The following table sets forth the plans’ funded status and amounts recognized in the balance sheets at
December 31:

OTHER POSTRETIREMENT

PENSION BENEFITS BENEFITS
ez _reer o 2002 001
CHANGE IN BENEFIT OBLIGATION
Benefit obligation at beginning of year $ 159,189 $ 143,235 $ 801 $ -
Service cost 17,744 15,747 52 43
Interest cost 11,830 10,432 55 51
Amendments 1,587 1,659 - -
Actuarial losses 12,321 (2,724) (50) -
Benefits paid (22,794) (11,877) - a7
Curtailment/settlement gain - (1,301) - -
Loss due to change in discount rate 14,870 4,320 82 35
Other benefits/changes . 987 By o - 689
Benefit obligation at end of year . $195734 % 159189 S 940 ¥ 801
CHANGE IN PLAN ASSETS
Fair value of plan assets at beginning of year $ 102,247 $ 100,743 $ - $ -
Transfers between related parties 960 (462) - -
Actual return on plan assets (12,708) 2,210 - -
Company contributions 23,290 11,633 - 17
Participant contributions - - - -
Benefits paid . (22,794) Jawsrny o - an
Fair value of plan assets at end of year’ ~..90995 102247 - -
Funded status of the plan (underfunded) (104,739) (56,942) $ (940) $ (801)
Unrecognized net actuarial loss 62,373 15,580 64 35
i Unrecognized prior service cost 3,829 3,258 - -
Unrecognized transition obligation/(asset) (1,038) (1,252) 613 651
Amount recognized to reflect minimum liability . (4341) 3429 - =
Net accrued benefit cost recorded in
the consolidated balance sheets $ (43,916) $ (42,781 S (263) $ (115)
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The net accrued pension cost as of December 31, 2002, as reflected above, consists of the accrued
benefit cost from the underfunded ERP plans and the unfunded SERP.

The components of the accrued benefit cost for the Company’s defined benefit pension plans as of
December 31, 2002, and 2001 along with the location of these amounts in the consolidated balance sheets
were as follows:

DECEMBER 31,
02 2001

ERP —included in accrued personnel costs $ (10,989) $ (4,344
ERP ~ included in accrued pension and other

postretirement benefit costs : (19,125) (20,292)
SERP ~included in accrued pension and other

postretirement benefit costs (3802 (18,145)
Accrued benefit costs $ (43,916) $ (42,781)

As of December 31, 2002 and 2001, the following is the funded status of each of NASD's defined
benefit pension plans:

DECEMBER 31,

2002 i ] lOOlW

ERP T

Projected benefit obligations $ 178,594 $ 136,561
Accumulated benefit obligations 100,885 78,182
Fair value of plan assets 90,995 102,247
SERP

Projected benefit obligations $ 17.140 $ 22,628
Accumulated benefit obligations 13,742 17,600

Fair value of plan assets - _
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During 2002, there was a settlement of $1.2 million for employees included within the SERP plan
due to early retirements. During 2001, there was a curtailment gain recognized of $1.3 million in the pension
plan to reflect the reduction in force on June 26, 2001.

Pursuant to the provisions of SFAS No. 87 “Employer’s Accounting for Pensions, " related to the SERP,
an intangible asset of $1.3 million and $1.0 million, and a net adjustment to members’ equity of $3.1 million
and $1.0 million, were recorded as of December 31, 2002, and 2001, resQectiver, to recognize a minimum
pension liability. Included within the net adjustment to accumulated other"comprehensive income (loss) in

the accompanying consolidated balance sheets is the

method affiliates.

WEIGHTED-AVERAGE ASSUMPTIONS
AS OF DECEMBER 31:

Discount rate

Expected return on plan assets

Rate of increase (compensation or
health care cost)

COMPONENTS OF NET PERIODIC BENEFIT
COST, YEARS ENDED DECEMBER 31:
Service cost

Interest cost

Expected return on plan assets

Amortization of unrecognized transition asset
Recognized net actuarial (gains) losses

Prior service cost (income) recognized
Curtaiiment/settlement loss (gain) recognized
Other benefits/changes

Benefit cost (income)

