


Revenues $ 375,015 $ 340,002 $ 326,438
EBITDA® $ 131,469 $ 114,318 $ 92,928
EBITDA as a % of revenue 35.1% 33.6% 28.5%
Net income (loss) $ 60,733 $ 4,312 $ (20,608)
Diluted earnings (loss) per share $ 0.65 $ 0.05 $ (0.23)
Diluted weighted average number of shares 93,730 92,510 91,202
outstanding
Institutional
Revenues
FT Interactive Data $ 305,349 $ 265,580 $ 244,632
CMS BondEdge $ 29,643 $ 28,860 $ 27,708
Total Institutional revenue $ 334,992 $ 294,440 $ 272,340
EBITDA® $ 140,243 $ 118,924 $ 99,952
EBITDA as a % of revenue 41.9% 40.4% 36.7%
Retail
Number of eSignal subscribers 34,310 24,838 24,373
Number of Broadcast subscribers 1,332 3,266 8,252
Revenues
eSignal $ 35,545 $ 35,392 $ 32,551
Broadcast $ 4,478 $ 10,170 $ 21,547
Total Retail revenue $ 40,023 $ 45562 $ 54,098
EBITDA® $ 5,114 $ 6,970 $ 2,765
EBITDA as a % of revenue 12.8% 15.3% 51%
Corporate and unallocated
EBITDA® $ (13,888) $ (11,576) $  (9,789)

$375,015

2002

$0.65

2002

$131,469
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The financial markets are constantly changing in
response to new regulations, economic trends and
technological innovations. At Interactive Data
Corporation, we respond to and even anticipate
these changes by developing new products,
enhancing existing offerings with new content and
functionality, and improving our already strong
client service. This commitment to delivering

higher value to our clients is the cornerstone of
our continued success in a challenging economic
environment, and is evidenced by a 95% contract
renewal rate for our core institutional business. Our
clients, including leading mutual fund companies,
money managers, insurance companies, banks and
brokerage houses, as well as individual investors,
have come to rely on Interactive Data Corporation
for the value-added data, analytics and service they
need to succeed in a more and more complex and
competitive world.

In the following pages we profile a few of the many
people who are helping to deliver higher value to
our customers around the globe.



% DEAR FELLOW SHAREHOLDER: In the period since
the last annual report, our company has continued its strong growth
and gained further recognition as a leader in the industry we serve.
While the downturn in the financial markets caused many
participants in our industry to contract in size, Interactive Data
Corporation succeeded in growing, both organically and through
acquisition. At the same time, we strengthened our products with
richer content and analytics, and delivered industry leading
reliability and client service.

Our mission remains to deliver essential data, analytics and solutions
to institutional and individual investors worldwide. In 2002, we did
this through three operating divisions, FT Interactive Data, CMS
BondEdge and eSignal. The nature of our business is to help our
clients meet their mission-critical business needs, and each year one
of our goals is to “raise the bar” in our performance, through
improved reliability and service and through expanded data and
functionality in our products. It is clear that we achieved this in
2002 based on client feedback, new sales performance, high client
retention, and our internal tracking.

During 2002, each of these divisions strengthened its product
offerings and invested in innovative solutions for its clients.
FT Interactive Data developed a Fair Value Information Service,
designed to help our mutual fund clients as they undertake to “fair
value” securities in their international equity portfolios. Six mutual
funds are now using this service and more than 40 are testing with
us. CMS BondEdge introduced new credit risk reporting modules
that indicate the probability of default for fixed income securities
held within clients’ portfolios thereby aiding those clients in the
early detection of credit problems. eSignal integrated new technical
analysis capabilities from our Advanced GET products into the core
eSignal product, thereby developing one of the most advanced
technical analysis tools for traders.

Although last year’s difficult economy caused our clients to focus on
cost containment rather than investment in new revenue opportu-
nities, our broad base of content and the product innovations we
introduced allowed us to be successful in our selling efforts despite
these market conditions. In fact, during 2002, our total new sales
approached the record levels we set in 2001, but with more of these
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sales coming from our evaluation services that provide prices for
fixed income and other thinly traded securities. One of our
company’s strengths is that, in a downturn, we can benefit from the
usual trend of asset managers moving investments out of equities
into fixed income instruments. This organic growth was augment-
ed by revenues from the Securities Pricing Service (SPS) we
acquired from Merrill Lynch in February 2002. As we expected,
cancellation levels did rise in 2002 as clients focused on
cost-cutting and closing down unprofitable business lines, but over-
all renewal rates in our institutional business remained at the 95%
level, providing further testament to the resiliency of our business.

In the face of such a difficult market, we are very proud of our
financial performance. Overall revenues grew by 10.3% to $375
million and our EBITDA grew by 15% to $131.5 million. (Please
refer to Footnote 3 of the Financial Highlights, located on the
inside front cover of this annual report to shareholders, for a defini-
tion of and important information regarding EBITDA.) We have
now delivered double-digit EBITDA growth in each of the three
years since the merger that formed our company. We expect to do
so again in 2003. Our use of EBITDA as the main measure of our
profitability dates from the periods when we did not have positive or
significant net income to report. Since the company adopted
Financial Accounting Standard No. 142, “Goodwill and Other
Intangible Assets” in January 2002, and ceased recording amortization
expense associated with acquired goodwill, we have been reporting
significant net income. Last year, net income totaled $60.7 million,
or $0.65 per diluted share, compared to $4.3 million, or $0.05 per
diluted share, in 2001. In the future, we expect to measure our
progress in profitability in terms of both EBITDA and net income.
An outgrowth of our profitability was tremendous cash generation,
which caused our cash reserve to grow from $118.5 million at the
end of 2001 to $153.2 million. This growth came after spending
$48 million to acquire the SPS business. Our company carries no
debt on its balance sheet.

The strong cash flow from our operations allowed us to strengthen
our business with another strategically important acquisition at the
beginning of 2003. In February, we acquired the ComStock
business from McGraw-Hill’s Standard & Poor’s division for $115
million in cash. ComStock is a worldwide provider of real-time



Stuart Clark

President &
Chief Executive Officer

market data from approximately 180 stock exchanges and other
market sources. It is an excellent business in its niche, and sits well
alongside the other content businesses we have within
FT Interactive Data. A profitable business in its own right,
ComStock brings many new opportunities for our company. In one
step, it gives us the real-time infrastructure and datafeed product we
had planned to build over the next several years. ComStock will
help us create the “best of breed” real-time infrastructure that is
needed to support an industry leadership position as a supplier of
equity data. It also positions us to better serve our existing clients
and to meet the developing “straight through processing” needs of
the financial services industry. By offering ComStock’s real-time

content with our existing, unmatched reservoir of end-of-day and

will be able to create new and enhanced

historical data, we

ofterings for our clients. These combined opportunities ofter the

potential for many significant revenue and operational synergies.

We expect overall business conditions in 2003 to remain challeng-
ing. Nonetheless, we are confident that our unrivaled mix of
products, new initiatives and people will enable us to deliver
another year of profitable growth. In this context, I cannot say too
much about our company’s talented and dedicated people. They
have a tremendous record of executing plans and bringing innovations
into each business area. Interactive Data is stafted with people with
experience and ambition. We are proud of our achievements,
particularly over the past three years, and are determined to maintain

our role of industry leadership.

ot (Ot

STUART CLARK
President & Chief Executive Officer
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Information is the lifeblood of the financial services industry, the

critical element that drives decision-making at all levels and in
all sectors. At Interactive Data Corporation, our success in
retaining customers and acquiring new ones rests on our ability
to continually expand and add value to the mission-critical data
and analytics we provide.

In 2002, looking to broaden our industry-leading pricing
coverage of fixed income products, we acquired the Securities
Pricing Service from Merrill Lynch. The Securities Pricing
Service provides information on global financial instruments,
including price evaluations for over 2.9 million equity and fixed
income securities. We completed the very complex data inte-
gration of the Securities Pricing Service with FT Interactive
Data, which has resulted in an improved service for our cus-
tomers.

In early 2003, we took yet another step to solidify our position
as an industry leader when we announced our acquisition of
ComStock from Standard & Poor’s, a division of The McGraw-
Hill Companies. ComStock specializes in the provision of
real-time market datafeeds. This acquisition gives us direct access

“When we completed the Securities Pricing
Service integration, we made FT Interactive
Data the premier source of information for
taxable fixed income securities. Already

an industry leader, we added significant
expertise in the areas of structured
securities and high yield debt.”

“At eSignal, we continue to address the
expanding needs of the increasingly
sophisticated individual investor, as well
as those of the small professional investor.
Our newest enhancements give them the
analytical tools once available only to
large institutional investors.”

Art Brasch,
Senior Director, Evaluated Services,
FT Interactive Data

Matt Gunderson,
Director, Desktop Software,
eSignal

to real-time market data from more than 180 stock exchanges
and other sources worldwide. This will help us strengthen our
existing business areas and open up many new opportunities in
our institutional and retail market segments.

Demonstrating our commitment to industry leading analytics,
our CMS BondEdge division introduced a new credit risk
module within the BondEdge product. In today’s challenging
credit environment where idiosyncratic risk is more prevalent,
this new module provides an essential toolset to credit managers.
In addition, significant improvements were made in 2002 in the
coverage of structured securities, derivatives and bond indices.

Our eSignal division significantly enhanced its core offering
with the integration of our award-winning Advanced GET™
studies within eSignal 7.0. The combined service provides
traders with exceptional technical analysis software, coupled
with a powerful set of trend analysis indicators. In addition,
eSignal customers now benefit from the expanded European
coverage introduced in 2002, which includes real-time financial
market data from 17 major European exchanges, plus European
historical and intraday data.
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“Through Continuous Process Improvement
we are always evaluating and improving our
systems and procedures allowing us to ge
to the core of a potential problem before it
occurs, rather than dealing with symptoms
after the fact.

Frank Principe

Senior Director,

Global Production Operations,
FT Interactive Data

To meet the changing needs of our clients, who must respond
to changing market and regulatory trends, we continually seek
innovative approaches to both existing and new issues. Case in
point: the successful 2002 launch of FT Interactive Data’s Fair
Value Information Service. We had been discussing the
implications of fair value pricing with our customers long
before 2001 when the Securities and Exchange Commission
(SEC) staff re-emphasized the importance of daily mutual fund
fair value pricing. Our technology professionals and securities
evaluation experts worked as a team to create a model and a
methodology that would help our mutual fund clients focus on
and develop fair values where appropriate and reassure their
investors as to the integrity of their portfolio pricing. The result-
ing product, FT Interactive Data’s Fair Value Information
Service, was the first such service to reach the market and was
quickly adopted by SAFECO Mutual Funds, Delaware
Investments and other mutual fund companies. Most importantly,
it has further solidified our industry position as a market leader
and innovator.

The spirit of innovation also led FT Interactive Data to institute
a Continuous Process Improvement program. Ours is a complex

“Our clients were looking for a new tool

to help them detect credit problems before
defaults occur. Our new RiskMetrics
partnership answers this need. Our combina-
tion of credit risk with interest rate risk
management tools offers a powerful and
comprehensive solution to institutional fixed
income managers.”

