesale and retail investors;
o fluctuating interest and exchange rates;

o legislative and regulatory changes; and

o currency values.

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

Our business is highly dependent upon the volunmnils being traded through our eSpeed(SM) sysisrthe U.S. reduces its outstanding
Treasury debt, there may be a decline in the volam& S. Treasury securities traded through oure8SM) system.

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

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

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

o difficulties in staffing and managing foreign ogtons;

o fluctuations in exchange rates;

o reduced protection for intellectual property tigh

0 seasonal reductions in business activity dutiregsummer months; and

o potentially adverse tax consequences.

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

The growth of the Internet as a means of condudtitegnational business has also raised many Isgaés regarding, among other things, the
circumstances in which countries or other jurisdits have the right to regulate Internet servibas imay be available to their citizens from
service providers located elsewhere. In many célsese are no laws, regulations, judicial decisiongovernmental interpretations that
clearly resolve these issues. This uncertainty atbwersely affect our ability to use the Interne¢xpand our international operations, and
creates the risk that we could be subject to discipy sanctions or other penalties for failurectonply with applicable laws or regulations.
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As we enter new markets, we may not be able toessfelly adapt our technology and marketing stsafeguse in those markets.

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

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

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

o difficulties in the assimilation of acquired optons and products;

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

o assumption of unknown material liabilities of atgd companies;

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

We cannot assure you that we will be able to irstgsuccessfully any operations, personnel, serdceroducts that might be acquired in
future, and our failure to do so could adversefgafour profitability and the value of our Classdmmon stock.

Because our business is subject to extensive gaarnand other regulation, we may face restrictisitis respect to the way we conduct our
operations.

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

o the way we deal with our clients;

0 our capital requirements;

o our financial and Securities and Exchange Comarisgporting practices;
o required record keeping and record retentionquores;
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o the licensing of our employees; and
o the conduct of our directors, officers, employaed affiliates.

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

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

Because we are subject to risks associated withapatal requirements, we may not be able to engagperations that require significant
capital.

The Securities and Exchange Commission, CommodityrEs Trading Commission and various other regofaigencies have stringent rt
and regulations with respect to the maintenanapetific levels of net capital by regulated companNet capital, which is assets minus
liabilities, is the net worth of a broker or dealess deductions for certain types of assetsfitfrafails to maintain the required net capital, i
may be subject to suspension or revocation of tredgisn by the Securities and Exchange Commissiddosnmodity Futures Trading
Commission, and suspension or expulsion by thepdators could ultimately lead to the firm's ligatibn. If these net capital rules are
changed or expanded, or if there is an unusualiyelaharge against net capital, operations thatirethe intensive use of capital would be
limited. Also, our ability to withdraw capital froforoker- dealer subsidiaries could be restrictddchvin turn could limit our ability to pay
dividends, repay debt and redeem or purchase sbfioes outstanding stock. A large operating lossharge against net capital could
adversely affect our ability to expand or even rt@mour present levels of business, which coulcetematerial adverse effect on our
business. In addition, we may become subject tecagtal requirements in foreign jurisdictions.

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

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

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

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

If we cannot deter employee misconduct, we mayavebd.

There have been a number of highly publicized casadving fraud or other misconduct by employeeshie financial services industry in
recent years, and we run the risk that employeeantbuct could occur. Misconduct by employees cauttiide hiding unauthorized or
unsuccessful activities from us. In either casis, tifpe of conduct could result in unknown and unaged risks or losses. Employee
misconduct could also involve the improper usearfficlential information, which could result in rdgtory sanctions and serious reputational
harm. It is not always possible to deter employé&eanduct, and the precautions we take to prevahtetect this activity may not be
effective in all cases.

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

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

o0 increase the regulatory net capital necessasygport our operations;

0 support more rapid growth in our business;

o develop new or enhanced services and products;

o respond to competitive pressures;

0 acquire complementary technologies;

0 enter into strategic alliances;

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

o respond to unanticipated requirements.

We cannot assure you that we will be able to olddititional financing when needed on terms thataoeptable, if at all.
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The market price of our Class A common stock magtélate and future sales of our shares could aglyesffect the market price of our Cli
A common stock.

The market price of our Class A common stock magtiiate widely, depending upon many factors, inolg@ur perceived prospects and the
prospects of the financial and other businesisttsiness marketplaces in general, differences legtwar actual financial and operating res
and those expected by investors and analysts, eBangnalysts' recommendations or projectionsoseaity, changes in general valuations
for Internet and e-commerce-related companies,gggim general economic or market conditions anddmarket fluctuations.

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

Although we and our directors, executive officemd aertain holders of our common stock and seesritbnvertible into or exercisable or
exchangeable for our common stock have agreed girsai certain "lock-up" agreements with the und#ens that we and they will not

offer, sell, contract to sell, pledge, grant anyiapto sell, or otherwise dispose of, directlyirdirectly, any shares of our common stock or
securities convertible into or exercisable or exgfeable for our common stock, subject to certageptions, for a period of 90 days after the
date of this prospectus without the prior writt@msent of UBS Warburg LLC, we and these personstmagleased of this obligation by
UBS Warburg LLC in its sole discretion in wholeiompart at any time with or without notice.

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

On June 9, 2001, approximately 2.65 million shafeSlass A common stock that have been distribtagzartners of Cantor as part of a
deferred stock distribution by Cantor will beconfigible for sale in the public market, subject mwme and manner of sale restrictions, u
Rule 144. Approximately 750,000 of these sharesabgect to a 90 day lock-up agreement with theenndters. In addition, we have issued
shares of our Class A common stock, warrants andertible preferred stock and have granted regdistraights in connection with certain
our strategic alliances. See "Certain transactions.

RISKS RELATED TO OUR RELATIONSHIP WITH CANTOR

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

Since inception, we have recognized substantidlligfaur revenues in connection with our relatibipswith Cantor. Consequently, any
events which adversely affect Cantor's businesgperating results could have a material adverszedin our most significant source of
revenues.

We are a general creditor of Cantor to the extesitthere are transaction revenues and systentededs owing to us from Cantor. Events
that adversely affect Cantor's financial positiod ability to remit our share of transaction revesniand system service fees could have a
material adverse effect on our revenues.
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Conflicts of interest and competition with Cantoayrarise.

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

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

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

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

Although Cantor has agreed, subject to certain itiong, not to compete with us in providing eleciimbrokerage services, Cantor is
currently engaged in securities transaction andrdthancial instruments execution and processperations and other activities that are
related to the electronic trading services we mtevDur Joint Services Agreement obligates us tfmpe technology support and other
services for Cantor at cost, whether or not relédealr electronic brokerage services, sets fdrthaingoing revenue sharing arrangements
between Cantor and us and subjects us and Camontcompetition obligations. The Joint Servicese®&gnent precludes us from entering
into lines of business in which Cantor now or i fbiture may engage, or providing, or assistingtairg party in providing, voice-assisted
brokerage services, clearance, settlement andirhefit services and related services, except uidéed circumstances. Although we
believe Cantor has no plans to form, acquire orroence any other operations similar to ours, thet érvices Agreement permits Cantor to
perform, in limited circumstances, electronic bnalge operations. In addition, the Joint ServiceszAment imposes limitations on our abi
to pursue strategic alliances, joint ventures,naasthips, business combinations, acquisitions anitbs transactions. Because the Joint
Services Agreement has a perpetual term, evereievént of a breach by one of the parties, and oiegrovide for modification under its
terms, this agreement may become burdensome fanaysdistract us from focusing on our internal epiens, may deter or discourage a
takeover of our company and may limit our abilityetxpand our operations.
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Because agreements between us and Cantor areeresthit of arm's-length negotiations, we may razwer commissions from, and pay
higher service fees to, Cantor than we would watpect to third party service providers.

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

Because we depend on services and access to ogeaasiets provided by third parties to Cantor, \ag not have recourse against those t
parties.

Many of the assets and services provided by Camider the terms of the Administrative Services g&gnent are leased or provided to Cau
by third- party vendors. As a result, in the evefre dispute between Cantor and a third-party venale could lose access to, or the right to
use, as applicable, office space, personnel, catpeervices and operating assets. In such awaseould have no recourse with respect to
the third-party vendor. Our inability to use thesevices and operating assets for any reasongdimgjiany termination of the Administrative
Services Agreement between us and Cantor or tleeagmts between Cantor and third-party vendorsgcesault in serious interruptions of
our operations.

Our reputation may be affected by actions take@agtor and entities that are related to Cantor.

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

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

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

or otherwise adversely affect us. See note 4 ohdtes to our consolidated financial statements.
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RISKS RELATED TO E-COMMERCE AND THE INTERNET
If electronic marketplaces do not continue to gres,will not be able to achieve our business objest

The success of our business plan depends on ditly &bicreate interactive electronic marketplafmsa wide range of products. Historically,
securities and commodities markets operated thropgh outcry formats which have recently begunetsumpplanted by new systems that
match buyers and sellers electronically. The enarggkets in which we participate through TradeSmgrérate through phone-based and
bulletinboard formats and have recently begun to transactrenically. The utilization of our products aservices depends on the contini
acceptance, adoption and growth of electronic mark#e cannot assure you that the growth and amceptof the use of electronic markets
will continue.

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

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

0 access Costs;

o inadequate network infrastructure;

0 security concerns;

o uncertainty of legal, regulatory and tax issumscerning the use of the Internet;
o concerns regarding ease of use, accessibilityeizdility;

o0 inconsistent quality of service; and

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

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

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

We expect the secure transmission of confidemntfarmation over public networks to be a criticarakent of our operations. Our networks
and those of our third-party service providersluding Cantor and associated clearing corporatiand,our clients may be vulnerable to
unauthorized access, computer viruses and otharigeproblems. Persons who circumvent securitysneas could wrongfully use our
information or cause interruptions or malfunctiam®ur operations, which could make our clientstaes to use our electronic marketplaces.
We may be required to expend significant resoutcgsotect against the threat of security breachés alleviate problems, including

21



Risk factors

reputational harm and litigation, caused by anybhes. Although we intend to continue to implenedtistrystandard security measures,
cannot assure you that those measures will becgrffi

RISKS RELATED TO OUR CAPITAL STRUCTURE

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

As of February 8, 2001, Cantor beneficially ownegraximately 95.2% of the combined voting poweabftlasses of our voting stock. As
long as Cantor beneficially owns a majority of tuenbined voting power of our common stock, it wadive the ability, without the consent of
the public stockholders, to elect all of the mershafrour board of directors and to control our nggamaent and affairs. In addition, it will be
able to determine the outcome of matters submittedvote of our stockholders for approval and balable to cause or prevent a change in
control of our company. In certain circumstanchks,ghares of our Class B common stock issued tto€apon consummation of the
formation transactions may be transferred withamversion to our Class A common stock.

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

Delaware law and our charter may make a takeoveun€ompany more difficult and dilute your peraage of ownership of our common
stock.

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

Delaware law may protect decisions of our boardictors that have a different effect on holddrewr Class A and Class B common stock.

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

Management will have discretion over the use oteeals we receive from this offering and may notthedunds in a manner that you would
approve.

We intend to use the majority of the net proceedseaeeive from this offering for (1) working capitand general corporate purposes,
including investment in hardware and software, satearketing and advertising and hiring of techggland other professionals and (2)
strategic investments or acquisitions. Pendingiegipbn of these uses, we intend to use the netegas to purchase short-term marketable
securities. Our management will have broad disznetiith respect to the use of these funds and ¢berishination of the timing of
expenditures. We cannot assure you that managemilense these funds in a manner that you wouldrepg or that the allocations will be in
the best interests of our stockholders.
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Forward-looking information

The information in this prospectus contains forwkaking statements within the meaning of Secti@A ®f the Securities Act and Section
21E of the Securities Exchange Act of 1934, as alménSuch statements are based upon current etipesttnat involve risks and
uncertainties. Any statements contained hereinarenhot statements of historical fact may be decimée forward-looking statements. For
example, words such as "may," "will," "should," tlegates," "predicts,” "potential,” "continue,” "ategy,” "believes," "anticipates,” "plans,"
"expects,” "intends" and similar expressions aterided to identify forward-looking statements. @atual results and the timing of certain
events may differ significantly from the resultsdissed in the forward-looking statements. Fatt@atsmight cause or contribute to such a
discrepancy include, but are not limited to, thdseussed elsewhere in this prospectus in theoseetititled "Risk factors."

Use of proceeds

We estimate that we will receive net proceeds (aféelucting underwriting discounts and commissiams estimated offering expenses) of
approximately $62.2 million from this offering assimg a public offering price of $25.125.

We intend to use the net proceeds of this offefimg1) working capital and general corporate pggs) including investment in hardware
software, sales, marketing and advertising anddpiof technology and other professionals and {Ategic investments or acquisitions.

We do not currently have any binding agreement v@spect to any acquisitions other than our ageeémith respect to Freedom
International Brokerage. See "Certain transactiofiseedom International Brokerage." The occurresfagnforeseen events, opportunities or
changed business conditions, however, could cau$e wse the net proceeds of this offering in amaaonther than as described in this
prospectus. Pending these uses, we intend to ithesiet proceeds we receive in short-term marletsdzurities. We will not receive any of
the proceeds from the sale of shares of our Classmmon stock by the selling stockholders.
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Price range of Class A common stock

Our Class A common stock was initially offeredte ppublic on December 10, 1999 at $22.00 per shanas traded since that date on the
Nasdaq National Market under the symbol "ESPD.'oligh February 23, 2001, the high and low sale®pffior our Class A common sto«
as reported by Nasdaq, were as follows:

High  Low
1999
Fourth Quarter (beginning December 10) ........... . ... $63.75 $30.00
2000
FirstQuarter .....oovevvvciiiiiiiieeeeees 89.88 36.50
Second QUArEr .....uvveeveeeeeeeee e 61.48 22.00
Third Quarter ........cccoeevvvviiiiiiiieeeeeees 49.25 20.00
Fourth Quarter .......cccovvvvvevveviineneeees 30.00 13.25
2001
First Quarter (through February 23, 2001) ........ ... 34.75 13.63

On February 23, 2001, the last reported closingepof our Class A common stock on the Nasdaq Naligiarket was $25.125 and there w
approximately 482 holders of record of our Classafnmon stock and two holders of record of our CBas®mmon stock.

Dividend policy

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

In the event we decide to declare dividends onconrmon stock in the future, such declaration wélldubject to the discretion of our boart
directors. Our board of directors may take intoomet such matters as general business conditiomginancial results, capital requirements,
contractual, legal and regulatory restrictionstom payment of dividends by us to our stockholdetsycour subsidiaries to us and any such
other factors as our board of directors may dedevaat.
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Capitalization
The following table sets forth as of December IR

o our actual capitalization; and

0 our capitalization on an as adjusted basis teaeboth the conversion by one of the selling lsbadders of 2,282,792 shares of our Class B
common stock into an equal number of shares ofxdass A common stock and the sale of the 2,50056@€es of our Class A common stock

offered by us hereby at an estimated public oftegrice of $25.125 per share after deducting eséchaffering expenses and underwriting
discounts and commissions payable by us.

This information is qualified by, and should bedéa conjunction with, our consolidated financitdtements and the notes thereto beginning
on page F-1.

As of December 31, 2000

Actual As adjusted

Cash and cash equivalents ....................... $122,163,712 $184,412,618

Stockholders' equity:

Preferred stock, par value $0.01 per share;

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

issued and outstanding, actual; and 8,000,000

shares issued and outstanding, as adjusted .... 80,000 80,000
Class A common stock, par value $0.01 per

share; 200,000,000 shares authorized, 16,342,202

shares issued and outstanding, actual; and

21,259,994 shares issued and outstanding, as

adjusted .....ocoeeiiiii e 163,422 212,600
Class B common stock, par value $0.01 per

share; 100,000,000 shares authorized, 35,520,480

issued and outstanding, actual; and

33,237,688 shares issued and outstanding, as

adjusted ......coeeiiiii e 355,205 332,377
Additional paid-in capital ...................... 205,908,024
Subscription receivable(1) . (1,250,000) (1,250,000)
Accumulated deficCit ..........cccceeeriiiniennn. (72,998,898) (72,998,898)

Total stockholders' equity .................. $132,257,753 $194,506,659

Total capitalization ...............c....... $132,257,753 $194,506,659

(1) Represents interest-bearing promissory nogegeis by certain employees and stockholders of MBkchange for 28,374 restricted shares
of our Class A common stock that were granted éonthSee "Certain transactions - Municipal Parthers.
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Selected financial data

In the table below, we provide you with our selddtéstorical financial data. We have prepared skesement of operations and statement of
financial condition data using our consolidatedfinial statements for the period from March 10,91@0December 31, 1999 and the year
ended December 31, 2000. The consolidated finastgtments for these periods were audited by Del&iTouche LLP, independent
auditors. The following selected financial dataiddde read in conjunction with "Management's disgon and analysis of financial condit
and results of operations" and our consolidateghiiial statements and the notes thereto beginminpge F-1.

For the per iod from
March 10, 1999to For the year ended
Statement of operations data: December 3 1,1999 December 31, 2000
(in thousa nds, except per share data)
Total revenues ..........cceee.. $38,1 89 $118,931
Expenses:
Compensation and employee benefits 21,5 02 53,963
Occupancy and equipment .......... 10,2 93 21,561
Professional and consulting fees .. 51 49 13,036
Communications and client networks 3,3 55 4,589
Marketing ..........oooevevnnnene -- 8,285
Fulfillment services fees ......... 3,5 28 27,904
Administrative fees paid to
affiliates ......c.ccoccveeeene 1,6 62 6,524
Non-cash business partner
securities(1) ........oeeenenes -- 33,391
Options granted to Cantor
employees(2) .....ccocceeeeuenen. 2,8 50 -
Other ..o, 2,6 49 9,684
Total operating expenses .......... 50,9 88 178,937
Loss before (benefit) provision for
income taxes ........cccceeeenn. (12,7 99) (60,006)
Income tax (benefit) provision ..... (2 12) 406
Net 10SS v, (12,5 87) (60,412)

share ....cccooeeeveiieinens $(0. 28) $(1.17)

Weighted average shares of common
stock outstanding ................ 44,4 95 51,483

Statement of financial condition: Actual As adjusted(3)

(in thousands)
Cash and cash equivalents .... $122,164 $184,413
Total assets ........ccoceveervveeennne 155,122 217,371
Total liabilities ...........cccceeeeee 22,864 22,864
Total stockholders' equity ...........cccuveeenne 132,258 194,507

(1) Includes (i) warrants to purchase 666,666 shafeur Class A common stock at an exercise @i&385.20 per share issued by us to each
of Dynegy and Williams, as a result of which weareled a non-cash charge against earnings of $23@®%o reflect the value of the
warrants; (i) 28,374 shares of Class A commonlsisgued by us to the shareholders of MPI in cotimeevith Cantor's acquisition of MPI's
brokerage business, as a result of which we redaaideoneash charge against earnings of $1,350,000 tactefle value of the stock; and (
8,000,000 shares of convertible preferred stoadkeidsy us in connection with our investment in B@plark, as a result of which we recorded
a non-cash charge against earnings of $2,235,2@flézt the value of 80,000 shares of our Clag®mon stock issuable upon conversion

of the preferred stock if none of certain reverargéts are met. See "Certain transactions - Wiliamd Dynegy", "- Municipal Partners" and
"- TradeSpark."

(2) Represents a one-time, non-cash charge dygtitmayrants we made to Cantor employees and auttans exercisable at our initial public
offering price of $22.00 per share.

(3) Reflects (i) the sale of the 2,500,000 shafemio Class A common stock offered by us herebgna¢stimated public offering price of
$25.125 per share, after deducting underwritingalists and commissions and estimated offering esqgepayable by us; and (i) the
proceeds to us from the exercise of warrants tolfage shares of Class A common stock by two of¢limg stockholders in connection with
this offering.
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Management's discussion and analysis of
financial condition and results of operations

The following discussion contains forward-lookirtgtements that involve risks and uncertainties. &itmal results could differ materially
from those anticipated in these forward-lookingestzents as a result of certain factors, includimasé set forth in "Risk factors" and
elsewhere in this prospectus. The following disimrsss qualified in its entirety by, and shouldead in conjunction with, our consolidated
financial statements and the notes thereto, whidfinbon page F-1.

OVERVIEW

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

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

As of December 31, 2000, we had a cumulative rest &6 $73.0 million. This loss primarily resultedrh expenditures on our technology and
infrastructure incurred in building our revenueédasd from non-cash charges incurred in conneetitinthe issuance of business partner
securities. We expect that we will continue to inlmsses and generate negative cash flow from tipasafor at least the first half of 2001 as
we continue to develop our systems and infrastracnd expand our brand recognition and client baeeigh increased marketing efforts
light of the rapidly changing nature of our busmesd the fact that our 1999 operations began aehMED, 1999, we believe that period-to-
period comparisons of our operating results witl mecessarily be meaningful and should not bedelfgn as an indication of future
performance.

We operate interactive electronic marketplacesliardse customized real- time software solutionguoclients. In general, we receive
transaction fees based on a percentage of thevédige of products traded through our system. Prisduey be traded on a fully electronic
basis, electronically through a voice broker, @ epen outcry with prices displayed on data scréatesreceive different fees for these
different system utilizations. Additionally, we egee revenues from licensing software and provideahnology support.

We have entered into a Joint Services Agreemeiht @atntor under which we and Cantor agreed to coléb to provide brokerage and
related services to clients in multiple electromiarkets for transactions in securities and othedypets. Under the Joint Services Agreement,
we are responsible for providing electronic brogeraervices, and Cantor provides voice-assistdtebage services, fulfillment services,
such as clearance and settlement, and relatedssgyguch as credit risk management services,igherd client suitability and regulatory
compliance, sales positioning of products and o¢leevices customary to marketplace intermediaryasmss. Under this agreement, we and
Cantor share revenues derived from transactioesteff in the marketplaces in which we collaboraté@ther specified markets. The amount
of the service fee and the portion of the transaatevenues that we and Cantor receive are bassevenal factors, including whether: (1) the
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marketplace is one in which we collaborate with ©8gr(2) the transaction is fully electronic or @Ganprovides voice-assisted brokerage
services; (3) the product traded is a financiatpat; and (4) the product is traded on the CankmhBnge(SM). The percentage of the
transaction revenues we receive ranges from 2.520@66. However, in general, we receive 100% ofthesaction revenues for fully
electronic transactions, paying to Cantor fulfillmservices fees equal to 35% (20% if the prodsitittided on the Cantor Exchange(SM)) of
the transaction revenues and Cantor receives 10@& transaction revenues for voiassisted brokerage transactions, paying to us e
transaction revenues. In addition, if the transadirelate to a gaming business, we receive aceefee equal to 25% of the net trading
revenues. We have agreed to provide to Cantor téoty support services at cost.

We have also entered into a services agreemenfTnattie Spark pursuant to which we provide the teldgyoinfrastructure for the
transactional and technology related elementseofiladeSpark energy marketplace as well as cesthér services in exchange for specified
percentages of transaction revenues from the npdoet. If a transaction is fully electronic, wee® 100% of the aggregate transaction
revenues and pay to TradeSpark a fulfilment ses/fee equal to 35% of the transaction revenuegemeral, if TradeSpark provides voice-
assisted brokerage services with respect to aacting, then we receive 35% of the revenues andeBpark receives 65% of the revenues.

We are pursuing an aggressive strategy to convest of Cantor's financial marketplace productsuoespeed(SM) system and, with the
assistance of Cantor, to continue to create newketaand convert new clients to our eSpeed(SMErysThe process of converting these
marketplaces includes modifying existing tradingteys to allow for transactions to be entered tiréiom a client location, signing an
agreement with the client, installing the hardweme software at the client location and establglcimmmunication lines between us and the
client. Other than Cantor, no client of ours acaedrfor more than 10% of our transaction reventm® four date of inception through
December 31, 2000.

RESULTS OF OPERATIONS
For the period from March 10, 1999 through Decendier1999 and the year ended December 31, 2000
Revenues

Period from March 10,
1999 (date of
commencement of

operations) to Percentage of Year ended Percentage of
December 31, 1999  total revenues Decem ber 31, 2000 total revenues
(in thousands) (in thousands)
Transaction Revenues:
Fully electronic transactions .................... $10,080 26.4% $ 80,597 67.8%
Voice-assisted brokerage transactions ............ 11,777 30.8 15,144 12.7
Screen assisted open outcry transactions ......... 3,525 9.2 2,450 2.1
Total transaction revenues .................. 25,382 66.4 98,191 82.6
System services and licensing fees ............... 12,459 32.7 12,399 104
Interest iNCOMe ...........coccevvviiiciinine 348 0.9 8,341 7.0
Total revenues ..........ccceevvviieinnne $38,189 100.0% $ 118,931 100.0%
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Transaction revenues

For the year ended December 31, 2000, we earne@ $8Bion in transaction revenues, a 287% increags transaction revenues of $25.4
million for the period from March 10, 1999 to Dedaen 31, 1999. The growth in these revenues wabuatible to the continued roll out of
electronic marketplaces and an increase in the ruofixlients electronically trading through oupe8d(SM) system, as well as the fact that
we operated for a full 12-month period in 2000.04$ecember 31, 2000, we had converted 43 prodacketplaces to our eSpeed(SM)
system.

Our revenues are currently highly dependent orstetion volume in the fixed income markets glohagcordingly, among other things,
equity market volatility, economic and politicalratitions in the United States and elsewhere intbed, concerns over inflation, institutior
and consumer confidence levels, the availabilitgagh for investment by mutual funds and other egale and retail investors, fluctuating
interest and exchange rates and legislative andategy changes may have an impact on our volunteaabactions. It is anticipated that as
new marketplaces are converted to our eSpeed(SdBrayand additional clients utilize our eSpeed(Sitem, more of our income will be
generated from marketplaces around the world.

System services and licensing fees

System services fees and licensing fees for thegreded December 31, 2000 were $12.4 million. Thimpares with system services fees for
the period from March 10, 1999 to December 31, 189R12.5 million. We had no licensing fees in 1986r the year ended December 31,
2000, system services fees decreased as a resultemfrease in traditional brokerage support aadniigration to fully electronic transactions.
As a percentage of revenues, system services @msing fees decreased from 32.6% for the perad larch 10, 1999 to December 31,
1999 to 10.4% for the year ended December 31, a8G0result of our increased transaction reveMiesanticipate that as we license our
software to additional market participants, ouraraves from system services and licensing feegvall.

Interest income

For the year ended December 31, 2000, we gendragzdst income from overnight reverse repurchgseeaments of $8.3 million, at a
weighted average interest rate of 6.3%, as comparegderest income of $0.3 million for the periisdm March 10, 1999 to December 31,
1999. This increase primarily reflects the fact tlva received the net proceeds from our initialljputffering on December 15, 1999.

30



Management's discussion and analysis of finanociadlition and results of operations

Expenses
Period from March 10,
1999 (da te of
commencem ent of
operation s) to Year ended
December 3 1,1999 December 31, 2000

(in thousands)

Compensation and employee benefits $21,5 02 $ 53,963
Occupancy and equipment ........... 10,2 93 21,561
Professional and consulting fees .. 51 49 13,036
Communications and client networks 3,3 55 4,589
Marketing ........cocoeeeeennnne -- 8,285
Fulfillment services fee .......... 3,5 28 27,904
Administrative fees paid to

affiliates .......ccccoeeveeenne 1,6 62 6,524
Options granted to Cantor

employees ........coccceeeennns 2,8 50 -
Non-cash business partner

SECUILIES .evvvveviieeeerines -- 33,391
Other ....ocoovveiiieiiieie 2,6 49 9,684
Total operating expenses .......... $50,9 88 $178,937

Compensation and employee benefits

At December 31, 2000, we had 493 professionaleapared to 331 professionals at December 31, 188%he year ended December 31,
2000, our compensation costs were $54.0 milliocomspared to compensation costs of $21.5 milliortHierperiod from March 10, 1999 to
December 31, 1999, a 151.0% increase, principaig/td our increased number of employees. We contimibelieve that we have establis
a core level of personnel to develop new electramcketplaces and maintain the existing infrastngctve have established. Accordingly,

while we will continue to add personnel, we estienatir compensation costs will increase at more stadées.