PENSION BENEFITS

2002 _oweer
6.75% 7.25%
9.0 9.0
5.5 53

PENSION BENEFITS

L U T
$ 17,744 $ 15,747
11,830 10,432
(9.025) (8,629)
(215) (215)
(57) 61
947 698
3,523 16
B = 760
$ 24747 § 18,870

portion of minimum pension liabilities from equity

OTHER POSTRETIREMENT

BENEFITS
002 001
6.75% 7.25%
5.5 55

OTHER POSTRETIREMENT

BENEFITS
.oz 2001
$ 52 $ 43

55 51

38 38
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The assumptions for the annual increase in the composite health care cost trend rate are 7.5% and
8% for 2002 and 2001. The health care cost trend rate for 2002 was assumed to decrease gradually to an
estimated annual increase of 5% in the year 2007 and thereafter. The assumed health care cost trend rate can
have a significant effect on the amounts reported. A one-percentage point change in the assumed health
care cost trend rate would not have a material impact on the benefit obligation, service costs and interest
components.

The Company also maintains voluntary savings plans for eligible employees of its subsidiaries.
Employees are immediately eligible to make contributions to the plan and are also eligible for an employer
contribution match at an amount equal to 100% of the first 4% of eligible employee contributions. Eligible
plan participants may also receive an additional discretionary match from the Company. Savings plan expense
for 2002 and 2001 was $9.0 million and $11.7 million, respectively. The expense included a discretionary
match totaling $2.1 million for 2002 and $2.6 million for 2001.

. NASDAQ STOCK COMPENSATION, STOCK AWARDS AND CAPITAL STOC

72

Effective December 5, 2000, as amended on January 23, 2002, NASDAQ adopted The NASDAQ Stock Market,
Inc. Equity Incentive Plan (the “Plan”), under which nonqualified and qualified incentive stock options,
restricted stock, restricted stock units, or other stock based awards may be granted to employees, directors,
officers and consultants. A total of 24.5 million shares are authorized under the Plan. At December 31, 2002,
13.0 million shares were available for future grants under the Plan.

In 2002, NASDAQ granted 2.2 million stock options and 77 thousand shares of restricted stock to
employees and officers and 65 thousand options to non-employee Board of Directors members pursuant to the
Plan. During 2002, 0.9 million stock options and 49 thousand shares of restricted stock awards were forfeited.

Restricted stock awards are awarded in the name of the employee or officer at fair value on the date
of the grant. The awards contain restrictions on sales and transfers, are generally subject to a five-year vesting
period and are expensed over the vesting period. NASDAQ recognized $2.0 million and $4.1 million in

amortization expense related to restricted stock during the years ended December 31, 2002, and December
31, 2001, respectively.

Stock options are granted with an exercise price equal to the estimated fair market value of the stock
on the date of the grant. NASDAQ accounts for stock option grants in accordance with APB No. 25, and,
accordingly, recognizes no compensation expense related to such grants.



Options granted generally vest over three years and expire 10 years from the date of grant. All options
to date have been granted at fair market value on the date of grant. At December 31, 2002, options for
53 million shares were vested, and exercisable with a weighted-average exercise price of $12.77. At
December 31, 2001, options for 3.6 million shares were vested, and exercisable with a weighted-average
exercise price of $12.73.

Stock option activity during the year ended December 31, 2002, is set forth below:

WEIGHTED

___ SHARES _ RANGE  AVERAGE
Balance, January 1, 2002 19,625,587 $ 10.25-13.00 $ 12.70
Granted 2,220,279 $ 13.00-19.70 $ 13.65
Exercised 8,612 $ 10.25-13.00 $ 10.65
Forfeited 919,851 $ 10.25-13.00 $ 12.38
Balance, December 31, 2002 10,917,403 $ 10.25-19.70 $ 1291

Stock option activity during the year ended December 31, 2001 is set forth below:

WEIGHTED
__ SHARES _ _RANGE___ AVERAGE
Balance, January 1, 2001 - - -
Granted 10,795,223 $ 10.25-13.00 $ 1273
Exercised - - -
Forfeited 1,169,636 $ 10.25-13.00 $ 1298
Balance, December 31, 2001 9,625,587 $ 10.25-13.00 $ 12.70
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NASDAQ has an employee stock purchase plan for all eligible employees. Under the plan, shares of
Common Stock may be purchased at six-month intervals (each, an "Offering Period”) at 85% of the lower of
the fair market value on the first or the last day of each Offering Period. Employees may purchase shares
having a value not exceeding 10% of their annual compensation, subject to applicable annual {RS limitations.
During 2002 and 2001, employees purchased an aggregate of 0.2 million and 0.3 million shares at 3
weighted-average price of $10.22 and $10.63 per share, respectively.