Teri Geske
Senior Vice President, Product Development
CMS BondEdge

business—gathering data on more than 3.5 million securities,
linking to exchanges worldwide, and maintaining the technical
infrastructure to do it all quickly and reliably. We meet
frequently with client representatives to stay abreast of what is
important to them so that we can anticipate and address their
needs. Today, clients are concerned not just with the availability
of data but when the data is delivered for their processes to
begin. With our Continuous Process Improvement program, we
have teams of production, systems and data experts who measure
our performance, scrutinize our systems and procedures, and
initiate changes to make sure we meet our clients’ expectations.
As the name indicates, our Continuous Process Improvement
program is ongoing and reflects our commitment to timeliness,
reliability and accuracy.

At our CMS BondEdge division, the drive to deliver innovative
services to clients led to a strategic partnership with the
RiskMetrics Group. This partnership combines information
from RiskMetrics’ CreditGrades™ product with proprietary
CMS BondEdge data to help managers more effectively
evaluate credit risk at the individual security level, as well as
compare portfolio credit exposure against a benchmark.
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“We had been following the issue of ‘fair value pricing’ for some time, so when the
SEC staff stressed the need for improved procedures in 2001, we were first-to-
market with a truly effective service for mutual fund clients.

Peter Ciampi
Senior Market Analyst, FT Interactive Data
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“Client service is a key differentiator that separates FT Interactive Data from the
competition. Based on our annual client survey and our contract renewal rate,

I'm proud to report that FT Interactive Data consistently meets or exceeds client
expectations for customer service even in the face of the most intense scrutiny.”

Susan Burud
Senior Director, Client Service, FT Interactive Data



At leading financial services companies around the world,
Interactive Data Corporation is known both as a provider of
timely and reliable data and as a company with a steadfast
commitment to customer service. This commitment is an impor-
tant reason behind our unusually high customer retention rate
and our impressive record of acquiring new customers.
Communication is key to superior client service. Throughout our
organization, our sales, client service, technical and data
professionals proactively meet with clients and industry leaders to
stay in touch with industry trends and client expectations.

Our customer service organization not only provides timely
responses to client inquiries, but also plays an important part in
new client testing, implementation and associated training. To
make sure our client service associates stay current with industry

“Our stronger, more integrated focus on key
global accounts enables us to serve them
better while providing an important strategic
differentiator.”

Bob Leone,
Senior Director, Global Relationships,
FT Interactive Data

“From our first interaction with prospects,
we utilize innovative technologies that allow
them to experience our superior analytic
and trading tools. We offer clients online
technical support along with an innovative
online training center. Both are supported by
a highly responsive help desk that has won
strong endorsements from our customers.”

Scott Johnson,
Vice President, Client Services,
eSignal

trends, they receive initial as well as on-going training. This helps
us shine in today’s tough competitive environment, where
companies are paying very close attention to the performance of
their service providers. Our clients are doing more with fewer
employees and they look to FT Interactive Data to provide more
value-added services and superior support. Feedback shows that
we are meeting that need.

In 2002, we inaugurated a Global Key Account program to raise
the experience of our largest customers to a strategic partnership
level. Headed by a new Senior Director of Global Relationships,
the program marks another step in our move to establish a global
structure designed to better support our worldwide clients
through timely, consistent and integrated market data solutions.



John Makinson

Chairman of
the Board

“Your board’s first priority is to ensure that the capital you have invested is
in the best possible hands. The 2002 results speak volumes for the quality
of management throughout Interactive Data. This is an outstanding business
led by an outstanding team.”
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FT INTERACTIVE DATA

A leading provider of financial information and analytical
software to global markets, FT Interactive Data supplies
securities pricing, dividend, corporate action and descriptive
information for more than 3.5 million securities, including
more than 2.5 million fixed income issues. FT Interactive Data
also provides index and constituent data to the international

investment community.

FT Interactive Data significantly expanded its product oftering
during 2002. Early in the
FT Interactive Data acquired the Securities Pricing Service of

and customer base year,
Merrill Lynch & Co., Inc. The service was successfully
integrated with our FT Interactive Data-branded business,
enabling us to enhance our coverage of fixed income securities.
The Securities Pricing Service supplies information on global-
financialinstruments, including price evaluations on more than
29 million equity and fixed income securities. Its clients include
a wide variety of mutual funds, banks, investment advisors,
insurance companies and broker/dealers. These organizations
use its evaluations to calculate net asset values and to conduct

investment research.

In addition to expanding our client base, this acquisition made
FT Interactive Data one of the leading data content providers to
Merrill Lynch itself. Our clients have benefited from the new

credit group we acquired through the transaction, our broader

coverage of high yield and structured debt instruments, and our
expanded evaluation staff. FT Interactive Data’s position as a sup-
plier of taxable fixed income information has been strengthened
by this acquisition.

The launch of our new Fair Value Information Service during
2002 reflects our ongoing commitment to helping our clients.
This first-of-its-kind service is designed to help our mutual fund
clients as they undertake to “fair value” securities when a signif-
icant market event has occurred after a security’s closing price is
available on its primary exchange but before the fund calculates
its net asset value. Market interest in this pioneering product has
been strong, with over 40 leading mutual fund companies
testing their portfolios with the service. Among the companies
that have contracted for our Fair Value Information Service are
SAFECO Mutual Funds and Delaware Investments.

Our strategy of partnering with industry leaders was
significantly advanced during 2002. We strengthened one of our
partnerships, with Advent Software, in two key ways. More than
60,000 professionals at more than 6,500 firms worldwide have
licensed Advent’s products to help them manage over $8 trillion
in assets. Building on a 17-year relationship, FT Interactive Data
and Advent Software will now bring Advent customers real-time
data from markets across the globe. A second partnership
between the two companies provides a new interface between
FT Interactive Data and Advent Europe’s suite of software

solutions for the investment management industry.
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CONTINUED

CMS BONDEDGE

For over 20 years, CMS BondEdge has been recognized as a
leader in fixed income analytical software. CMS BondEdge is
trusted as an independent source of research, analytics and
valuation tools by over 550 institutions in the U.S., Canada

and Europe.

Our CMS BondEdge division continued to add significantly to
the value and performance of its industry-leading solutions
during 2002. Keeping abreast of both customer needs and
emerging trends in the fixed income markets is a firm commit-
ment of CMS BondEdge. Early in 2002, we released the
CMO/ABS Analyzer, a Web-based application which delivers
cash flows and analytic values for complex structured securities.
This stand-alone application can be accessed in a variety of ways
and provides us with new sales opportunities.

Another significant introduction in 2002 was a new credit risk
reporting module in BondEdge. Given the level of defaults and
rating downgrades in the current economic environment, many
of our clients were looking for additional tools to assist them
with the early detection of credit problems. Our new module
answers this need. Combining information from RiskMetrics
CreditGrades

BondEdge data, our module helps managers more effectively

Group’s product with proprietary CMS
evaluate credit risk at the individual security level, as well as

compare portfolio credit exposure against a benchmark.

Also in 2002, we launched a new BondEdge PRO feature,
providing streamlined portfolio processing from a single screen.
Designed for clients managing or advising on multiple portfo-
lios, BondEdge PRO offers an unlimited number of reports and
the ability to deliver the reports via a number of technologies,
including HTML.

Our global expansion efforts in both Canada and Europe
continued in 2002. We sought to enhance our BondEdge
product for the European market with a new model for track-
ing error analysis, included a broader set of global bond indices,

global return simulations, and “what if” capabilities. Bond

modeling capabilities have been expanded to accommodate
Treasury Inflation-Protected Securities (TIPS) which have
gained popularity in both North American and European markets.

eSIGNAL

eSignal is a leading global provider of financial and business
information to professionals and active individual investors.
Building on a 20-year legacy of delivering time-sensitive
financial information, eSignal provides streaming, real-time

market data, news and analytics.

With the launch of eSignal version 7.0 in April 2002, investors
gained an even more powerful tool for making critical financial
decisions. The newest version of eSignal offers advanced
enhancements to the company’s flagship data delivery and trading
platforms, including a high-end charting application, a suite of
technical drawing tools and a new eSignal formula script
engine. By bringing major new standards to both data delivery
and trading software, this release marks our move toward
becoming the all-in-one trading solution of choice for technical
analysis traders. eSignal now offers both standard and advanced
studies that include a more robust user interface, customizable
scaling, a wide array of user-friendly drawing tools and the ability

to accommodate user-defined studies.

During 2002, eSignal added streaming, real-time European
financial market data as well as historical and intraday European
financial data to its core offering. Coverage now includes
real-time streaming stock data, indices and corporate bond data

from 17 major European stock exchanges.

Through strategic partnerships with top online and direct access
brokerage firms, eSignal offers advanced trading solutions.
Leveraging brokerage’s real-time, intelligent order routing
systems, the integrated solution creates a seamless platform for
active traders to make decisions and timely trade executions.
With these partnerships, eSignal offers one of the most
comprehensive Internet stock trading solutions and information

services available.
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Securities and Exchange Commission
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of the Securities Exchange Act of 1934

(Mark One)
X ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
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o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

Commission File Number 0-20311

INTERACTIVE DATA CORPORATION

(Exact name of registrant as specified in its charter)

Delaware 13-3668779
(State or other jurisdiction of (L.R.S. Employer
Incorporation or organization) Identification No.)
22 Crosby Drive

Bedford, Massachusetts 01730
(Address of principal executive offices)

Registrant’s telephone number, including area code: (781) 687-8800
Securities registered pursuant to Section 12(h) of the Act:

Title of each class Name of each exchange on which registered
common stock, $.01 par value per share New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been
subject to such filing requirements for the past 90 days. Yes ® No O

Indicate by check mark if disclosure of delinquent filers pursuant to ltem 405 of Regulation S-K is not contained herein, and will not be con-
tained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part Il of this
Form 10-K or any amendment to this Form 10-K.

Indicate by check whether the registrant is an accelerated filer (as determined in Rule 12b-2 of the Act. Yes x No O

The aggregate market value of the registrant’s voting and nonvoting common stock held by non-affiliates (without admitting that any per-
son whose shares are not included in such calculation is an affiliate) computed by reference to the price at which the common stock was last
sold, as of the last business day of the registrant’s most recently completed second fiscal quarter was $427,256,808.

As of February 28, 2003, the registrant had 91,920,176 shares of common stock outstanding.

Documents Incorporated by Reference

The following documents (or parts thereof) are incorporated by reference into the following parts of this Form 10-K: Certain information
required in Part Il of this Annual Report on Form 10-K is incorporated by reference from the Registrant’s Proxy Statement for the Annual Meeting
of Stockholders to be held on May 21, 2003.

15

INTERACTIVE DATA CORPORATION



ITEM 1. BUSINESS

Interactive Data Corporation, directly and through its subsidiaries (the
“Company”), is a leading global provider of financial and business infor-
mation to institutional and retail investors. The Company supplies time-
sensitive pricing (including evaluated pricing), dividend, corporate
action, and descriptive information for approximately 3.5 million securi-
ties traded around the world as well as fixed income portfolio analytics,
consulting and valuation services to institutional fixed income portfolio
managers. At the core of the Company’s business are its extensive data-
base expertise and technology resources.

The Company distributes real-time, end of day and historically archived
data to customers through a variety of products featuring Internet, dedi-
cated line, satellite and dialup delivery protocols. Through a broad range
of strategic alliances, the Company provides links to leading financial
service and software companies offering trading, analysis, portfolio
management and valuation services.

GENERAL DEVELOPMENT OF BUSINESS

The Company was formerly known as Data Broadcasting Corporation
and changed its name to Interactive Data Corporation following stock-
holder approval in June 2001.