Occupancy and equipment

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

Professional and consulting fees

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

Communications and client networks

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

Marketing expenses

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

Fulfillment services fees

Under various services agreements that we haveeeht®e are required to pay fulfilment servicessfef 20% or 35%, depending on the t

of transaction, of commissions paid by clientsteslao fully electronic transactions. For the yeaded December 31, 2000, these costs were
$27.9 million as compared to fulfillment servicee$ of $3.5 million for the period from March 1899 to December 31, 1999, an increas
690.9%. This increase was due to the increased auaflfully electronic transactions processed tijtoaur eSpeed(SM) system. As we
continue to sign up new clients and the volumeusfibess processed in the fully electronic brokerdgmnel increases, this expense will
increase commensurately with our transaction reeetwt will not increase with respect to our sofenécensing revenues.

Administrative fees paid to affiliates

Administrative fees paid to affiliates amounted&5 million for the year ended December 31, 20906anpared to administrative fees of
$1.7 million for the period from March 10, 1999Recember 31, 1999, an increase of 292.5%. Admatise fees increased as we expanded
our business. As we continue to expand our busielssinistrative fees will likely also increase.

Non-cash business partner securities

As a result of the issuance by us of warrants tahase 666,666 shares of our Class A common stoe&dh of Dynegy and Williams, we
recorded a non-cash charge against earnings o8 $28ion to reflect the value of the warrants.

As a result of the issuance by us of 28,374 shafrear Class A common stock to the shareholdefd®F, we recorded a non-cash charge
against earnings of $1.4 million to reflect theueabf the stock.

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

We have agreed to issue warrants to purchase 4D6t@0es of our Class A common stock in conneatitimthe Freedom transaction.
Accordingly, we currently expect to record a onmedinon-cash charge of approximately $3,600,00@samting the value of the warrants
upon the closing of the transaction which we ap#te will occur in the first quarter of 2001.
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Other expenses

Other expenses consist primarily of recruitmensféavel, promotional and entertainment expenegufFor the year ended December 31,
2000, other expenses were $9.7 million as comparether expenses of $2.6 million for the periazhirMarch 10, 1999 to December 31,
1999, an increase of 266.0%, primarily due to angase in recruitment fees.

Net Loss

Excluding non-cash charges for business partnerisies, our net loss was $27.0 million for the yeaded December 31, 2000 as compared
to a net loss of $12.6 million for the period frdfarch 10, 1999 to December 31, 1999. Includingribie-cash charges, we incurred a net loss
of $60.4 million for the year ended December 31)®8s compared to a net loss of $12.6 million ierperiod from March 10, 1999 to
December 31, 1999. Other than the non-cash chatgeksses primarily resulted from expenditure®ontechnology and infrastructure
incurred in building our revenue base. We expeat we will continue to incur losses and generagatiee cash flow from operations for at
least the first half of 2001 as we continue to dgyeur systems and infrastructure and expand @mdorecognition and client base through
increased marketing efforts. In light of the rapidhanging nature of our business and our limijgerating history, we believe that period-to-
period comparisons of our operating results witl mecessarily be meaningful and should not bedel@on as an indication of future
performance.
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QUARTERLY RESULTS OF OPERATIONS

The following table sets forth, by quarter, statatredf operations data for the period from March 1999 (date of commencement of
operations) to December 31, 2000. Results of angpgare not necessarily indicative of resultsddull year.

1 999 2000
Quarter ended Qu arter ended
March 10t0 -----—----—- e . e
March 26 June 25 S eptember 24 December 31  March 31 June 30 September 30 December 31
Revenues: (in thousands)
Transaction Revenues:
Fully electronic
transactions .......... $ 77 $1,153 $2,591 $6,259 $14,502 $20,413 $ 19,989 $25,692
Voice-assisted
brokerage
transactions....... 665 3,900 3,817 3,395 3,861 3,370 3,481 4,432
Screen assisted open
outcry transactions 380 1,377 1,075 693 883 689 487 392
Total
transaction
revenues ..... 1,122 6,430 7,483 10,347 19,246 24,472 23,957 30,516
System services and
licensing fees ....... 826 4,139 4,139 3,355 3,161 3,101 3,101 3,036
Interest income ....... - -- - 348 1,843 2,086 2,316 2,096
Total revenues.. 1,948 10,569 11,622 14,050 24,250 29,659 29,374 35,648
Expenses:
Compensation and
employee benefits ... 1,268 6,403 7,034 6,797 11,338 14,440 14,004 14,181
Occupancy and
equipment ........... 676 2,855 3,102 3,660 4,700 4,956 5,790 6,115
Professional and
consulting fees ...... 186 1,596 1,833 1,534 2,458 3,300 2,815 4,463
Communications and
client networks ..... 221 1,103 1,122 909 840 1,010 1,209 1,530
Marketing ............ -- - - -- 1,129 3,670 2,106 1,380
Fulfillment services
fees .o 27 404 907 2,190 5,076 7,157 6,882 8,789
Administrative fees
paid to affiliates .. 94 461 511 596 1,604 1,708 1,527 1,685
Non-cash business
partner securities .. - - - - 29,805 3,586 -
Options granted to
Cantor employees ...... - - - 2,850 -- - - -
Other .....ccceue.. 15 500 607 1,527 1,938 2,533 2,654 2,559
Total expenses.. 2,487 13,322 15,116 20,063 29,083 68,579 40,573 40,702
Loss before benefit
for income taxes ...... $(539) $(2,753) $(3,494) $(6,013)  $(4,833) $(38,920) $(11,199)  $(5,054)

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

LIQUIDITY AND CAPITAL RESOURCES

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

Our operating cash flows consist of transactiorenexes and system services fees, various feesgaidcbsts reimbursed to Cantor, other
costs paid directly by us and investment incométsleapacity as
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a fulfillment service provider, Cantor processed aettles transactions and, as such, collects ay&lthe funds necessary to clear transactions
with the counterparty. In doing so, Cantor receivesportion of the transaction fee and, in accocgawith the Joint Services Agreement,
remits the gross amount owed to us. In additionhaxe entered into a similar services agreemeint witdeSpark and expect to enter into a
services agreement with Freedom upon the closinlgadftransaction. Under the Administrative Sersiégreement and the Joint Services
Agreement, any net receivable or payable is settledthly, at the discretion of the parties.

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

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

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

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

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

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

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

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

Our eSpeed(SM) system is accessible to our cli@pthrough our proprietary application programmintgrface, or API, our dedicated front-
end software application, (2) via the Internet thylo a browser interface or Java applet and

(3) through front-end trading systems developethbyl-party software companies. Our system runkagye-scale hardware located in three
data centers located in the U.S. and Europe adidtisbuted either over our global network or Vi@ internet through links to multiple, global
Internet service providers.

Additionally, our system operates a fully regulaté®. futures exchange currently known as the Gditohange(SM). This exchange is the
first fully electronic futures exchange in the UaBd serves as our platform for the electronicitigadf a broad range of futures contracts
globally. The New York Board of Trade, throughstsbsidiaries, provides clearing and regulatoryises/and we provide electronic execu
and related services for the Cantor Exchange(SMixebtly, the Cantor Exchange(SM) has obtainedletégry authority to operate in the
United Kingdom, Denmark, Finland, France, Hong Kdngland, Italy, Japan, Norway, Portugal and ghéiGerman states.

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

0 eSpeed Markets(SM) is a full service solution borimg all of our proprietary software and our gdbhigh-speed private network. eSpeed
Markets(SM) currently operates in some of the larg@d most complex marketplaces, and is designbd extendible to any multiple buyer,
multiple seller marketplace. eSpeed Web Markets(8if&ys the core features of eSpeed Markets(SMutlin a complete Internet-only
distribution channel.

0 eSpeed Private Label(SM) provides a completeoouted solution to our clients to enable them siritiute their branded products to their
customers through online offerings, auctions, idtig private and reverse auctions, and requestriote capabilities.

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

36



Business

Our objective is to be the world's leading providéimteractive electronic marketplaces and rela@ftivare solutions. We believe that the
scalability and extendibility of our eSpeed(SM)tswf products enable us to introduce new markedsdéstribute products and services more
quickly, cost effectively and seamlessly than campetitors.

OUR INDUSTRY

Historically, the trading of products has beenrgfficient process. Buying, selling or trading sityi is traditionally effected through either
(1) a central physical location, like a tradinggitauction house, where market participants hasetess the market through this central
location, (2) a broker or bilateral arrangementweitbuyer or seller or (3) several layers of middta and salesmen who assist in handling
orders. Each of these approaches is people andrteresive, which adds to the direct and indirexdt®f the product bought or sold.

Additional inefficiencies with transaction executimclude lack of real-time price information, sirdiparate groups of interested buyers and
sellers, limited liquidity and problems associatéth executing trades as market prices change. é&® fmansactions occur and participants
extend credit to each other, there are added tisketh buyers and sellers because of the lacktiisticated risk management tools. Also,
after a buy or sell order is executed, there ageattditional tasks of recording, accounting, tragkdelivering and financially settling the
transaction. Each of these tasks, if done manuzdly,add potential cost and error to the processidisional participants or systems enter the
transaction cycle.

Electronic marketplaces have emerged as effecteensiof conducting business-to-business transactiomn electronic marketplace,

substantially all of the participants' actions fa@litated through an electronic medium, such psiate electronic network or over the

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

channels as an efficient means of distributiorhefrtproducts to their customers.

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

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

OUR SOLUTION

Our electronic marketplace end-to-end solutionudek real-time and auction- based transaction psawg, credit and risk management tools
and back-end processing and billing systems, akssible through our global privately managed lsgbed data network and over the
Internet. Because of the scale and adaptabiliguofsystem, our eSpeed(SM) products have applitaticross a broad range of companies,
industries and vertical marketplaces, including baginess-to-business marketplace involving mdtiplyers and multiple sellers. In
addition, we license our software to provide a clatgpoutsourced solution to our clients enablirenitto distribute their branded products to
their customers through online offerings and ausjancluding private and reverse auctions, and
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request-for-quote capabilities. Our products enaideket participants to transact business instatasly, more effectively and at lower cost.
Our eSpeed(SM) system

[Graphic depicts our solution as a continuous eiwith text describing our software.]

OUR TECHNOLOGY PLATFORM

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

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

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

o client interfaces ranging from Windows, Java, MNbur proprietary static library APl and propristavendor access; and

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

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

Our eSpeed(SM) system contains a proprietary habsaoke digital network. This network uses Ciscet&yms' network architecture and is
operated by Cisco-certified engineers. Our netwdnigh- speed points of presence comprise the rbaginess centers of the world,

including New York, London, Tokyo, Frankfurt, Pardilan, Chicago, Los Angeles and Toronto. Altogetlwe manage 22 hubs linked by
over 50,000 miles of cable, over 1,000 Cisco nekvamvices and more than 450 high capacity Sun ssg®eers and Compaq Alpha super
servers located in three data centers in New Yilaskdon and Rochelle Park, New Jersey. The redurstardture of our system provides
multiple backup paths and re-routing of data tramsion if one spoke of a hub fails. We believe \perate one of the largest and most robust
interactive trading network distribution systemsreutly in operation.

[Graphic is a map of our global private network.]
Private network connects 22 global hub cities tolly redundant data centers and connects to ttezriat via 8 Internet service providers

Our distribution system accepts orders and postimgjantaneously and distributes responses, génerad00 milliseconds. We estimate that
our network is currently running at approximateb?d of capacity.

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

Transaction processing software

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

eSpeed(SM) transaction engines

Our auction and transaction engines use
Interactive Matching(SM), our proprietary rules-bdsnethod, to process in excess of 150 transagtiensecond per auction,
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instrument or product. These engines were develtpsdpport trading in the largest capital markethe world, such as government bonds
and futures contracts, and the more diverse, fratgdeand database intensive markets, such as WrScipal bonds (with over 1.7 million
different issues), corporate bonds and Eurobonlsséd transaction engines are designed to be mahdditexible to allow modification in
order to apply them to other markets and auctipegyIn Europe, for example, we have added a coemtdhat allows us to process
transactions and auctions in multiple currenciesufaneously. Our transaction engines have embeskeladtity features and an added
messaging layer to provide security from unautteatiase. In addition, we use encryption to protectatients that transact business over the
Internet.

We believe our marketplace expertise and rulesebsggtems provide incentives for clients to actiy@rticipate in our marketplaces. For
example, Interactive Matching(SM) provides inceesito participate in our marketplaces by encougpgarticipants to expose their orders to
the market. In standard auctions, the incentiferiparticipants to wait until the last moment take a bid or offer. Our priority rules
encourage trading activity by giving the last sissfel active participant a time-based right oftfiefusal on the next sale or purchase. In
addition, in many markets we have structured oiging policy to provide incentives. The party tipabvides auction products for the market
or creates liquidity (by inputting a price to buysell) pays less commission (or no commission) tha participant that consummates the
trade by acting on that price. With our pricingipigls and proprietary priority rules, our systendésigned to increase activity and to draw
participants into the market. This proprietary sabmsed system is adaptable and, as part of oimdsgsstrategy, we intend to apply it across
other non-financial markets for multiple produatsiservices.

eSpeed Credit Master(SM) - credit and risk managesyestems

Our credit and risk management systems are criticle operation of our electronic marketplacdsese systems (1) continuously monitor
trades of our clients to help prevent them fromeexiing their credit limits, (2) automatically prevéurther trading once a client has reached
a pre-determined credit limit, and (3) evaluat@sections and calculate both individual positiond Ask exposure across various products
and credit limits. Our proprietary credit and risnagement systems can also be made available ghodmal clients to enable them to
monitor the position of their traders and are irdbgd with our private label systems so our glatiahts can monitor the credit of their
customers who transact directly with them onlinlee3e systems store client data relevant to craditiak management, such as financial
statements, credit documents, contacts and intaradyses. These systems also enable our cliemake our electronic marketplaces
available to their customers while maintaining cohof their customers' trading activity and risk.

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

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

eSpeed(SM) pricing engines and analytics

We have developed a number of analytical softwamstthat permit us to price products that tradegs liquid markets and for which curr
pricing information is not readily available. Fotaenple, our MOLE(SM)system (Multiple Order Link Eng) is a computer application that
enables us to link multiple markets, offer pricad areate and enhance marketplaces for produdthdka limited liquidity. In the Financial
Vertical, MOLE(SM) currently uses data from exigticash and futures markets to calculate pricingréorsactions where no market prices
currently
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exist, thereby facilitating liquidity. These multariable trades are extremely difficult to exedateoicebased markets due to their comple
and the slow speed of manual execution.

eSpeed(SM) middle and back-office applications

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

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

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

o through the Web via a browser, or using a dowdd¢dalava application or dedicated proprietary so#vapplication via the Internet, both
for wholesale clients and for retail clients whatjdpate in our marketplaces; and

o through software developed in alliances withdtparty independent software vendors.
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eSPEED(SM) PRODUCTS

We market our services through the following thpeeducts: eSpeed Markets(SM), eSpeed Private Lald@land eSpeed Online(SM). The
following table shows the characteristics of our#products:

[Graphic is a table of the three products we maaketincludes text about the products.]
eSpeed Markets(SM)

eSpeed Markets(SM) is a full service solution carimg all of our proprietary software and our globajh-speed private network. eSpeed
Markets(SM) currently operates in some of the larg@d most complex marketplaces, and is designbd extendible to any multiple buyer,
multiple seller marketplace. eSpeed Web Markets(8#f&ys the core features of eSpeed Markets(SM) witomplete Internet-only
distribution channel.

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

Financial Vertical

Wholesale fixed income. The global fixed income keais the largest financial market in the worltieTBond Market Association estimates
that in the U.S. alone, as of the second quart2060, there were over $15 trillion of fixed incoserurities outstanding with over $360
billion of volume traded daily. In the U.S. Treagsecurities market, there is reported to be 02€0%billion a day in trading just among the
primary dealers and their clients. In Europe, Asid the emerging markets, there were approxim&tEytrillion of fixed income securities
outstanding at December 31, 1999. In Europe, thation of the Euro has manifested a market secolydt@ the U.S. in breadth. In Asia, the
Japanese government bond market grew 44.6%, frogntfion outstanding in 1997 to $4.1 trillion mianding in 1999. The global market
for interest rate swaps, interest rate optionscamcency swaps had over $60 trillion in notionadueaoutstanding as of June 2000.
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Foreign exchange. The trading of currencies imalhetary pairs represents the largest trading velomarket in the world. The Bank for
International Settlements estimates the daily velduraded in the foreign exchange markets to haga B&.97 trillion in 1999.

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

Limitations of the traditional financial market

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

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

o difficulty in implementing program trading, espaly programs designed to automatically and siamdiously execute multiple trades in
different, but related products;

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

The Financial Vertical includes many of Cantortgést marketplaces, including U.S. Treasury anth@gsecurities, European, Japanese,
Canadian and emerging market sovereign bonds,dudsglobal corporate bonds, mortgage-backed seynihunicipal bonds, interest rate
swaps and options, futures, options, repos and rasles. Cantor is a major facilitator and, in earases, provider of liquidity in numerous
financial products through its offices in the U.Sanada, Europe and Asia. Our eSpeed Markets(Sddupt provides the only way to
electronically access Cantor's marketplaces. Tharfeial Vertical will also include Freedom's maptates upon the closing of the Freedom
transaction.

Our private electronic network for wholesale finmhoarkets is connected to most of the largestrfaial institutions worldwide. We have
installed in the offices of our existing client kathe technology infrastructure necessary to pioprice information and trade execution on
an instantaneous basis in a broad range of sexuatid financial instruments. We believe our eSBMiisuite of products enables us to
introduce and distribute a broad mix of financiedgucts and services quickly, efficiently and atéo cost.

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

Energy Vertical

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

TradeSpark unites our technology platform, accessedboth a private global network and the Intgrard our partners' in-depth energy
market knowledge and liquidity to bring speed, reity, efficiency and technological leadershiglie energy trading market.

Since inception, over 120 companies, including nobslhe major energy trading firms in North Ameritave traded using TradeSpark. We
effected over 12,500 transactions comprising odér ldllion of transaction volume since TradeSpairkteption. Gas Daily reports that the
TradeSpark partners, together with Dynegy and Bwitdraded approximately 32.8 billion cubic feetattural gas per day and Power Mar!
Week reports that these companies traded 403 mifliegawatt hours of electricity during 2000. Thesmpanies estimate they traded
roughly 20% of all gas and power traded in Northekita during the last quarter of 2000. ForresteselRech predicts that, by 2004, online
sales of natural gas will total $166 billion, regeating 25% of all natural gas sales, and onlitessz electricity will total $101 billion, or
11% of all electricity sales.

Limitations affecting the traditional energy market

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

Our Energy Vertical solution

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

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

44



Business
eSpeed Private Label(SM)

eSpeed Private Label(SM) provides a complete outedusolution to our clients, enabling them tordisite their branded products to their
customers through online offerings and auctiondugiing private and reverse auctions, and requesiiiote capabilities. Our eSpeed Private
Label(SM) product takes advantage of the scalgbfléxibility and functionality of our eSpeed(SMystem to allow our clients to quickly
create online connectivity to their customers.

We have signed private label agreements with \&sibarkets, Sanwa Securities and the Federal Horaa Bank. Visible Markets is the fir
browser-based auction marketplace for mortgagedshskcurities, asset-backed securities and invesignade corporate bonds. eSpeed
Private Label(SM) will supplement Visible Marke¢xisting online, auction-based marketplace for liggsd fixed income products. Sanwa
Securities is the securities subsidiary of SanwakBane of the largest financial institutions ipda. We expect that the first product that
Sanwa will transact with its customers through r@ad- time technology platform will be Japanese govemmnb@nds. The Federal Home L«
Bank is a U.S. Government sponsored enterpris@aadf the largest issuers in the global short-teggurities market. Our electronic
auction- based technology will power the Federahidd oan Bank's primary discount note auctions.

eSpeed Online(SM)

eSpeed Online(SM) provides retail-based e-commeusmesses with online access to wholesale magétipants. It enables these online
businesses to offer their customers access toietywarf markets that are traditionally availabldyoto institutional investors and wholesalers.
eSpeed Online(SM) also links to middle and backeefystems, providing a complete end-to-end retdiltion for trade execution, risk
management, processing and billing. To date, we Baned agreements with 13 online brokers, inolgd&iB Watley, Bondpage.com,
Charles Schwab, Firstrade Securities, MostActias,dVIr. Stock, Muriel Siebert, myTrack, Scot Tra8etton Online, The Net Investor,
Tradescape and WebStreet Securities. On Januafp2, Charles Schwab & Co. introduced U.S. Treaswand Agency securities to its
customer base through eSpeed Online(SM).

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

OUR GROWTH STRATEGY

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

Expand system functionality and develop new prosisatftware and services for our existing finanaiad energy markets.

We plan to continue to expand the types of findnei@ergy and other products traded in our markegs both in the United States and
abroad. Our goal is to include in our electroniakegplaces the full range of products, including
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futures, options and other derivatives of theselpets, that are currently traded in today's manketddwide. In addition, we plan to develop
software and services to add new methods to dffeesactions in these products. We expect thatraditional client base will begin to trade
new products as we develop electronic marketpliorebem, and we intend to continue to converttéxisclients to our fully electronic
platform.

Leverage our eSpeed(SM) system for use in a widgeraf additional business- to-business marketsrahgtries.

Because of the scale of our system and its eaazdagitability, we believe our eSpeed(SM) systenmalpadications across a broad range of
products, including Interndiased marketplaces for a wide array of goods amites, particularly those involving multiple bugeand seller:
As evidenced by the formation of TradeSpark, wenak positioned to leverage the significant castd efforts that have been incurred
developing our eSpeed(SM) system to quickly creletronic markets in a wide range of products.pjlée to serve additional marketplaces,
including global energy, bandwidth, telecommunizasi, chemicals, electronic components, metals #rat snarkets that can benefit from
more efficient, centralized, electronic tradingifities.

License our software to provide a broad range aketgarticipants with an outsourced solution foliree distribution of their products.

We provide a complete outsourced solution to oients$ to enable them to distribute their brandextipcts to their customers through online
offerings, auctions, including private and reveasetions, and request-for-quote capabilities. Welsadedicated sales force that focuses on
licensing our software solutions to existing and/roéients.

Pursue strategic alliances and acquisitions.

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

OUR CLIENTS

Our clients in the Financial Vertical include ban#iealers, brokers and other wholesale marketgiaatits, over 500 of which currently
participate in our electronic marketplaces, inahgdihe 25 largest bond trading firms in the wodsljdentified by Euromoney Magazine. Our
clients in the Energy Vertical include energy tragicompanies, utilities and other wholesale mapketicipants, over 120 of which currently
participate in our electronic marketplace, inclygdieading North American energy trading companies.

We are providing wholesale and retail investoreasdo the electronic marketplaces and brokerdgedeservices supported by our eSpeed
(SM) system. We expect that a significant portibour clients who use brokers will migrate to fuliectronic access over the coming years.
We also expect to add clients for our eSpeed Rrikabel(SM) product from a wide variety of industi We further intend to provide third
parties with the infrastructure, including systesmsninistration, internal network support and ogerst and disaster recovery services, that is
critical to providing fully electronic marketplacasa wide variety of products. Other than Cantar client of ours accounts for more than
10% of our revenues.

SALES, MARKETING AND CORPORATE DEVELOPMENT

We promote our electronic marketplaces and sent@esir existing and prospective clients througiombination of sales, marketing and co-
marketing campaigns. We leverage our client rehatiips through a variety of direct marketing anldsanitiatives and build and enhance
brand image
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through marketing campaigns targeted at a divardeeace, including traders, potential partners thednvestor and press communities. We
market to our existing and prospective retail dbeihrough a variety of co-marketing/co- brandiniggatives with our online partners. We
have designed our sales and marketing effortsampte brand awareness and educate our audiencdiregtne nature of our electronic
marketplaces, products and services and the adyestssociated with the automation of trading #ietsr We have a team of over 60 sales
and marketing personnel globally.

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

SOFTWARE DEVELOPMENT

We devote substantial efforts to the developmedtiaprovement of our electronic marketplaces acehlised software products. We work
with our clients to identify their specific requinents and make modifications to our software, netwigstribution systems and technologies
that are responsive to those needs. Our reseadctieaelopment efforts focus on internal developmetnategic partnering, acquisitions and
licensing. We have approximately 400 technologyfgasionals, of which 225 persons are software dgees. Our technology team's
objective is to develop new products and servinaewmder to provide superior electronic marketplsgleitions to our clients. We also focus
efforts on enhancing our Internet interfaces tdlifate real-time markets and comply with the starinternet security protocol and future
security protocols in order to capitalize on theelepment of new commercial marketplaces. We andimoing to develop new marketplaces
and products using our internally developed apptossoftware. In addition, we have forged strategjliances with third-party independent
software vendors through which we will work to dieyesophisticated, front- end applications and pobsl

COMPETITION

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

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

The electronic marketplace solutions we provideuoclients enable them to expand the range ofcEsthey provide to their ultimate
customers, which are also potential participantsunelectronic marketplaces. We intend to strctwur relationships with our clients and
conduct our operations to mitigate the potentiakifics competition. We do not intend to use theesasdo the customer base of our clients that
we obtain in providing our electronic marketplackigons to compete with these clients in otherdpiai transactions.

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

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

We also have an agreement to license several pghdB patent applications relating to various p#spects of our electronic trading
systems, including both functional and design atsp&@¢e have filed a number of patent application&itther protect our proprietary
technology and innovations in the past six months.

We cannot at this time determine the significarfcany of the foregoing patents, or future pateifiissued, to our business. We can give no
assurance that any of the foregoing patents is ead enforceable, or that any of these patentddami be infringed by a third party
competing or seeking to compete with our business.

EMPLOYEES

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

PROPERTIES

We have offices in the U.S., Europe, Asia and Can@uir principal executive offices are located ae®@Vorld Trade Center, New York, N
York. Our principal executive offices occupy approately 60,000 square feet of leased space, whecbagupy pursuant to the
Administrative Services Agreement with Cantor. @ght to use this space expires at the time that@s lease expires in 2012. We will pay
Cantor approximately $2.0 million annually for wsfethis space. Our largest presence outside of ek is in London, where we have the
right to use approximately 15,000 square feet oft@és existing office space. Our right to use ggace expires at the earlier of (1) the time
that Cantor's lease expires in 2016 or (2) whent@aases to be an affiliate of ours and Cantks as to vacate. We will pay Cantor
approximately $1.9 million annually for use of tkjgace. We believe our facilities are adequatedioreasonably foreseeable future needs.
Additionally, we occupy approximately 18,750 squiaet of space in our Concurrent Computing Cemtdrachelle Park, New Jersey. We
will pay Cantor approximately $900,000 annually tioe use of this space. We believe our facilitiesalequate for the forseeable future.
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The following table provides information as of Radwry 8, 2001 regarding our directors and execudffieers.

Name Age Title

Howard W. Lutnick ........ 39 Chairma n of the Board and Chief Executive Officer
Frederick T. Varacchi .... 35 Preside nt and Chief Operating Officer; Director
Douglas B. Gardner ....... 39 Vice Ch airman; Director

Jeffrey G. Goldflam ...... 47 Senior Vice President and Chief Financial Officer
Stephen M. Merkel ........ 42 Senior Vice President, General Counsel and Secretary
Richard C. Breeden ....... 51 Directo r(1)

Larry R. Carter .......... 57 Directo r(1)

William J. Moran ......... 59 Directo r(1)

Joseph P. Shea. ........... 46 Directo r

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

Howard W. Lutnick. Mr. Lutnick has been our Chaimra the Board of Directors and Chief Executiveidf since June 1999. Mr. Lutnick
joined Cantor in 1983 and has served as PresigeinChief Executive Officer of Cantor since 1991.dHieects all facets of eSpeed's ¢
Cantor's worldwide operations. Mr. Lutnick's compa@F Group Management, Inc., is the managing geémpartner of Cantor. Mr. Lutnick
serves as co-chairman of the Cantor Exchange(SM)LMnick is a member of the Executive Committé¢he Intrepid Museum
Foundation's Board of Trustees, the Zachary armhBéith M. Fisher Center for Alzheimer's DiseaseeReh at Rockefeller University, the
Board of Managers of Haverford College, the BodrBicectors of City Harvest and the Board of Dimast of New York City Public/Private
Initiatives, Inc.