one-third of the shares vested immediately while the remaining two-thirds were to vest over a two-year period.
As of December 31, 2001, the restricted Common Stock had an approximate value of $6,250 per share.
All share and dollar amounts reflect a four-for-one stock split of NASDAQ Japan shares in Aprit 2001.

being expensed over the vesting periods. NASDAQ recorded $2.8 million in compensation expense related to
these awards in 2001, During the second quarter of 2002, NASDAQ recognized a $15.2 million other-than-
temporary impairment of its investment in NASDAQ Japan. Included in this impairment charge was a
benefit for the revaluation of the stock based awards of $7.9 million. As of December 31, 2002, the options
outstanding have no value and effectively were cancelled. On August 16, 2002, the Board of Directors of
NASDAQ Japan voted to take the company to dormant status, effectively ceasing operations. NASDAQ Japan
is currently in fiquidation status and is expected to be completely dissolved in the second quarter of 2003
(see Note 6).



12.

LEASES

The Company leases certain office space and equipment in connection with its operations. The majority of
these leases contain escalation clauses based on increases in property taxes and building operating costs.
Certain of these leases also contain renewal options. Rent expense for operating leases was $37.9 million in
2002 and $39.4 million in 2001.

Future minimum lease payments under non-cancelable operating leases with initial or remaining
terms of one year or more consisted of the following at December 31, 2002:

Year ending December 31,

2003 $ 33,020
2004 34,731
2005 33,355
2006 32,244
2007 29,538
Remaining years 282,031
Total minimum lease payments $ 444,919

Future minimum lease payments under non-cancelable capital leases with initial or remaining terms
of one year or more consisted of the following at December 31, 2002

Year ending December 31,

2003 $ 5,222
2004 5,222
2005 . 3048
13,492
Less: imputed interest (361
Total minimum lease payments $ 12,131

75



2002 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

13.

76

(Dollars in tables in thousands)

COMMITMENTS AND CONTINGENCIES

NASDAQ entered into a six-year $600.0 million contract with WorldCom in 1997 to replace the data network
that connected the NASDAQ market facilities to market participants. As part of that contract, NASDAQ

As of December 317, 2002, €21.3 million ($22.3 million) was funded in the form of a loan from a
commitment of €31.8 million ($33.4 million) for NASDAQ Europe. Of the funded amount, €15.5 million
($16.2 million) was used to finance the operations of NASDAQ Europe through 2002. The remaining €5.8
million ($6.1 million) was used to enable NASDAQ Europe to invest in NASDAQ Deutschland AG, a venture

strategic partners also convert their debt to equity. In October 2002, NASDAQ Europe’s strategic investors
committed to convert 73.8% of NASDAQ Europe’s external debt to equity (or 87.1% including intercompany
debt with NASDAQ). The conversion was formally approved by NASDAQ Europe’s Board in March 2003 and
is expected to close in May 2003. An additional €10 5 million ($11.1 million) is expected to be contributed in
2003 for NASDAQ Europe operations, which will fulfill NASDAQ's Boards funding approval of €31.8 million
($33.4 million).

NASDAQ has agreed to guarantee the provision of certain support and maintenance services for the
trading platform to be operated by NASDAQ Deutschland AG in the event NASDAQ Europe no longer provides
such services due to circumstances incfuding its liquidation or winding down. NASDAQ's obligation to provide
services would continue for a period of 18 months from the date the guarantee Is triggered, but in no event

NASDAQ estimates the maximum cost of providing the services at €14 7 million ($15.4 million) over the term
of the guarantee.

5 X
NPV SOMIERD X5 |



The Board of Director's of NASDAQ have approved a capital contribution of up to $25.0 million to the
NQLX joint venture. NASDAQ made a $2.0 million capital contribution in 2001. During 2002, NASDAQ made
additionat contributions to NQLX of $16.0 million. An additional $7.0 million is expected to be contributed in
2003, which will fulfill NASDAQ's Board's initial approval of $25.0 million.