On February 29, 2000, Data Broadcasting Corporation completed a
merger (“the Merger”) with Interactive Data Corporation (now known as
FT Interactive Data Corporation), then a wholly owned subsidiary of
Pearson Longman, Inc. Pearson Longman, Inc. through a series of other
entities, is wholly owned by Pearson plc (“Pearson”). Upon the Merger,
the Company issued 56,423,949 shares of its common stock to Pearson
Longman, Inc. which were subsequently transferred to Pearson DBC
Holdings, Inc., a wholly owned subsidiary of Pearson Longman, Inc. As
a result, Pearson plc became the indirect holder of approximately 60%
of the Company’s common stock. Interactive Data Corporation prior to
the Merger is referred to herein as FT Interactive Data Corporation

(“FT Interactive Data”), which continues to be the Company’s major
institutional services subsidiary.

On January 31, 2001, the Company sold several investments and busi-
nesses for aggregate proceeds of approximately $43.2 million and in
January 2002, the Company acquired the Securities Pricing Services of
Merrill Lynch, Pierce, Fenner & Smith Incorporated (“Merrill Lynch”) for
$48.0 million.

On February 28, 2003, the Company acquired S&P ComStock, Inc.
(“ComStock”), a real-time information service providing financial data
from approximately 180 stock exchanges worldwide. The Company paid
$115 million in cash for ComStock. which was formerly a unit of
Standard & Poor’s, a division of The McGraw-Hill Companies

(NYSE: MHP).

FORWARD-LOOKING STATEMENTS

Forward-looking statements, within the meaning of Section 21E of the
Securities Exchange Act of 1934 are made throughout this Annual
Report on Form 10-K. Any statements in this document that are not
statements of historical fact may be deemed forward-looking statements

including statements regarding strategy, future operating results and
projections. Without limiting the foregoing, the words, “believes,” “antic-
ipates,” “plans,” “expects,” “seeks,” “estimates,” “trends,” and similar
expressions are intended to identify forward-looking statements. While
the Company may elect to update forward-looking statements in the
future, it specifically disclaims any obligation to do so, even if the
Company’s estimates change, and readers should not rely on those for-
ward-looking statements as representing the Company’s views as of any
date subsequent to the date of the filing of this report.

» o« » o«

Known and unknown risks and uncertainties, as well as inaccurate
assumptions, could cause the results of the Company to differ materially
from those indicated by such forward-looking statements, including
those detailed under the heading “Information Regarding Forward-
Looking Statements” in Part Il, Item 7, “Management’s Discussion and
Analysis of Financial Condition and Results of Operations.”

DESCRIPTION OF BUSINESS

The Company operates in two business segments:
(1) Institutional services, and

(2) Retail Investor services.

In the Institutional services segment, the Company supplies time sensi-
tive pricing (including evaluated pricing), dividend, corporate action and
descriptive information for approximately 3.5 million securities traded
around the world to banks, brokerage firms, insurance companies,
money managers and mutual fund companies. The Company also pro-
vides fixed income portfolio analytics, consulting and valuation services
to institutional fixed income portfolio managers.

The Retail Investor services segment primarily provides streaming, real-
time, continuously updating financial data over the Internet (through its
eSignal® division) and via broadcast technology to individual and profes-
sional investors and traders. This segment provides market quotes for
stocks, options and futures, as well as charts, news, research, alerts,
analytics and decision support tools.

For the last three years, total revenue contributed by the Company’s
operating segments was as follows (see Note 18 to the consolidated
financial statements for additional financial information about the
Company’s segments):

(in thousands) 2002 2001 2000
Institutional Services $334,992 $294,440 $269,943
Retail Investor Services
eSignal 35,545 35,392 27,427
Broadcast 4,478 10,170 16,768
Total Retail $ 40,023 § 45,562 $ 44,195
Total $ 375,015  $340,002 $314,138

The Company derives a significant amount of its revenues from outside
the United States (see Note 18 to the consolidated financial statements
for information regarding such revenues and foreign assets).
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The Company is subject to currency fluctuation and risks due to political,
social, regulatory, tax and economic structures of other countries.

INSTITUTIONAL SERVICES SEGMENT

The Company operates under two brands in the Institutional services
segment of its business, FT Interactive Data and CMS BondEdge®.

FT INTERACTIVE DATA

FT Interactive Data is a leading provider of financial data. FT Interactive
Data plays an important supporting role in many areas of the financial
information market, including:

* post-transaction portfolio evaluation, where customers focus on valuing
and administering securities;

* post-transaction back office functions, in which purchases and sales of
securities are finalized and customers prepare account statements for
themselves and their clients; and

* investment research, which helps customers determine whether and
when to buy and sell securities.

FT Interactive Data operates in three main geographic regions: North
America, United Kingdom/Europe and Asia/Pacific (Hong Kong,
Singapore and Australia).

SERVICES
DATA COLLECTION

FT Interactive Data collects and calculates information on approximately
3.5 million securities, including approximately 2.5 million fixed income
securities traded around the world. The coverage includes North
American corporate, government and agency fixed income issues,
municipal bonds, pass-through securities and structured finance securi-
ties. For non-North American issues, FT Interactive Data covers convert-
ibles, debentures, Eurobonds, government and corporate bonds and
loan capital. The information for fixed income issues includes pricing
(including evaluated pricing), call and sinking fund, called announce-
ments, descriptive data, interest payments, original issue discount and
reorganization data.

FT Interactive Data also collects and creates databases of information
on equities traded on exchanges around the world. The information
includes pricing, capitalization changes and dividends, descriptive data,
earnings and shares outstanding and reorganization announcements.
FT Interactive Data is also a provider of index and constituent data to
the global investment markets.

FT Interactive Data stores this data in a variety of databases, offering
clients up to 35 years of selected history. Historical data is used by to
clients who need this information to perform a variety of analyses
including investment and risk analyses.

DATA DELIVERY SERVICES
FT Interactive Data provides data to customers using various delivery appli-

cations designed to deliver its data to clients in a timely and reliable manner.

These delivery services include online access to a client via the client’s PC
using either a dial-up modem or a Web connection. FT Interactive Data also

delivers data via a mainframe computer link that is used to deliver large
amounts of data over high-speed communication lines.

MARKETING STRATEGY

FT Interactive Data markets its services through a dedicated sales force
located in the U.S., Europe and Asia Pacific. The sales force is supported
by promotional campaigns focused on direct mail, trade shows and
advertising in trade publications. Programs are specialized to the U.S.,
European and Asian markets. Most of FT Interactive’s services are sold
on a subscription basis for a one-year initial term, with automatic renew-
al for subsequent one-year terms unless terminated.

The Company has rights to use the “FT” brand in conjunction with its
institutional activities on a global basis under a license with The
Financial Times Limited, an affiliate of Pearson. As of February 28, 2003,
Pearson indirectly owns approximately 60% of the Company’s outstand-
ing common stock. This license has an initial five-year term that ends in
March 2006. Thereafter the license renews for subsequent one-year
terms unless terminated.

CUSTOMERS AND COMPETITION

FT Interactive Data supplies data directly to several thousand institution-
al end user customers, including banks, brokerage firms and investment
management firms. Most of FT Interactive Data’s customers purchase
data to support their own operational needs.

FT Interactive Data also contracts with redistributors and service
bureaus (or outsourcing organizations) to sub-license or redistribute
data to the medium and small institutions and individual investors.
Unlike the institutional end user customers described above, these
redistributors and service bureaus use their own delivery systems or
serve as an interface between their clients and FT Interactive Data’s
delivery systems, to redistribute and/or process the data provided by
FT Interactive Data.

FT Interactive Data also operates within the securities research segment
of the financial information market. Stockbrokers, trustees, fund
managers and consultants use securities index data provided by

FT Interactive Data to conduct benchmarking, risk analysis, fund track-
ing, performance measurement and attribution and trading activities.

FT Interactive Data’s main competitors include several large global sup-
pliers of news and financial data and many smaller suppliers that com-
pete in a variety of geographic and niche markets. FT Interactive Data
also faces competition from large broker dealers, which trade fixed
income securities. Coverage of securities, accuracy of data, timeliness
and reliability of data delivery and customer support are the primary
competitive factors in this marketplace. The Company believes that

FT Interactive Data competes favorably in each of these areas.

TECHNICAL INFRASTRUCTURE

FT Interactive Data’s mainframe processors located, in Waltham,
Massachusetts and London, England, are used to process securities
history and daily pricing data. Fault-tolerant processors located in
Hong Kong; London, England; Melbourne, Australia; New York City; and
Waltham, Massachusetts, process real-time feeds from securities
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1 (continued)

exchanges around the world. UNIX machines located in each of these
data centers are used to collect and deliver data.

In addition, at each data center, FT Interactive Data uses what it believes
to be state-of-the-art disk storage devices configured to provide opti-
mum speed and reliability.

CMS BONDEDGE®
SERVICES

CMS BondEdge is a leading provider of fixed income portfolio analytics
to the institutional investment community. Its flagship product, the
BondEdge system, provides interest rate and credit risk management,
regulatory reporting and compliance tools. BondEdge portfolio applica-
tions include advanced risk measures, standard and custom reports,
what-if analytics, bond index comparisons and tracking error analysis,
cash flow and total return simulations, total return optimization, per-
formance measurement and performance attribution.

MARKETING STRATEGY

BondEdge is marketed to institutional fixed income managers on both
the buy-side and the sell-side. The open architecture of BondEdge
allows for the import and export of calculated and descriptive data.
BondEdge interfaces with many of the major third-party accounting and
asset/liability software packages to reduce duplicate data entry and to
help to improve accuracy and efficiency within an organization.

In North America, the Company markets BondEdge as CMS BondEdge,
an affiliate of FT Interactive Data. During 2001, the Company introduced
BondEdge under the FT Interactive Data brand outside North America
seek to leverage off the strength of the FT brand in Europe. The target
market for the BondEdge product is the institutional fixed income portfo-
lio manager who invests in or sells a broad range of security types that
require specialized modeling. End-users at a client site are typically port-
folio managers, quantitative research analysts and institutional brokers.

BondEdge is marketed through advertising, highly targeted trade shows
specific to fixed income analysis, direct mail and a dedicated sales force
that provides on-site or remote product demonstrations via the Internet.
CMS BondEdge also hosts its own annual fixed income conference for
clients and prospective clients. BondEdge is a subscription-based, mod-
ular service.

CUSTOMERS AND COMPETITION

CMS BondEdge targets the premium end of the fixed income institution-
al investor market. With over 500 institutional investment firms, banks,
insurance companies and brokerage houses in North America who use
BondEdge, CMS BondEdge believes it has a strong position in the North
American market.

As a specialty service, CMS BondEdge has several competitors of vari-
ous sizes. None of its major competitors is solely focused on fixed
income analytics software; to the Company’s knowledge, CMS
BondEdge is one of the few independent fixed income analytics
providers, having no affiliation with a brokerage firm or a consulting
business. Competition focuses on product reputation, sophistication of
analytics, types of securities analyzed, breadth of data, flexibility of

reporting and quality of customer service. The Company believes that
CMS BondEdge competes favorably in each of these areas.

TECHNICAL INFRASTRUCTURE

BondEdge clients are provided access to daily market data updates via
the Internet to facilitate accurate analytic calculations and reports, and a
flexible array of deployment options. There is continuous development
and support of various deployment options, with a goal of delivering
fixed income analytics to additional sectors of the market and end-users.
CMS BondEdge currently supports the following deployment options for
BondEdge analytics: client-server, local area network (LAN), wide area
network (WAN), application service provider (ASP) and service bureau
(outsourcing reporting service). Alternative deployment projects under
development include a private labeled version of the ASP solution for
potential redistributors and rearchitecture of the product into independ-
ently saleable components. CMS BondEdge’s data storage facility is
located in Santa Monica, California.