Frederick T. Varacchi. Mr. Varacchi has been owsRlent and Chief Operating Officer since June 1889 Varacchi has been an Executive
Managing Director and the Chief Operating OfficeCantor since October 1999. From March 1998 tmfet 1999, he served as Senior
Managing Director and Chief Information Officer @antor. Before joining Cantor, Mr. Varacchi was i8eWVice President and Chief
Technology Officer of Greenwich Natwest, a finahervices division of National Westminster Bankeseeing information technology for
the company from January 1995 to February 1998nRAviarch 1990 to January 1995, Mr. Varacchi worl@dGhase Manhattan Bank, wh
he held a variety of senior technology positions|uding Head of Global Network Systems for Privatanking. From January 1989 to March
1990, Mr. Varacchi served in a variety of positiovith Salomon Smith Barney, including as Head affiOffice Systems.

Douglas B. Gardner. Mr. Gardner has been our Vitaiighan since June 1999. Mr. Gardner has been acuixe Managing Director of
Cantor since October 1999. He previously serveslessor Managing Director and Chief Administrativéfi€er of Cantor from January 1994
to October 1999, where he was responsible for ee@ng all worldwide finance and support relateccfions.
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Mr. Gardner serves as a director and is on theutxecand finance committees of the Cantor Exchésigig. Prior to joining Cantor, Mr.
Gardner was a partner of DG Equities, a commeatidlresidential real estate developer and ownemHA983 to 1985, Mr. Gardner was
associated with Lehman Brothers in the High-TecbgwlIDivision of its Corporate Finance Department. Mardner is a member of the
Board of Directors of the Government Securitiesa@lifegy Corporation and the National Futures Assamat

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

Stephen M. Merkel. Mr. Merkel has been our Senime\President, General Counsel and Secretary imoe 1999. Mr. Merkel has been
Executive Managing Director of Cantor since Decen#890 and has also been Senior Vice Presideneri@e@ounsel and Secretary of
Cantor since 1993, where he is responsible for@aregal, compliance, tax, risk and credit departts. Mr. Merkel serves as a director and
Secretary of the Cantor Exchange(SM). Prior toifmjrCantor, Mr. Merkel was Vice President and Assis General Counsel of Goldman
Sachs & Co. from February 1990 to May 1993. Fropt&aber 1985 to January 1990, Mr. Merkel was aasedtiwith the law firm of Paul,
Weiss, Rifkind, Wharton & Garrison.

Richard C. Breeden. Mr. Breeden has been our diregice December 1999. Mr. Breeden has been Caaiohthe Board and Chief
Executive Officer of Equivest Finance, Inc., a pelpltraded vacation ownership company, since Cetdl®97 and President since October
1998. Mr. Breeden has served as Trustee for the@8eRunding Group, Inc. since 1996. Mr. Breedao &las served as President of Richard
C. Breeden & Co., a consulting firm, since 199&rkr1993 to 1996, Mr. Breeden served as Chairmdneofvorldwide financial services
practice of Coopers & Lybrand and, from 1989 to3,99r. Breeden was Chairman of the U.S. Securéies Exchange Commission. Mr.
Breeden was a director of The Philadelphia StoathBrge, Inc.

Larry R. Carter. Mr. Carter has been our direcioces December 1999. Mr. Carter joined Cisco Systent®mputer technology company, in
January 1995 as Vice President, Finance and Adtratian and as Chief Financial Officer and Secgethr July 1997, he was promoted to
Senior Vice President, Finance and Administratdnief Financial Officer and Secretary. From 1993dauary 1995, Mr. Carter was Vice
President and Corporate Controller at Advanced d/izevices. His career also includes four years WithS.I. Technology Inc. as Vice
President, Finance and Chief Financial Officer wal years at S.G.S. Thompson Microelectronics &scVice President, Finance,
Administration and Chief Financial Officer. He algpent 19 years at Motorola, Inc., where he heldrgety of financial positions, the last
being Vice President and Controller, M.O.S. Grddp. Carter is on the Board of Directors of Ciscs®yns, Network Appliance, Inc.,
Transmeta Corp. and QLogic Corporation.

William J. Moran. Mr. Moran has been our directmrce December 1999. Mr. Moran is Executive VicesRtent and General Auditor of J.P.
Morgan Chase & Co. Mr. Moran joined the Chase M#@haCorporation and the Chase Manhattan Bank 7% & Internal Control
Executive. After several promotions, Mr. Moran wasned General Auditor in 1992, Executive Vice Rlest in 1997 and a member of the
Management Committee in 1999. Before joining Chisie Moran was with the accounting firm of Peat, ik, Mitchell & Co. for nine
years.
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Joseph P. Shea. Mr. Shea has been our directer Bexember 1999. Mr. Shea has been with Cantoe 4i889. He has been Executive
Managing Director since October 1999, was Seniondgang Director in charge of U.S. taxable fixedame securities from 1997 to 1999,
was Managing Director of the corporate bond and gosernment agency securities departments froms 199997 and was Managing
Director of the corporate bond department from 1@88995.

COMMITTEES OF THE BOARD

Our board of directors has an Audit Committee a@bmpensation Committee. The members of our Audih@ittee are Messrs. Breeden,
Carter and Moran, all of whom are independent t¢tirsc Our Audit Committee selects the independaditars, reviews such auditors'
independent status, consults with such auditorsaatidmanagement with regard to the adequacy ofrdernal accounting controls and
considers any non-audit functions to be performethb independent auditors.

The members of our Compensation Committee are lgleBseeden, Carter and Moran. The Compensation Giveenis responsible for
reviewing and approving all compensation arrangasifem our executive officers and for overseeing stock option and stock purchase
plans.

51



Certain transactions
THE FORMATION TRANSACTIONS

Concurrently with our initial public offering, Castcontributed to us certain of our assets. Theseta primarily consist of the proprietary
software, network distribution systems, technolegiad related contractual rights that comprisee@peed(SM) system. In exchange for tl
assets, we issued to Cantor 43,999,900 shares @flasis B common stock, representing approxim&@®p of the voting power of our
capital stock outstanding at the time. Cantor camae3,350,000 of these shares into the sharesrdflass A common stock which it sold in
our initial public offering in December 1999.

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

JOINT SERVICES AGREEMENT

Under our Joint Services Agreement with Cantorpwa and operate the electronic trading systemsaamdesponsible for providing
electronic brokerage services, and Cantor prowdéae-assisted brokerage services, clearancegisettit and other fulfillment and related
services, such as credit and risk management sspowversight of client suitability and regulategmpliance, sales positioning of products
and other services customary to brokerage opemtititis agreement provides for a perpetual term.

Commission sharing arrangement

Under the Joint Services Agreement, we and Cahimesrevenues derived from transactions effectdldemarketplaces in which we
collaborate and other specified markets. We haveealjto collaborate with Cantor to determine thewamh of commissions to be charged to
clients that affect transactions in these markegdahowever, in the event we are unable to agiteeGantor with respect to a transaction
pricing decision, Cantor is entitled to make thefipricing decision with respect to transactiamsvihich Cantor provides voice-assisted
brokerage services and we are entitled to makérthkpricing decision with respect to transactidinat are fully electronic. We may not mz

a final transaction pricing decision that resuftshie share of transaction revenues received byo€haing less than Cantor's actual cost of
providing clearance, settlement and fulfillmentvészs and other transaction services. In some cagereceive the aggregate transaction
revenues and pay a fulfillment services fee to @arih other cases, Cantor receives the aggregatedction revenues and pays a service fee
to us. The amount of the service fee and the podfdhe transaction revenues that we and Canteive are based on several factors,
including whether: (1) the marketplace is one irnclitwe collaborate with Cantor; (2) the transaci®fully electronic or Cantor provides
voice-assisted brokerage services; (3) the pradaded is a financial product; and (4) the prodsi¢taded on the Cantor Exchange(SM). The
percentage of the transaction revenues we recanges from 2.5% to 100%. However, in general, weive 100% of the transaction
revenues for fully electronic transactions, payimgantor fulfillment services fees equal to 35%d@0% if the product is traded on the
Cantor Exchange(SM)) of the transaction revenusd Gantor receives 100% of the transaction revefaresice-assisted brokerage
transactions, paying to us 7% of the transactioemaes. In addition, if the transactions relata gmming business, we receive a service fee
equal to 25% of the net trading revenues.

52



Certain transactions
System services

We also provide to Cantor technology support ses/ilncluding (1) systems administration, (2) ineémetwork support, (3) support and
procurement for desktops of end-user equipmenp§éjyations and disaster recovery services,

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

Intellectual property

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

Non-competition and market opportunity provisions

The Joint Services Agreement imposes performaniigations on us and restricts our ability to congpetith Cantor and Cantor's ability to
compete with us in markets that we and Cantortitadilly operate. We and Cantor have agreed taueecthe TradeSpark and Freedom
marketplaces from the provisions of the Joint S\wiAgreement in order to enable us to enter Eparste agreements in connection with
new marketplaces.

ADMINISTRATIVE SERVICES AGREEMENT

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

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

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

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

We have agreed to pay all costs of one demandlbpiygyback registrations, other than underwritdigcounts and commissions. All of
these registration rights are subject to conditams limitations, including (1) the right of undeiers of an offering to limit the number of
shares included in that registration; (2) our rigbt to effect any demand registration within sienths of a public offering of our securities;
and (3) that Cantor agrees to refrain from seltiaghares during the period from 15 days pricartd 90 days after the effective date of any
registration statement for the offering of our géms.

POTENTIAL CONFLICTS OF INTEREST AND COMPETITION WIT H CANTOR

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

Our relationship with Cantor may result in agreeta¢hat are not the result of arm's-length negotiat As a result, the prices charged to us
or by us for services provided under agreements @éntor may be higher or lower than prices that beacharged by third parties and the
terms of these agreements may be more or lessafabedto us than those that we could have negotisitddthird
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Certain transactions

parties. However, transactions between us and €antlior its other affiliates are subject to thprapal of a majority of our independent
directors. In addition, Cantor can compete withunder certain circumstances.

CONSULTING SERVICES

For consulting services provided to us and Cangdvlartin J. Wygod in connection with our initial Iplic offering, we issued to Mr. Wygod
or his designees warrants to purchase 135,000ssbamir Class A common stock. The warrants hdieeayear term and are currently
exercisable at a price per share equal to thalmtiblic offering price. The warrants are not sf@mable, other than to charities and trusts
established for the benefit of Mr. Wygod's childeerd grandchildren. Pursuant to registration rigingsited in connection with the warrants,
Mr. Wygod and his designee are selling stockhol@etsis offering.

WILLIAMS AND DYNEGY

On June 5, 2000, each of Williams and Dynegy pwetia unit consisting of (a) 789,071 shares ofddass A common stock and (b)
warrants exercisable for the purchase of up to@&®Bshares of our Class A common stock, for anexggde purchase price for the unit of
$25.0 million. The warrants have a per share egerngiice of $35.20, a 10-year term and are exdaeishuring the last four and omalf year:
of the term, subject to acceleration under ceppa@iscribed circumstances intended to provide imeesito Williams and Dynegy to invest in
four new electronic and telephonic verticals tddrened by us and Cantor, which we refer to as @edliVerticals, by June 2001 (subject to
extension for a period not to exceed six monthseurdrtain prescribed circumstances). In conneaetitimthe four additional Qualified
Verticals, Williams and, subject to certain limitats, Dynegy, will be entitled to invest $25.0 naifi in shares of our Class A common stock
at a 10% discount to the trading price of our Clag®mmon stock at the time of the investment ifioomation of the Qualified Vertical.

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

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

TRADESPARK

On September 22, 2000, we made a cash investm@&radeSpark of $2.0 million in exchange for a 5%iiest in TradeSpark, and Cantor
made a cash investment of $4.25 million in TradelSpad
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Certain transactions

agreed to contribute to TradeSpark certain asset8Birg to its voice brokerage business in cegaiergy products in exchange for a 28.33%
interest in TradeSpark. We and Cantor also exeanemendment to the Joint Services Agreementdardo enable each of us to engage in
this business transaction. The remaining 66.67&sést in TradeSpark was purchased by energy inydogtrket participants (EIPS). In
connection with such investment, we entered imerpetual technology services agreement with TraaSpursuant to which we provide
technology infrastructure for the transactional seehnology related elements of the TradeSpark etpldce as well as certain other services
to TradeSpark in exchange for specified percentafjgansaction revenues from the marketplace tidiasaction is fully electronic, we
receive the aggregate transaction revenues antbgagadeSpark a fulfillment services fee equal%663of the transaction revenues. In
general, if TradeSpark provides voice-assisteddmage services with respect to a transaction, weereceive 35% of the revenues and
TradeSpark receives 65% of the revenues. Cantoraliered into an administrative services agreemihtTradeSpark pursuant to which it
will provide administrative services to TradeSpatkost. We and Cantor each received representagiots on the management committe:
TradeSpark in proportion to our ownership inter@stsradeSpark.

In order to provide incentives to the EIPs to tradehe TradeSpark electronic marketplace, whidhregult in revenues to us under the
TradeSpark technology services agreement, we is55€0,000 shares of our Series A preferred stadk?s500,000 shares of our Series B
preferred stock to a limited liability company ngvibrmed by the EIPs (EIP Holdings) to hold theivéstments in TradeSpark and the Series
A and B preferred stock.

MUNICIPAL PARTNERS

On July 21, 2000, Cantor acquired the brokerag@bss of Municipal Partners pursuant to an Assetise Agreement by and among us,
Cantor, Municipal Partners and the individuals aigry thereto for a cash payment of $1,500,00@ohmection therewith, we issued to
Municipal Partners' stockholders 28,374 sharesiofddass A common stock (the Restricted Stock) e value at the date of issuance of
$1,350,000. The Restricted Stock is subject tak-lgp, which will be released as to 1/3 of the sham each of April 1, 2001, July 21, 2001
and July 21, 2002. Although the purchased assetsvaned by Cantor, we are entitled to 100% of évenues generated from any fully
electronic transaction effected in a marketpladezimg our eSpeed(SM) system pursuant to the Jdawwices Agreement, less a 35% service
fee paid to Cantor. In addition, in order to pravidcentives to promote the use of our eSpeed(&id)rtg platform in connection with the
purchased business, we granted an aggregate gf2&8tricted shares of our Class A common stdek &dditional Stock) pursuant to our
long-term incentive plan for an aggregate of $1,260 to certain employees and stockholders of Mpaidartners that joined Cantor in
exchange for interest-bearing promissory notebénsme aggregate principal amount. The AdditiShatk may be redeemed, at our option,
by cancellation of the related promissory noteéfdo not receive $3,000,000 in electronic traneaattvenues generated by Cantor's
municipal bond brokerage business for any consexd2-month period during the three years followtimg closing on July 21, 2000.

FREEDOM INTERNATIONAL BROKERAGE

On January 29, 2001, we and Cantor formed a linpgthership to acquire 66.7% of Freedom Intermati®rokerage. We will contribute
310,770 shares of our Class A common stock toithigedd partnership and Cantor will contribute 1@®%hares of our Class A common
stock. We will acquire a limited partnership inttrand a 15% profits interest. Cantor will acqairgeneral partnership interest and a 85%
profits interest. We will not be allocated any loé tpartnership's losses, while Cantor will be a@ted 100% of the partnership's losses, with a
preferential profits interest to the extent theeravprior, unrecovered losses. In addition, we isdlle warrants to purchase 400,000 shares of
our Class A
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Certain transactions
common stock to provide incentives to the Freedemes-participants other than us and Cantor to négi@our fully electronic platform.

Upon the closing of the transaction, we will ente#o a services agreement with Freedom to prowdeliectronic trading technology and
services and infrastructure/back-offices servitksler this agreement, we will be entitled to 100@he electronic transaction services

revenues and will pay a fulfillment services fee86%6 to Freedom. We will also receive 35% of revenderived from all voice-assisted
transactions, other miscellaneous transactiongrendale of market data or other information thatdt incidental to the above services.

OUR EMPLOYEES' PURCHASE OF CANTOR FITZGERALD, L.P. PARTNERSHIP UNITS

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

INSIDER COMPENSATION

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

INDEMNIFICATION BY CANTOR

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

REVERSE REPURCHASE AGREEMENTS

We enter into overnight reverse repurchase agresméth Cantor. At December 31, 2000, the reveepeirchase agreements totaled $122.0
million, including accrued interest. The securittedlateralizing the reverse repurchase agreenasatheld under a custodial arrangement
a third party bank.
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Selling stockholders

The following tables set forth certain informatias of February 8, 2001 with respect to the berafainership of our Class A common st
by the selling stockholders.

Prior t o offering After offering
—————————————————————————————————————— Class A --------momm B e e
Class A Class B common stock Class A Class B
common stock common stock offered  common st ock common stock
Name Shares % Shares % Shares Shares % Shares %
Cantor Fitzgerald Securities ... 29,102,789(1) 56. 1(2) 26,885,581 82.2 4,500,000 24,602,78 9(3) 45.1(4) 24,602,789 80.8
Martin J. Wygod ................ 110,000 * - 110,000 - - - -
Trust f/b/o Adam Yellin(5) ..... 25,000 * -- -- 25,000

(1) Consists of (1) 26,885,581 shares of our GBasemmon stock and (2) 2,217,208 shares of oursGdasommon stock. Each share of C
B common stock is immediately convertible into arghof Class A common stock. Cantor Fitzgerald 8gesi is a subsidiary of Cantor
Fitzgerald, L.P. See "Certain transactions."

(2) Percentage based on 19,159,612 shares of ags @lcommon stock and 32,724,600 shares of oss@®aommon stock outstanding on
February 8, 2001.

(3) Consists of 24,602,789 shares of our ClassrBneon stock. Each share of Class B common stoakriseidiately convertible into a share
of Class A common stock.

(4) Percentage based on 24,077,404 shares of ass 8lcommon stock and 30,441,808 shares of oss@aommon stock oustanding on
February 8, 2001, as adjusted for this offering.

(5) The shares of Class A common stock are owndelayela S. Wygod, Trustee under the Trust Agreenert 12/30/87 for the benefit of
Adam Yellin.

* Less than 1%
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Underwriting

We, the selling stockholders and the underwritersHis offering named below have entered into maenwriting agreement concerning the
shares being offered. Subject to conditions, eaclerwriter has severally agreed to purchase theéoruof shares indicated in the following
table. UBS Warburg LLC, Lehman Brothers Inc. arl 3organ Securities Inc. are the representatif&seounderwriters.

Underwriters Number of shares

UBS Warburg LLC ......cooviiiiieeeeeee.
Lehman Brothers Inc. ....ccccovcovevvvccine
J.P. Morgan Securities InC. ....cccoceevvvccee. L
Cantor Fitzgerald & CO. ....ocoovvvvevvciieeeeee

If the underwriters sell more shares than the totahber set forth in the table above, the undeergihave a 30-day option to buy up to
1,070,250 shares from one of the selling stockhie|d@antor Fitzgerald Securities, at the publieffg price less the underwriting discounts
and commissions, to cover these sales. If any staeepurchased under this option, the underwnitérseverally purchase shares in
approximately the same proportion as set forthéntable above.

The following table provides information regarditig amount of the discount to be paid to the undes by us and the selling
stockholders:

Paid by us Paid by th e selling stockholders
No exercise of Full exercise of No exercise o f Full exercise of
over-allotment option over-allotment option over-allotment o ption over-allotment option
Per share ..........ccccooee... $ $ $ $
Total cecveeeeeciine $ $ $ $

We estimate that the total expenses of this offgpiayable by us, excluding underwriting discoumis @ommissions, will be about $550,000.

Shares sold by the underwriters to the public initially be offered at the public offering pricetsforth on the cover of this prospectus. Any
shares sold by the underwriters to securities deatay be sold at a discount of up to $ per shara the public offering price. Any of these

securities dealers may resell any shares purchem®adhe underwriters to other brokers or deal¢ss dgiscount of up to $ per share from the
public offering price. If all the shares are noldsat the public offering price, the representativeay change the offering price and the other
selling terms.

We have agreed with the underwriters not to offeli, contract to sell, hedge or otherwise dispafsdirectly or indirectly, any of our
common stock or securities convertible into or exajeable for shares of common stock during theg@drom the date of this prospectus
continuing through the date 90 days after the dtbis prospectus, without the prior written camisef UBS Warburg LLC. Our executive
officers and directors and Cantor Fitzgerald S¢iesrhave also agreed to these restrictions.

Cantor Fitzgerald & Co., a subsidiary of Cantoe§érald Securities, a selling stockholder and diréat subsidiary of Cantor Fitzgerald,
L.P., is participating in this offering as an unalgter. Accordingly, this offering will conform wiit the requirements set forth in Rule 2720 of
the Conduct Rules of the NASD.

In connection with this offering, the underwritengly purchase and sell shares of our Class A constoai in the open market. These
transactions may include stabilizing transactieh®rt sales and purchases to cover positions crégtehort sales. Stabilizing transactions
consist of bids or purchases made for the purpbpeegenting or retarding a decline in the mark@tgof our Class A common stock while
this offering is in progress. Short sales involve sale by the underwriters of a greater numbshafes than they are required to purchase in
this offering. Short sales may be either "covetwattssales” or "naked short sales." Covered sladessare sales made in an amount not gr
than
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Underwriting

the underwriters' over-allotment option to purchadditional shares in this offering. The underwstamay close out any covered short
position by either exercising their over-allotmeption or purchasing shares in the open marketetarmining the source of shares to close
out the covered short position, the underwritelf ainsider, among other things, the price of skaneilable for purchase in the open market
as compared to the price at which they may purchlaees through the over-allotment option. Nakexdtsales are sales in excess of the
over-allotment option. The underwriters must closeany naked short position by purchasing sharése open market. A naked short
position is more likely to be created if the undetevs are concerned there may be downward pressutiee price of shares in the open
market after pricing that could adversely affesfeistors who purchase in this offering.

The underwriters also may impose a penalty bids Dlecurs when a particular underwriter repays éautiderwriters a portion of the
underwriting discount received by it because tipagentatives have repurchased shares sold by trefaccount of that underwriter in
stabilizing or short covering transactions.

These activities by the underwriters may stabilimajntain or otherwise affect the market price wf Glass A common stock. As a result, the
price of our Class A common stock may be highen th& price that otherwise might exist in the opearket. If these activities are
commenced, they may be discontinued by the undiemsrat any time. These transactions may be effentehe Nasdaq National Market or
otherwise.

We and the selling stockholders have agreed tanindg the several underwriters against some liiedj including liabilities under the
Securities Act of 1933, and to contribute to payta¢hat the underwriters may be required to makespect thereof.
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Legal matters

Certain legal matters related to this offering w8l passed upon for us by Morgan, Lewis & BockiuP New York, New York and Stephen
Merkel, our Senior Vice President, General Coungel Secretary. Mr. Merkel is an Executive Managiirgctor, Senior Vice President,
General Counsel and Secretary of Cantor, and hxakfiowns 38,501 shares (of which 2,250 are owmedr. Merkel's wife) shares and |
options to acquire 200,000 shares of our Classmneon stock, of which 25,000 are currently exerdisalp exercisable within 60 days of
February 8, 2001. Dewey Ballantine LLP, New YorleviNYork is acting as counsel for the underwritarsannection with this offering.

Experts

The financial statements included in this prospeeiud registration statement have been auditedelyiti2 & Touche LLP, independent
auditors, as stated in their report appearingigpghospectus and registration statement, anchaheded in reliance upon the report of such
firm given upon their authority as experts in ag@iing and auditing.

Where you can find more information

We have filed with the Securities and Exchange Casion a registration statement (of which this pemxgus forms a part) on Form S-3 with
respect to the Class A common stock being offeyetthis prospectus. In addition, we file annual, erdy and current reports, proxy
statements and other information with the SEC. M@y read and copy any document we file at the Eitdiference

Section of the Securities and Exchange Commisdisd Fifth Street, NW, Room 1024, Washington, D.G549, and the Securities and
Exchange Commission's Regional Offices located@t\West Madison Street, Suite 1400, Chicago, likiri®661 and Seven World Trade
Center, 13th Floor, New York, New York 10048. Yoayrcall the SEC at 800-SEC-0330 for further infotioraabout the operation of the
public reference rooms. Our SEC filings are alsailable to the public at the SEC's Website founlittgt// www.sec.gov.

This prospectus does not contain all of the infdiomaset forth in the registration statement aredakhibits and schedules thereto. For further
information with respect to us and the shares a6€I common stock offered hereby, reference ien@athe registration statement,
including the exhibits and schedules thereto. Btatds contained in this prospectus as to the ctsmtérany contract or other document
referred to herein are not necessarily complete whdre any contract is an exhibit to the regigirastatement, each statement with respe
the contract is qualified in all respects by thevisions of the relevant exhibit, to which referens hereby made.

In addition, the SEC allows us to "incorporate bference" into this prospectus the information ilevlith them, which means that we can
disclose important information to you by referriogthose documents. The information incorporatedegrence is considered to be part of
this prospectus, and information that we file latéth the SEC will automatically update and supéesthis information. We incorporate by
reference the documents listed below and any fitlimgs we will make with the SEC under Sectiorgd),

13(c), 14 or 15(d) of the Securities Exchange Acdt384 until this offering is terminated:

1. Our Annual Report on Form 10-K for the year ehBecember 31, 1999;
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Where you can find more information
2. Our Quarterly Reports on Form 10-Q for the qerarended March 31, 2000, June 30, 2000 and Septed@h2000; and

3. The description of our Class A common stock aimred in our Registration Statement on Form 8-Ae(Nio. 00028191) filed with the SE'
on November 17, 1999, including any amendment pontdiled for the purpose of updating this destioip.

You may request a copy of these filings, which wi prvovide to you at no cost, by writing or caljjrus at the following address and
telephone number:

eSpeed, Inc., One World Trade Center, 103rd Fidew York, New York 10048, telephone: (212) 938-37&8ention: Secretary.
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eSPEED, INC. AND SUBSIDIARIES
Independent Auditors' Report

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

We have audited the accompanying consolidatednstaits of financial condition of eSpeed, Inc. anbsdiaries (the "Company") as of
December 31, 2000 and 1999, and the related statermkoperations, cash flows and changes in stidkhs' equity for the year ended
December 31, 2000 and for the period from March1®@9 (date of commencement of operations) to Deeeidl, 1999. These financial
statements are the responsibility of the Compangisagement. Our responsibility is to express aniopion these financial statements based
on our audits.

We conducted our audits in accordance with auditagdards generally accepted in the United StdtAsnerica. Those standards require
that we plan and perform the audit to obtain reabtmnassurance about whether the financial statsnaea free of material misstatement. An
audit includes examining, on a test basis, evidesnpporting the amounts and disclosures in then6igh statements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well agatirgg the overall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, timaricial position of the Company at
December 31, 2000 and 1999, and the results op#sations and its cash flows for the year endezkBer 31, 2000 and for the period from
March 10, 1999 (date of commencement of operatitmBecember 31, 1999, in conformity with accougtminciples generally accepted in
the United States of America.