From the $72.2 million in net proceeds NASD received for the sale of warrants and shares of NASDAQ
Common Stock in Phase [, NASD established a $25.0 million earmark for the benefit of Amex to support
Amex business operations and meet NASD's obligations to Amex arising out of its acquisition of Amex. In
October 2000, NASD funded this $25.0 million to Amex in the form of a capital contribution. Additionally,
from the Phase | proceeds, NASD established a $25.0 million earmark for the benefit of NASDR to fund
membership fee reductions. Member rebates given to NASD members were $24.0 and $17.0 in 2002 and
2001, respectively. Future cumulative fee reductions are expected to be $90.0 million through 2006. NASD
established additional earmarks of $25.0 million each to Amex and NASDR from the $113.4 million in net
proceeds from Phase II. In May 2001, NASD funded $15.0 million under the Amex earmark in the form of a
capital contribution. Additionally, NASD may also establish additional earmarks from the proceeds received
upon exercise of the warrants.

OnJune 1, 1999, NASD finalized a ten-year agreement with EDS Corporation (the “EDS Agreement”)
to establish an alliance, NasTech, through which EDS provides technology services to NASD and NASDR. NASD
has an obligation to pay to EDS a minimum of $47.9 million each year under the term of the EDS Agreement
except for 2009, which will be prorated through the ending date of the EDS Agreement on May 31, 2009.
Included in the total minimum obligation, NASD is required to acquire at least $21.5 million in applications
development services from EDS, and use EDS for all their production service and application maintenance
needs. Additionally, in the event that NASD terminates the EDS Agreement for convenience, it is subject to a
termination fee to EDS. The termination fee is based upon a formula, which considers total EDS billings and
profit through the date of termination and remaining minimum payments after the date of termination. If the
EDS Agreement was terminated effective December 31, 2002, NASD would have been obligated to pay EDS
a termination fee estimated at $81.3 million. NASD has recorded advances to EDS of $34.3 million and $28.6
million as of December 31, 2002, and 2001, respectively, which is included in other assets in the consolidated
balance sheet, which will be used to satisfy obligations under the EDS Agreement during the years ended
December 31, 2005 through 2009.
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In 2001, NASD entered into a series of incentive agreements with the City of New York resulting in
potential incentives aggregating $53.6 million on a net present value basis to NASD, NASDAQ, and Amex.
During 2002 and 2001, the Company recognized benefits of $1.1 million and $1.1 million, respectively, in real
estate tax abatement and $0.3 million and $1.2 million, respectively, in sales tax abatement under thjs
agreement.

The Company may be subject to claims arising out of the conduct of its business. Currently, there are
certain legal proceedings pending against the Company. Management believes, based upon the opinion of
counsel, it has adequately provided for any liabilities or settlements arising from these proceedings.

14, REAL ESTATE DEVELOPMENTS

During the fourth quarter of 2001, as a result of the terrorist attacks on September 11, 2001, NASDAQ
decided to relocate its New York City headquarters from One Liberty Plaza, which was adjacent to the site
where the World Trade Center Towers stood, to a location closer to its Times Square MarketSite Building. As
of December 31, 2001, NASDAQ was obligated under the terms of its One Liberty Plaza lease to pay $106.9
million over the remaining life of the lease and recorded an estimated loss on the sublease of $21.5 million,
which was included in other expense in the consolidated statements of income.

NASDAQ signed a lease commencing May 1, 2002, at 1500 Broadway, directly across from the
MarketSite building and began marketing the space at its One Liberty Plaza location. Due to the softening of
the real estate market in lower Manhattan, NASDAQ reconsidered its decision to relocate to 1500 Broadway

of the lease. At December 31, 2002, the estimated loss on the sublease (including interest accretion) is $23.2
million including leasehold improvements, which is included in other expense in the consolidated statements
of income. The estimated loss was calculated using an 8.0% net discount rate and an estimated 22-year
sublease commencing December 2003 at estimated market rates. NASDAQ will continue to evaluate its
estimated loss on 1500 Broadway.
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15.

DISCONTINUED OPERATIONS

in connection with NASD's overall corporate restructuring, NASD and Amex's Boards agreed that it was
appropriate to begin the process of separating Amex from NASD and in December 2001, NASD and Amex’s
Boards appointed a committee composed of members of each Board to advise the Boards regarding
separation. During 2002, NASD engaged an investment banker to assist with the various alternatives related
to the separation of Amex. Significant progress on the Amex separation was made during 2002 and as of
December 31, 2002, Amex met the requirements under the provisions of SFAS No. 144 to be reported as a
discontinued operation. Management believes it's probable that the sale of Amex will be completed within
one year and that it is unlikely that significant changes will be made to the plan to sell.