RETAIL INVESTOR SERVICES SEGMENT

The Retail Investor services segment, operating through the Company’s
eSignal division, provides streaming, real-time financial market informa-
tion and decision support tools over the Internet and via leased lines. The
financial data and support tools include stock and commodity market
quotes for approximately 750,000 securities from all domestic markets
and several international exchanges, equity analytics, financial news and
information, access to historical databases, technical charting, back test-
ing, customizable portfolio tracking, and news coverage and commentary.

MARKETING STRATEGY

eSignal is marketed through advertising, marketing alliances, third party
developer relationships, product seminars, trade shows, email, direct
mail and referrals. Advertising is used to generate telephone calls to
sales representatives.

In addition, the Company has developed marketing alliances with online
brokers that market eSignal’s Internet-delivered products to their cus-
tomers. eSignal also encourages third-party software developers to write
trading system software that is integrated with eSignal’s systems. In
addition, eSignal provides incentives to existing subscribers for referrals.

CUSTOMERS AND COMPETITION

eSignal services are sold primarily to active and professional investors.
These clients seek real-time, delayed or end-of-day quotations, analytical
and portfolio tracking services or some combination thereof. The target
market for the real-time services of eSignal consists primarily of individ-
uals who make their own investment decisions, trade frequently and
earn a substantial portion of their income from trading.

eSignal competes primarily in the high quality, higher price segment of
the real-time financial data market against numerous competitors. The
Company believes the principal competitive factors in the industry
include data availability and reliability, ease of use, compatibility with
third-party software packages and price. The Company believes eSignal
competes favorably in each of these areas.
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TECHNICAL INFRASTRUCTURE

Over the past years, eSignal has blended technologies to create a large,
flexible, networked data transmission system. Built internally by the
eSignal team, the Company’s data delivery technology, TurboFeed™, is
an IP multicast backbone that delivers real-time, streaming market data
directly from the exchanges. This technological infrastructure provides
two redundant ticker plant facilities with multiple, geographically dis-
persed server farms, fed with live data from direct, redundant connec-
tions to the NYSE, AMEX, Nasdaq, Canadian, North American and
European Futures and U.S. Options exchanges. Once the data from the
ticker plants is received and consolidated, a compressed and propri-
etary datafeed is produced and distributed via multiple technologies to
the client. News services and market commentary are also processed in
this manner.

eSignal’s ticker plants are staffed 24 hours per day, 7 days a week, 365
days a year. Its two locations are in Hayward, California and Salt Lake
City, Utah. Either site can function as a primary site in the event of a
system failure, equipment problem or regional disaster. User connec-
tions are load balanced between both sites. In the event of a site failure,
the remaining site has the capacity to handle the additional load.

INTELLECTUAL PROPERTY

The Company maintains a portfolio of intellectual property, including
registered and common law trademarks and service marks, copyrights
and patents, which are important in each segment of its business; how-
ever, no particular trademark, service mark, copyright, or patent is so
important that its loss would significantly affect the Company’s opera-
tions as a whole. Collectively, the Company and its divisions and sub-
sidiaries claim approximately 50 trademarks and service marks. The
Company places significant emphasis on its branding and considers its
trademark and service mark portfolio to be an important part of its
ongoing branding campaign. In addition, the Company owns the copy-
rights to its internally developed software applications and data delivery
services. The Company currently has three United States patents issued
and one United States patent application pending. The three United
States patents expire in 2007, 2011, and 2012, respectively.

License agreements, both as licensor with its customers and as licensee
with suppliers of data, are important to the Company’s business. The ter-
mination of any license with a major data supplier, such as the New York
Stock Exchange, could materially disrupt the Company’s operations.

EMPLOYEES

The Company employed approximately 1,570 people as of December 31,
2002. The Company believes that its relationship with employees is good.

REGULATION

The Federal Communications Commission (“FCC”) regulates the broad-
casting of satellite, FM-SCA and other airwave transmissions in the
United States. The FCC has licensed the Company to transmit data from
its uplink facilities in Salt Lake City, Utah. Although the Company uses
its FCC license to transmit data to third-party satellites for further trans-
mission, the loss of such license would not be expected to have a long-
term material adverse effect on the Company because of other transmis-
sion alternatives.

DBC Securities Inc., a subsidiary of the Company, is registered as a broker-
dealer with the Securities and Exchange Commission (“SEC”) and various
state securities commissions and is also subject to regulation by the
National Association of Securities Dealers, Inc., of which it is a member.

FT Interactive Data Corporation, a subsidiary of the Company, is regis-
tered with the SEC as an investment advisor. As such it is subject to reg-
ulation under the Investment Advisors Act of 1940.

INTERNET ADDRESS AND SEC REPORTS

The Company’s Internet address (website) is
www.interactivedatacorp.com. The Company’s annual reports on

Form 10-K, quarterly reports on Form 10-Q, current reports on

Form 8-K, and all amendments to those reports are available free of
charge through the Investor section of the Company’s website as soon
as reasonably practicable after such reports have been electronically
filed with, or furnished to, the SEC.
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1 (continued)

ITEM 2. PROPERTIES

The Company owns no real estate but leases the following principal facilities for use as corporate headquarters, sales offices and data centers:

Operating Square Current Expiration
Location Unit/Segment Feet Annual Rate Date
New York, NY Institutional 87,304 $1,921,977 May 2013
New York, NY Institutional 27,386 $ 868,136 November 2009
Bedford, MA Institutional/Corporate 80,348 $1,522,083 July 2006
Boston, MA Institutional 11,910 $ 464,484 March 2005
Waltham, MA Institutional 32,535 $ 512,348 September 2005
Chicago, IL Institutional 3,689 $ 28,488 September 2004
Newport Beach, CA Institutional 600 $ 25,650 October 2003
Santa Monica, CA Institutional 22,877 $ 687,957 November 2012
Hong Kong, PRC Institutional 741 $ 17,309 April 2003
Melbourne, Australia Institutional 4,828 $ 50,224 November 2005
Singapore Institutional 743 $ 20,356 December 2004
Hayward, CA Retail 60,000 $1,043,676 June 2013
Salt Lake City, UT Retail 17,196 § 302,772 December 2003
Akron, OH Retail 6,500 $ 154,992 September 2003
London, England Institutional 65,000 $1,390,382 April 2010
Edinburgh, Scotland Institutional 5,200 $ 109,727 August 2006
Dublin, Ireland Institutional 4,000 $ 105,218 March 2005
Luxembourg Institutional 2,500 $ 97,703 September 2006

The Company believes its facilities are in good condition and are suitable
and adequate for its current operations.

If the Company is unable to renew any of the leases that are due to
expire in the next year or two, the Company believes that suitable
replacement properties are available on commercially reasonable terms.

ITEM 3. LEGAL PROCEEDINGS

Early in 2001, seven lawsuits were filed by various stockholders of the
Company against the Company’s directors, Pearson Longman plc and its
subsidiary Pearson Longman, Inc. These actions have been consolidated
in the Delaware Chancery Court for New Castle County under the caption
In re Data Broadcasting Corporation Derivative Litigation: Consolidated
Civil Action No. 18665-NC (the “Derivative Action”). As is usual in deriv-
ative actions, the Company is named as a nominal defendant in the
Derivative Action on the theory that the plaintiff stockholders are
allegedly suing on its behalf and for its benefit.

The Derivative Action challenges the Company’s January 2001 sale of its
34.4% interest in MarketWatch.com Inc. (“MarketWatch”) MarketWatch
to Pearson, the parent company of the Company’s majority stockholder,
as having been consummated at an allegedly inadequate price due to the
supposedly undue influence of Pearson as the Company’s majority
stockholder. Plaintiffs seek to have Pearson and the Company’s directors
“account to the Company” for damages that the Company allegedly sus-
tained by reason of an unduly low sale price.

In January 2003, counsel for all parties signed a stipulation whereby the
named plaintiffs dismissed the case with prejudice as to the three inde-
pendent director defendants. Should the plaintiffs elect to go forward
with the action as to the remaining defendants, the Company and the
remaining director defendants intend to continue to vigorously contest
the allegations against them.

In November 2000, the Securities and Exchange Commission (the
“SEC”) began an investigation into management of two Heartland Group
high-yield municipal bond funds. The Company was not named in the
SEC’s formal order of investigation but has cooperated fully with the
SEC. The SEC staff subsequently notified us of its view that the
Company may have facilitated federal securities laws violations commit-
ted by other parties and has advised us that it may recommend the
commencement of an enforcement action against the Company. None of
our officers, directors, or employees has been similarly so notified. The
SEC staff has not identified who the other parties are or specified what
their misconduct was. We understand that the SEC staff is concerned
about evaluated prices for several small high-yield municipal bonds pro-
vided by the Company in March-April 2000 and in July-August 2000. We
believe that our evaluations were both appropriate and consistent with
our usual practices. We have informed the SEC staff as to the reasons
for our belief that no action against the Company would be factually or
legally warranted. If the SEC decides to proceed with an enforcement
action, we would contest the matter vigorously. Irrespective of its
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outcome, we believe that this matter will not materially affect our
results of operations or financial condition.

On a separate but related matter, shareholders of the two funds have
notified us of their intention to commence an action against the
Company, even though neither the funds nor their advisor had ever cho-
sen to do so. We understand that the shareholders’ claims would be
related to widely reported September and October 2000 decreases in
the funds’ net asset values. We do not believe that any such action
would have merit or would materially affect the Company’s results of
operations or financial condition.

In addition to the matters discussed above, the Company is involved in

ordinary, routine litigation from time to time in the ordinary course of
business with a portion of the defense and/or settlement costs in some
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such cases being covered by various commercial liability insurance poli-
cies. The Company does not expect that the outcome of any of these
matters will have a material adverse impact on its financial condition or
results of operations.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE
OF SECURITY HOLDERS

No matters were submitted to a vote of security holders during the
fourth quarter of 2002.
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ITEM 5. MARKET FOR REGISTRANT’'S COMMON
EQUITY AND RELATED STOCKHOLDER MATTERS

MARKET INFORMATION

The Company has two classes of authorized stock: 200 million shares of
common stock, $0.01 par value per share, and 5 million shares of pre-
ferred stock, $0.01 par value per share, none of which has been issued.

The Company’s common stock commenced trading on the New York
Stock Exchange under the trading symbol “IDC” on December 10, 2002.
Prior to December 10, 2002, the Company’s common stock traded on
the Nasdaq National Market under the trading symbol “IDCO”.

The range of high and low bid prices for the common stock of the
Company as reported by Nasdaq for each quarterly period since the first
quarter of 2001 is shown below (with respect to the quarter ended
December 31, 2002 such table includes consideration of the high and
low sales price as reported by NYSE for the period December 10 through
December 31, 2002):

2002: High Low
Quarter Ended March 31 $18.07 $13.90
Quarter Ended June 30 $20.00 $14.74
Quarter Ended September 30 $15.20 $11.72
Quarter Ended December 31 $15.63 $12.25
2001: High Low
Quarter Ended March 31 $ 7.59 $ 3.69
Quarter Ended June 30 $10.25 $ 6.50
Quarter Ended September 30 $13.10 $ 9.65
Quarter Ended December 31 $15.00 $12.67

STOCKHOLDERS

As of February 28, 2003, there were 1,417 holders of record of the
91,920,176 outstanding shares of the Company’s common stock.