/sl Deloitte & Touche LLP
February 14, 2001

New York, New York
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eSPEED, INC. AND SUBSIDIARIES

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

December 31, December 31,

2000 1999
Assets
Cash and cash equivalents ..................... $ 122,163,712 $ 134,845,522
Fixed assets, net 23,441,365 9,470,072
Investments .......... . 5,833,679 --
Other assets .......ccccoocvvveeiniiienennnne 3,683,507 11,495
Total asSets .....ccovvevevieeiiiieiieene $ 155,122,263 $ 144,327,089
Liabilities and Stockholders' Equity
Liabilities:
Payable to affiliates, net ................... $ 11,370,248 $ 6,743,929
Accounts payable and accrued liabilities ..... 11,494,262 2,071,347
Total liabilities .........cccccceeveeennen. 22,864,510 8,815,276

Stockholders' Equity:
Preferred stock, par value $.01 per share;

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

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

share; 200,000,000 shares authorized;

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

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

share; 100,000,000 shares authorized;

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

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

See notes to consolidated financial statements



eSPEED, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
for the year ended December 31, 2000 and the p&oadMarch 10, 1999 (date of commencement of dmers) to December 31, 1999

For the period

F or the year from March 10,
ended 1999 to
D ecember 31, December 31,
2000 1999
Revenues
Transaction revenues:
Fully electronic transactions............. $ 80,596,552 $ 10,079,842
Voice-assisted brokerage transactions..... 15,144,343 11,777,306
Screen assisted open outcry transactions.. 2,450,333 3,524,399
Total transaction revenues .................. 98,191,228 25,381,547
System services and licensing fees .......... 12,398,847 12,459,574
Interest income .........cccceveevinnenn. 8,340,815 347,804
Total revenues .........cccoccveeeevinnnnn. 118,930,890 38,188,925
Expenses
Compensation and employee benefits ......... 53,963,239 21,502,326
Occupancy and equipment .................... 21,560,535 10,292,349
Professional and consulting fees ........... 13,036,494 5,148,796
Communications and client networks ......... 4,588,626 3,355,070
Marketing. .......oooeeiiiiiiiiiieeeee, 8,285,385 --
Fulfillment services fees .................. 27,903,849 3,527,945
Administrative fees paid to affiliates ..... 6,524,341 1,662,058
Non-cash business partner securities ....... 33,390,505 --
Options granted to Cantor employees ........ -- 2,850,073
Other ..o 9,683,776 2,649,110

178,936,750 50,987,727

tAXES. .ot (60,005,860)  (12,798,802)
Provision (benefit) for income taxes:

Federal .......cccocevviiiciiiiiee - -

State and local ..........coccveeeennnnen. 406,125 (211,889)
Total tax provision (benefit) ............... 406,125 (211,889)
NEt I0SS ..eoeviiiiiieeiiee e $ (60,411,985) $ (12,586,913)

Share and per share data

Basic and diluted net loss per share ........ $ 1.17) $ (.28)
Weighted average shares of common stock
outstanding........cccccevvevereeeeenennnn. 51,482,505 44,495,000

See notes to consolidated financial statements
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eSPEED, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

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

Cash flows from operating activities
NEt 0SS ..ocvveeveieeieieee e $
Non-cash items included in net loss:
Depreciation and amortization ..............
Issuances of non-cash business partner
SECUIMIES. ...vveei e
Issuances of stock options .................
(Increase) decrease in operating assets:
Other assets ........ccocevevvvveeeennnns
Increase (decrease) in operating
liabilities:
Payable to affiliates, net .................
Accounts payable and accrued liabilities ...
Net cash (used in) provided by operating
ACHVILIES...eeeeiiiiieeeeiiie s

Cash flows from investing activities
Purchases of fixed assets ...................
Capitalization of software development costs
Purchases of investments ...................

Net cash used in investing activities .....
Cash flows from financing activities
Proceeds from issuances of securities .......
Proceeds from issuance of securities under

Payments for issuance related expenses ......
Proceeds from capital contributions .........

Net cash provided by financing activities .
Net (decrease) increase in cash and cash
equivalents.......ccccccveeeeeeniiienns

Cash and cash equivalents, end of period .... $

Supplemental disclosure of non-cash financing activ

Effective March 10, 1999, the Company received an i
contribution as follows:

Fixed assets ......cccceeviiiieeeniiiiieeens

Prepaid expenses .........ccoceecvvvevineenennn.

Accrued compensation and benefits ................
Accounts payable and accrued expenses ............

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

See notes to consolidated financial statements
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For the period
or the year from March 10,

ended 1999 to
ecember 31, December 31,
2000 1999

(60,411,985) $ (12,586,913)
6,098,754 3,086,555

33,390,505 -
- 2,850,073

(3,672,012) 1,190,728

4,626,319 6,743,929
9,422,915  (1,046,137)

(10,545,504) 238,235

(11,043,479)  (2,717,462)
(9,026,568)  (2,468,605)
(5,833,679) -

(25,903,726)  (5,186,067)

25,000,000 143,990,000

371,448 -
(1,604,028)  (4,396,646)
- 200,000

23,767,420 139,793,354

(12,681,810) 134,845,522

134,845,522 --

122,163,712 $ 134,845,522

ities
nitial capital
............... $ 7,370,560
. 1,202,223
(1,490,836)
............... (1,626,648)
............... $ 5,455,299



eSPEED, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

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

Com

Preferred

Stock Clas

Balance, March 10, 1999...... $
Capital contribution (100

Non-cash capital contribution
(43,990,900 shares).........
Conversion of Class B common
stock to Class A common
stock (3,350,000 shares)....
Initial public offering of

Class A common stock
(7,000,000 shares)..........
Costs of initial public
offering.......ccceeeene
Issuances of options..
Issuances of warrants........
Netloss.....cccoeeveeens

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

stock (5,129,520 shares)....
Issuance of Preferred Stock

(8,000,000 shares).......... 80,000

Issuance of Class A common
stock (845,819 shares)......
Issuances of warrants........
Costs of issuance of
SECUrities.......cc.cueee..
Issuances of Class A common
stock under the ESPP (16,863

Balance, December 31, 2000... $ 80,000 $163,

See notes to consolidated financial statements

33,

70,

-- 103,

51,

mon  Common  Additional
ock Stock Paid-In Subscription
sA ClassB Capital receivable
- $ -3 - $ -

1 199,999

500

000

500

295

458

169

422

439,999 5,015,300

(33,500)

143,920,000

(5,749,481)
2,850,073
1,352,835

406,500 147,588,726 -

(51,295)
2,155,200

27,591,542 (1,250,000)
29,805,305

(1,604,028)

371,279

$355,205 $205,908,024 $ (1,250,000)
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Total
Accumulated Stockholders'
Deficit Equity

200,000

5,455,299

143,990,000

(5,749,481)

2,850,073

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

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

2,235,200

26,350,000
29,805,305

(1,604,028)

371,448
(60,411,985)  (60,411,985)

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




eSPEED, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. Summary of Significant Accounting Policies

Basis of Presentation: eSpeed, Inc. (eSpeed athegwith its wholly owned subsidiaries, the Comyaprimarily engages in the business of
operating interactive business-to-business verttgdtronic marketplaces designed to enable makitipants to trade financial and non-
financial products more efficiently and at a lowest than traditional trading environments permitsignificant intercompany balances and
transactions have been eliminated in consolidation.

The Company is a majority owned subsidiary of Cahttzgerald Securities (CFS), which in turn is\a83% owned subsidiary of Cantor
Fitzgerald, L.P. (CFLP or, together with its sulteigts, Cantor). eSpeed commenced operations oohMidY, 1999 as a division of CFS.
eSpeed is a Delaware corporation that was incotgdien June 3, 1999. In December 1999, the Compampleted its initial public offering
(the Offering) (see Note 6).

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

Use of Estimates: The preparation of the consauifihancial statements in conformity with gensgraltcepted accounting principles
(GAAP) requires management to make estimates asurgions that affect the reported amounts of fsets and liabilities, revenues and
expenses, and the disclosure of contingent assdttadilities in the consolidated financial statams. Management believes that the estin
utilized in preparing the consolidated financiatsiments are reasonable and prudent. Estimatéiseibyhature, are based on judgment and
available information. As such, actual results daliffer from the estimates included in these ctidated financial statements.

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

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

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

obtaining software for internal use are capitaliaed amortized over their estimated economic udiééubf three years on a straiglite basis
Leasehold improvements are amortized over theimastd economic useful lives, or the remainingde@sm, whichever is shorter.

Investments: The Company accounts for its investsn@rentities at historical cost when the Compdogs not have significant influence in
the investee. Investments in which the Company taese significant influence are accounted for usirgequity method. The Company d
not maintain trading inventory of marketable eq@iggurities.

Stock Based Compensation: Awards to employeestajrepto purchase the common stock of the Compagpecounted for under
Accounting Principles Board Opinion No. 25, "Accting for Stock Issued to Employees”, and relatéerpretations. No expense is
recognized for awards
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eSPEED, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)

under non-compensatory plans. Options and wargaatged to non-employees are accounted for unédfitrancial Accounting Standards
Board's Statement of Financial Accounting Standé8#AS) No. 123, "Accounting for Stock-Based Comgagion”, where the options or
warrants granted are recognized based on thedhiewf the options or warrants at the time ofgrent.

New Accounting Pronouncements: In June 1998, tharfgial Accounting Standards Board issued SFASLIN8, "Accounting for Derivativ
Instruments and Hedging Activities," which estalis accounting and reporting standards for devigatistruments, including certain
derivative instruments embedded in other contracetd,for hedging activities. The statement, as amenis effective for fiscal years
beginning after June 15, 2000. On January 1, 20@1Company adopted SFAS No. 133 and amendmergsaddption did not have a
material impact on the Company's financial stateémen

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

2. Fixed Assets

December 31,

December 31,

Fixed assets consist of the following: 2000 1999
Computer and communication equipment .......... $ 19,920,077 $ 9,544,265
Software, including software development costs 12,038,930 3,012,362
Leasehold improvements and other fixed assets . 422,396 --
32,381,403 12,556,627
Less accumulated depreciation and amortization (8,940,038) (3,086,555)
Fixed assets, Net ........ccccevveevvernnnne. $ 23,441,365 $ 9,470,072

3. Income Taxes

Through December 9, 1999, the Company operatediagséon of CFS, which is a New York partnersHimder applicable federal and state
income tax laws, the taxable income or loss ofrénpaship is allocated to each partner based upon gartner's ownership interest. CFS is,
however, subject to the Unincorporated Business(U&4) of the City of New York, and the benefit fimcome taxes represents a reduction
in UBT. The loss generated by the Company whitgpérated as a division of CFS was used as a reductithe taxable income of CFS and,
as such, the Company was reimbursed for such tax.

Since the commencement date of the Offering, Deeerh®, 1999, the Company has been subject to intaxnas a corporation. Net
operating losses (NOLs) from that date, approxinggti27,200,000, will be available on a carry forvhasis to offset future operating
income of the Company. However, a valuation alloseanas been recorded at December 31, 2000 to tifsétll amount of the NOLs as
realization of this deferred tax benefit is depeartdgon generating sufficient taxable income priothe expiration of the NOLs.
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eSPEED, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)
4. Commitments and Contingencies

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

For the Year Ending December 31:

20 1 $ 5,083,188
2002 iiiiis e e, 5,142,996
2003 i e e, 5,040,930
2004 s i e, 4,775,042
2005 i v e, 4,090,313
Thereafter.. ...ccocovvvvvviiiiiieieeee 26,427,293
Totalieoos i e, $50,559,762

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

Legal Matters: In February 1998, Market Data Coagion contracted with Chicago Board Brokerage famany controlled by the Chicago
Board of Trade and Prebon Yamane) to provide ttlen@logy for an electronic trading system to corapeith Cantor's United States
Treasury brokerage business. Market Data Corpaor&ioontrolled by Iris Cantor and Rodney Fisher, tephew- in-law. Iris Cantor, a
company under the control of Iris Cantor referrethiérein as Cantor Fitzgerald Incorporated (CFHt) Bodney Fisher are limited partners of
CFLP.

In April 1998, CFLP filed a complaint in the DelangaCourt of Chancery against Market Data Corponatias Cantor, CFl, Rodney Fisher
and Chicago Board Brokerage seeking an injunctiahather remedies. The complaint alleges thatastor, CFl and Rodney Fisher
violated certain duties, including fiduciary dutigsder Cantor's partnership agreement, due to ¢beipetition with CFLP with respect to the
electronic trading system mentioned above. CFLRRbes Market Data Corporation's technology for etetdc trading systems would be of
substantial assistance to competitors in the whtdesarket if provided to them. The complaint fertalleges that Market Data Corporation
and Chicago Board Brokerage tortiously interferéith \CFLP's partnership agreement and aided andeabkits Cantor's, CFl's and Rodney
Fisher's breaches of fiduciary duty. Iris Cantdf] @xd Rodney Fisher counterclaimed seeking, anotimgy things, (1) to reform agreements
they have with CFLP and (2) a declaration that CBtdached the implied covenant of good faith amddialing. Cantor has agreed to
indemnify the Company for any liabilities that ameurred with respect to any current or futureghition involving Market Data Corporation,
Iris Cantor, CFl or Rodney Fisher.

CFLP settled its dispute with Chicago Board Brogera April 1999, and Chicago Board Brokerage sgbsatly announced it was
disbanding its operations. On March 13, 2000, teaWware Court of Chancery ruled in favor of CFLIRding that Iris Cantor, CFl and
Rodney Fisher had breached the Partnership Agraesh@¥FLP, and that Market Data Corporation hacdidnd abetted that breach. The
court awarded CFLP declaratory judgment relief emakt costs and attorneys' fees. The defendantediiov re-argument with respect to the
award of fees and costs. A hearing on issues mgl&ti CFLP's final relief took place on June 14)@0The
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eSPEED, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)
parties are awaiting the entry by the Court ohalfdeclaratory judgment and/or award of monetamyages.

Two related actions are pending in New York. Iraaecpending in the Supreme Court of New York, tifRi@FLP alleges, among other
things, that defendants Market Data Corporation, €5 Cantor and Rodney Fisher misused confidgmiformation of CFLP in connection
with the above-mentioned provision of technolog¥ticago Board Brokerage. In a case pending itJthieed States District Court for the
Southern District of New York, CFl and Iris Cantdlege, among other things, that certain seniacef§ of CFLP breached fiduciary duties
they owed to CFI. The allegations in this lawsalate to several of the same events underlyingdiet proceedings in Delaware.

Neither of these two cases had been pursued pribetMarch 13, 2000 decision in the court proaagslin Delaware. On May 15, 2000,
senior officers of CFLP who are defendants in #defal action in New York moved to dismiss the claimp against them on several grour
including, among other things, that the March X&)@decision from the Delaware Court of Chancegyents Iris Cantor and CFI from
relitigating matters that were adjudicated agatinsin in Delaware. Iris Cantor and CFI filed papmpposing the motion to dismiss on June 5,
2000, and the defendants filed a reply on Jun2a80. On February 7, 2001, the court granted thigsoméo dismiss CFI's complaint.

On May 16, 2000, CFI filed an action in Delawarg@&tior Court, New Castle County, against CFLP aRd3Zoup Management, Inc.
(CFGM) seeking payment of $40 million allegedly guesuant to a settlement agreement in an eaitiggition between the parties. The
complaint alleges that CFl is entitled to a dimee $40 million payment upon "an initial publicfefing of CFLP or of a successor to a mate
portion of the assets and business of CFLP..."allE¢es that the Company's initial public offeromg December 10, 1999 triggered the
payment obligation under the settlement agreen@mSeptember 26, 2000, CFLP and CFGM filed an andesying liability.

On June 12, 2000, CFLP and CFGM filed a lawsuihanDelaware Court of Chancery against Iris Car@éil, and Rodney Fisher, seeking a
declaratory judgment that an Offer to Exchangesdi&fay 8, 2000 (the Exchange Offer), pursuant telwhertain partnership units in CFLP
could be exchanged for "e- units" that are entitteteceive distributions of the Company's stockrifrCFLP on certain future dates subject to
certain conditions, did not breach any fiduciaryydor otherwise violate Delaware law. On July 180@Q, CFl, Iris Cantor and Rodney Fisher
filed their respective answers, affirmative defensmunterclaims and third-party claims, in whikbyt claim that certain special conditions
imposed upon them in connection with the Exchanffjer@nd not upon other partners effectively prdeld their participation in the
Exchange Offer, violated the Partnership Agreem&@FLP and constituted a breach of fiduciary datyg that accepting those conditions
would conflict with their fiduciary duties to MarkBata Corporation. CFl, Iris Cantor and RodneyhEisclaim that CFGM and Howard
Lutnick, the Chairman and Chief Executive Officétlte Company and sole shareholder of CFGM, thedgary General Partner of CFLP,
breached their fiduciary duties and engaged indediing in allegedly structuring the formationtbé Company, the transfer of assets to the
Company, the receipt of stock options, salariesathdr compensation by Howard Lutnick and other Gany executives from the Company,
and the initial public offering of the Company'ssts. They further allege that CFGM and Howard loktoonverted Partnership assets
(CFLP's technology assets) and intend to migrateRGHorokerage business to the Company withouirgi#ine value of the Company
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)

with CFl, Iris Cantor and Rodney Fisher. RodneyhEisalso contends that the Company, which he hasdas a thirgharty defendant, aide
and abetted these alleged breaches of fiduciarggddutmong other things, CFl, Iris Cantor and RgdRisher have requested the removal of
CFGM as the managing general partner of CFLP, ladgion that CFGM and Howard Lutnick have breacthedr fiduciary duties to CFl,

Iris Cantor and Rodney Fisher and have breachesettiement agreement in an earlier litigation tredpartnership agreement of CFLP, a
declaration that the Exchange Offer and all oragerof the amendments to the partnership agreeamentull and void, unspecified damages
and a constructive trust on any proceeds derivad the challenged conduct. On September 15, 20B0PCCFGM, Howard Lutnick and tt
Company responded to the counterclaims by answegrgin counterclaims and moving for dismissal fmmgudgment on the pleadings w
respect to the counterclaims. A hearing on thoseom® has been scheduled for March 15, 2001.

Although the Company does not expect to incur asgés with respect to the pending lawsuits or eupphtal allegations surrounding
Cantor's partnership agreement, Cantor has agoaadd@émnify the Company with respect to any lidigit the Company incurs as a result of
such lawsuits or allegations.

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

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

5. Related Party Transactions

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

Under a Joint Services Agreement between the Coyngaeh Cantor, and under a Services Agreement aitmenGompany and TradeSpark,
LP (TradeSpark), the Company earns transactiomtmgequal to a percentage of Cantor's or Tradk'Sgammission revenues on custol
transactions for services provided by the Compahg. percentage of the transaction revenues rangesZ.5% to 100%, depending on the
type of electronic services provided for the traisa. Revenues from such transactions during @& gnded December 31, 2000 and the
period ended December 31, 1999 totaled $98,195888&25,381,547, respectively.

On certain transactions (those where the Compagives 100% of the commission revenue share), €antb TradeSpark provide the
Company with fulfillment services for which Canterpaid a fee of 20% or 35%, and TradeSpark is pdat of 35%, of the transaction
revenues earned on the transaction. Charges todtmpany for such fulfillment services during theye
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)
ended December 31, 2000 and the period ended Dece1hp1999 totaled $27,903,849 and $3,527,94pentively.

The Company also provides network, data centerisanger administration support and other technokmgyices to Cantor and TradeSpark.
The Company charges for these services commenswithtés costs of providing these services. Syssemvices fees received during the y
ended December 31, 2000 and the period ended Dece8hp1999 totaled $12,333,222 and $12,459,5%peively.

Under an Administrative Services Agreement, Captovides various administrative services to the gany, including accounting, tax, le:
and facilities management. The Company is requedimburse Cantor for the cost of providing seehvices. The costs represent the direct
and indirect costs of providing such services aneddatermined based upon the time incurred byritliwidual performing such services.
Management believes that this allocation methodolegeasonable. The Administrative Services Agrenias a three-year term which will
renew automatically for successive one-year tenmhssg cancelled upon six months' prior notice biyegithe Company or Cantor. The
Company incurred administrative fees for such sesvduring the year ended December 31, 2000 angktiwd ended December 31, 1999
totaling $6,524,341 and $1,662,058, respectively.

6. Capitalization

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

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

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

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

In July 2000, in conjunction with the acquisitiop @antor of a municipal bond brokerage businessQbmpany issued 28,374 shares of
Class A common stock to the shareholders of thaieedjbusiness. The Company also granted an addit&8,374 shares of Class A
common stock to certain employees of the acquitesihiess in exchange for promissory notes, bothsasissed in Note 7.
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During the year ended December 31, 2000, the Coynpald 16,863 shares of Class A common stock patsoahe Company's Employee
Stock Purchase Plan as discussed in Note 10.

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

7. Business Partner Transactions

Williams and Dynegy: In June 2000, the Company $ol@ihe Williams Companies, Inc. (Williams) and gy, Inc. (Dynegy) one Unit ea
consisting of (i) 789,071 shares (the Shares)®fQbmpany's Class A common stock and (ii) warréhtsWarrants) exercisable for the
purchase of up to 666,666 shares of Class A constumk, for an aggregate purchase price for eachdf§25,000,000. The Warrants hav
per share exercise price of $35.20, a ten year asrare exercisable during the last 4 1/2 yeatiseoferm, subject to acceleration under
certain prescribed circumstances intended to peowidentives to Williams and Dynegy to invest inf@ualified Verticals as described
below. The Shares will not be transferable priathifirst anniversary of the Closing. The Compesgorded a non-cash charge of
$29,805,305 at the time of the Closing to refléet value of the Warrants.

Each of Williams and Dynegy agreed that, subjethéosatisfaction of certain conditions, it wilvist $2,500,000 in at least four entities (the
Qualified Verticals) to be formed by the Compand &antor within 12 months of the Closing (subjectxtension for a period not to exceed
six months under certain prescribed circumstartbesinvestment Period). It is expected that eachli@ed Vertical will be jointly owned by
industry market participants, the Company and Gaantd will establish a new vertical electronic aalképhonic marketplace with the
Company in which such Qualified Vertical will brakand possibly clear transactions for the industarket participants and other clients.
TradeSpark, the first Qualified Vertical, was efishied in September 2000. Products that may bedad other Qualified Verticals include
natural gas liquids, petrochemicals, crude oil baddwidth. Each of Williams and Dynegy will not essarily invest in the same Qualified
Verticals as the other. In connection with up torfadditional Qualified Verticals, Williams and,lgect to certain limitations, Dynegy, will |
entitled to invest $25,000,000 in shares of the gamy's Class A common stock (the Additional InvesithRight). Such right provides for
investment at a 10% discount to the average traglilcg for the 10 trading days preceding the dawioh party's investment in such new
Qualified Vertical, or, under certain circumstanaég public announcement of the formation of sQcialified Vertical. The Additional
Investment Right was approved by stockholderseattbmpany's 2000 Annual Meeting of Stockholder©otober 26, 2000. Any shares of
Class A common stock purchased pursuant to thetidddi Investment Right will not be transferabléopto the first anniversary of issuan

The Company entered into a stock purchase agreenibnCantor providing for the purchase by the Campfrom Cantor of half of the
number of shares purchased by Williams and Dyniegiye aggregate, each time an Additional InvestrReght is exercised for the same
purchase price per share as is paid by Williamskymkgy at the time.
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TradeSpark: On September 25, 2000, the CompangZantbr, in conjunction with Williams and other peigants in the energy market,
formed TradeSpark to operate a wholesale electamictelephonic marketplace in North America faura gas, electricity, coal, emissions
allowances, and weather financial products.

The Company invested $2,000,000 for a 5% intere$tadeSpark and Cantor invested $4,250,000 anglilcoted certain assets in exchange
for a 28.33% interest. The remaining 66.67% intenes purchased by energy industry market partitgéEIPs). The Company has also
entered into a technology services agreement walddSpark pursuant to which the Company providesethnology infrastructure for the
transactional and technology related elementseofladeSpark marketplace as well as certain o#hrgicges in exchange for specified
percentages of transaction revenues from the npaost

In order to provide incentives to the EIPs to tradehe TradeSpark electronic marketplace, the Gomssued 5.5 million shares of Serie
Redeemable Convertible Preferred Stock (SeriesefeRed Stock) and 2.5 million shares of Seriese@de@mable Convertible Preferred
Stock (Series B Preferred Stock) to a limited lisbcompany newly-formed by the EIPs. Upon thasfattion of certain revenue thresholds
and other conditions, principally related to théuwoe of transactions executed through the TraddéSparketplace, the Series A Preferred
Stock and Series B Preferred Stock are converititbeSeries A and B Warrants, respectively, toegillzely purchase up to 8 million shares
of the Company's Class A common stock at an exepmise of $27.94 per share. To the extent thattmelitions to full conversion are not
satisfied, each share of unconverted Series A aRteRerred Stock may be redeemed at the Compapiytpor may be converted into
1/100th of a share of the Company's Class A comstack. The Company has recognized a non-cash cbaf&235,200, equal to the fair
value of the 80,000 shares of Class A common gs&stkable upon conversion of the preferred stoakgife of the conditions are met. The
Company will recognize additional non-cash chargéated to the issuance of these shares of prefstoek if and when they are converted
over the next six years, which non-cash chargekl@agregate $53,644,800 if all conditions (inchglbut not limited to TradeSpark total
transaction revenues of at least $250,000,000nateand all shares of preferred stock are conveftee fair value of the Preferred Stock was
estimated based on the value of the warrants ihfohnthe Preferred Stock would be converted (assgrill conversion), discounted for
liquidity, hedging, and dilution issues. The watswere valued using a modified Black-Scholes pgaenodel and asumptions as to risk-free
interest rate, expected life and range of expeatéatility of 6.3%, 10 years, and 32% to 55%, raspely.

Municipal Partners: On July 21, 2000, Cantor FitatgePartners, an affiliate of eSpeed, purchasedUts. municipal bond brokerage busit
and certain other assets of Municipal Partners,(Mel) for approximately $1,500,000 and eSpeedddso MPI's shareholders 28,374 sh
of the Company's Class A common stock having aevatiuhe date of issuance of $1,350,000. Althobglpurchased assets are owned by
Cantor Fitzgerald Partners, eSpeed is entitled@¥d.of the revenues generated from any fully ebmitrtransaction effected in a marketpl
utilizing the eSpeed(SM) system by its affiliatesguant to a Joint Services Agreement, as amemadeahg eSpeed and its affiliates,
including Cantor Fitzgerald Partners. In additionorder to provide incentives to promote the uséhe eSpeed(SM) trading platform in
connection with the purchased business, eSpeetkdran aggregate of 28,374 restricted shares Gfass A common stock to certain
employees and shareholders of MPI in exchangenferést-bearing promissory notes that are due2lyl2010 (the Pledged Shares). The
promissory notes are reflected in the consolidatattment of financial condition as Subscriptiorcé&eable within
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stockholders' equity. The Pledged Shares may leenedd, at the option of eSpeed, by cancellatidheofelated note(s) if eSpeed does not
receive $3,000,000 in electronic transaction reesrgenerated by Cantor's municipal bond brokeragméss for any consecutive 12-month
period within three years of July 21, 2000.

8. Long-Term Incentive Plan

The Company has adopted the eSpeed, Inc. 1999 Teng-Incentive Plan (the LT Plan) which providesdwards in the form of 1) either
incentive stock options or non-qualified stock opt (NQSOSs); 2) stock appreciation rights;

3) restricted or deferred stock; 4) dividend eql@nts; 5) bonus shares and awards in lieu of otidiga to pay cash compensation; and 6)
other awards, the value of which is based in whol& part upon the value of eSpeed's common stock.

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

9. Options and Warrants

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

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

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

The weighted average grant date fair values of eye stock options granted were $16.90 and $18124é year ended December 31, 2000
and the period ended December 31, 1999, respectidall the Company accounted for the options istibsskbased compensation plan ba
on the fair value of awards at grant date in a reagonsistent with the methodology of SFAS 123,Gbenpany's net loss and loss per
common share would have increased by $28,738,84%$@u36, and $6,642,591 and $0.15, for the yeaeecember 31, 2000 and the
period ended December 31, 1999, respectively.

Concurrent with the Offering, the Company issue,220 options to Cantor employees and a consultéet.estimated fair value of the
options at the time of the Offering resulted innedime non-cash charge to the Company of $2,880r0the period ended December 31,
1999.

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

The fair value of the above options and warrants estimated using a modified Black-Scholes optidcing model. The Black-Scholes
option valuation model was developed for use imeding the fair value of traded options that hawvevesting restrictions and are fully
transferable. In addition, option valuation modelguire the input of highly subjective assumptiomduding the expected stock price
volatility. Because the Company's stock optionsehelvaracteristics significantly different from tleasf traded options, and because changes
in the subjective input assumptions can matergfgct the fair value estimate, in management'siopj the existing models do not
necessarily provide a reliable single measure efdir value of the stock options or warrants. @ksumptions which were used in the Black-
Scholes model for the year ended December 31, 200@he period ended December 31, 1999 includkdneg interest rates of 5.25% and
6.0%, expected lives ranging from two to eight gemnd three to eight years, and expected volatifi§0% and 55% , respectively. There
were no assumed dividends.