At December 31, 2002, the assets and liabilities of Amex are segregated on the consolidated balance
sheets and the net operations of Amex have been reported within discontinued operations on the
consolidated statements of income. Amex was previously reported by NASD as a separate segment under the
provisions of SFAS No. 131, “Disclosure about Segments of an Enterprise and Related Information.” Total
revenues for Amex for the years ended December 31, 2002, and 2001 was $252.5 million and $281.1 million,
respectively. Including intercompany expenses, Amex’s net loss for the years ended December 31, 2002, and
2001 was ($4.3) million and ($2.6) million.

For the years ended December 31, 2002, and 2001, NASD recorded a net (loss) income from
discontinued operations of ($121.2) million and $12.0 million, respectively. Included in the net {loss) income
from discontinued operations are net income, after income taxes and excluding intercompany expenses,
associated with Amex of $13.4 million and $12.0 million, for the years ended December 31, 2002, and 2007,
respectively, and an estimated loss at disposal recorded as of December 31, 2002, of $134.6 million (net of
tax benefit of $8.8 million). The estimated loss at disposal was calculated as the adjustment of carrying value
to estimated fair value less costs to sell and includes amounts expected to be funded to Amex by NASD
to settle certain remaining commitments and contingencies, an estimate of minimum working capital
requirements, employee and severance costs, and liabilities to be assumed by NASD. The commitments and
contingendies include the remaining obligation under the Member Equity Program discussed below, and the
technology transfer agreement included within the Master Agreement (see Note 17).

In addition, the following commitments and contingencies exist with respect to Amex.
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The transaction agreement entered into by NASD related to the acquisition of Amex included a
Member Equity Program (the “Program”) to support the value of Amex members’ seats. On October 30, 1998,
the closing date of NASD’s acquisition of Amex, NASD committed $30.0 million to support seat prices with an
additional $10.0 million commitment effective on January 1, 1999. This fund can grow through a 5.0% return
on the account, which is offset by seat purchases made by NASD.

Under the Program, an elected Seat Committee monitors the effectiveness of the Program at
18 months and 60 months from the acquisition date. At the time of the reviews, the Seat Committee
determines, subject to a majority vote of the Amex members, the disbursement of portions of the initial
commitment amount in one of the following ways: to owners of membership interests in Amex: as a reduction
of Amex Exchange fees: and/or for investments in technology. Additionally, the Seat Committee may elect a
rollover option under which it would not disburse funds until the next review date. After five years, the
undistributed amount will be eligible for distribution to the Amex Members, reduction of Amex fees or
investments in technology as determined by a membership vote. Every two years after that, the remainder will
be eligible for distribution in the same manner until the commitment has been fully paid. The commitment
will be funded from operations of NASD.

the Amex membership. As of December 31, 2002, ten seats were purchased by NASD under the Program
or a total of $2.1 million. Accordingly, as of December 31, 2002, $22.9 million remains outstanding under
this commitment plus accrued interest of $6.4 million. As of December 31, 2002, NASD accrued for their
remaining obligation under this agreement, which is included within (loss) income from discontinued
operations in the consolidated financial statements.

As a condition of NASD's acquisition of Amex, a Member Supplement Fund was established under
which annual distributions may be made by NASD based upon 15.0% of the amount, if any, that the net
income of Amex exceeds established thresholds for the years 1999 through 2008. Funds will be distributed to
owners of membership interests in Amex or used to pay for investments in technology as determined by a
Member Supplement Fund Committee. No payments were required to be made for 2002 and 2001 under the
Member Supplement Fund formula.



At December 31, 2002, the rights to trade on Amex LLC were embodied through The American Stock
Exchange, Inc. (“Amex Corp”) in the 864 memberships (the “Members”). In accordance with the Limited
Uiability Company Agreement of Amex LLC, in the event of liquidation of Amex LLC, Amex Corp. will satisfy
all obligations of the company and distribute any remaining cash as follows: (1) each existing reqular member
shall receive an equal distribution up to $26 thousand; (2) each options principal member shall then receive
an equal distribution up to $15 thousand:; (3) the remainder shall then be distributed in a manner such that
each regular member will receive from such remaining assets two times the amount distributed to each
options principal member. The total amount to be distributed to the members is capped at $140.0 million.