DIVIDENDS

In January 2001, the Company paid a special dividend of $0.29 per
share of common stock, or an aggregate amount of $26,871,000, related
to the proceeds received from the sale of the Company’s investment in
MarketWatch. The Company currently intends to retain earnings, if any,
to finance the development of the Company’s business and does not
anticipate paying cash dividends on the Company’s common stock in the
foreseeable future. Future determinations by the Company’s board of
directors to pay dividends on the Company’s common stock would be
based primarily upon the financial condition, results of operations and
business requirements of the Company. Dividends, if any, would be
payable in the sole discretion of the Company’s board of directors out of
the funds legally available therefore.

ITEM 6. SELECTED FINANCIAL DATA

The following selected historical consolidated financial information for
each of the years ended December 31, 1998 through 2002 has been
derived from the Company’s consolidated financial statements and rep-
resents the historical consolidated financial information of FT Interactive
Data prior to the Merger and the combined Company subsequent to the
Merger. For additional information see “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” included in
Item 7. The information set forth below is qualified by reference to and
should be read in conjunction with the Company’s consolidated financial
statements and related notes thereon included herein.

As of and For the Year Ended December 31,

(In thousands, except per share amounts) 2002 2001 2000 1999 1998
Revenues $375,015 $340,002 $314,138 $188,956  $153,677
Income (loss) from operations 98,232 25,653 (3,091) 17,604 (30)
Net income (loss)(1) 60,733 4,312 (143,472) 6,197 (3,215)
Net income (loss) per common share

Basic .67 .05 (1.68) A1 (.06)

Diluted .65 .05 (1.68) Bh (.06)
Weighted average common shares

Basic 91,159 90,844 85,560 56,424 56,424

Diluted 93,730 92,510 85,560 56,424 56,424
Total assets 765,227 697,983 742,090 452,702 295,048
Stockholders’ equity 662,743 582,667 622,512 340,953 221,736
Cash dividends declared per common share — .29 — — —

(1) Results for 2000 include equity in the losses from MarketWatch of $67,229 and an other than temporary loss in MarketWatch of $141,844.
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ITEM 7. MANAGEMENT’S DISCUSSION AND
ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS (IN THOUSANDS)

The following discussion should be read in conjunction with “Item 6.
Selected Financial Data” and the Company’s consolidated financial state-
ments included herein.

GENERAL

The Company primarily supplies financial and business information to
institutional and retail investors worldwide. The Company is a leading
provider of time sensitive pricing (including evaluated pricing), dividend,
corporate action and descriptive information for approximately 3.5 million
securities. The Company also provides fixed income portfolio analytics,
consulting and valuation services to institutional fixed income portfolio
managers. At the core of the business are its extensive database exper-
tise and technology resources.

The Company distributes real-time, end of day and historically archived
data to customers through a variety of services featuring Internet, dedi-
cated line, satellite and dialup delivery protocols. Through a broad range
of strategic alliances, the Company provides links to leading financial
service and software companies offering trading, analysis, portfolio
management and valuation services.

The Company operates in two business segments:

Institutional services — delivery of time sensitive pricing (including
evaluated pricing), dividend, corporate action, hard-to-value unlisted
fixed income instruments, and descriptive information and fixed income
portfolio analytics to institutional customers.

Retail Investor services — delivery of real-time financial market infor-
mation and decision support tools primarily to the active investor and
professional trader customers.

The services provided by the Company include the following:

INSTITUTIONAL SERVICES:

FT Interactive Data provides a wide range of high quality financial infor-
mation to trading houses, custodians and fund managers worldwide. The
financial information collected, generated and distributed includes pric-
ing, descriptive and corporate action information on securities from all
over the world.

CMS BondEdge® provides fixed income analytical tools and models
designed for investment managers, broker dealers, insurance companies
and bank and pension fund managers.

RETAIL INVESTOR SERVICES:

The Company’s Internet based services offer real-time, Internet delivered
subscription quote service primarily for active and professional traders
offering charts, news, research, decision support tools and alerts direct
to a laptop, PC or telephone.

The Company’s broadcast services deliver real time quotes to communi-
cation devices that rely on FM subcarriers, satellite and cable television
or telephone lines.

MARKET TRENDS:

In 2002, the core institutional services market has experienced a higher
than normal level of cancellations primarily attributable to cost cut-

ting across financial institutions. However, 2002 revenues from the

FT Interactive Data business remained relatively resilient in the current
uncertain market conditions due primarily to new business generated

in the final quarter of 2001 and new customer contracts entered into in
2002, which more than offset the level of cancellations noted above. The
Company believes that this is because much of the data supplied by the
Company is mission critical to its customers and needed for their opera-
tions regardless of market conditions. In 2002, more of our new busi-
ness at FT Interactive Data came from our services that address fixed
income securities as asset managers moved investments out of equities
into fixed income instruments. The Company’s CMS BondEdge division
saw a continued slowdown in sales primarily attributable to cost cutting
across financial institutions.

There is a continuing trend in North America for major financial institu-
tions to outsource their back office operations to service bureaus and
custodian banks. The Company has established relationships with, and
is a major data supplier to, many service bureaus and custodian banks,
and expects to benefit from their growth. Another trend in North America
is the consolidation of financial institutions. When institutions merge,
they look to gain synergies by combining their operations, thereby
removing the need for two data sources, which accounts for some

of the higher than normal cancellations mentioned previously.

Growth in the institutional market is dependent on the Company’s ability
to continue to expand its data content offerings to meet the needs of its
clients. This will include continuing to expand the coverage of premium
priced fixed income data sets and the launch of new services such as
the Company’s “Fair Value Information Service” which is primarily ori-
ented toward mutual funds. In addition, the Company will continue to
look to expand its market share in the European market, although the
Company expects current difficult market conditions will slow this effort
as customers take longer to make purchase decisions. Purchasing deci-
sions in the United States are also expected to take longer.

In the Company’s retail investor services segment, the eSignal service
continued to strengthen its position as a leading financial data provider
primarily for retail and professional investors. After a decline in sub-
scribers through the end of September 2001, the Company experienced
net growth in subscribers in the final quarter of 2001 and throughout
2002. In 2002, a large proportion of the increase in subscribers has
come from developing further distribution channels, which generate
incremental revenues at a lower rate than from direct customers.
Although the number of subscribers is up, per subscriber revenue
declined as further described below.

On January 31, 2002, the Company completed its acquisition of the
Securities Pricing Service business from Merrill Lynch (“SPS”) for
aggregate cash consideration of $48,000. This acquisition allowed the
FT Interactive Data business to expand its client base and enhance its
coverage of fixed income securities. The operational results of SPS have
been included in the consolidated results from the date of acquisition.
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. 3 (continued)

The Company acquired from The McGraw-Hill Companies, Inc. the stock
of S&P Comstock, Inc. (“ComStock”) and the assets of certain ComStock
related McGraw-Hill businesses in the United Kingdom, France, Australia,
Singapore and Hong Kong for $115,000 on February 28, 2003. The
Company funded this acquisition from its existing cash resources.

ComStock, a real-time information service, provides worldwide financial
data, news, historical information and software applications. This acqui-
sition provides the Company direct access to real-time market data from
more than 180 stock exchanges and other sources worldwide. The acqui-
sition also expands the Company’s real-time datafeed services, and
provides the Company the opportunity to market ComStock’s content
and product to several thousand institutional customers worldwide.
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RESULTS OF OPERATIONS
SELECTED FINANCIAL DATA

For the Years Ended December 31,

(Amounts in thousands, except for per share information) 2002 2001 2000
SERVICES REVENUES
Institutional $334,992 $294,440 $ 269,943
Retail:

eSignal 35,545 35,392 27,427

Broadcast 4,478 10,170 16,768
Total Revenues 375,015 340,002 314,138
Cost of Services 112,377 103,618 105,524
Selling, General & Administrative 131,169 122,066 116,091
EBITDA(1) 131,469 114,318 92,523
Depreciation 14,500 13,139 12,671
Amortization 18,737 75,526 82,943
Income (Loss) from Operations 98,232 25,653 (3,091)
Equity in loss from MarketWatch.com, Inc = — (67,229)
Other than temporary loss in MarketWatch.com, Inc = — (141,844)
Other income, net 1,989 2,882 1,170
Income (Loss) Before Income Taxes 100,221 28,535 (210,994)
Income tax expense (benefit) 39,488 24,223 (67,522)
Net Income (Loss) $ 60,733 $ 4,312 $(143,472)
Net Income (Loss) Per Share

Basic $ 067 § 0.05 § (1.68)

Diluted $ 065 $ 005 $ (1.68)
Weighted average shares outstanding:

Basic 91,159 90,844 85,560

Diluted 93,730 92,510 85,560

(1) “EBITDA” is defined as net income before other income, net income taxes, depreciation and amortization expense, equity in losses from MarketWatch and other than temporary loss in
MarketWatch. EBITDA is presented because it is a widely accepted indicator of funds available to a business, although it is not a measure of liquidity or financial performance under
generally accepted accounting principles. The Company believes that EBITDA, while providing useful information, should not be considered in isolation or as an alternative to net income
or cash flows as determined under generally accepted accounting principles. EBITDA, as presented here, may differ from similarly titled measures reported by other companies due to potential
differences in methods of calculation between the Company and other companies.
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2002 VERSUS 2001

Revenue for the Company increased from $340,002 in 2001 to $375,015
in 2002, an increase of 10.3%. Revenue for the institutional services
business increased by 13.8% from $294,440 in 2001 to $334,992 in
2002, reflecting growth in the FT Interactive Data business, the inclusion
of the SPS business for 11 months of 2002, and a small benefit from for-
eign exchange (1%). The core FT Interactive Data business, including
SPS, grew by 13.7%. This increase reflected the strong performance in
new business from new subscriptions and growth from redistributor and
usage revenues, moderate (between 4% and 6%) price increases in FT
Interactive Data services and subscriptions to our evaluated pricing serv-
ices by major financial institutions and the inclusion of revenue from the
acquired SPS business for 11 months of 2002. This growth was partially
offset by a higher level of cancellations due to customers looking to lower
costs in their data collection operations, as a result of the economic
downturn in the overall financial services sector, and the loss of some
revenue where customers used the SPS service as a backup to the FT
Interactive Data service. The Company’s CMS BondEdge division grew
revenues by 2.7% as the division saw a slowdown in new business as a
result of the reluctance of customers to commit to new services in the
current economic environment. Revenue for the retail investor services
business decreased from $45,562 in 2001 to $40,023 in 2002, a decline
of 12.2%. eSignal’s revenues grew marginally from $35,392 in 2001 to
$35,545 in 2002 despite growing subscribers. This was due to the
decline in active traders willing to subscribe to the full cost eSignal serv-
ice being replaced by subscribers only willing to pay for the basic eSignal
service and the growth in eSignal providing feeds to other active trader
tools for a lower monthly subscription. The Company’s broadcast busi-
ness declined by 56%, as expected, due to customers migrating to alter-
native information sources including the Company’s Internet service. This
anticipated decline in the broadcast business is expected to continue.