In June 2000, the Company sold 1,333,332 warrantsiichase Class A common stock to business parasadiscussed in Note 7. The
warrants expire in June 2010 and are generallycesadrle beginning December 2004. The estimated/éire of the warrants at the time of
issuance resulted in a one-time non-cash chartiet@ompany of $29,805,305. The fair value of tlagrants was estimated using a modified
Black-Scholes pricing model and assumptions aiskefree interest rate, expected life, and expeet#dtility of 7.4%, 10 years, and 48%,
respectively.

The following table summarizes changes in optionmsaarrants from March 10, 1999 (date of commencgmEoperations) to December .
2000.

Cantor Weighted
eSpeed Employee & Average
E mployee Consultant Exercise
Options Options  Warrants Total Price Expiration Dates
Granted ........ccooveveiiiininenene , 227,445 290,320 135,000 6,652,765 $ 22.00 12/2004 - 12/2009
Exercised - - - - --
Canceled (24,900) (24,900) $ 22.00
Balance, December 31, 1999 ................... 6, 202,545 290,320 135,000 6,627,865 $ 22.00 12/2004 - 12/2009
Granted .........ccooeieiiiiiiie, , 770,312 1,333,332 5,103,644 $ 25.76 2/2010 - 12/2010
Exercised - - -- - -
Canceled 292,460) - (292,460) $ 24.38
Balance, December 31, 2000 ................... 9, 680,397 290,320 1,468,332 11,439,049 $ 23.62 12/2004 - 12/2010
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The following table provides further details refatito the Company's stock options and warrantsandsng as of December 31, 2000.

Options & Warrants

Options & Warrants Outstanding Exercisable
Weigh ted
Weighted Aver age Weighted
Average Remain ing Average
Number Exercise Contractual L ife Number Exercise
Range of Exercise Prices Outstanding  Price (inyea rs) Exercisable  Price
10.00t0 19.99...coiiiiiiiiii e 2,220,510 16.29 9.9 -- -
20.00t0 29.99....ccciiiii e 7,049,483 22.22 8.3 2,145,657 22.00
30.00t039.99....ccciiiii e 1,662,606 32.91 9.4 -- -
40.00t049.99...cciiiiiiiiii e 448,110 43.19 9.5
50.00t059.99....cccoiiiiiiii e 44,894 55.01 9.2
60.00t0 69.99.....cciiiiiii e 11,346 62.93 9.2
70.00t0 77.00......coiiiiiiiieiiieeeeeeeee 2,100 74.80 9.2
11,439,049 23.62 8.8 2,145,657 22.00

10. Stock Purchase Plan

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

withheld in the fourth quarter.
11. Deferred Compensation Plan

Employees of the Company are eligible to parti@patthe eSpeed Inc. Deferral Plan for EmployedgSaftor Fitzgerald, L.P. and its
Affiliates (the Plan), whereby eligible employeeaytelect to defer a portion of their salaries bnecling the Company to contribute to the
Plan. The Plan is available to all employees ofGbenpany meeting certain eligibility requirementsl & subject to the provisions of the
Employee Retirement Income Security Act of 1974 pleryee contributions are directed to one or movestment funds, one of which,
beginning in 2000, invests in the Company's Clagemmon stock (the eSpeed Stock Fund). The Comp#dhmatch contributions to the
eSpeed Stock Fund annually with up to $3,000 ofdbmpany's Class A common stock per participan20@i, the Company will contribute
13,764 shares of its Class A common stock relatrgmployee contributions to the eSpeed Stock Fointhe year ended December 31,
2000. The administration of the Plan is performgdBFLP. The Company pays its proportionate shasolfi administrative costs under the

Administrative Services Agreement.

12. Regulatory Capital Requirements

Through its subsidiary, eSpeed Government Secsyritie., the Company is subject to Securities axch&Bnge Commission (SEC) broker-
dealer regulation under Section 15C of the Seeusriti
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Exchange Act of 1934, which requires the mainteaafaninimum liquid capital, as defined. At DecemBg&, 2000, eSpeed Government
Securities, Inc.'s liquid capital of $28,944,29%\irmexcess of minimum requirements by $28,919,299.

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

13. Segment and Geographic Data

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

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

For the period

F or the year from March 10,
ended 1999 to

D ecember 31, December 31,
Transaction Revenues: 2000 1999
BUIOPE ..eooiiiiiiiecie e $ 16,346,790 $ 5,392,923
ASIA oo, 1,397,154 450,457
Total NON-AMEricas .....cccccveeeeeevennennns 17,743,944 5,843,380
AMENICAS ....cvvveeeeeiiiee e 80,447,284 19,538,167
Total .o $ 98,191,228 $ 25,381,547

December 31, December 31,

Average long-lived assets 2000 1999
EUIOPE ..ovevveeee e $ 2,225,886 $ 2,257,914
ASIA e 791,570 925,790
Total Non-Americas .........cocccvveeevunenn. 3,017,456 3,183,704
AMENICAS ...ocvvvvvveeiiiee e 13,736,827 5,236,613
Total oo $ 16,754,283 $ 8,420,317
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14. Subsequent Event

On January 29, 2001, the Company and Cantor agodedn a limited partnership (the LP) to acquireiaterest in Freedom International
Brokerage (Freedom), a Canadian government samukitoker-dealer. The Company has agreed to cater@il0,770 shares of its Class A
common stock to the LP as a limited partner. Them@any will share in 15% of the LP's cumulative isobut not in cumulative losses.
Cantor agreed to contribute 103,589 shares of tnepgany's Class A common stock as the general pa@aator will be allocated all of the
LP's cumulative losses or 85% of the cumulativdifsrorhe LP will exchange the 414,359 shares 664 % interest in Freedom. In additi
the Company will issue warrants to purchase 400sb@0es of its Class A common stock to providerntiges to the other Freedom owner
participants to migrate to the Company's fully &leaic platform. Accordingly, the Company currenglypects to record a one-time non-cash
charge of approximately $3,600,000 representing/#hee of the warrants.

The Company will be entitled to 100% of the elegicdransaction services revenues generated byléneand will pay 35% of that to
Freedom as a fee in respect of fulfillment servidése Company will also receive 35% of Freedomveneies derived from all voice-assisted
transactions, other miscellaneous transactiongrendale of market data or other information.

15. Quarterly Information (Unaudited)

The unaudited quarterly results of operations ef@ompany for 2000 and 1999 are prepared in aceoedaith generally accepted
accounting principles. The information presentdibots all adjustments (which consist of normalureinig accruals) that are, in managem
opinion, necessary for the fair presentation ofiltesof operations for the periods presented.

2000 Quar ter Ended

March 31 June 30 September 30 December 31
Total revenues ......ccccocvvvvciicciiicciieees e, $24,250,227 $ 29,658,717 $ 29,373,596 $ 35,648,350
Total eXPenses .....ccccvvvvviiviisieeees e, 29,083,643 68,578,359 40,572,267 40,702,481
Loss before provision for income taxes ........... L. (4,833,416) (38,919,642) (11,198,671) (5,054,131)
Income tax provision .......ccccccevvevvvcccees s 92,500 107,500 88,125 118,000
NetloSS oo e $(4,925,916) $(39,027,142) $(11,286,796) $(5,172,131)
Netloss per share ......cccccvvvvvvccnccee s $ (0.10) $ (0.76) $ (0.22) $ (0.10)

March 10 1 999 Quarter Ended

through 26, ------------- e
1999 June 25 September 24 December 31

Total revenues ......ccccoovvvvcicciiicciiees e, $ 1,948,250 $10,569,356 $ 11,621,863 $ 14,049,456
Total EXPENSES .covvveviiiiiieiiieeeeeceeeee e 2,486,758 13,321,989 15,116,370 20,062,610
Loss before provision for income taxes ............ e (538,508) (2,752,633) (3,494,507) (6,013,154)
Income tax benefit .....ccccoovvevvveiiieeees (13,470) (68,849) (89,488) (40,082)
NEIOSS cvvvvvieiieceieiececeee oo $ (525,038) $(2,683,784) $ (3,405,019) $ (5,973,072)
Net10Ss per share .....ccccovevvecvvceecevceec i, $ (0.01) $ (0.06) $ (0.08) $ (0.13)
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PART Il
INFORMATION NOT REQUIRED IN PROSPECTUS
ITEM 14. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION.

The following table sets forth the expenses (othan underwriting compensation expected to be neclirin connection with this offering.
of such amounts (except the SEC registration feletlae NASD filing fee) are estimated. None of tRpenses set forth in the following table
are expected to be paid by the selling stockholders

SEC registration fee .....ccccccovevvvveevceeees $ 58,359.84
NASD filing fee ..cccovvvviiiiiiiiicee 23,843.94
Blue Sky fees and expenses .......ccccccvvcceees i, 10,000.00
Printing and engraving COStS ......cccocvuvveeeee e 150,000.00
Legal fees and eXpenses .......cccccvvvvvveeees e 200,000.00
Accounting fees and expenses ...........ccccoeuuees 100,000.00
Transfer agent and registrar fees and expenses .... 3,500.00
Miscellaneous .........cccccoovvvvveeiniineeennne 4,296.22
Total v e $550,000.00

ITEM 15. INDEMNIFICATION OF DIRECTORS AND OFFICERS.

Our Second Amended and Restated By-Laws provideatbahall, to the fullest extent permitted by 8ettl45 of the General Corporation
Law of the State of Delaware (the "DGCL"), as anehftom time to time, indemnify all persons whormiy indemnify pursuant thereto.

Section 145 of the DGCL permits a corporation, urspecified circumstances, to indemnify its direstofficers, employees or agents age
expenses (including attorneys' fees), judgmentssfand amounts paid in settlements actually aasbrebly incurred by them in connection
with any action, suit or proceeding brought bydtparties by reason of the fact that they weraedaectors, officers, employees or agent
the corporation, if such directors, officers, enygles or agents acted in good faith and in a mahegrreasonably believed to be in or not
opposed to the best interests of the corporatidn&ith respect to any criminal action or proceegglimad no reason to believe their conduct
was unlawful. In a derivative action, i.e., onednjin the right of the corporation, indemnificatioray be made only for expenses actually and
reasonably incurred by directors, officers, empésyer agents in connection with the defense desstnt of an action or suit, and only with
respect to a matter as to which they shall havedaotgood faith and in a manner they reasonabig\e to be in or not opposed to the best
interests of the corporation, except that no indécation shall be made if such person shall haeerbadjudged liable to the corporation,
unless and only to the extent that the court inclvlthe action or suit was brought shall determipenuapplication that the defendant direct
officers, employees or agents are fairly and realslyrentitled to indemnity for such expenses desgiich adjudication of liability.

The Underwriting Agreement, filed as Exhibit 1, ypides that the Underwriters named therein will imaéfy us and hold us harmless and
each of our directors, officers or controlling g®rs from and against certain liabilities, includiiabilities under the Securities Act. The
Underwriting Agreement also provides that such Wwdéers will contribute to certain liabilities @uch persons under the Securities Act.
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ITEM 16. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(a) Exhibits
EXHIBIT INDEX

Exhibit
Number Description

1 Form of Underwriting Agreement

2.1 Assignment and Assumption Agreement, dated Becember 9, 1999, by and among Cantor FitzgetaRi, Cantor Fitzgerald
Securities, CFFE, LLC, Cantor Fitzgerald L.L.C.,REF, LLC, Cantor Fitzgerald & Co. and eSpeed, Imcdrporated by reference to Exhibit
2.1 to the Registrant's Annual Report on Form 1fikthe fiscal year ended December 31, 1999).

2.2 Assignment and Assumption Agreement, dated Beoember 9, 1999, by and among Cantor Fitzgdraéinational, eSpeed Securities
International Limited and Cantor Fitzgerald Intdromal Holdings, L.P. (incorporated by referencé&tdibit 2.2 to the Registrant's Annual
Report on Form 10-K for the fiscal year ended Deoen31, 1999).

4 Specimen Class A common stock certificate (inomafed by reference to Exhibit 4.1 to the RegidtsaRegistration Statement on Form S-1
(Reg. No. 333-87475)).

5* Opinion of Morgan, Lewis & Bockius LLP.

23.1 Consent of Deloitte & Touche LLP.
23.2* Consent of Morgan, Lewis & Bockius LLP (conta ined in Exhibit 5)

24* Powers of Attorney (included on signature page)

* Previously filed.
(b) Financial Statement Schedules

The financial statement schedules are omitted Isectiiey are inapplicable or the requested infolomas shown in the consolidated financial
statements of eSpeed, Inc. or related notes thereto

ITEM 17. UNDERTAKINGS.

1. The undersigned registrant hereby undertakésftrgourposes of determining any liability undlee Securities Act of 1933, each filing of
the registrant's annual report under Section 1@(ap(d) of the Securities Exchange Act of 1934d(avhere applicable, each filing of an
employee benefit plan's annual report under Sedtigd) of the Securities Exchange Act of 1934) thamcorporated by reference in the
registration statement shall be deemed to be aregistration statement relating to the securitiésred therein, and the offering of such
securities at that time shall be deemed to benitialibona fide offering thereof.

2. Insofar as indemnification for liabilities angi under the Securities Act may be permitted tealors, officers and controlling persons of
Registrant pursuant to the foregoing provisiongtberwise, the Registrant has been advised th#tgi opinion of the Securities and
Exchange Commission, such indemnification is agaioblic policy as expressed in the Securitiesaal is, therefore, unenforceable. In the
event that a claim for indemnification against sliahilities (other than the payment by the Registrof expenses incurred or paid by a
director, officer, or controlling person of the R&gant in the successful defense of any actioit, suproceeding) is asserted by such director,
officer, or controlling person in connection withetsecurities being registered, the Registrant willess in the opinion of its counsel the
matter has been settled by controlling precedeiing to a court of appropriate jurisdiction theegtion whether such indemnification by it is
against public policy as expressed in the Secarfigt and will be governed by the final adjudicatif such issue.

3. The undersigned registrant hereby undertakes tha

(1) For purposes of determining any liability untiee Securities Act, the information omitted frome form of Prospectus filed as part of this
Registration Statement in reliance on Rule 430A



-2



contained in a form of Prospectus filed by us pansto Rule 424(b)(1) or (4) or 497(h) under theuBities Act shall be deemed to be part of
this Registration Statement as of the time it wadated effective.

(2) For purposes of determining any liability unttee Securities Act, each post-effective amendrteitcontains a form of Prospectus shall
be deemed to be a new registration statementrrgladithe securities offered therein, and the oféeof such securities at that time shall be
deemed to be the initial bona fide offering thereof
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SIGNATURES

Pursuant to the requirements of the SecuritiesoA&B33, the Registrant certifies that it has reabte grounds to believe that it meets all of
the requirements for filing on Form S-3 and haydalused this Amendment No. 1 to Registration 8tat¢ on Form S-3 to be signed on its
behalf by the undersigned, thereunto duly authdrizethe City of New York, the State of New Yodq the 23rd day of February, 2001.

By:

eSPEED, INC.

/'s/ HOMRD W LUTNI CK

Name: Howard W Lutnick
Title: Chairman of the Board and Chi ef
Executive Oficer

Pursuant to the requirements of the SecuritiesoAtB33, this Amendment No. 1 to Registration Steet on Form S-3 has been signed by
the following persons in the capacities and ondiies indicated.

Signature

Title(s) Date

/sl HOWARD W. LUTNICK Chairman of the Bo ard and Chief Executive February 23, 2001

Officer (Principal
Howard W. Lutnick

Executive Officer)

* President and Chie f Operating Officer February 23, 2001
Frederick T. Varacchi
/s DOUGLAS B. GARDNER Vice Chairman February 23, 2001
Douglas B. Gardner
* Senior Vice Presid ent and Chief Financial February 23, 2001
Officer (Principal Financial and Accounting
Jeffrey G. Goldflam Officer)



Signature Title(s) Date

* Director February 23, 2001

Richard C. Breeden

* Director February 23, 2001
Larry R. Carter
* Director February 23, 2001
William J. Moran
* Director February 23, 2001
Joseph P. Shea

*By: /s/ Douglas B. Gardner

Dougl as B. Gardner, Attorney-in-Fact
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UNDERWRITING AGREEMENT
, 2001

UBS Warburg LLC

Lehman Brothers Inc.

J.P. Morgan Securities Inc.

As Representatives of the several Underwriters dam&chedule A hereto

c/o UBS Warburg LLC
299 Park Avenue
New York, New York 1017-0026

Ladies and Gentlemen:

eSpeed, Inc., a Delaware corporation (the "Compaanyd an indirect subsidiary of Cantor FitzgeraldP., a Delaware limited partnership
(the "Parent"), proposes to issue and sell to tiemwriters named in Schedule A annexed heretd'(dhderwriters™) an aggregate of
2,500,000 shares of its Class A Common Stock, gedalue (the "Common Stock"), Cantor FitzgeraddBities, a New York partnership
(the "Selling Stockholder") and a subsidiary of Begent, proposes to sell to the Underwriters 4(BlIDshares of Common Stock and certain
warrantholders of the Company named in Scheduler@xed hereto (the "Warrantholders") propose tcasehggregate of 135,000 shares of
Common Stock upon exercise of their warrants (ctillely, the "Firm Shares"). In addition, solely the purpose of covering over-
allotments, the Selling Stockholder proposes totgi@the Underwriters the option to purchase ftbmSelling Stockholder up to an
additional 1,070,250 shares of Common Stock (thddi#onal Shares" and, collectively with the Firtha®es, the "Shares"). The Company,
the Selling Stockholder and the Warrantholdershareinafter sometimes referred to collectivelyhas"Sellers." The Shares are described in
the Prospectus as defined below.

The Company has filed, in accordance with the miouis of the Securities Act of 1933, as amendedl tla@ rules and regulations thereunder
(collectively called the "Act"), with the Securii@nd Exchange Commission

(the "Commission") a registration statement on F8r3 (Reg. No. 333-55746)

including a prospectus, relating to the Shares.Gtmpany has furnished to you, for use by the Undtars and by dealers, copies of one or
more preliminary prospectuses (each thereof beémgih called a "Preliminary Prospectus”) relatioghte Shares. Except where the context
otherwise requires, the registration statemenhnasnded when it becomes effective, including atiutieents filed as a part thereof, and
including any information contained in a prospeciubsequently filed with the Commission pursuarRtte 424(b) under the Act and
deemed to be part of the registration statemethieatime of effectiveness pursuant to Rule 430(@#dar the Act and also including any
registration statement filed pursuant to Rule 4pa¢@mer the Act, is herein called the "RegistraBiatement,” and the prospectus, in the form
filed by the Company with the Commission pursuariRtile 424(b) under the Act on or before the sedmrsiness day after the date hereof
(or such earlier time as may be required undeAttgor, if no such filing is required, the form fimal prospectus included in the Registration
Statement at the time it became effective, is heralled the "Prospectus.” Any reference hereithéoRegistration Statement, a Preliminary
Prospectus or the Prospectus shall be deemedetotoedind include the documents incorporated bgreeice therein pursuant to Form S-3
which were filed under the Exchange Act on or befiie Effective Date of the Registration Statenoerihe issue date of such Preliminary
Prospectus or the Prospectus, as the case magdang reference herein to the terms "amend," "a@memt" or "supplement” with respect
the Registration Statement, any Preliminary Prasisear the Prospectus shall be deemed to referdanalude the filing of any document
under the Exchange Act after the Effective DatthefRegistration Statement, or the issue dateyPaeliminary Prospectus or the
Prospectus, as the case may be, deemed to beonatag therein by referenc



The Company, the Parent, the Warrantholders, thm&&tockholder and the Underwriters agree aoves:

1. Sale and Purchase. Subject to such adjustmegtsuamay determine to avoid fractional sharesQbmpany hereby agrees, subject to all
the terms and conditions set forth herein, to issusell to each Underwriter and, upon the bddiseorepresentations, warranties and
agreements of the Sellers and the Parent heretained and subject to all the terms and conditsmidorth herein, each Underwriter agrees,
severally and not jointly, to purchase from the @amy, at a purchase price of $ per Sharé'fftirehase price per share"), that number
of Firm Shares which bears the same proportiohéaggregate number of Firm Shares to be issuedaddy the Company as the number
of Firm Shares set forth opposite the name of &ilmaterwriter in Schedule A annexed hereto (or sughbver of Firm Shares increased as set
forth in Section 8 hereof) bears to the aggregateber of Firm Shares.

Subject to such adjustments as you may determiaedil fractional shares, the Selling Stockholdeneby agrees, subject to all the terms
conditions set forth herein, to sell to each Undgervand, upon the basis of the representatioas;amties and agreements of the Sellers and
the Parent herein contained and subject to alieitras and conditions set forth herein, each Undanagrees, severally and not jointly, to
purchase from the Selling Stockholder at the psetmice per share, that number of Firm Shareshabears the same proportion to the
aggregate number of Firm Shares to be sold by ¢élim& Stockholder as the number of Firm Sharesmsét opposite the name of such
Underwriter in Schedule A annexed hereto (or sughlver of Firm Shares increased as set forth in@e8thereof) bears to the aggregate
number of Firm Shares.



Subject to such adjustments as you may determiaedial fractional shares, each of the Warranthsldgrees, subject to all the terms and
conditions set forth herein, to sell to each Undgervand, upon the basis of the representatioas;amties and agreements of the Sellers and
the Parent herein contained and subject to alieitres and conditions set forth herein, each Undamnagrees, severally and not jointly, to
purchase from each of the Warrantholders, at thehgise price per share, that number of Firm Shanésh bears the same proportion to the
number of Firm Shares set forth opposite the nainseach Warrantholder in Schedule B annexed hereth@number of Firm Shares set fc
opposite the name of such Underwriter in Schedudsdexed hereto (or such number of Firm Sharesdsed as set forth in Section 8
hereof) bears to the aggregate number of Firm Share

The Company, the Warrantholders and the Sellingkbimlder are advised by you that the Underwritetsnd (i) to make a public offering of
their respective portions of the Firm Shares as sdter the effective date of the Registration &tant as in your judgment is advisable and
(i) initially to offer the Firm Shares upon thettgs set forth in the Prospectus. You may from tim#me increase or decrease the public
offering price after the initial public offering guch extent as you may determine.

The Selling Stockholder agrees, subject to altéinms and conditions set forth herein, to selhWnderwriters, and upon the basis of the
representations, warranties and agreements ofefher$Sand the Parent herein contained, the Undteraishall have the right to purchase
from the Selling Stockholder, severally and nonflyi, all or a portion of the Additional Sharesraay be necessary to cover over-allotments
made in connection with the offering of the Firma@s, at the same purchase price per share tadbypthe Underwriters to the Company,
the Warrantholders and the Selling StockholdetherFirm Shares. This option may be exercised hygrobehalf of the several Underwrit
at any time (but not more than once) on or befoeethirtieth day following the date hereof, by teit notice to the Selling Stockholder. Such
notice shall set forth the aggregate number of Aaltl Shares as to which the option is being éged; and the date and time when the
Additional Shares are to be delivered (such datktiame being herein referred to as the additioimad tof purchase); provided, however, that
the additional time of purchase shall not be eattian the time of purchase (as defined below)eawlier than the second business day(1)
the date on which the option shall have been esedanor later than the tenth business day afteddteon which the option shall have been
exercised. The aggregate number of Additional Shirde sold to each Underwriter shall be the numiéch bears the same proportion to
the aggregate number of Additional Shares beinghased as the number of Firm Shares set forth dpghs name of such Underwriter on
Schedule A hereto bears to the aggregate numbgrrofShares (subject, in each case, to such adundtas you may determine to eliminate
fractional shares).

(1) As used herein "business day" shall mean abdayhich the New York Stock Exchange is open faditng.
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2. Payment and Delivery. Payment of the purchaise for the Firm Shares shall be made to the Comphe Warrantholders and the Sell
Stockholder by Federal Funds immediately availabie transfer, against delivery of the certificatesthe Firm Shares to you through the
facilities of the Depository Trust Company for tlespective accounts of the Underwriters. Such payiued delivery shall be made at 10:00
A.M., New York City time, on, 2001 (unless anotliere shall be agreed to by you and the Companyttam&elling Stockholder or unless
postponed in accordance with the provisions ofiBe@ hereof). The time at which such payment agltvery are actually made is hereina
sometimes called the time of purchase. Certificliethe Firm Shares shall be delivered to youefirdtive form in such names and in such
denominations as you shall specify on the secosthbas day preceding the time of purchase. Fgpuhgose of expediting the checking of
the certificates for the Firm Shares by you, thenfany, the Warrantholders and the Selling Stocldraddjree to make such certificates
available to you for such purpose at least onebiudiness day preceding the time of purchase.

Payment of the purchase price for the Additionar®h shall be made at the additional time of peeliathe same manner and at the same
office as the payment for the Firm Shares. Cediéis for the Additional Shares shall be delivetedau in definitive form in such names and
in such denominations as you shall specify no ldtan the second business day preceding the adfitione of purchase. For the purpose of
expediting the checking of the certificates for &dtlitional Shares by you, the Selling Stockholdgrees to make such certificates available
to you for such purpose at least one full busiegspreceding the additional time of purchase.