In September 2000, Amex entered into a stipulation with the Department of Justice pursuant to
which a decree was entered and an offer of settlement pursuant to which the SEC entered an order which,
together, resolved investigations into options listing activity at Amex and other exchanges. Contemporaneous
to these investigations, class action lawsuits were filed against Amex, other exchanges, and others. Amex
entered into an agreement to settle these class action lawsuits in August 2000, with one-third of the total
agreed upon settlement amount paid in August 2000, one-third paid in June 2001, and the remaining one-
third to be paid in July 2002. Amex accrued for the remaining settlement payments in 2000 with the signing
of the settlement agreement. The exact amount of Amex’s settlement is confidential. The settlement is subject
to the approval of the court, which declined to grant such approval for jurisdictional reasons in April 2001.
That decision is currently on appeal.

SIAC, an affiliated company, has a lease agreement for a data processing site. The NYSE as majority
owner of SIAC has guaranteed SIAC's performance under the terms of the lease, which has a remaining
obligation of $145.8 million over the next eight years. Amex has agreed to indemnify the NYSE for a portion
of losses, if any, sustained by the NYSE in the event of a default by SIAC. The Amex’s share of potential losses
($35.0 million, or 24%, at December 31, 2002) is based upon its utilization of SIAC services for the preceding
three years, and is adjusted annually. Amex has not made any payments under this indemnification agreement
to date and no amounts are reflected in the accompanying financial statements for this guarantee.

In October 2002, Amex received a $3.0 million grant from the New York State Urban Development
Corporation d/b/a Empire State Development Corporation (“ESDC™). The terms of this grant require Amex to
maintain a set number of full time employees within New York City annually until January 1, 2012. If Amex
does not meet the required headcount as summarized in this grant, Amex will be required to pay back to ESDC
a portion of the grant received. Further, if Amex were to relocate employees outside of New York City, they
may be required to pay back the full amount of the grant plus additional penalties associated with such
relocation, depending on when such relocation occurred. As of and for the year ended December 31, 2002,
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Amex recorded $2.3 million as a deferred liability associated with this agreement and recognized $0.8 million
as a reduction to compensation expense since it met the annual requirements under the grant as of the
balance sheet date. No accrual has been recorded for relocation related penalties, since management believes
the risk of such relocation is remote.

BUSINESS SEGMENT INFORMATION

In accordance with SFAS No. 131, NASD manages two primary business segments: NASDAQ and NASD. As
described in the summary of significant accounting policies, NASDAQ represents a separate identifiable
organization. NASD includes NASD, NASDR, and NASD DR.

SEGMENT INCOME OR LOSS

NASD's accounting policies for segments are the same as those described in the summary of significant
accounting policies. Management evaluates segment performance based on net operating income. Prior year
segment information has been restated to conform to the current composition of reportable segments.
Transfers between segments are accounted for at cost.

B 2002 . -
DISCONTINUED CONSOLIDATING

_ NASDAQ - NASD _OPERATIONS  ADJUSTMENTS = CONSOLIDATED

Revenues, principally from
external customers $ 799,343 $ 446,587 § - $ (8458) $ 1,237,472
Total operating expenses 707,667 430,752 - 10,048 1,148,467
Net operating income (loss) 91,676 15,835 - (18,506) 89,005
Total assets 1,175,914 1,652,987 174,206 (261,163) 2,741,944
Long lived assets 361,225 177,513 - - 538,738
Depreciation & amortization $ 97,911 $ 54,726 $ - $ (60) $ 152,577




__ 2001 — I

DISCONTINUED ~ CONSOLIDATING
_ NASDAQ __NASD  OPERATIONS = ADJUSTMENTS  CONSOLIDATED

Revenues, principally from

external customers $ 859,884 $ 409,431 $ - $ 2,317y % 1,266,998
Total operating expenses 781,486 383,053 - 11,973 1,176,512
Net operating income (loss) 78,398 26,378 - (14,290) 90,486
Total assets 1,327,630 1,596,752 269,900 (543,538) 2,650,744
Long lived assets 380,213 216,095 - - 596,308
Depreciation & amortization $ 93,400 $ 55,721 $ - $ - 3 149,121