Cost of services increased by 8.5% from $103,618 in 2001 to $112,377
in 2002. The increase was mainly due to the inclusion of the SPS busi-
ness for 11 months in 2002. Cost of services as a percentage of revenue
declined marginally from 30.5% in 2001 to 30% in 2002. The main rea-
sons for this decline were the cost reductions made in the Company’s
retail investor services business to reflect the decline in the number of
broadcast subscribers including reductions in communication and data
acquisition costs as part of the planned phase-out of the broadcast busi-
ness, combined with synergies achieved by combining the FT Interactive
Data and SPS businesses. Selling, general and administrative expenses
increased by 7.5% from $122,066 in 2001 to $131,169 in 2002, reflect-
ing the inclusion of the SPS business in 2002. Selling, general and
administrative expenses as a percentage of revenue decreased from
35.9% in 2001 to 35% in 2002. The main reason for this decrease was
the decline in marketing and sales expenditures in the Company’s retail
investor services business combined with synergies from merging the
SPS functions with those of FT Interactive Data.

In 2002, the Company recorded restructuring charges in the U.S. and
UK. These restructuring charges totaled $3,320 and were primarily
related to employee severance. The severance, in part, was related to the
European business initiation of a restructuring program to transfer part
of its data collection operation from London, England to Dublin, Ireland

in order to gain cost synergies and improve productivity. The Company
recorded costs of $1,100 associated with this restructuring.

EBITDA increased from $114,318 in 2001 to $131,469 in 2002, an
increase of 15%. This increase was due to the revenue growth in the
institutional services business and improved margins in both the
Company’s business segments combined with the contribution from
11 months results from the SPS business.

Income from operations increased from $25,653 in 2001 to $98,232 in
2002. The increase in income from operations was due to higher EBITDA
and lower amortization following the adoption of FAS 142, “Goodwill and
Other Intangible Assets” on January 1, 2002. As a result of adopting

FAS 142, the Company ceased the amortization of goodwill. These favor-
able items were partially offset by higher depreciation due to a growing
level of investment in the Company’s technological infrastructure to han-
dle the expanding volumes of business and to accommodate the acquisi-
tion of the SPS business.

Income before taxes increased from $28,535 in 2001 to $100,221 in

2002 reflecting the higher income from operations being partially offset
by lower other income. Other income decreased from $2,882 in 2001 to
$1,989 in 2002, reflecting the decline in interest rates on invested cash.

The Company’s effective tax rate declined from 85% in 2001 to 39.4% in
2002 due mainly to the reduction in non-deductible amortization
expense between 2001 and 2002.

The Company generated net income of $60,733 in 2002 compared with
net income of $4,312 in 2001. This improvement was primarily due to
the higher income from operations in 2002 as compared with 2001 dis-
cussed above.

The Company generated basic net income per share of $0.67 and diluted
net income per share of $0.65 in 2002, as compared with basic and
diluted net income per share of $0.05 in 2001 due to a combination of
higher net income offset, in part, by a higher number of weighted aver-
age shares.

Weighted average basic shares outstanding increased by 0.3% in 2002
and weighted average diluted shares increased by 1.3% in 2002 due to
options exercised in 2002 as well as higher level of stock options out-
standing in 2002, partially offset by the Company’s stock repurchase plan.

2001 VERSUS 2000

The Company’s results for 2001 include a full year of results for both the
FT Interactive Data business and the Data Broadcasting Corporation
(“DBC”) business, while the results for 2000 include the operating
results of FT Interactive Data from January 1, 2000 and the operating
results of DBC from February 29, 2000. The Company’s results for 2000
also include results from Federal News Service (“FNS”) business, which
was sold on January 10, 2001 and its equity in the losses of
MarketWatch and the other than temporary loss on the MarketWatch
investment.

Revenue for the institutional services business increased by 9% in 2001
over 2000. The increase reflected strong growth in the FT Interactive
Data business and the inclusion of the CMS BondEdge business for a
full year in 2001, being partially offset by the sale of the FNS business in
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January 2001. The Company experienced growth, in part, due to the
continuing expansion of the mutual fund industry and increased market
share for its fixed income evaluated pricing service. The growth was
adversely affected by foreign exchange due to the strength of the US
dollar over the UK pound. Excluding the effects of foreign exchange,
revenue for the institutional services business grew by 11%. Revenue
for the retail investor services eSignal business grew by 29%, primarily
reflecting the inclusion of this business for a full year in 2001. The
Company’s broadcast business declined by 39%, due to customers
migrating to other products including the Company’s Internet product
and despite the inclusion of an additional two months of operating
results in 2001.

Cost of services decreased by 2% in 2001 over 2000. The decrease was
mainly due a combination of the sale of the FNS business and cost
reduction measures taken in the Company’s retail investor services seg-
ment to reflect the lower subscriber levels in the Broadcast and eSignal
businesses, partially offset by an additional two month’s costs following
the Merger (See Note 3 to the consolidated financial statements). Cost
of services as a percentage of revenue declined from 34% in 2000 to
30% in 2001. The main reasons for this decline were the cost reductions
made in the Company’s retail investor services business referred to
above and the sale of the FNS business. Selling, general and administra-
tive expenses as a percentage of revenue decreased from 37% in 2000
to 36% in 2001. The main reason for this decrease was the decline in
marketing and sales expenditures in the Company’s retail investor serv-
ices business, combined with synergies from merging the central func-
tions of DBC with those of FT Interactive Data.

EBITDA increased from $92,523 in 2000 to $114,318 in 2001, an
increase of 24%. This increase was due to the revenue growth in the
Institutional Services business and improved margins in both of the
Company’s business segments combined with the contribution from an
additional two months of operating results from the DBC businesses. In
addition, the Company continued to benefit from the synergies realized
from combining the businesses of Muller Data® Corporation, MuniView®,
and Valorinform and with FT Interactive Data and as a result of the
Merger (See Note 3 to the consolidated financial statements).

Income from operations increased from a loss of $3,091 in 2000 to
income of $25,653 in 2001. The increase in income from operations was
due to the factors discussed above and lower amortization charges.

Income before taxes increased from a loss of $210,994 in 2000 to
income of $28,535 in 2001. The main reason for the increase was that in
2000 the Company had an equity loss from its investment in
MarketWatch of $67,229. In addition, on December 27, 2000, the
Company announced the sale of its 34.4% ownership in MarketWatch to
Pearson for $26,888 which resulted in the recognition of an other than
temporary loss of $141,844 on the MarketWatch investment. Other
income increased from $1,170 in 2000 to $2,882 in 2001. This increase
was due primarily to higher invested cash balances in 2001 than in 2000.

The Company’s effective tax rate changed from a benefit of 32% in 2000
to an expense of 85% in 2001 mainly due to net income in 2001 com-
pared with losses in 2000. The difference between the Company’s statu-
tory tax rate and effective tax rate was primarily due to amortization

expense deducted for financial reporting purposes, which was not
deductible for federal and state tax purposes.

The Company generated net income of $4,312 in 2001 compared with a
net loss of $143,472 in 2000. This improvement was primarily due to
higher revenue and income from operations in 2001 versus 2000 and
the significant loss associated with the investment and disposition of
MarketWatch in 2000.

Weighted average diluted shares outstanding grew by 8% due to the
inclusion, throughout 2001, of the shares issued in connection with
the Merger.

LIQUIDITY AND CAPITAL RESOURCES

Cash provided by operating activities was $84,380, $93,812 and
$64,950, in 2002, 2001, and 2000, respectively. The decline from 2001
to 2002 was due, in part, from increased accounts receivable following
the acquisition of the SPS business in 2002 and higher billings in 2002
as compared with 2001. The increase from 2000 to 2001 was due to the
improved operating results of the Company and improved working capi-
tal due, in part, from decreased accounts receivable.

The Company’s capital expenditures declined from 2000 to 2001, but
increased in 2002. In 2001, capital expenditures declined to $12,609
from $15,699 in 2000 reflecting the slow down in the retail investor
services segment and completion of the integration following the Merger
in 2000 and the integration of the businesses acquired in 1999. The
increase to $13,561 in 2002 was mainly due to the integration of the
SPS business acquired in January 2002. Expenditures will continue to
grow in 2003 with the acquisition of Comstock (see Note 19 to the con-
solidated financial statements) and the move to consolidate the
Company’s multiple data centers.

In 2000, the Company purchased additional shares of MarketWatch
common stock for $43,000. Also, in 2000, the Company spent $14,766
on two acquisitions. On April 1, 2000, FT Interactive Data acquired ltex
(FIT) Limited for consideration totaling $12,800, comprised of a cash
payment of $11,200 plus relief against an accounts receivable due to the
Company’s UK subsidiary of $1,600. On August 31, 2000, the Company
acquired Trading Techniques, Inc. for consideration totaling $5,566,
comprised of cash of $3,566 and a deferred payment of $2,000. The
deferred payment was made in August 2002. The Company also received
$402 in 2000 from the exercise of 192 stock options.

In 2000, the Company acquired cash of $48,402 from the Merger (See
Note 3 to the consolidated financial statements). In 2001, the Company
received $43,224 from the sale of non-core investments and businesses.
This amount included the net proceeds of $26,871 from the sale of its
investment in MarketWatch, which the Company distributed to its stock-
holders by way of a dividend. The Company also received net proceeds
of $3,853 from the sale of its FNS business and $12,500 from the dispo-
sition of its investment in Sportsline.com, Inc. Also in 2001, the
Company received $6,084 from the exercise of 1,043 stock options and
due to a favorable price in the market, the Company repurchased 2,000
of outstanding stock for a total cost of $24,273.

In 2001, the Company entered into an unsecured credit facility for
$10,000, with KeyBank National Association that expired on May 1,
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2002. During 2001 and 2002, there were no borrowings associated with
this credit facility and at December 31, 2002, there was no outstanding
balance. The Company did not renew the facility and the facility has
been terminated.

In 2002, the Company acquired the SPS business from Merrill Lynch,
Pierce, Fenner & Smith, Incorporated. The consideration was $48,000 in
cash. The acquisition closed on January 31, 2002. The consideration
was paid from the existing cash resources of the Company. The
Company received $10,411 from the exercise of 1,404 stock options. For
the year ended December 31, 2002, the Company utilized $1,377 to
repurchase 100 shares of outstanding shares. As of March 10, 2003, the
Company has repurchased an additional 100 outstanding shares at an
aggregate price of $1,330.

On February 28, 2003, the Company completed its acquisition of
ComStock for $115,000, in cash. The Company funded this acquisition
from its existing cash resources.

Management believes that the cash generated by operating activities will
be sufficient to meet the cash needs of the Company. The Company cur-
rently has no long-term debt.

INCOME TAXES

The Company recognizes future tax benefits or expenses attributable to
its taxable temporary differences, net operating loss carry forwards.
Recognition of deferred tax assets is subject to the Company’s determi-
nation that realization is more likely than not. Based on taxable income
projections, management believes that the majority of the recorded
deferred tax assets will be realized.

RELATED PARTIES TRANSACTIONS

The Company and Pearson are parties to a management services agree-
ment that became effective as of February 29, 2000. Pearson owns
approximately 60% of the issued and outstanding common stock of the
Company This agreement governs the provision of services by either
company to the other and renews annually.