3. Representations and Warranties of the ComphaeryRarent, the Warrantholders and the Selling &udkr.
(i) The Company and the Parent jointly and severaipresent and warrant to each of the Underwriteas

(a) the Company meets the requirements for usewh IS-3 under the Act; none of the Company, thérigeStockholder or the Parent has
received, or has notice of, any order of the Comioispreventing or suspending the use of any Pirding Prospectus, or instituting
proceedings for that purpose, and each PrelimiRasgpectus, at the time of filing thereof, confodne all material respects to the
requirements of the Act; and when the Registrafitatement becomes effective, the Registration ®&eand the Prospectus will conforn
all material respects with the provisions of thd,And the Registration Statement will not contiruntrue statement of a material fact or
omit to state a material fact required to be stétedein or necessary to make the statements theo¢imisleading, and the Prospectus will
contain an untrue statement of a material facthait to state a material fact required to be stétedein or necessary to make the statements
therein, in light of the circumstances under whindly were made, not misleading; provided, howethat, each of the Company and the P«
makes no warranty or representation with respeahyostatement contained in or omitted from thei®egion Statement or the Prospectus in
reliance upon and in conformity with informatiomeerning the Underwriters (in their capacity ashgwand furnished in writing by or on
behalf of any Underwriter (in its capacity as suthipugh you (in your capacity as representatifeheseveral Underwriters) to the
Company expressly for use in the Registration 8tate or the Prospectus; and none of the Compaeys¢hing Stockholder, the Parent nor
any of their respective affiliates has distribugey offering material in connection with the offegior sale of the Shares other than the
Registration Statement, the Preliminary Prospeth@sProspectus or any other materials, if anyngeed by the Act;
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(b) as of the date of this Agreement, the Compaasydn authorized capitalization as set forth uttteheading entitled "Actual” in the sect

of the Registration Statement and the Prospectitteeri'Capitalization” and, as of the time of phase and the additional time of purchas
the case may be, the Company shall have an authocapitalization as set forth under the headiniglesh"As Adjusted" in the section of the
Registration Statement and the Prospectus entifladitalization"; all of the issued and outstandamgires of capital stock of the Company
have been duly and validly authorized and issuedaae fully paid and non-assessable, have beeedssicompliance in all material respects
with all federal and state securities laws and watsgssued in violation of any preemptive riglesale right, right of first refusal or similar
right;

(c) The documents incorporated by reference irRibgistration Statement, when they became effectiveere filed with the Commission, as
the case may be, conformed in all material resgedise requirements of the Act or the Exchange Astapplicable, and the rules and
regulations of the Commission thereunder, and mdiseich documents contained an untrue statementradterial fact or omitted to state a
material fact required to be stated therein or semey to make the statements therein not misleadirdyany further documents so filed and
incorporated by reference in the Registration &tatd, when such documents become effective orlateviith Commission, as the case may
be, will conform in all material respects to thgquaements of the Act or the Exchange Act, as applie, and the rules and regulations of the
Commission thereunder and will not contain an unstatement of a material fact or omit to stateatenil fact required to be stated therein
or necessary to make the statements therein nt#adiag;

(d) the Company has been duly incorporated andlidly existing as a corporation in good standinger the laws of the State of Delaware,
with the requisite corporate power and authoritpum, lease and operate its properties and conduotisiness as described in the
Registration Statement;



(e) the Company is duly qualified to do businesa &sreign corporation in good standing in eacfsgliction where the ownership or leasing
of its properties or the conduct of its businesgit@s such qualification, except where the failereo qualify would not reasonably be
expected to have a material adverse effect onubméss, operations, prospects, properties, conditinancial or otherwise) or results of
operation of the Company and the Subsidiaries €esitafter defined) taken as a whole (a "Materidvérse Effect"). The Company has no
subsidiaries (as defined in the Act) other thanee8iSecurities, Inc., eSpeed Government Seculities,eSpeed International Limited,
eSpeed Markets, Inc., eSpeed (Hong Kong) Holdinrel, eSpeed (Hong Kong) Holdings Il, Inc., eSp@dong Kong) Limited, eSpeed
(Australia) Pty Limited, eSpeed (Canada), Inc. aBgeed (Japan) Limited (collectively, the "Subsid&); the Company, directly or
indirectly, owns 100% of the outstanding capitatktof the Subsidiaries; other than the Subsidiatlee Company does not own, directly or
indirectly, any shares of stock or any other eqaitjong-term debt of any corporation or have ainga or indirect equity interest or
ownership of long-term debt in any firm, partnepshoint venture, association or other entity, etder TradeSpark, LP, in which the
Company owns a 5% of the limited partnership irgereisible Markets and QV Trading; complete andect copies of the certificates of
incorporation and of the bylaws of the Company @medSubsidiaries and all amendments thereto hase thelivered to you; eSpeed Markets,
Inc., eSpeed (Hong Kong) Holdings 1, Inc., eSpd¢ong Kong) Holdings Il, Inc., eSpeed (Hong Konginited, eSpeed (Australia) Pty
Limited, eSpeed Canada, Inc. have no material sid&#tilities, operations or properties; each $ibsy has been duly incorporated and is
validly existing as a corporation in good standimgler the laws of the jurisdiction of its incorpioa, with the requisite corporate power and
authority to own, lease and operate its propediesto conduct its business as described in thesRatipn Statement; each Subsidiary is duly
qualified to do business as a foreign corporatingdod standing in each jurisdiction where the awhi@ or leasing of the properties or the
conduct of its business requires such qualificatixtept where the failure to so qualify would ressonably be expected to have a Material
Adverse Effect; all of the outstanding shares gited stock of each of the Subsidiaries have bagy authorized and validly issued, are fully
paid and non-assessable and are owned by the Cgraphject to no security interest, other encumbearcadverse claims; no options,
warrants or other rights to purchase, agreemenither obligations to issue or rights to convest ahligation into shares of capital stock or
ownership interests in the Subsidiaries are outigtan

(f) the Company and each of the Subsidiaries acempliance in all material respects with the agadlie laws, rules, regulations and
directives, and applicable orders, issued or adit@ned by each jurisdiction in which they condbeiit respective businesses;

6



(g9) none of the Company or any of the Subsidiasiethe Selling Stockholder or the Parent or antheir respective subsidiaries is in breach
or violation of, or in default under (nor has amwgmet occurred which with notice, lapse of timepoth would result in any breach or violation
of, or constitute a default under)

(each such breach, violation, default or evenDefdult Event"), (i) its respective charter or layvs or partnership agreement, as the case
be, or (ii) in the performance or observance of anygation, agreement, covenant or condition coehin any license, permit, indenture,
mortgage, deed of trust, bank loan or credit agesdror other evidence of indebtedness, or any Jeasdract or other agreement or
instrument to which the Company, the Selling Statttér, the Parent or any of their respective subsak is a party or by which any of them
or any of their properties is bound or affectedioder any federal, state, local or foreign lawutatjon or rule or any decree, judgment or
order applicable to the Company, the Selling Stotdér, the Parent or any of their respective suases, other than such Default Events as
would not, individually or in the aggregate, reasoly be expected to have a Material Adverse Effarin the case of the Selling Stockhol
and the Parent and their respective subsidiartbei(¢than the Company and the Subsidiaries), weitpect to clause (i) and (B) in the case of
the Company, the Selling Stockholder and the Pamedtheir respective subsidiaries, with respectdase (ii); and the execution, delivery
and performance of this Agreement, the issuancesaledof the Shares and the consummation of theacsions contemplated hereby does
not constitute and will not result in a Default Bveinder (x) any provisions of the charter or bydaof the Company or the partnership
agreements of the Selling Stockholder or the Pametite charter or by-laws or partnership agreemest the case may be, any of their
respective subsidiaries or (y) under any provisibany license, permit, indenture, mortgage, ddadust, bank loan or credit agreement or
other evidence of indebtedness, or any lease,aairdr other agreement or instrument to which tbe@any, the Selling Stockholder or the
Parent or any of their respective subsidiariesgarsy or by which any of them or their respectiveperties may be bound or affected, or
under any federal, state, local or foreign lawutation or rule or any decree, judgment or ordgiliapble to the Company, the Selling
Stockholder or the Parent or any of their respedivbsidiaries, except for such Default Events@dawvnot, individually or in the aggregate,
reasonably be expected to have a Material AdveifeetHa) in the case of the Selling Stockholded e Parent and their respective
subsidiaries (other than the Company and the Sialigid), with respect to clause (x) and (b) in¢hse of the Company, the Selling
Stockholder and the Parent and their respectivsidialies, with respect to clause (y);

(h) this Agreement has been duly authorized, execahd delivered by each of the Company, the $eBiockholder and the Parent and is a
legal, valid and binding agreement of each of tben@any, the Selling Stockholder and the Parent;

(i) the Common Stock, including the Shares, confimall material respects to the description tbkirethe Company's registration staten
on Form 8-A, dated November 17, 1999, which is ipocated by reference in the Registration StateraedtProspectus;
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(j) the Shares have been duly and validly authdrtaethe Company and, when issued by the Compadhylelivered by the Company or the
Selling Stockholder, as the case may be, agaiysh@at therefor as provided herein, will be validigued, fully paid and non-assessable;

(k) no approval, authorization, consent or ordeordiiling with any national, state or local goverental or regulatory commission, board,
body, authority or agency is required to be obthioemade by the Company, the Selling Stockholther Parent or any of their respective
affiliates in connection with the issuance and séléne Shares or the consummation by the CompghaeySelling Stockholder and the Parent
of the transactions contemplated hereby other than

(i) registration of the Shares under the Act; &y necessary qualification under the securitiddue sky laws of the various jurisdictions in
which the Shares are being offered by the Undegverior under Rule 2710 and Rule 2720 of NASD Reiguilainc. ("NASDR"); and (iii) an
such other approvals, authorizations, consentgrsmt filings as have been obtained or made;

(I) except as disclosed in the Prospectus, no peras the right, contractual or otherwise, to cdneegCompany to issue to it, or register
pursuant to the Act, any shares of capital stodk@fCompany upon the issue and sale of the Stathe Underwriters hereunder, nor does
any person have preemptive rights, co-sale righyists of first refusal or other rights to purchasy of the Shares or to underwrite the offer
and sale of the Shares;

(m) Deloitte & Touche LLP, whose report on the aditated financial statements of the Company aedthbsidiaries is filed with the
Commission as part of the Registration StatememtRanspectus and as part of the Company's AnnyadiiRen Form 1K for the fiscal yea
ended December 31, 2000, are independent publauatants as required by the Act;

(n) each of the Company and the Subsidiaries hagedssary licenses, permits, authorizations,erissand approvals and has made alll
necessary filings required under any federal, statal or foreign law, regulation or rule (colleetly, "Permits"), and has obtained all
necessary authorizations, consents and approweasdther persons (collectively, "Approvals"), irder to conduct its respective business as
described in the Prospectus, other than such Peamét Approvals the failure to obtain which, indivally or in the aggregate, would not
reasonably be expected to have a Material AdveifeetEneither the Company nor any of the Subsidsais in violation of, or in default
under, any such license, permit, authorizationseahor approval or any federal, state, local cgifm law, regulation or rule or any decree,
order or judgment applicable to the Company or@frthe Subsidiaries the effect of which, individyalr in the aggregate, would reasonably
be expected to have a Material Adverse Effect;



(o) all legal or governmental proceedings, consiglelases or documents of a character required tiebcribed in the Registration Statement
or the Prospectus or to be filed as an exhibihéoRegistration Statement have been so describi#daas required;

(p) except as disclosed in the Prospectus, thera@actions, suits, claims, investigations or peslings pending or threatened to which the
Company, the Selling Stockholder or the Parenngrai their respective subsidiaries or any of tlegapective officers or directors is a party
or of which any of their respective propertiesubject at law or in equity, or before or by anydeal, state, local or foreign governmental or
regulatory commission, board, body, authority agrazy which, if adversely decided, could reasonalelygxpected to result in a judgment,
decree or order having a Material Adverse Effeqirevent consummation of the transactions conteiegblaereby;

(q) the audited financial statements included id @corporated by reference by the RegistratioteStant and the Prospectus present fair
all material respects the consolidated financiaitn of the Company and the Subsidiaries asefitites indicated and the consolidated
results of operations and cash flows of the Compardythe Subsidiaries for the periods specifiedhdinancial statements have been
prepared in conformity with generally accepted actimg principles applied on a consistent basisnduthe periods involved and have been
prepared in conformity with the requirements of Au;

(r) subsequent to the respective dates as of wihiohmation is given in the Registration Statemamd the Prospectus, there has not been (i)
any material adverse change, or any developmehtredpect to the Company, the Selling Stockholdéhe Parent which, in the reasonable
judgment of the Company or the Parent, as the masebe, is likely to cause a material adverse chainghe business, properties or as
described or referred to in the Registration Stateior the results of operations, condition (ficiahor otherwise), business, operations or
prospects of the Company and the Subsidiaries takenwhole, (ii) any transaction which is mateigathe Company or the Subsidiaries, (iii)
any obligation, direct or contingent, which is nrakto the Company and the Subsidiaries takenwlsdae, incurred by the Company or the
Subsidiaries, (iv) any change in the capital stmckutstanding indebtedness of the Company or thsi8iaries or (v) any dividend or
distribution of any kind declared, paid or madettom capital stock of the Company. Neither the Camgpeor the Subsidiaries has any mat:
contingent obligation which is not disclosed in Registration Statement.
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(s) the Company has obtained agreements subshkanigihe forms included in Exhibit | hereto of tRarent, the Selling Stockholder, the
officers and directors of the Company and cert#lireioholders of Class A Common Stock and Class Bi@on Stock (collectively,

"Common Stock") and securities convertible int@rchangeable or exercisable for Common Stock ne¢ltpoffer to sell, contract to sell,
hypothecate, grant any option to sell or otherwlispose of, directly or indirectly, any shares eh@non Stock or securities convertible into
or exchangeable or exercisable for Common Stoekaorants or other rights to purchase Common Stochk foeriod of 90 days after the date
of the Prospectus without the prior written consg#fritBS Warburg LLC ("UBSW"), subject to such extieps as may be set forth in Exhibit
| hereto;

(t) the Company is not and, after giving effecthe offering and sale of the Shares, will not béiamestment company" or an entity
"controlled" by an "investment company," as sucmteare defined in the Investment Company Act @l %s amended (the "Investment
Company Act");

(u) any statistical and market-related data inallitethe Prospectus are based on or derived framces that the Company and the Parent
believe to be reliable and accurate;

(v) none of the Company, the Selling Stockholdee, RParent or any of their respective affiliatesta&en, directly or indirectly, any action
designed to or which has constituted or which mightonably be expected to cause or result inliggtivn or manipulation of the price of
any security of the Company in violation of the @#tes Exchange Act of 1934, as amended, andules end regulations thereunder
(collectively called the "Exchange Act") or any ethaws to facilitate the sale or resale of ther&&a

(w) the Company and the Subsidiaries maintain srsce of the types and in amounts reasonably adefuraheir respective businesses,
including, but not limited to, insurance coverirgkand personal property owned or leased by tlmep@ay and the Subsidiaries against theft,
damage, destruction, acts of vandalism and otkks dustomarily insured against, all of which imswe is in full force and effect, except as
would not have a Material Adverse Effect;

(x) none of the Company, the Parent or any of tle& respective subsidiaries has sustained sircddte of the latest audited financial
statements included in the Prospectus any logg@nférence with its business from fire, explositmgd or other calamity, whether or not
covered by insurance, or from any labor disputecant or governmental action, order or decree,retise than as set forth or contemplate
the Prospectus or other than any loss or interéergrhich would not have a Material Adverse Effect;
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(y) the Company and the Subsidiaries have goalttithll personal property owned by them as desdrib the Prospectus free and clear ¢
liens, encumbrances and defects except such a@escebed in the Prospectus or such as would mdiidually or in the aggregate,
reasonably be expected to have a Material AdveifeetEand, any real property and buildings heldemlease by the Company or any
Subsidiary are held by it under valid, subsisting,avith respect to the Company or such Subsidemfgrceable leases, subleases or rights of
use agreements with such exceptions as are notiata@ed do not interfere with the use made of su@perty and buildings by the Company
or such Subsidiary;

(2) other than as set forth in the Prospectussavauld not reasonably be expected individuallindhe aggregate to have a Material Adverse
Effect, the Company and the Subsidiaries own, gssdieense or have other rights to use, or is @béequire, license or otherwise obtain
rights to use, on reasonable terms, all paterstdemarks, servicemarks, trade names, copyrights secrets, information, proprietary rights
and processes ("Intellectual Property") necessarthiir business as described in the Prospectlig@athe Company's and the Parent's
knowledge, necessary in connection with the pradant services under development, without, to th@@any and the Parent's knowledge
after due inquiry, any conflict with or infringemteof the interests of others, and have taken aBeaable steps necessary to secure intere
such Intellectual Property with respect to the hess as described in the Prospectus; except fstbein the Prospectus, neither the Comg
nor the Parent is aware of any options, licensegyogements of any kind relating to the IntellecRraperty of the Company or any
Subsidiary that are outstanding and which are redub be set forth in the Prospectus, and, exagpet forth in the Prospectus, neither the
Company nor any Subsidiary is a party to or boupdrhy options, licenses or agreements with redpettie Intellectual Property of any other
person or entity which are required to be set fortthe Prospectus; none of the technology empldoyetthe Company and the Subsidiaries
been obtained or is used by the Company, the Pareamty of their respective subsidiaries in via@atdf any contractual obligation binding
the Company, the Parent or any of their respestilsidiaries or any of their respective directarexecutive officers or, to the Company's
and the Parent's knowledge, any employees of tiep@ny, the Parent or any of their respective sidn$éd or otherwise in knowing
violation after due inquiry of the rights of anyrpens, other than any violation which would notiidlally or in the aggregate have a
Material Adverse Effect; except as disclosed inRhespectus, none of the Company, the Parent oofaitneir respective subsidiaries has
received any written communications alleging that €ompany, the Parent or any of its respectiveidigries has violated, infringed or
conflicted with, or, by conducting its businesssasforth in the Prospectus, would violate, infergy conflict with any of the Intellectual
Property of any other person or entity other thay such violation, infringement or conflict whichowld not individually or in the aggregate
have a Material Adverse Effect;

(aa) none of the Company, the Parent or any of thepective subsidiaries has violated any forefigaieral, state or local law or regulation
relating to the protection of human health andtgatee environment or hazardous or toxic substaecevastes, pollutants or contaminants,
nor any federal or state law relating to discrinimain the hiring, promotion or pay of employees any applicable federal or state wages
and hours laws, nor any provisions of the Empldyetirement Income Security Act or the rules andil&tipns promulgated thereunder,
which individually or in the aggregate might redala Material Adverse Effect;
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(bb) the Company and the Subsidiaries maintairstesy of internal accounting controls sufficienptovide reasonable assurance that (i)
transactions are executed in accordance with mamagts general or specific authorizations; (iipgactions are recorded as necessary to
permit preparation of financial statements in comiity with generally accepted accounting principesl to maintain asset accountability;
(iii) access to assets is permitted only in accecdavith management's general or specific authtiwizaand (iv) the recorded accountability
for assets is compared with the existing assetsasbnable intervals and appropriate action isitakith respect to any differences;

(cc) all tax returns required to be filed by then@any and each of the Subsidiaries in any jurigxidhave been filed, other than those filings
being contested in good faith, and all taxes, idiclg withholding taxes, penalties and interesteassents, fees and other charges due
pursuant to such returns or pursuant to any assegseceived by the Company or any of the Subsedidrave been paid, other than those
being contested in good faith and for which adegjuaserves have been provided;

(dd) each of eSpeed Securities, Inc. and eSpeedr@ment Securities, Inc. is registered under thehBrge Act as a broker-dealer and is a
member in good standing of the National AssociatibSecurities Dealers, Inc. and neither the Comipanm any other Subsidiary is required
to be so registered; and to the extent requiredimection with their respective businesses, eelSpeed Securities, Inc. and eSpeed
Government Securities, Inc. is also registeredl@®ker-dealer in each state and other jurisdidtiowhich such registration is required;

(ee) the descriptions of the transactions and agraes described in the Prospectus under the cafflieriain Transactions" are accurate and
complete in all material respects; and there amnaterial agreements or understandings betweemon@the Company, the Parent or any of
their respective subsidiaries or affiliates relgtio or affecting the Company or its Subsidiarietheir respective businesses other than as
described in the Prospectus.

(i) The Warrantholders and the Selling Stockholeiach represents and warrants, solely with respétself, to each of the Underwriters that:

(a) immediately prior to the time of purchase ameladditional time of purchase, as the case mathbeselling Stockholder will be the law!
owner of the Shares to be sold by the Selling Stoltler hereunder and upon sale and delivery of parychent for, the Shares to be sold by
the Selling Stockholder hereunder, as providedihgtige Selling Stockholder will convey to the Unddters good and marketable title to
such Shares, free and clear of all liens, encundesaand defects;
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(b) immediately prior to the time of purchase, Warrantholders will be the lawful owner of the Sémto be sold by the Warrantholders
hereunder and upon sale and delivery of, and payfoerthe Shares to be sold by the Warrantholtersunder, as provided herein, the
Warrantholders will convey to the Underwriters g@ml marketable title to such Shares, free and ofeall liens, encumbrances and defects.

(c) neither the Warrantholders nor the Selling Bhotder has taken, directly or indirectly, any antdesigned to or which has constituted or
which might reasonably be expected to cause oftri@sstabilization or manipulation of the price afiy security of the Company in violation
of the Exchange Act or any other laws to facilitiie sale or resale of the Shares;

(d) no approval, authorization, consent or ordeairof court or filing with any national, state océd governmental or regulatory commission,
board, body, authority or agency is required t@beined or made by either the Warrantholders @Stlling Stockholder in connection with
the sale of the Shares to be sold by the Warrasth®land Selling Stockholder or for the consummattypthe Warrantholders and the Selling
Stockholder of the transactions contemplated heogtogr than (i) registration of the Shares underAht, (ii) any necessary qualification
under the securities or blue sky laws of the variouisdictions in which the Shares are being effidoy the Underwriters or under Rule 2710
and Rule 2720 of the NASDR and (iii) any such otlggprovals, authorizations, consents, ordersiogflas have been obtained or made;

(e) this Agreement has been duly authorized, erelcamd delivered by the Warrantholders and thengelitockholder and is a legal, valid
and binding agreement of the Warrantholders an&#iéng Stockholder, respectively;

(f) the execution, delivery and performance of thigeement, the sale of the Shares to be solddg#iling Stockholder and the
consummation of the transactions contemplated Rdrglthe Selling Stockholder does not and will comstitute a Default Event under any
provisions of the partnership agreement of their@ebtockholder or any of its subsidiaries or unalgy provision of any license, permit,
indenture, mortgage, deed of trust, bank loan editegreement or other evidence of indebtedness)lease, contract or other agreeme
instrument to which the Selling Stockholder or afyts subsidiaries is a party or by which it ar fiiroperties may be bound or affected, or
under any federal, state, local or foreign lawutation or rule or any decree, judgment or ordgaliapble to it or any of its subsidiaries,
except for such Default Events as would not indieidly or in the aggregate reasonably be expectbdvte a material adverse effect on the
ability of the Selling Stockholder to consummate ttansactions contemplated hereby;
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(9) the Selling Stockholder has no reason to beltbat the representations and warranties of thep@ay and the Parent contained in this
Section 3 are not true and correct, has reviewedR#pistration Statement and has no reason tosrbeghat the Registration Statement
contains any untrue statement of a material fachaits to state a material fact required to bessit#tterein or necessary to make the
statements therein not misleading, or that thegemisis contains an untrue statement of a matedabf omits to state a material fact requ
to be stated therein or necessary to make thersats therein, in light of the circumstances uvdaich they were made, not misleading;
provided, however, that the Selling Stockholder esako warranty or representation with respect yostatement contained in or omitted
from the Registration Statement or the Prospectusliance upon and in conformity with informatiooncerning the Underwriters (in their
capacity as such) and furnished in writing by obehalf of any Underwriter (in its capacity as suitlough you (in your capacity as
representatives of the several Underwriters) tabmpany expressly for use in the RegistrationeBtant or the Prospectus;

(h) neither the Warrantholders nor the Selling Bbatder has distributed any offering material imgection with the offering or sale of the
Shares other than the Registration Statement,ridarihary Prospectus, the Prospectus or any attagerials, if any, permitted by the Act;
and

(i) neither the Warrantholders nor the Selling 8hmider has received, and has no notice of, angrarfithe Commission preventing or
suspending the use of any Preliminary Prospectussttuting proceedings for that purpose.

4. Certain Covenants of the Company, the Warrad#ieland the Selling Stockholder.
(i) The Company hereby agrees:

(a) to furnish such information as may be requard otherwise to cooperate in qualifying the Sh&esffering and sale under the securities
or blue sky laws of such states as you may desgad to maintain such qualifications in effect@w as required for the distribution of the
Shares; provided that the Company shall not beiredjto qualify as a foreign corporation or to camisto the service of process under the
laws of any such state (except service of procé$srespect to the offering and sale of the Shases) to promptly advise you of the receipt
by the Company of any notification with respecttie suspension of the qualification of the Shapeséle in any jurisdiction or the initiation
or threatening of any proceeding for such purpose;
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(b) to make available to the Underwriters in NewR/Gity, as soon as practicable after the Regismmgbtatement becomes effective, and
thereafter from time to time to furnish to the Unaeters, as many copies of the Prospectus (oh@frospectus as amended or supplem

if the Company shall have made any amendmentspmiements thereto after the effective date of thgifration Statement) as the
Underwriters may request for the purposes conteiegblay the Act; in case any Underwriter is requiedeliver a prospectus after the nine-
month period referred to in Section 10(a)(3) of Aut in connection with the sale of the Shares,Gloenpany will prepare promptly upon
request, but at the expense of such Underwriteh amendment or amendments to the RegistratiorrBeait and such prospectuses as may
be necessary to permit compliance with the requérgmof Section 10(a)(3) of the Act;

(c) to advise you promptly and (if requested by)ytmuconfirm such advice in writing, (i) when thegtstration Statement has become
effective and when any postfective amendment thereto becomes effective @nifl Rule 430A under the Act is used, when the$trectus i
filed with the Commission pursuant to Rule 424(b)ler the Act (which the Company agrees to file timeely manner under such Rules);

(d) to advise you promptly, confirming such advicevriting (if requested by you), of any requesttbg Commission for amendments or
supplements to the Registration Statement or Potsper for additional information with respectrdi®, or of notice of institution of
proceedings for, or the entry of a stop order sndijpg the effectiveness of the Registration Statdraad, if the Commission should enter a
stop order suspending the effectiveness of thedRatjon Statement, to make every reasonable g¢ff@btain the lifting or removal of such
order as soon as possible; to advise you promp#yp proposal to amend or supplement the Registr&tatement or Prospectus and to file
no such amendment or supplement to which you shglct in writing;

(e) if necessary or appropriate, to file a regt&irastatement pursuant to Rule 462(b) under the Ac

(f) to furnish to you and, upon request, to eacthefother Underwriters for a period of five yeftmsn the date of this Agreement

(i) copies of any reports or other communicatiomscly the Company shall send to its stockholdershatl from time to time publish or
publicly disseminate, (ii) copies of all annualagerly and current reports filed with the Commosson Forms 10-K, 10-Q and 8-K, or such
other similar form as may be designated by the Cmsion, (iii) copies of documents or reports fileith any national securities exchange on
which any class of securities of the Company iedisand (iv) such other information as you magoaably request regarding the Company
or the Subsidiaries, in each case as soon as aa@g@racticable after such reports, communicatidosuments or information become
available;
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(9) to advise the Underwriters promptly of the hapipg of any event known to the Company withintitree during which a Prospectus
relating to the Shares is required to be deliversdker the Act which, in the judgment of the Compamguld require the making of any
change in the Prospectus then being used so th&@rtspectus would not include an untrue stateofentaterial fact or omit to state a
material fact necessary to make the statementsithén the light of the circumstances under whiloéy are made, not misleading, and, du
such time, to prepare and furnish, at the Compaxpgsnse, to the Underwriters promptly such amentsra supplements to such
Prospectus as may be necessary to reflect anychaciye and to furnish you a copy of such propossehdment or supplement before filing
any such amendment or supplement with the Comnnissio

(h) to promptly file all reports and any definitipeoxy or information statement required to bediley the Company with the Commission in
order to comply with the Exchange Act subsequettii¢adate of the Prospectus and for so long adaligery of a prospectus is required in
connection with the offering and sale of the Shaaed to promptly notify you of such filing;

(i) to furnish to you four signed copies of the Bé@tion Statement, as initially filed with the @mission, and of all amendments thereto
(including all exhibits thereto) and sufficient dormed copies of the foregoing (other than exhjHis distribution of a copy to each of the
other Underwriters;

(j) to furnish to you as early as reasonably pcattie prior to the time of purchase and the aduftidime of purchase, as the case may be, but
not later than two business days prior theretmpy of the latest available unaudited interim cdidsded financial statements, if any, of the
Company and the Subsidiaries which have been re#ltehCompany's independent certified public actamis, as stated in their letter to be
furnished pursuant to Section 6(e) hereof;

(k) to apply the net proceeds from the sale ofShares in the manner set forth under the capti@e 't proceeds" in the Prospectus;

16



() to pay all costs, expenses, fees and taxegr(dtfan any transfer taxes and fees and disburdsrmoeoounsel for the Underwriters, excep
set forth under Section 5 hereof and (iv) and

(v) below) in connection with (i) the preparatiomdafiling of the Registration Statement, each Rrglary Prospectus, the Prospectus, and any
amendments or supplements thereto, and the priatidgurnishing of copies of each thereof to theléhariters and to dealers (including
costs of mailing and shipment), (ii) the registatiissue, sale and delivery of the Shares, fi@)grinting of this Agreement, any Agreement
Among Underwriters, any dealer agreements, any PoafeAttorney and any closing documents (includingpilations thereof) and the
reproduction and/or printing and furnishing of apbdf each thereof to the Underwriters and (exclesing documents) to dealers (including
costs of mailing and shipment), (iv) the qualifioatof the Shares for offering and sale under dtates and the determination of their
eligibility for investment under state law as afal and the printing and furnishing of copiesmyf hlue sky surveys or legal investment
surveys to the Underwriters and to dealers,

(v) any filing for review of the public offering dhe Shares by NASDR and (vi) the performance efather obligations of the Company and
the Selling Stockholder hereunder;

(m) for so long as the delivery of the Prospecsuquired in connection with the offering or safl¢he Shares, to furnish to you, before filing
with the Commission, a copy of any document progdsébe filed pursuant to Section 13, 14 or 15fdhe Exchange Act; and

(n) not to sell, offer or agree to sell, contracsell, grant any option to sell or otherwise dspof, directly or indirectly, any shares of
Common Stock or securities convertible into or exaieable or exercisable for Common Stock or wesranbther rights to purchase
Common Stock or any other securities of the Comphat/are substantially similar to Common Stock@&mit the registration under the Act
of any shares of Common Stock, except for the tiegion of the Shares and the sales to the Und@msrpursuant to this Agreement or on
Form S-8 and except for issuances of Common Stpok the exercise of outstanding options, warrandsceebentures, for a period of 90
days after the date hereof (the "Lock-up Periodifhout the prior written consent of UBSW, otheanhshares registered and/or issued by the
Company in connection with acquisitions of complataey operations or assets, provided, that theietis thereof agree to the restrictions
on transfer and disposal set forth in this paragfapthe remainder of the Lock-up Period.