7. PARENT COMPANY ONLY STATEMENTS - CONDENSED

The following condensed consolidated balance sheets, statements of income and statements of cash flows as
of and for the years ended December 31, 2002, and 2001 present the information for the entities that
Company management consider to be the parent company for NASD. This information includes: 1) the
consolidated information for NASD, NASDR and NASD DR (the “Parent Entities”), and 2) NASD’s investments
in its NASDAQ and Amex subsidiaries (not consolidated). As disclosed in Note 1, NASD is in the process of a
Restructuring relating to its ownership interests in NASDAQ, which upon completion will reduce NASD’s
ownership of NASDAQ to 0%. In addition, NASD has reached an agreement with the Amex Board of Directors
on the ultimate separation of Amex from NASD. Accordingly, the following presentation of “Parent Company
Only Statements” reflects the finandial position, results of operations and cash flow for the Parent Entities,
assuming deconsolidation of its NASDAQ and Amex subsidiaries.
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BALANCE SHEETS:

ASSETS

Cash and cash equivalents
Investments, available-for-sale
Receivables, net

Receivable from refated parties
Other current assets

Total current assets

Total property and equipment, net
Investment in NASDAQ

Net assets- discontinued operations
Other assets

Total assets

LIABILITIES AND MEMBERS’ EQUITY
Payable to related parties

Net liabilities— discontinued operations
Current liabilities

Other liabilities

Total liabilities

Members’ equity

Total liabilities and members’ equity
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DECEMBER 31,
02 _ 2001

$ 269,566 $ 267,477

869,899 515,744

27,645 22,315

35,273 47,392

.. 11450 _ 11,689

1,213,83 864,617

177,513 216,095

209,398 357,170

- 102,349
22243 56521 ‘

_$ 1,652,987 $ 1,596,752

$ 6866 $ 35,340

7,407 -

410,593 311,853

_ 33565 .. 207,525

478,431 554,718

1,174,556 1,042,034
_$1,652,087 31596752




STATEMENTS OF INCOME:

REVENUES:
Revenues, net of member rebates of $24,000 in 2002
and $17,000 in 2001
EXPENSES:
Compensation and benefits
Professional and contract services
Depreciation and amaortization

Other, including support charge allocated to related parties

Total operating expenses
Net operating income
OTHER INCOME (EXPENSE):
Equity in earnings of NASDAQ
Other (expense) income
Gain on NASDAQ warrants
(Loss) income from discontinued operations
Gain from NASDAQ shares sold by NASD
Net (loss) income

STATEMENTS OF CASH FLOWS:

CASH FLOWS FROM OPERATING ACTIVITIES
CASH FLOWS FROM INVESTING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES
Increase in cash and cash equivalents

Cash and cash equivalents at beginning of year
CASH AND CASH EQUIVALENTS AT END OF YEAR

YEARS ENDED DECEMBER 31,

02 2001

$ 446,587 $ 409,431
233,962 223,555
134,118 135,133
54,726 55,721
796 . (135%)
_a30752 383053
15,835 26,378
25,927 30,159
(28,703) 12,007
104,667 -
(121,206) 12,010

$ (3.480) $ 111,999

YEARS ENDED DECEMBER 31,

o 0z R T
$ 203,638 $ 120,905
(129,264) 65,824
(72,285) (148,999)
2,089 37,730
267477 229747
$ 269566 % 267477
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(Dollars in tables in thousands)

During 2002 and 2001, the repurchases by NASDAQ of NASDAQ stock held by NASD with gross
proceeds of $439.0 million and $240.0 million resulted in NASD realizing proceeds in excess of its basis in the
underlying shares of NASDAQ of $277.5 million and $134.4 million, respectively. As a result of these
reductions in NASDAQ equity resulting from this transaction, NASD realized a reduction in it's proportionate
remaining ownership of NASDAQ of $154.6 million and $93.9 million, respectively. Accordingly, the net
effect of this transaction is reflected as a $122.9 million and $40.5 million increase to NASD equity in the
consolidated statements of changes in members’ equity for the years ending December 31, 2002, and 2001,
respectively. These transactions represent another element of the continuing plan of corporate reorganization
with regard to NASD's investment in NASDAQ.

RELATED PARTY TRANSACTIONS

On February 6, 2002, NASD, NASDAQ and Amex (the "Parties”) entered into a Master Agreement that would