Pursuant to the agreement, Pearson provides certain services to the
Company and the Company provides certain services to Pearson. The
services provided by Pearson to the Company afford the Company
administrative convenience and the Company believes the terms of such
services are more favorable to it than if it had negotiated similar arrange-
ments with non-affiliated third parties. The services provided by Pearson
include administering 401(k), employee health benefit plans and insur-
ance plans in the United States and United Kingdom and billing, accounts
payable, accounts receivable, computer and accounting system support,
financial accounting, tax and payroll services related to certain sub-
sidiaries of the Company, primarily in the United Kingdom. The services
provided by the Company to Pearson include information technology and
property services. A majority of the charges for services to and from
Pearson and its affiliates are at cost. Certain of the Company’s directors
are employees of Pearson. The independent committee of the Company’s
Board of Directors, which consists of three directors, none of whom are
employees of Pearson, approved the management services agreement on
behalf of the Company. There was no material effect on the financial con-

dition or results of operations of the Company as a result of entering into
this agreement. If Pearson’s services to the Company were to be termi-
nated, the Company would be required to seek equivalent services in the
open market at potentially increased costs. In addition, the Company
would lose the efficiencies of working in concert with Pearson, and would
bear the entire burden of administrating such services, resulting in an
increased demand on the Company’s administrative resources. The man-
agement services agreement is amended from time to time by mutual
agreement to address changes in the terms or services provided to or on
behalf of the Company. Any such amendments are approved by the inde-
pendent committee.

In 2001, Pearson’s Financial Times Group entered into a trademark
license agreement with the Company authorizing the Company to use
the “FT” and “Financial Times” trademarks and logos in its business.
The license grants the Company the right to use the FT and Financial
Times brands for a five-year period for one British Pound with an auto-
matic renewal thereafter, unless terminated. The license is subject to
quality control standards, restrictions on sublicensing the trademarks to
third parties and certain other restrictions. The independent committee
of the Company’s Board of Directors approved this agreement on behalf
of the Company.

On March 26, 2001, the Company purchased used equipment comprised
of servers for an aggregate of $97 from FT.com, a wholly owned sub-
sidiary of Pearson. The purchase price was at or lower than discounts
offered elsewhere for comparable equipment. The purchase was
approved by the independent committee of the Board of Directors on
behalf of the Company.

Any amounts payable or receivable to and from Pearson or Pearson affili-
ates are classified as an affiliate transaction on the balance sheet. For the
years ended December 31, 2002, 2001 and 2000, the Company incurred
net (income)/expense of ($79), ($3,508), and $588 for these services
provided to Pearson and received from Pearson. In 2000, the Company
had an arrangement with a Pearson affiliate, Financial Times Electronic
Publishing (“FTEP”), for FTEP’s use of certain production equipment. In
2000, the Company invoiced FTEP $4,465 for this service. The Company
recorded this transaction as a reduction to costs. This service was not in
effect for the years ended December 31, 2002 and 2001.

CRITICAL ACCOUNTING POLICIES
AND ESTIMATES

The Company’s discussion and analysis of its financial condition and
results of operations is based upon the Company’s consolidated financial
statements, which have been prepared in accordance with accounting
principles generally accepted in the United States. For a detailed discus-
sion on the application of these and other accounting policies, see Note 1
in the Notes to the Consolidated Financial Statements in Item 8 of this
Annual Report on Form 10-K.

The preparation of these financial statements requires the Company to
make estimates and judgments that affect the reported amounts of
assets, liabilities, revenues and expenses, and related disclosure of
contingent assets and liabilities. On an on-going basis, the Company
evaluates its estimates, including those related to revenue recognition,
goodwill and intangible assets, income taxes, retirement plans, stock
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based compensation and contingencies and commitments. The Company
bases its estimates on historical experience and on various other
assumptions that are believed to be reasonable under the circumstances,
the results of which form the basis for making judgments about the car-
rying values of assets and liabilities that are not readily apparent from
other sources. Actual results may differ from these estimates under dif-
ferent assumptions or conditions.

The Company believes the following critical accounting policies require
its most significant judgments and estimates used in the preparation of
its consolidated financial statements:

REVENUE RECOGNITION

Revenues are recognized over contractual periods as services are per-
formed. Amounts recognized as revenue are determined based upon
contractually agreed upon fee schedules with the Company’s customers.
The Company accounts for subscription revenues received in advance of
service being performed by deferring such amounts until the related
services are performed. From time to time, the Company is required to
adjust revenue associated with incorrect billings and data accessed inad-
vertently by customers. The Company maintains a reserve for these
adjustments based upon historical experience and believes that the
reserve established as of December 31, 2002 is adequate.

GOODWILL

Goodwill is recorded in connection with business acquisitions and repre-
sents the excess purchase price over the fair value of identifiable net
assets at the acquisition date. On January 1, 2002, the Company
adopted Financial Accounting Standard No. 142, “Goodwill and Other
Intangible Assets” (“FAS 142”). As a result of the adoption of this stan-
dard, the Company ceased recording amortization expense associated
with its goodwill.

FAS 142 requires an impairment test for the Company’s reporting units
be performed on an annual basis or whenever events or circumstances
indicate an impairment may exist. Each impairment test is based upon a
comparison of the fair value of the reporting unit, determined using a
discounted cash flow model to the net book value of the reporting unit.
Projections used in these analyses are consistent with those used by
management to run the Company and make capital allocation decisions.
If impairment is indicated due to the book value being in excess of the
fair value, the goodwill is written down to its implied fair value. The
Company typically utilizes the services of a third party business valua-
tion firm to assist in this process. In assessing the potential impairment
of the retail reporting unit, consideration was given to the planned
expansion of the real time service in the retail reporting unit to more
institutional clients. Given the decline in the Company’s retail customer
base, the goodwill in this reporting unit would be considered impaired
without the anticipated future revenue from institutional customers.

ACCRUED LIABILITIES

The Company maintains balances for certain accrued liabilities as they
relate to employee costs such as bonuses and other costs such as data
charges and royalties. These amounts are based upon management’s

best estimates and judgement based upon historical experience and on
various other assumptions that are believed to be reasonable under the
circumstances.

RETIREMENT PLANS

The Company records pension activity in accordance with Financial
Accounting Standard No. 87, “Employer’s Accounting for Pensions”.
Pearson Inc., a Pearson U.S. subsidiary, sponsors a defined benefit plan
(the “Plan”) for Pearson’s U.S. employees and the Plan also includes
certain of the Company’s U.S. employees. Pension costs are actuarially
determined. The Company funds pension costs attributable to its
employees to the extent allowable under IRS regulations. In 2001, the
Company froze the benefits associated with this pension plan. There was
no gain or loss recorded as a result of the curtailment. The Company’s
actuarially determined liability is based on estimates such as the dis-
count rate associated with future liabilities under the plan, expected
return on plan assets and the rate of increase of compensation costs of
participants in the plan. These estimates are based on the Company’s
best estimates of future events associated with the plan.

STOCK BASED COMPENSATION

In 2000, the Company adopted the 2000 Long Term Incentive Plan (the
“2000 Plan”). Under the 2000 Plan, the compensation committee of the
Board of Directors can grant stock-based awards representing up to
20% of the total number of shares of common stock outstanding at the
date of grant. The 2000 Plan provides for the discretionary issuance of
stock-based awards to directors, officers, and employees of the
Company, as well as persons who provide consulting or other services
to the Company. The exercise price of options granted employees under
the 2000 Plan is determined at the discretion of the compensation com-
mittee. The exercise price for all options granted to date has been equal
to the market price at the date of grant. Options expire ten years from
the date of grant and generally vest over a three to four year period.

In 2002, the Company adopted an employee stock purchase plan for all
eligible employees. Under the plan, shares of the Company’s common
stock may be purchased at six-month intervals at 85% of the lower of
the fair market value on the first or the last day of each six-month
period. During 2002, employees purchased approximately 50 shares at a
price of $12.04 per share. At December 31, 2002, 1,950 shares were
reserved for future issuance.

As discussed in Note 1 to the consolidated financial statements, the
Company applies APB Opinion No. 25 in accounting for stock based
compensation and, accordingly, no compensation cost has been recog-
nized for its stock options or employee stock purchase plan in the con-
solidated financial statements.

INTANGIBLE ASSETS

Intangible assets include securities databases, computer software,
covenants not to compete, and customer lists arising principally from
acquisitions. Such intangibles are valued on the acquisition dates based
on a combination of replacement cost and comparable purchase
methodologies by a third party appraiser and are amortized over periods
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ranging from two to fourteen years. The carrying amount of these bal-
ances is evaluated periodically in relation to the operating performance
and fair value of the underlying assets. Adjustments are recorded if the
fair value is less than book value.

INCOME TAXES

Income tax assets and liabilities are determined by taxable jurisdiction.
The Company does not provide for taxes on undistributed earnings of its
foreign subsidiaries. It is the Company’s intention to reinvest undistrib-
uted earnings of the Company’s foreign subsidiaries and thereby indefi-
nitely postpone their remittance. Accordingly, no provision has been
made for foreign withholding taxes or United States income taxes which
may become payable if undistributed earnings of foreign subsidiaries are
paid as dividends to the Company. The Company has net operating loss
carryforwards (“NOL’s”) which were generated in prior years. The annual
utilization of the NOL’s is restricted by applicable tax regulations. Based
on the Company’s forecasts management fully expects to utilize these
NOL's prior to their expiration date.

Throughout the year the Company determines its periodic income tax
expense based upon the current period income and the estimated annual
effective tax rate for the Company. The rate is revised, if necessary, at
the end of each successive interim period during the fiscal year to the
Company’s best current estimate of its annual effective tax rate.

COMMITMENT AND CONTINGENCIES

The Company has no outstanding debt. The Company meets its existing
working capital and capital expenditure needs from existing operating
cash flow.

In 2001, the Company entered into an unsecured credit facility for
$10,000 with KeyBank National Association that expired on May 1, 2002.
During 2001 and 2002, there were no borrowings associated with this
credit facility and at December 31, 2002, there was no outstanding bal-
ance. The Company did not renew the facility and it has been terminated.

The Company has obligations under non-cancelable operating leases for
real estate, equipment and distribution agreements for satellite and cable
space and FM radio channels. Certain of the leases include renewal
options and escalation clauses. Real estate leases are for the Company’s
corporate headquarters, sales offices, major operating units and data
centers. Approximate annual future commitments under non-cancelable
operating leases with lease terms in excess of one year are as follows:

Real Estate Distribution

and Equipment Agreements

2003 $10,623 $ 901
2004 9,626 582
2005 8,858 452
2006 7,475 269
2007 6,330 2
Thereafter 30,839 —
Total minimum lease payments $73,751 $2,206

The Company expects to satisfy its lease obligations from its existing
cash flow. The Company’s key operating locations operate in facilities
under long-term leases, the earliest of which will expire in 2005. The
Company believes it will be able to successfully negotiate key operating
leases and/or find alternative locations for its facilities without signifi-
cant interruption to the business.

INFLATION

Although management believes that inflation has not had a material
effect on the results of its operations during the past three years, there
can be no assurance that the Company’s results of operations will not be
affected by inflation in the future.

SEASONALITY

The Company has not experienced any material seasonal fluctuations in
its business. However, financial information market demand is largely
dependent upon activity levels in the securities markets. In the event that
the U.S. financial markets were to suffer a prolonged period of investor
inactivity in trading securities, the Company’s business could be
adversely affected. The degree of such consequences is uncertain.
Exposures in this area are somewhat mitigated by the Company’s service
offerings in non-U.S. markets.