(i) The Warrantholders and the Selling Stockholdereby agree:
(a) to execute and deliver to the Underwritersti@ien the form contemplated by Section 3(i)(s);
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(b) to advise the Underwriters promptly of the haqgipg of any event known to the WarrantholderderSelling Stockholder, as the case |
be, within the time during which a Prospectus metpto the Shares is required to be delivered utigeAct which, in the judgment of the
Warrantholders or the Selling Stockholder, woulgluiee the making of any change in the Prospects bieing used so that the Prospectus
would not include an untrue statement of matedat br omit to state a material fact necessaryakenthe statements therein, in the light of
the circumstances under which they are made, releading; and

(c) to pay all federal and other taxes, if anytlomtransfer and sale of the Shares being solidWarrantholders or the Selling Stockholder,
as the case may be, to the Underwriters.

5. Reimbursement of Underwriters' Expenses. If3hares are not delivered for any reason otherttie@termination of this Agreement
pursuant to clause (b) of the second paragraplecidh 7 hereof or pursuant to Section 8 hereef Gbmpany shall, in addition to paying the
amounts described in Section 4(i)(I) hereof, reibuhe Underwriters for all of their out-of-pocleatpenses, including the reasonable fees
and disbursements of their counsel.

6. Conditions of Underwriters' Obligations. The el obligations of the Underwriters hereundersangject to the accuracy of the
representations and warranties on the part of ttragany, the Parent, the Warrantholders and thn§&ktockholder on the date hereof an
the time of purchase (and the several obligatidriseoUnderwriters at the additional time of puredare subject to the accuracy of the
representations and warranties on the part of ttmragany, the Parent, the Warrantholders and thin§&ktockholder on the date hereof an
the time of purchase (unless previously waived)arttie additional time of purchase, as the casebajp the performance by the Company,
the Parent, the Warrantholders and the Sellingktider of their obligations hereunder and to tifving additional conditions precedent:

(@) You shall have received, at the time of purela®d at the additional time of purchase, as the nay be, an opinion of Morgan, Lewis &
Bockius LLP, counsel for the Company, addressdtddJnderwriters, and dated the time of purchagberdditional time of purchase, as
the case may be, with reproduced copies for eattieobther Underwriters and in form reasonablyséattory to Dewey Ballantine LLP,
counsel for the Underwriters, stating that:

(i) the Company has been duly incorporated andliglly existing as a corporation in good standimgler the laws of the State of Delaware,
with the requisite corporate power and authoritpum, lease and operate its properties and coniduotisiness as described in the
Registration Statement and the Prospectus, to exaod deliver this Agreement and to issue, selldaiiver the Shares as herein
contemplated;

(i) each of the Subsidiaries, other than any imaéional Subsidiary (as to which such counsel me¢apine), has been duly incorporated and
is validly existing as a corporation in good stagdunder the laws of its respective jurisdictionrmorporation with the requisite corporate
power and authority to own, lease and operategpactive properties and to conduct its respebtiginess;
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(iif) the Company and the Subsidiaries, other thay international Subsidiary (as to which such selineed not opine), are duly qualified to
do business as a foreign corporation in good stanidi New York;

(iv) this Agreement has been duly authorized, etastand delivered by the Company and is a legéii @ad binding agreement of the
Company enforceable against the Company in accoedaith its terms, except as enforcement of rigisdemnity and contribution
hereunder may be limited by federal or state stéesriaws or principles of public policy and sultjexthe qualification that the enforceability
of obligations of the Company hereunder may betéithby bankruptcy, insolvency, reorganization, rtamiam and other laws relating to or
affecting creditors' rights generally and by gehetmitable principles;

(v) the Shares have been duly authorized by thegaosnand, when issued by the Company and delidgrede Company, the Selling
Stockholder and the Warrantholders, as the casebeay and paid for by the Underwriters in accadawith the terms hereof, will be
validly issued and will be fully paid and non-assdsde;

(vi) the Company has an authorized capitalizat®set forth in the Registration Statement and tiespgctus; the outstanding shares of
capital stock of the Company have been duly andilyauthorized and issued and are fully paid, sseasable and free of statutory and, to
such counsel's knowledge, contractual preemptgtgsj resale rights, rights of first refusal andikir rights; the Shares when issued by the
Company will be free of statutory and, to such a®lis knowledge, contractual preemptive rights;cémnificates for the Shares are in proper
form under the Delaware General Corporation Lawn@@ ") and the holders of the Shares will not bgecttto personal liability by reason
of being such holders;

(vii) the Company is the sole registered owner@d $hares of common stock of eSpeed Governmentiesuinc., 100 shares of common
stock of eSpeed Securities Inc., 4,676,008 ordishayes, U.S. $1.00 each, of eSpeed Internatiamatdd, 2 ordinary shares ,(pound)1 each,
of eSpeed International Limited and 100 shareofroon stock of eSpeed Markets, Inc. Such shareapifal stock, if applicable, (other tf
those of any international Subsidiary (as to wisabh counsel need not opine)) have been duly daaédtband validly issued and are fully p
and non-assessable; such counsel has no knowlédgg other outstanding shares of capital stodkefSubsidiaries or any security interest,
other encumbrance or adverse claim with respetttetghares of capital stock of the Subsidiarieseany the Company; and such counsel
has no knowledge of any options, warrants or atights to purchase, agreements or other obligatomssue or other rights to convert any
obligation into shares of capital stock or owngpshierests in the Subsidiaries;
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(viii) the Common Stock of the Company, includithg Shares, conforms in all material respects taléseription thereof incorporated by
reference by the Registration Statement and Praspéom the Company's registration statement amrRA, dated November 17, 1999;

(ix) the Registration Statement and the Prospdetxsept as to the financial statements and schedlé other financial, statistical and
accounting data contained therein, as to which sodnsel need express no opinion) comply as to foratl material respects with the
requirements of the Act;

(x) the Registration Statement has become effectivker the Act and, to such counsel's knowledgetaow order proceedings with respect
thereto are pending or threatened under the Acaagdequired filing of the Prospectus and any &mpnt thereto pursuant to Rule 424
under the Act has been made in the manner andnwtikitime period required by such Rule 424;

(xi) no approval, authorization, consent or ordeordfiling with any national, state or local gomenental or regulatory commission, board,
body, authority or agency is required to be madebdained by the Company in connection with thaeasgee and sale of the Shares and
consummation by the Company of the transactionsecgplated hereby other than registration of the&hander the Act and under Rule
2710 and Rule 2720 of NASDR and except for suckradipprovals, authorizations, consents, orderdilimgls as have been obtained or m
(except such counsel need express no opinionasytaecessary qualification under the state séesigr blue sky laws of the various
jurisdictions in which the Shares are being offdsgdhe Underwriters)

(xii) the execution, delivery and performance aétAgreement by the Company and the consummatichéZompany of the transactions
contemplated hereby do not constitute, and willrastilt in, a Default Event (a) under any provisiofithe charter or by-laws of the
Company or any of the Subsidiaries, other thaniaigynational Subsidiary (as to which such coungeld not opine), or (b) under any
provision of any license, permit, indenture, mogtgiadeed of trust, bank loan or credit agreementtwr evidence of indebtedness, or any
lease, contract or other agreement or instrumewhioh the Company or any of the Subsidiaries, rothan the international Subsidiary (as to
which such counsel need not opine), is a partyarthich any of them or their respective propertiesy be bound or affected and which is
filed as an exhibit to the Registration Statemetiter than, in the case of clause (b), such Detargnts as would not, individually or in the
aggregate, reasonably be expected to have a Maearse Effect;
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(xiii) to such counsel's knowledge, (a) none of@mpany or any of the Subsidiaries is in violatidiits charter or by-laws and (b) no
Default Event exists under any license, permiteiridre, mortgage, deed of trust, bank loan or teggeement or other evidence of
indebtedness, or any lease, contract or other ameteor instrument to which the Company or anyhef$ubsidiaries is a party or by which
any of them or their respective properties maydnd or affected and which is filed as an exhibithte Registration Statement, except, in
case of clause (b), any such Default Events asdvaat, individually or in the aggregate, reasondi#yexpected to have a Material Adverse
Effect;

(xiv) to such counsel's knowledge, there are ndreots, licenses, agreements, leases or documieatsharacter which are required to be
filed as exhibits to the Registration Statemertbdre summarized or described in the Prospectushwiave not been so filed, summarized or
described as required;

(xv) to such counsel's knowledge, there are n@astisuits, claims, investigations or proceedirgggling, or, to such counsel's knowledge,
threatened to which the Company or any of the Slidn$és is subject or of which any of their respacproperties is subject at law or in
equity or before or by any federal, state, locdooeign governmental or regulatory commission,rdphody, authority or agency which are
required to be described in the Prospectus but@reo described as required;

(xvi) the Company is not and, after giving effectlie offering and sale of the Shares, will noahé€investment company" or an entity
“controlled" by an "investment company,” as sucmteare defined in the Investment Company Act;

(xvii) such counsel has read the statements ifPtbepectus under the caption "Certain Transactiand'in Item 3 of the Company's Annual
Report on Form 10-K for the fiscal year ended Ddoen31, 2000, which is incorporated by referenc@Prospectus, and insofar as such
statements constitute summaries of legal mattergracts, agreements, documents or proceedingsaef therein, or refer to statements of
law or legal conclusions, such statements are atzim all material respects and fairly presentinfi@rmation purported to be shown; and
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(xviii) to the knowledge of such counsel, exceptlascribed in the Prospectus, no person is entitleegistration rights under the Act with
respect to shares of capital stock or other séesiiitf the Company upon the issue and sale ofltlheeS to the Underwriters hereunder.

In addition, such counsel shall state that suclmselhas participated in conferences with offi@ard other representatives of the Company
and the Parent, representatives of the indepepadéatic accountants of the Company and represestati¥the Underwriters at which the
contents of the Registration Statement and Progpeeatre discussed and, although such counsel jgasstng upon and does not assume
responsibility for the accuracy, completeness onéss of the statements contained in the Registr&tatement or Prospectus (except as and
to the extent stated in subparagraphs (vi), (siiijl

(xvii) above), on the basis of the foregoing nothivas come to the attention of such counsel thatesathem to believe that the Registration
Statement or any amendment thereto at the timeRagfstration Statement or amendment became eféectintained an untrue statement of
a material fact or omitted to state a material faquired to be stated therein or necessary to tiakstatements therein not misleading, or
the Prospectus or any supplement thereto at tleead&uch Prospectus or such supplement, and t&ihal up to and including the time of
purchase or additional time of purchase, as the c&s/ be, contained an untrue statement of a rabtact or omitted to state a material fact
required to be stated therein or necessary to riekstatements therein, in light of the circumsgsnender which they were made, not
misleading (it being understood that such counsetrexpress no belief with respect to the finarst@ements and schedules and other
financial, statistical and accounting data includethe Registration Statement or Prospectus).

(b) You shall have received, at the time of pureharsd at the additional time of purchase, as tee nay be, an opinion of Stephen M.
Merkel, General Counsel of the Company and therRaaedressed to the Underwriters, and dated tine dif purchase or the additional time
of purchase, as the case may be, with reprodugadstor each of the other Underwriters and in foemsonably satisfactory to Dewey
Ballantine LLP, counsel for the Underwriters, stgtthat:

(i) this Agreement has been duly authorized, exextand delivered by each of the Parent and then§&tockholder and is a legal, valid and
binding agreement of each of the Parent and tHen§&tockholder enforceable in accordance withdtens, except as enforcement of rights
to indemnity and contribution hereunder may betkahiby federal or state securities laws or priregpf public policy and subject to the
qualification that the enforceability of obligat®nf the Parent and the Selling Stockholder hereundy be limited by bankruptcy,
insolvency, reorganization, moratorium and otharslaelating to or affecting creditors' rights gealgrand by general equitable principles;
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(i) no approval, authorization, consent or ordeorofiling with any national, state or local gowenental or regulatory commission, board,
body, authority or agency is required to be madebdained by the Parent, the Selling Stockholdemyr of their respective subsidiaries in
connection with the issuance and sale of the Skar@gonsummation by the Parent and the SellingkBtdder of the transactions
contemplated hereby other than registration ofshares under the Act and under Rule 2710 and R@e af NASDR and except for such
other approvals, authorizations, consents, ordeatdibngs as have been obtained or made (excagit sounsel need express no opinion as to
any necessary qualification under the state séesidtr blue sky laws of the various jurisdictionsihich the Shares are being offered by the
Underwriters);

(iii) the execution, delivery and performance aétAgreement by the Parent and the Selling Stoddrand the consummation by the
Company, the Parent and the Selling Stockholdénefransactions contemplated hereby do not catsstiand will not result in, a Default
Event (a) under any provisions of the charter otdwys of the Company, the partnership agreemerttsedParent or the Selling Stockholde
any of the charter or by-laws or partnership agesgs) as the case may be, their respective subsgla (b) under any provision of any
license, permit, indenture, mortgage, deed of thestk loan or credit agreement or other evideridedebtedness, or any lease, contract or
other agreement or instrument to which the ComptrgyParent or the Selling Stockholder or any efrtrespective subsidiaries is a party or
by which any of them or their respective propertiesy be bound or affected and, in any such casehvidiknown to such counsel, or under
any federal, state, local or foreign law, regulatio rule or any decree, judgment or order knowsdagh counsel to be applicable to the
Company, the Parent or the Selling Stockholdemngrai their respective subsidiaries, other tharthancase of clause (b), such Default Ev
as would not, individually or in the aggregate sa@bly be expected to have a Material AdversecEffe

(iv) to such counsel's knowledge, (a) none of thenBany, the Parent or the Selling Stockholder gradrtheir respective subsidiaries is in
violation of its charter or by-laws or partnershigreements, as the case may be, and (b) no DEfaarit exists under any license, permit,
indenture, mortgage, deed of trust, bank loan editagreement or other agreement or instrumewhioh the Company, the Parent or the
Selling Stockholder or any of their respective sdibsies is a party or by which any of them or threspective properties may be bound or
affected and which is known to such counsel or uadg federal, state, local or foreign law, regolator rule or any decree, judgment or
order known by such counsel to be applicable ta@bmpany, the Parent or the Selling Stockholdemgrof their respective subsidiaries,
except in all such cases with respect to claugean@ (b) as would not, individually or in the aggate, reasonably be expected to have a
Material Adverse Effect;
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(v) to such counsel's knowledge, there are no gtisuits, claims, investigations or proceedingglpg or, to such counsel's knowledge,
threatened to which the Parent or the Selling Stolcier or any of their respective subsidiariesulsjact or of which any of their respective
properties is subject at law or in equity or befordy any federal, state, local or foreign goveental or regulatory commission, board, body,
authority or agency which are required to be déscrin the Prospectus but are not so describeghased;

(vi) such counsel has read the statements in thgpPctus under the captions "Risk factors-- Riskated to our businesslf-Cantor or we a
unable to protect the intellectual property rigleslicense from Cantor or own, our ability to ogeralectronic trading marketplaces may be
materially adversely affected”, "Risk factors-- li&igelated to our business-- If it becomes necgdsagprotect or defend our intellectual
property rights, we may have to resort to costlgdition”, "Risk factors-- Risks related to our mess-- If our software licenses from third
parties are terminated, our ability to operatelmsiness may be materially adversely affected"sRRactors-- Risks related to our business--
If the strength of our domain names is diluted,hlkeie of our proprietary rights may decrease"skRactors-- Risks related to our business--
If we infringe on patent rights or copyrights ohets, we could become involved in costly litigatidiBusiness-- Our intellectual property"
and "Certain transactions” and in Item 3 of the @any's Annual Report on Form 10-K for the fiscadtyended December 31, 2000, which is
incorporated by reference in the Prospectus, asafan as such statements constitute summariegaif teatters, contracts, agreements,
documents or proceedings referred to therein,fer te statements of law or legal conclusions, ssiakements are accurate in all material
respects and fairly present the information pugmbtd be shown;

(vii) the Selling Stockholder has full legal rigdnhd authority to sell, transfer and deliver in th@nner provided in this Agreement the Shares
being sold by the Selling Stockholder hereunded; an
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(viii) delivery by the Selling Stockholder to theveral Underwriters of certificates for the Shaveig sold hereunder by the Selling
Stockholder, against payment therefor as providedih, assuming each of the Underwriters has paaththe Selling Stockholder's shares in
good faith and without notice of any adverse claiifl, pass good and marketable title to such Shardéke several Underwriters, free and
clear of all liens, encumbrances and defects.

In addition, such counsel shall state that sucmselhas participated in conferences with offigerd other representatives of the Company
and the Parent, representatives of the indepepadéatic accountants of the Company and represestati¥ the Underwriters at which the
contents of the Registration Statement and Progpeatre discussed and, although such counsel jgasstng upon and does not assume
responsibility for the accuracy, completeness wnégss of the statements contained in the Regmtr&tatement or Prospectus (except as and
to the extent stated in subparagraph (vii) abawmethe basis of the foregoing nothing has combéattention of such counsel that causes
such counsel to believe that the Registration Btate or any amendment thereto at the time suchsRation Statement or amendment
became effective contained an untrue statementwdtarial fact or omitted to state a material facjuired to be stated therein or necessary to
make the statements therein not misleading, ottltteaProspectus or any supplement thereto at tieeofiduch Prospectus or such supplen
and at all times up to and including the time ofghiase or additional time of purchase, as the e@sebe, contained an untrue statement of a
material fact or omitted to state a material facjuired to be stated therein or necessary to nfekstatements therein, in light of the
circumstances under which they were made, not adshg (it being understood that such counsel ngptess no belief with respect to the
financial statements and schedules and other fiakstatistical and accounting data included m Registration Statement or Prospectus).

(c) You shall have received at the time of purctasat the additional time of purchase, as the n#sy be, the opinion of Norton Rose,
special English counsel to the Company, dateditine of purchase or the additional time of purchasghe case may be, stating that:

(i) eSpeed International Limited has been duly ipocated and is validly existing as a corporatiogdod standing under the laws of England
and Wales, with the requisite corporate power arnbaity to own, lease and operate its propertiesta conduct its business; and all of the
outstanding shares of capital stock of eSpeedriatemal Limited have been duly authorized anddiplissued and are credited as fully paid-
up; and

(i) the execution, delivery and performance o§tAgreement by the Company and the consummatidgheo€ompany of the transactions
contemplated hereby do not constitute, and willrestlt in, a Default Event under any provisionshaf articles and memorandum of
association of eSpeed International Limited.
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(d) You shall have received at the time of purctexse at the additional time of purchase, as the nesy be, the opinion of
special Japanese counsel to the Company, dat¢nthef purchase or the additional time of purchasethe case may be, stating that

(i) eSpeed (Japan) Limited has been duly incorpdrand is validly existing as a corporation in gstahding under the laws of Japan, with
the requisite corporate power and authority to dease and operate its properties and to condubuiginess; and all of the outstanding st
of capital stock of eSpeed (Japan) Limited havenlokay authorized and validly issued and are ceedits fully paid-up; and

(i) the execution, delivery and performance of§tAgreement by the Company and the consummatidgheo€ompany of the transactions
contemplated hereby do not constitute, and willrastilt in, a Default Event under any provisionshaf articles of incorporation of eSpeed
(Japan) Limited.

(e) You shall have received, at the time of purehas opinion of , counsel of the Wiiniglders, addressed to the
Underwriters, and dated the time of purchase oatltitional time of purchase, as the case may lik,reproduced copies for each of the
other Underwriters and in form reasonably satisfigcto Dewey Ballantine LLP, counsel for the Undsters, stating that:

(i) this Agreement has been duly authorized, exestand delivered by the Warrantholders and is @ leglid and binding agreement of each
Warrantholder enforceable in accordance with ith$e except as enforcement of rights to indemmnity eontribution hereunder may be
limited by federal or state securities laws or giptes of public policy and subject to the quabfion that the enforceability of obligations of
the Warrantholders hereunder may be limited by hatky, insolvency, reorganization, moratorium atiter laws relating to or affecting
creditors' rights generally and by general equéatsinciples;

(i) no approval, authorization, consent or ordeorofiling with any national, state or local gowenental or regulatory commission, board,
body, authority or agency is required to be madebdained by the Warrantholders or any of its glibsies in connection with the issuance
and sale of the Shares and consummation by theaWtaolders of the transactions contemplated heotiwr than registration of the Shares
under the Act and the Exchange Act and under Rud® 2nd Rule 2720 of NASDR and except for suchraperovals, authorizations,
consents, orders and filings as have been obtainethde (except such counsel need express no p@ERith any necessary qualification
under the state securities or blue sky laws of#r@us jurisdictions in which the Shares are beifigred by the Underwriters);
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(iii) the Warrantholder has full legal right andtlwrity to sell, transfer and deliver in the manpesvided in this Agreement the Shares being
sold by the Warrantholder hereunder; and

(iv) delivery by the Warrantholders to the sevéfatlerwriters of certificates for the Shares beiolgl fiereunder by the Warrantholders,
against payment therefor as provided herein, asgyeach of the Underwriters has purchased eadtedMarrantholders' shares in good faith
and without notice of any adverse claim, will pgesd and marketable title to such Shares to theratldnderwriters, free and clear of all
liens, encumbrances and defects.

(f) You shall have received from Deloitte & ToudhleP letters dated, respectively, the date of thise®ement and the time of purchase and
additional time of purchase, as the case may ltkaddressed to the Underwriters (with reproduceiiesofor each of the Underwriters) in the
forms heretofore approved by UBSW.

(9) You shall have received at the time of purctase at the additional time of purchase, as the n&sy be, the opinion of Dewey Ballantine
LLP, counsel for the Underwriters, dated the timfipurchase or the additional time of purchasehastse may be, with respect to the
issuance and sale of the Shares by the CompanRetistration Statement, the Prospectus (togetlieramy supplement thereto) and other
related matters as the Underwriters may require.

(h) No amendment or supplement to the Registr&tatement or Prospectus shall at any time have filedrio which you have objected or
shall object in writing.

(i) The Registration Statement shall have becorfextfe, at or before 5:30 P.M., New York City timan the date of this Agreement, unless
a later time shall be agreed to by the Companyyandn writing or by telephone, confirmed in wriginand, if Rule 430A under the Act is
used, the Prospectus shall have been filed witlCtramission no later than 5:30 P.M., New York Gitye, on the second full business day
after the date of this Agreement; provided, howgtreat the Company and you and any group of Undtmsr including you, who have
agreed hereunder to purchase in the aggregataesatde% of the Firm Shares may from time to timea@n a later date.

(j) Prior to the time of purchase or the additiotimle of purchase, as the case may be, (i) noatdgr with respect to the effectiveness of the
Registration Statement shall have been issued wheekct or proceedings initiated under Section) 8dB(e) of the Act; (ii) the Registration
Statement and all amendments thereto, or modificatihereof, if any, shall not contain an untraeshent of a material fact or omit to sta
material fact required to be stated therein or s&agy to make the statements therein not misleaddy

(iii) the Prospectus and all amendments or supphésrtbereto, or modifications thereof, if any, $imat contain an untrue statement of a
material fact or omit to state a material fact lieggito be stated therein or necessary to makstétements therein, in the light of the
circumstances under which they are made, not naigiga
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(k) Between the time of execution of this Agreemamd the time of purchase or the additional timpwthase, as the case may be, (i) no
material and adverse change, financial or other(ateer than as referred to in the Registratione®tent and Prospectus), in the operations,
business, condition or prospects of the Companytla&ubsidiaries taken as a whole shall occueooime known and (ii) no transaction
which is material and unfavorable to the Comparalidtave been entered into by the Company or artgeoSubsidiaries.

() Each of the Company, the Parent, the Warrad#rsland the Selling Stockholder will, at the tioigpurchase or additional time of
purchase, as the case may be, deliver to you ificae of the Company, the Parent, the Warranti@lar the Selling Stockholder, as the ¢
may be, signed by two of its executive officerpartners to the effect that the representationsaancanties of the Company, the Parent, the
Warrantholders or the Selling Stockholder, as timeanay be, as set forth in this Agreement areatndecorrect as of each such date, that the
Company, the Parent, the Warrantholders or théng§elitockholder, as the case may be, has perfosmelt of its obligations under this
Agreement as are to be performed at or befordanie df purchase and at or before the additiona tifhpurchase, as the case may be, an
conditions set forth in paragraphs (i) and

(j) of this Section 6 have been met (in the casth@fWarrantholders, only with respect to j).

(m) You shall have received signed letters fromhblklers of Common Stock and securities convertitite or exchangeable or exercisable
for Common Stock (including the Parent and theiggbtockholder) in the form and to the effect @mplated by Section 3(i)(s).

(n) The Company, the Parent, the Warrantholdersfan&elling Stockholder shall have furnished ta gach other documents and certifici
as to the accuracy and completeness of any statémiéne Registration Statement and the Prospexstud the time of purchase and the
additional time of purchase, as the case may bgasnay reasonably request.

7. Effective Date of Agreement; Termination. Thigréement shall become effective (i) if Rule 430Alemnthe Act is not used, when you
shall have received notification of the effectivesief the Registration Statement, or (ii) if RuUBOA under the Act is used, when the parties
hereto have executed and delivered this Agreement.
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The obligations of the several Underwriters hereursthall be subject to termination in the absaodliseretion of you or any group of
Underwriters (which may include you) which has a&gréo purchase in the aggregate at least 50% dfitheShares, (a) if, since the time of
execution of this Agreement or the respective dasesf which information is given in the RegistatiStatement and Prospectus, there has
been any material adverse and unfavorable chaimg@cial or otherwise (other than as referred tth@Registration Statement and
Prospectus), in the operations, business, conditigmospects of the Company and the Subsidiaalentas a whole, which would, in your
judgment or in the judgment of such group of Undéess, make it impracticable to market the Shaoegb) if, at any time prior to the tin

of purchase or, with respect to the purchase ofAaiditional Shares, the additional time of purchasethe case may be, trading in securities
on the New York Stock Exchange, the American Stexghange or the Nasdaq National Market shall haenlsuspended or limitations or
minimum prices shall have been established on the Xork Stock Exchange, the American Stock Exchawgbe Nasdaq National Market,
or if a banking moratorium shall have been declaigter by the United States or New York State auities, or if the United States shall hi
declared war in accordance with its constitutiqggrakcesses or there shall have occurred any materiaieak or escalation of hostilities or
other national or international calamity or crisfssuch magnitude in its effect on the financiarkess of the United States as, in your
judgment or in the judgment of such group of Undéess, to make it impracticable to market the 8¢

If any Underwriter elects to terminate this Agreatnas provided in this Section 7, the Company Raeent, the Warrantholders, the Selling
Stockholder and each other Underwriter shall bé&iadtpromptly by letter or telegram from such témating Underwriter.

If the sale to the Underwriters of the Shares,cadeamplated by this Agreement, is not carried quthie Underwriters for any reason permi
under this Agreement or if such sale is not caroetbecause the Company, the Parent, the Warddetismr the Selling Stockholder shall be
unable to comply with any of the terms of this Agreent, the Company, the Parent and the Warranttsosthall not be under any obligation
or liability under this Agreement (except to thees provided in Sections 4(i)(1), 5 and 9 hereaif)d the Underwriters shall be under no
obligation or liability to the Company, the Parethie Warrantholders and the Selling Stockholdereuritis Agreement (except to the extent
provided in Section 9 hereof) or to one anotheetheder.

8. Increase in Underwriters' Commitments. Subje@ections 6 and 7, if any Underwriter shall defaults obligation to purchase and pay
for the Firm Shares to be purchased by it hereufatberwise than for a reason sufficient to justifg termination of this Agreement under
the provisions of

Section 7 hereof) and if the number of Firm Sharbieh all Underwriters so defaulting shall haveesgt but failed to purchase and pay for
does not exceed 10% of the total number of Firnré&hahe non-defaulting Underwriters shall purchese pay for (in addition to the
aggregate number of Firm Shares they are obligatpdrchase pursuant to Section 1 hereof) the nuoftfeirm Shares agreed to be
purchased by all such defaulting Underwriters, eeinafter provided. Such Shares shall be purchaségbaid for by such non-defaulting
Underwriter or Underwriters in such amount or antswrs you may designate with the consent of eactetnriter so designated or, in the
event no such designation is made, such Shardsshailirchased and paid for by all non-defaultinglerwriters pro rata in proportion to the
aggregate number of Firm Shares set opposite thesaf such non-defaulting Underwriters in Schedule
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Without relieving any defaulting Underwriter frots iobligations hereunder, the Company and thergeStockholder agree with the non-
defaulting Underwriters that they will not sell aRiym Shares hereunder unless all of the Firm Shame purchased by the Underwriters (or
by substituted Underwriters selected by you withdbproval of the Company and the Selling Stockdrodd selected by the Company and
Selling Stockholder with your approval).

If a new Underwriter or Underwriters are substituiby the Underwriters or by the Company and théreStockholder for a defaulting
Underwriter or Underwriters in accordance with thieegoing provision, the Company and the SellingcBholder or you shall have the right
to postpone the time of purchase for a period roeeding five business days in order that any rsecgshanges in the Registration
Statement and Prospectus and other documents neffebted.

The term Underwriter as used in this Agreementl shfdr to and include any Underwriter substitutedier this Section 8 with like effect a:
such substituted Underwriter had originally beemed in Schedule A.

If the aggregate number of Shares which the défgulinderwriter or Underwriters agreed to purchasgeeds 10% of the total number of
Shares which all Underwriters agreed to purchaseuneler, and if neither the non-defaulting Undetevs nor the Company shall make
arrangements within the five business day periatédtabove for the purchase of all the Shares whiellefaulting Underwriter or
Underwriters agreed to purchase hereunder, thisékgent shall be terminated without further actesddand without any liability on the part
of the Company, the Parent, the Warrantholdergtaa&elling Stockholder to any non-defaulting Unetiger and without any liability on the
part of any non-defaulting Underwriter to the Comypahe Parent, the Warrantholders and the SeSilogkholder. Nothing in this paragraph,
and no action taken hereunder, shall relieve afgulting Underwriter from liability in respect ohg default of such Underwriter under this
Agreement.
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9. Indemnity and Contribution.

(a) The Company, the Parent and the Selling Stddkhgointly and severally agree to indemnify, defeand hold harmless each Underwriter,
its partners, directors and officers, and any persloo controls any Underwriter within the meanirdgection 15 of the Act or Section 20 of
the Exchange Act, and the successors and assigtisobthe foregoing persons from and againstlasg, damage, expense, liability or claim
(including the reasonable cost of investigation)althjointly or severally, any such Underwriteray such person may incur under the Act,
the Exchange Act, the common law or otherwise,farsas such loss, damage, expense, liability amcéaises out of or is based upon any
untrue statement or alleged untrue statement cdtanml fact (i) contained in the Registration 8taént (or in the Registration Statement as
amended by any post-effective amendment theretiddCompany) or arises out of or is based uporoamgsion or alleged omission to state
a material fact required to be stated in the Regjish Statement or necessary to make the statesmeatde therein not misleading, or (ii)
contained in the Prospectus (the term Prospectubdgurpose of this Section 9 being deemed fadecany Preliminary Prospectus, the
Prospectus and the Prospectus as amended or sempéehiy the Company) or arises out of or is baget any omission or alleged
omission to state a material fact required to beedtin the Prospectus or necessary to make ttearstats made therein, in light of the
circumstances under which they were made, not edshg, and in the case of both clauses (i) angefi¢ept insofar as any such loss, dan
expense, liability or claim arises out of or isd@dsipon any untrue statement or alleged untruerstatit of a material fact contained in and in
conformity with information furnished in writing byr on behalf of any Underwriter (in its capacisysaich) through you (in your capacity as
representatives of the several Underwriters) taGbmpany expressly for use with reference to suetiddwriter (in its capacity as such) in
such Registration Statement or such Prospectussasaout of or is based upon any omission or allegmission to state a material fact in
connection with such information required to beextan such Registration Statement or such Progpe&rtnecessary to make such
information (with respect to the Prospectus, inlitpet of the circumstances under which they weesla) not misleading, provided, however,
that the indemnity agreement contained in this scifizn (a) with respect to any Preliminary Prospedr amended Preliminary Prospectus
shall not inure to the benefit of any Underwritesri whom the person asserting any such loss, dareagense, liability or claim purchased
the Shares which is the subject thereof if the [rotus corrected any such alleged untrue statemnembission and if such Underwriter failed
to send or give a copy of the Prospectus to sudopeat or prior to the written confirmation of th&le of such Shares to such person, unless
the failure is the result of noncompliance by tlmr@any with

Section 4(i)(g) hereof and provided, further, ttinet aggregate liability of the Parent and the Bgl&tockholder under this entire Section 9
shall not exceed an amount equal to 65% of th@meeeds from the sale of the Shares hereunder.
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If any action, suit or proceeding (together, a ‘teeding") is brought against an Underwriter or smgh person in respect of which indemnity
may be sought against the Company, the Parenthen8elling Stockholder pursuant to the foregoinggeaph, such Underwriter or such
person shall promptly notify the Company, the Paagndl the Selling Stockholder in writing of thetihgion of such Proceeding and the
Company shall assume the defense of such Proceedihgding the employment of counsel reasonabligfsatory to such indemnified party
and payment of all fees and expenses; providedeberythat the omission to so notify the Compahg,Rarent and the Selling Stockholder
shall not relieve the Company, the Parent and #in§ Stockholder from any liability which the Cgany, the Parent and the Selling
Stockholder may have to any Underwriter or any suenison or otherwise. Such Underwriter or suchqeshall have the right to employ its
or their own counsel in any such case, but the dedsexpenses of such counsel shall be at the sgmdsuch Underwriter or of such person
unless the employment of such counsel shall haga hathorized in writing by the Company in connattvith the defense of such
Proceeding or the Company shall not have, withieagonable period of time in light of the circumsts, employed counsel to have charge
of the defense of such Proceeding or such indeathgarty or parties shall have reasonably concludesked on the written advice of coun
that there may be defenses available to it or tiwbich are different from, additional to or in canflwith those available to the Company, the
Parent and the Selling Stockholder (in which caseGompany shall not have the right to direct thiedse of such Proceeding on behalf of
the indemnified party or parties), in any of whafents such fees and expenses shall be borne Bothpany, the Parent and the Selling
Stockholder and paid as incurred (it being undestbowever, that the Company, the Parent andehim& Stockholder shall not be liable
for the expenses of more than one separate co(ingeldition to any local counsel) in any one Peatirg or series of related Proceedings in
the same jurisdiction representing the indemnifiaties who are parties to such Proceeding). Thepaay, the Parent and the Selling
Stockholder shall not be liable for any settlenafrany Proceeding effected without the Companylttew consent but if settled with the
written consent of the Company, the Company, threRand the Selling Stockholder jointly and selgi@gree to indemnify and hold
harmless any Underwriter and any such person fraanagainst any loss or liability by reason of ssettlement. Notwithstanding the
foregoing sentence, if at any time an indemnifiadypshall have requested an indemnifying partgetmburse the indemnified party for fees
and expenses of counsel as contemplated by thedseatence of this paragraph, then the indemmujfgarty agrees that it shall be liable for
any settlement of any Proceeding effected withbetGompany's written consent if

(i) such settlement is entered into more than &riass days after receipt by the indemnifying pafthe aforesaid request, (ii) such
indemnifying party shall not have reimbursed théeimnified party in accordance with such requesirfa the date of such settlement and
(iii) such indemnified party shall have given timeémnifying party at least 30 days' prior noticét®intention to settle. No indemnifying
party shall, without the prior written consent leétindemnified party, effect any settlement of pending or threatened Proceeding in respect
of which any indemnified party is or could have baeparty and indemnity could have been soughtneler by such indemnified party,
unless such settlement includes an unconditiomehse of such indemnified party from all liabiliy claims that are the subject matter of
such Proceeding and does not include an admissi@ulb, culpability or a failure to act, by or drehalf of such indemnified party.
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(b) Each Warrantholder, severally and not joindigrees to indemnify, defend and hold harmless Baderwriter, its partners, directors and
officers, and any person who controls any Undeewsitithin the meaning of

Section 15 of the Act or Section 20 of the Exchafige and the successors and assigns of all tlegfdng persons to the same extent as the
foregoing indemnity from the Company, the Parewt e Selling Stockholder to each Underwriter, dmity with reference to written
information furnished to the Company by or on bebabkuch Warrantholder specifically for inclusiamthe documents referred to in the
foregoing indemnity; provided, that the liabilitf @ch Warrantholder under this subsection (b)l &fealimited to an amount equal to the
proceeds to the Warrantholder from the sale oitfagrantholder's Shares to the Underwriters at thiehase price per share. This indemnity
agreement will be in addition to any liability whia Warrantholder may otherwise have.

If any Proceeding is brought against an Underwanteasiny such person in respect of which indemniay tne sought against the Company and
a Warrantholder pursuant to the foregoing paragrapth Underwriter or such person shall promptlfpshe Company and the
Warrantholder in writing of the institution of sublnoceeding and the Company and the Warrantholddirassume the defense of such
Proceeding, including the employment of counsederably satisfactory to such indemnified party pagment of all fees and expenses;
provided, however, that the omission to so notiy Company and the Warrantholder shall not relteeegCompany and the Warrantholder
from any liability which the Company and the Wattarider may have to any Underwriter or any sucls@eior otherwise. Such Underwriter
or such person shall have the right to employiitheir own counsel in any such case, but the deelsexpenses of such counsel shall be at the
expense of such Underwriter or of such person arites employment of such counsel shall have beoazed in writing by the Company
and the Warrantholder in connection with the dedesfssuch Proceeding or the Company and the Wéahtdr shall not have, within a
reasonable period of time in light of circumstan@mployed counsel to have charge of the defensaabf Proceeding or such indemnified
party or parties shall have reasonably concludatittere may be defenses available to it or themtwdire different from, additional to or in
conflict with those available to the Company arel Warrantholder (in which case the Company andrigeBtockholder shall not have the
right to direct the defense of such Proceedingedrabi of the indemnified party or parties), in afywhich events such fees and expenses

be borne by the Company and the Warrantholder aittigs incurred (it being understood, however, ti@iCompany and the Warrantholder
shall not be liable for the expenses of more thaseparate counsel (in addition to any local celjiirs any one Proceeding or series of
related Proceedings in the same jurisdiction regisg the indemnified parties who are partiesuthsProceeding). The Company and the
Warrantholder shall not be liable for any settlet@rany Proceeding effected without the writtengent of the Company and the
Warrantholder, but if settled with the written censof the Company and the Warrantholder, the Compad the Warrantholder jointly and
severally agree to indemnify and hold harmlessldmgerwriter and any such person from and againstaas or liability by reason of such
settlement. Notwithstanding the foregoing senteiic,any time an indemnified party shall haveuested an indemnifying party to
reimburse the indemnified party for fees and expsmd counsel as contemplated by the second senbéitisis paragraph, then the
indemnifying party agrees that it shall be lialkde &ny settlement of any Proceeding effected witlioe Company's written consent if

(i) such settlement is entered into more than &riass days after receipt by the indemnifying paftthe aforesaid request, (ii) such
indemnifying party shall not have reimbursed thdeimnified party in accordance with such requesirgd the date of such settlement and
(iii) such indemnified party shall have given theémnifying party at least 30 days' prior noticét®intention to settle. No indemnifying

party shall, without the prior written consent leétindemnified party, effect any settlement of pending or threatened Proceeding in respect
of which any indemnified party is or could have bageparty and indemnity could have been soughtuneler by such indemnified party,
unless such settlement includes an unconditiom@hse of such indemnified party from all liabildy claims that are the subject matter of
such Proceeding and does not include an admissi@uld, culpability or a failure to act, by or drehalf of such indemnified party.
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(c) Each Underwriter severally agrees to indemrdBfend and hold harmless the Company, its dire@nod officers, and any person who
controls the Company within the meaning of Secfibrof the Act or Section 20 of the Exchange Acat, Brarent, the Warrantholders and the
Selling Stockholder and the successors and assfaalkof the foregoing persons from and against lass, damage, expense, liability or
claim (including the reasonable cost of investigatiwhich, jointly or severally, the Company, theréht, the Warrantholders, the Selling
Stockholder or any such person may incur undeAttiethe Exchange Act, the common law or otherwiisgofar as such loss, damage,
expense, liability or claim arises out of or is dsipon any untrue statement or alleged untruerstatt of a material fact contained in and in
conformity with information furnished in writing byr on behalf of such Underwriter (in its capa@i/such) through you (in your capacity as
representatives of the several Underwriters) taQbmpany expressly for use with reference to suatiddwriter (in its capacity as such) in
Registration Statement (or in the Registrationedtaint as amended by any post-effective amendmemtahby the Company), or arises out
of or is based upon any omission or alleged omisgictate a material fact in connection with sinfbrmation required to be stated in such
Registration Statement or necessary to make stiehmiation not misleading, or arises out of or isdmupon any untrue statement or alleged
untrue statement of a material fact contained ghiarconformity with information furnished in wrnitg by or on behalf of such Underwriter

its capacity as such) through you (in your capaa&ityepresentatives of the several Underwriter8)ddCompany expressly for use with
reference to such Underwriter (in its capacityssh$ in the Prospectus, or arises out of or isdbapen any omission or alleged omission to
state a material fact in connection with such infation required to be stated in such Prospectugogssary to make such information, in
light of the circumstances under which they wergeyaot misleading.

If any Proceeding is brought against the CompargyParent, the Warrantholders, the Selling Stodérabr any such person in respect of
which indemnity may be sought against any Undeewpursuant to the foregoing paragraph, the CompaeyParent, the Warrantholders,
the Selling Stockholder or such person shall praympitify such Underwriter in writing of the ingtition of such Proceeding and such
Underwriter shall assume the defense of such Pdirgeincluding the employment of counsel reasonahtisfactory to such indemnified
party and payment of all fees and expenses; prdyti@wvever, that the omission to so notify such &maliter shall not relieve such
Underwriter from any liability which such Underwaitmay have to the Company, the Parent, the Wahtdrs, the Selling Stockholder or
any such person or otherwise. The Company, thenBdhe Warrantholders, the Selling Stockholdesumh person shall have the right to
employ its own counsel in any such case, but the émd expenses of such counsel shall be at tleasxpf the Company, the Parent, the
Warrantholders, the Selling Stockholder or sucls@eiunless the employment of such counsel shadl haen authorized in writing by such
Underwriter in connection with the defense of sBcbceeding or such Underwriter shall not have, iwithreasonable period of time in light
of the circumstances, employed counsel to havegehairthe defense of such Proceeding or such indieshparty or parties shall have
reasonably concluded, based on the written adviceunsel, that there may be defenses availaliteotdthem which are different from or
additional to or in conflict with those availabteguch Underwriter (in which case such Underwstall not have the right to direct the
defense of such Proceeding on behalf of the indimdrparty or parties, but such Underwriter may Emgounsel and participate in the
defense thereof but the fees and expenses of sucisel shall be at the expense of such Underwritegny of which events such fees and
expenses shall be borne by such Underwriter arigsaincurred (it being understood, however, thahdJnderwriter shall not be liable for
the expenses of more than one separate counsaldition to any local counsel) in any one Procegdinseries of related Proceedings in the
same jurisdiction representing the indemnifiediparivho are parties to such Proceeding). No Undemshall be liable for any settlement of
any such Proceeding effected without the writtemsemt of such Underwriter but if settled with theti@n consent of such Underwriter, such
Underwriter agrees to indemnify and hold harmlégss@Gompany, the Parent, the Warrantholders, tHm&&tockholder and any such person
from and against any loss or liability by reasoswu¢h settlement. Notwithstanding the foregoingessee, if at any time an indemnified party
shall have requested an indemnifying party to reirs® the indemnified party for fees and expenseswiisel as contemplated by the second
sentence of this paragraph, then the indemnifyartypagrees that it shall be liable for any setdatrof any Proceeding effected without its
written consent if (i) such settlement is entergd more than 60 business days after receipt by memnifying party of the aforesaid
request, (i) such indemnifying party shall not agimbursed the indemnified party in accordandé sich request prior to the date of such
settlement and (iii) such indemnified party shalvé given the indemnifying party at least 30 dayi®r notice of its intention to settle. No
indemnifying party shall, without the prior writt@onsent of the indemnified party, effect any setént of any pending or threatened
Proceeding in respect of which any indemnified yparior could have been a party and indemnity chalde been sought hereunder by such
indemnified party, unless such settlement incluiadesinconditional release of such indemnified padyn all liability on claims that are the
subject matter of such Proceeding.

34



(d) If the indemnification provided for in this S&m 9 is unavailable to an indemnified party unsigpsections (a), (b) and (c) of this

Section 9 in respect of any losses, damages, eapgliebilities or claims referred to therein, tieach applicable indemnifying party, in lieu
of indemnifying such indemnified party, shall cdbtrte to the amount paid or payable by such ind&ethparty as a result of such losses,
damages, expenses, liabilities or claims (i) irhspi@portion as is appropriate to reflect the reéabenefits received by the Company, the
Parent, the Warrantholders and the Selling Stodéran the one hand and the Underwriters on ther ¢iiaind from the offering of the Shares
or (ii) if the allocation provided by clause (i)@ke is not permitted by applicable law, in suchpmmion as is appropriate to reflect not only
the relative benefits referred to in clause (i)\abbut also the relative fault of the Company,Rlaeent, the Warrantholders and the Selling
Stockholder on the one hand and of the Underwrdarthe other in connection with the statementsnoissions which resulted in such losses,
damages, expenses, liabilities or claims, as veediry other relevant equitable considerations.réteive benefits received by the Company,
the Parent, the Warrantholders and the Sellingk@tider on the one hand and the Underwriters orther shall be deemed to be in the s
respective proportions as the total proceeds flmroffering (net of underwriting discounts and cassions but before deducting expenses)
received by the Company, the Warrantholders an&#tling Stockholder and the total underwritingedisnts and commissions received by
the Underwriters, bear to the aggregate publicrioffeprice of the Shares. The relative fault of @@mpany, the Parent, the Warrantholders
and the Selling Stockholder on the one hand atdeobnderwriters on the other shall be determineteference to, among other things,
whether the untrue statement or alleged untruersett of a material fact or omission or allegedssion relates to information supplied by
the Company, the Parent, the Warrantholders ohéyselling Stockholder or by the Underwriters dmelparties' relative intent, knowledge,
access to information and opportunity to corregirevent such statement or omission. The amoudtgrgiayable by a party as a result of
losses, damages, expenses, liabilities and clafasred to in this subsection shall be deemeddinde any legal or other fees or expenses
reasonably incurred by such party in connectiom wivestigating, preparing to defend or defending Rroceeding.
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(e) The Company, the Parent, the Warrantholderst@&elling Stockholder and the Underwriters adgine¢it would not be just and equita
if contribution pursuant to this Section 9 wereedetined by pro rata allocation (even if the Undéevs were treated as one entity for such
purpose) or by any other method of allocation thws not take account of the equitable consideratieferred to in subsection (d) above.
Notwithstanding the provisions of this Sectionr®nb case shall any Underwriter be required torgmute any amount in excess of the ami
by which the total price at which the Shares unditen by such Underwriter and distributed to thiblpc were offered to the public exceeds
the amount of any damage which such Underwriterofiasrwise been required to pay by reason of snttu@ statement or alleged untrue
statement or omission or alleged omission. No pegedlty of fraudulent misrepresentation (withirettneaning of Section 11(f) of the Act)
shall be entitled to contribution from any persdmowvas not guilty of such fraudulent misrepresémtafThe Underwriters' obligations to
contribute pursuant to this Section 9 are sevarploportion to their respective underwriting cortmeénts and not joint.

(f) The indemnity and contribution agreements cimtd in this Section 9 and the covenants, warramtial representations of the Company,
the Parent, the Warrantholders and the SellingkBtmlder contained in this Agreement shall remaifulhforce and effect regardless of any
investigation made by or on behalf of any Undemyritts partners, directors or officers or any paréncluding each partner, officer or
director of such person) who controls any Underwnitithin the meaning of Section 15 of the Act ection 20 of the Exchange Act, or by or
on behalf of either of the Company, the Parent\Waerantholders or the Selling Stockholder, théiectors or officers or any person who
controls any of the Company, the Parent, the Wénddders or the Selling Stockholder within the magrof Section 15 of the Act or Section
20 of the Exchange Act, and shall survive any teatidon of this Agreement or the issuance and deligéthe Shares. The Company, the
Parent, the Warrantholders, the Selling Stockhcdaier each Underwriter agree promptly to notify eattter of the commencement of any
Proceeding against it and, in the case of the Cagphe Parent, the Warrantholders or the Selliogi®older, against any of the officers,
directors or partners of the Company, the ParbatWarrantholders or the Selling Stockholder, ascise may be, in connection with the
issuance and sale of the Shares, or in conneciithrilve Registration Statement or Prospectus.
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10. Notices. Except as otherwise herein providkdtatements, requests, notices and agreemeritdshia writing or by telegram and, if to
the Underwriters, shall be sufficient in all restzd€ delivered or sent to UBS Warburg LLC, 299 PAwvenue, New York, N.Y. 10171-0026,
Attention:

Syndicate Department; if to the Company, shalllifécent in all respects if delivered or sent b@tCompany at the offices of the Compar
One World Trade Center, 105th Floor, New York, Néark 10048, Attention: Stephen M. Merkel, Senioc¥iPresident, General Counsel
and Secretary; if to the Parent or the Selling Btotder, shall be sufficient in all respects ifideted or sent to the Selling Stockholder at the
offices of the Selling Stockholder at One World deaCenter, 105th Floor, New York, New York 1004&e#tion: Stephen M. Merkel,
Senior Vice President, General Counsel and Segratat, if to the Warrantholders, shall be suffitienall respects if delivered or sent to
Martin J. Wygod, c/o WebMD Corporation, 669 River,0Center 2, EImwood Park, New Jersey 07407.

11. Governing Law; Construction. This Agreement ang claim, counterclaim or dispute of any kinchature whatsoever arising out of ol
any way relating to this Agreement ("Claim"), ditgcr indirectly, shall be governed by, and counstt in accordance with, the laws of the
State of New York. The Section headings in thisefgnent have been inserted as a matter of conveni#meference and are not a part of
this Agreement.

12. Submission to Jurisdiction. Except as set foelow, no Claim may be commenced, prosecutedmireeed in any court other than the
courts of the State of New York located in the Gibd County of New York or in the United Statestidis Court for the Southern District of
New York, which courts shall have jurisdiction ovke adjudication of such matters, and you, the @y, the Parent, the Warranthold

and the Selling Stockholder consent to the jurisalicof such courts and personal service with resiieereto. The Company, the Parent, the
Warrantholders and the Selling Stockholder hereinsent to personal jurisdiction, service and venwy court in which any Claim arising
out of or in any way relating to this Agreemenbisught by any third party against an Underwriteamy indemnified party. Each
Underwriter, the Company (on its behalf and, toaktent permitted by applicable law, on behalftefstockholders and affiliates), the Parent
(on its behalf and, to the extent permitted by igaple law, on behalf of its partners and affilgtehe Warrantholders and the Selling
Stockholder (on its behalf and, to the extent pgediby applicable law, on behalf of its partnard affiliates) waives all right to trial by jury
in any action, proceeding or counterclaim (whethased upon contract, tort or otherwise) in any aésing out of or relating to this
Agreement. The Company, the Parent, the Warrargheland the Selling Stockholder agree that a fitgment in any such action,
proceeding or counterclaim brought in any such tcshall be conclusive and binding upon the Comp#reyParent, the Warrantholders or
Selling Stockholder, as the case may be, and mapfoeced in any other courts in the jurisdictidwdich the Company, the Parent, the
Warrantholders or the Selling Stockholder is or rhaysubject, by suit upon such judgment.
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13. Parties at Interest. The Agreement hereinostit has been and is made solely for the benefli@fUnderwriters, the Company, the Pat
the Warrantholders and the Selling Stockholder gmthe extent provided in Section 9 and Sectiohdi@of, the controlling persons,
directors and officers referred to in such sectang their respective successors, assigns, heirspmal representatives and executors and
administrators. No other person, partnership, aggon or corporation (including a purchaser, ashsourchaser, from any of the
Underwriters) shall acquire or have any right unafeloy virtue of this Agreement.

14. Counterparts. This Agreement may be signedéyarties in one or more counterparts which tagethall constitute one and the same
agreement among the parties.

15. Successors and Assigns. This Agreement shaiinoéng upon the Underwriters, the Company, theefathe Warrantholders and the
Selling Stockholder and their successors and assigd any successor or assign of any substantizdpof the Company's, the Parent's, the
Warrantholders', and the Selling Stockholder'samdof the Underwriters' respective businessesardsets.

16. Miscellaneous. UBS Warburg LLC, an indirectoliyrowned subsidiary of UBS AG, is not a bank @mdeparate from any affiliated
bank, including any U.S. branch or agency of UBStieg LLC. Because UBS Warburg LLC is a separatatprporated entity, it is solely
responsible for its own contractual obligations anthmitments, including obligations with respecs#bes and purchases of securities.
Securities sold, offered or recommended by UBS \WWarhLC are not deposits, are not insured by theeFad Deposit Insurance Corporati
are not guaranteed by a branch or agency, andaeherwise an obligation or responsibility ofratch or agency.

A lending affiliate of UBS Warburg LLC may have ting relationships with issuers of securities undgten or privately placed by UBS
Warburg LLC. To the extent required under the séesrlaws, prospectuses and other disclosure dentsrior securities underwritten or
privately placed by UBS Warburg LLC will disclodgetexistence of any such lending relationshipsveimether the proceeds of the issue will
be used to repay debts owed to affiliates of UBShay LLC.
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If the foregoing correctly sets forth the undergiag among the Company, the Parent, the Warrar¢ghgldhe Selling Stockholder and the
Underwriters, please so indicate in the space geavbelow for the purpose, whereupon this letteryaur acceptance shall constitute a
binding agreement among the Company, the Paren§¢Hing Stockholder and the several Underwriters.

Very truly yours,
eSPEED, INC.
By:
Name:
Title:
Accepted and agreed to as of the CA NTOR FITZGERALD, L.P.
date first above written
UBS WARBURG LLC By . CF Group Management, Inc.
LEHMAN BROTHERS INC. its Managing General
J.P. MORGAN SECURITIES INC. Partner
As Representatives of the several By
Underwriters named in Schedule A hereto
Name:
Title:
By: UBS WARBURG LLC CA NTOR FITZGERALD SECURITIES
By: By : Cantor Fitzgerald, L.P.
its Managing General
Name: Partner
Title: Managing Director
By : CF Group Management, Inc.
its Managing General
Partner
By: By
Name: Name:
Title: Director Title:
By
Martin J. Wygod
Title:
By

P.S. Wygod, Trustee under
the Trust Agreement dated
12/30/87 for the benefit

of Adam Yellin



SCHEDULE A

Underwriter

UBS WARBURG LLC

LEHMAN BROTHERS INC.

J.P. MORGAN SECURITIES INC.

CANTOR FITZGERALD & CO.

Number of
Firm Shares



SCHEDULE B

Number of Firm
Warrantholders Shares to be Sold

MARTIN J. WYGOD.......ccovviiiiiiiiiiiieiiees i, 110,000

PAMELA S. WYGOD, TRUSTEE UNDER THE TRUST
AGREEMENT DATED 12/30/87 FOR THE BENEFIT OF
ADAM YELLIN.....occoiiiiiicviiees 25,000



INDEPENDENT AUDITORS' CONSENT

We consent to the use in this Registration Stat¢éwfesSpeed, Inc. on Form S-3 of our report datelorfrary 14, 2001, appearing in the
Prospectus, which is part of this Registration eStent.

We also consent to the reference to us under theitngs "Selected Financial Data" and "Experts'uchsProspectus.

/sl Deloitte & Touche LLP
February 23, 2001

New Yor k, New Yor k

End of Filing
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