RECENTLY ISSUED ACCOUNTING
PRONOUNCEMENTS

ACCOUNTING FOR BUSINESS COMBINATIONS
AND GOODWILL AND INTANGIBLE ASSETS

In June 2001, the Financial Accounting Standards Board (“FASB”),
issued Financial Accounting Standard No. 141, “Business Combinations”
(“FAS 1417) and Financial Accounting Standard No. 142, “Goodwill and
Other Intangible Assets” (“FAS 142”). These statements amend the
accounting and reporting standards for business combinations, goodwill
and certain other intangible assets. FAS 141 is effective for all business
combinations initiated after June 30, 2001. FAS 142 is effective for fiscal
years beginning after December 15, 2001. The Company adopted

FAS 141 beginning July 1, 2001 and adopted FAS 142 on January 1,
2002. No material changes to the carrying values of goodwill and other
intangible assets as a result of the adoption of FAS 142 were made.
Additionally, as a result of the adoption of FAS 142 the Company ceased
recording amortization expense associated with its acquired goodwill.
During 2001, this amortization was $37,535.

ASSET RETIREMENT OBLIGATIONS

In August 2001, FASB issued Financial Accounting Standard No. 143,
“Accounting for Asset Retirement Obligations” (“FAS 143”), which
addresses financial accounting and reporting for obligations associated
with the retirement of tangible long-lived assets and the associated asset
retirement costs. FAS 143 is required to be adopted for fiscal years
beginning after June 15, 2002. The adoption of this standard will not
have an immediate impact on the Company’s financial position or results
of operations.
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ACCOUNTING FOR THE IMPAIRMENT OR
DISPOSAL OF LONG-LIVED ASSETS

In October 2001, FASB issued Financial Accounting Standard No. 144,
“Accounting for the Impairment or Disposal of Long-Lived Assets”

(“FAS 144”). FAS 144 supersedes FASB Statement No. 121, “Accounting
for the Impairment of Long-Lived Assets and for Long Lived Assets to Be
Disposed of.” FAS 144 applies to all long-lived assets (including discon-
tinued operations) and consequently amends Accounting Principles Board
Opinion No. 30, “Reporting Results of Operations — Reporting the
Effects of Disposal of a Segment of a Business.” FAS 144 is effective for
financial statements issued for fiscal years beginning after December 15,
2001, and has been adopted by the Company, as required, on January 1,
2002. The adoption of FAS 144 did not have any impact on the Company’s
financial position and results of operations.

ACCOUNTING FOR COSTS ASSOCIATED WITH
EXIT OR DISPOSAL ACTIVITIES

In July 2002, the FASB issued Financial Accounting Standard No. 146,
“Accounting for Costs Associated with Exit or Disposal Activities”

(“FAS 146”), which addresses financial accounting for the costs associ-
ated with exit or disposal activities. FAS 146 supersedes Emerging
Issues Task Force Issue No. 94-3, “Liability Recognition for Certain
Employee Termination Benefits and Other Costs to Exit and Activity
(including Certain Costs incurred in a Restructuring).” FAS 146 is effec-
tive for exit and disposal activities that are initiated after December 31,
2002 and will be adopted by the Company on its effective date. Manage-
ment does not expect the adoption of FAS 146 to have a material impact
on its financial position or results of operations.

GUARANTOR’S ACCOUNTING AND DISCLOSURE
REQUIREMENTS FOR GUARANTEES, INCLUDING
INDIRECT GUARANTEES OF INDEBTEDNESS OF
OTHERS

In November 2002, the FASB issued FASB Interpretation No. 45,
“Guarantor’s Accounting and Disclosure Requirements for Guarantees,
Including Indirect Guarantees of Indebtedness of Others” (the “Interpre-
tation”). This Interpretation expands on the disclosures to be made by a
guarantor in its interim and annual financial statements about its obliga-
tions under certain guarantees that it had issued. It also clarifies that a
guarantor is required to recognize, at the inception of a guarantee, a lia-
bility for the fair value of the obligation undertaken in issuing the guar-
antee. The initial recognition and measurement provisions of this
Interpretation are applicable on a prospective basis to guarantees issued
or modified after December 31, 2002. The disclosure requirements in
this Interpretation are effective for financial statements of interim or
annual periods ending after December 15, 2002. The adoption of this
Interpretation did not have a material impact on the Company’s financial
position or results of operations.

ACCOUNTING FOR STOCK BASED
COMPENSATION — TRANSITION AND
DISCLOSURE

In December 2002, the FASB issued Financial Accounting Standard

No. 148 (“FAS 148”), “Accounting for Stock Based Compensation —
Transition and Disclosure, an amendment of FASB Statement No. 123.”
FAS No. 148 amends FAS No. 123, “Accounting for Stock-Based
Compensation”, to provide alternative methods of transition for a volun-
tary change to the fair value based method of accounting for stock-
based employee compensation. In addition, FAS No. 148 amends the
disclosure requirements of FAS No. 123 to require prominent disclo-
sures in both annual and interim financial statements about the method
of accounting for stock-based employee compensation and the effect of
the method used on reported results. As provided for in FAS No. 123,
the Company has elected to apply Accounting Principles Board (“APB”)
No. 25 “Accounting for Stock Issued to Employees” and related interpre-
tations in accounting for stock based employee compensation plans.
APB No. 25 does not require employee stock options to be expensed
when granted with an exercise price equal to the fair market value. The
Company intends to continue to apply the provisions of APB. No 25.

INFORMATION REGARDING FORWARD-LOOKING
STATEMENTS

From time to time, including in this Annual Report on Form 10-K and in
the Company’s annual report to shareholders, the Company may issue
forward-looking statements relating to such matters as anticipated finan-
cial performance, business prospects, strategy, plans, critical accounting
policies, technological developments, new products, research and devel-
opment activities and similar matters. The Private Securities Litigation
Reform Act of 1995 provides a safe harbor for forward-looking state-
ments. The Company notes that a variety of factors, including known
and unknown risks and uncertainties as well as incorrect assumptions,
could cause the Company’s actual results and experience to differ mate-
rially from the anticipated results or other expectations expressed in the
Company’s forward-looking statements. Some of the factors that may
affect the operations, performance, development and results of the
Company’s business include the following:

The Company competes against companies with greater financial
resources. The Company operates in highly competitive markets in
which it competes with other distributors of financial and business infor-
mation and related services. The Company expects competition to contin-
ue to be rigorous. Some of the Company’s competitors and potential
competitors have significantly greater financial, technical and marketing
resources than the Company does. These competitors may be able to
expand product offerings and data content more effectively and to
respond more rapidly than the Company to new or emerging technolo-
gies, changes in the industry or changes in customer needs. They may
also be in a position to devote greater resources to the development, pro-
motion and sale of their products. Increased competition in the future
could limit the Company’s ability to maintain or increase its market share
or maintain its margins, and could have a material adverse effect on the
Company’s business, financial condition or operating results.
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= (continued)

A prolonged outage at one of the Company’s data centers could have a
material adverse impact on revenues. The Company’s customers rely
on the Company for time sensitive, reliable and up-to-date data. The
Company’s business is dependent on its ability to rapidly and efficiently
process substantial quantities of data and transactions on its computer-
based networks and systems. The Company’s computer operations and
those of its suppliers and customers are vulnerable to interruption by
fire, earthquake, power loss, telecommunications failure, terrorist
attacks, wars and other events beyond the Company’s control. The
Company maintains back-up facilities for each of its major data centers
to seek to minimize the risk that any such event will disrupt operations.
In addition, the Company maintains insurance for such events, however,
the business interruption insurance the Company carries may not be
sufficient to compensate the Company fully for losses or damages that
may occur as a result of such events. Any such losses or damages
incurred by the Company could have a material adverse effect on the
Company’s business. Although the Company seeks to minimize these
risks as far as commercially reasonable through controls and back-up
data centers, there can be no assurance that such efforts will be suc-
cessful in all cases.

The inability to maintain relationships with key suppliers and providers
of market data or service bureaus and custodian banks could result in
a material adverse effect on the results of operations. The Company
currently depends on key suppliers for the data it provides to its cus-
tomers. Some of this data is exclusive to such suppliers and cannot be
obtained from other suppliers. In other cases, although the data may be
available from secondary sources, the secondary source may not be as
adequate or reliable as the primary or preferred source. Further, there
can be no assurance that the Company could obtain replacement data
from an alternative supplier without undue cost and expense, if at all.
The Company generally obtains data via license agreements. The disrup-
tion of any relationship or the termination of any license with a major
data supplier, such as the New York Stock Exchange, could materially
disrupt the Company’s operations and lead to a material adverse impact
on results of operations. Part of the Company’s strategy is to serve as a
major data supplier to service bureaus and custodian banks and thereby
to benefit from the trend of major financial institutions in North America
outsourcing their back office operations to such entities. If this trend
shifts or any of these relationships falter the Company’s results of oper-
ations could be adversely impacted.

A decline in activity levels in the securities markets could lower
demand for the Company’s services. The Company’s business is
dependent upon the health of the financial markets and the participants
in those markets. Financial information market demand is somewhat
dependent upon activity levels in the securities markets. In the event that
the U.S. or international financial markets suffer a prolonged downturn
that results in a significant decline in investor activity, the Company’s
revenue levels could be adversely affected.

Consolidation of financial services within and across industries could
lower demand for the Company’s products and services. As consolida-
tion occurs and synergies are achieved, the number of potential
customers for the Company’s products and services decreases. This con-
solidation has two forms: consolidations within an industry (such as

banking) and across industries (such as consolidations of insurance,
banking and brokerage companies). When two companies that separately
use the Company’s products and services combine, they may terminate
the use of some of the Company’s products and services that become
duplicative. The Company has experienced higher than normal cancella-
tions as a result of such trend in recent years and can give no assurance
that such consolidation and cancellations will not continue. A large num-
ber of cancellations or lower utilization resulting from consolidations
could have a material adverse effect on the Company’s revenues.

New or enhanced product offerings by competitors or technologies
could cause the Company’s services to become obsolete. The
Company operates in an industry that is characterized by rapid and sig-
nificant technological changes, frequent new products, services, data
content and coverage enhancements and evolving industry standards.
Without the timely introductions of new products, services and data
content and coverage enhancements, the Company’s products and serv-
ices will likely become technologically obsolete or inadequate over time,
in which case the Company’s revenue and operating results would suffer.
The Company expects its competitors to continue to improve the per-
formance of their current products and services, to enhance data con-
tent and coverage and to introduce new products, services and technolo-
gies. These competitors may adapt more quickly to new technologies,
changes in the industry and changes in customers’ requirements than
we can. If the Company fails to anticipate customers’ needs and techno-
logical trends accurately, the Company will be unable to introduce new
products and services into the market to successfully compete. If the
Company is unsuccessful at developing and introducing new products
and services that are appealing to customers with acceptable prices and
terms and available timely, the Company’s business and operating
results would be negatively impacted because the Company would not
be able to compete effectively and its ability to generate revenues would
suffer. In addition, new products, services, data content and coverage
that the Company may develop and introduce may not achieve market
acceptance.

Failure to successfully integrate the ComStock business and any other
business or product line the Company acquires could adversely affect
the Company’s future results of operations. The success of any acquisi-
tion depends in part on the Company’s ability to integrate the acquired
company. The process of integrating acquired businesses may involve
unforeseen difficulties and may require a disproportionate amount of
management’s attention and financial and other resources. In particular,
the integration of the operations of ComStock could present a significant
challenge to the Company’s management. The integration process is con-
tinuing and will proceed for at least eighteen months. The Company can
give no assurance that it will ultimately be able to effectively integrate and
manage the operations of any acquired business, in general, and
ComStock, in particular. Nor can the Company give assurance that it will
be able to maintain or improve the historical financial performance of
ComStock or other acquisitions. The failure to successfully integrate cul-
tures, operating systems, procedures and information technologies could
have a material adverse effect on the Company’s results of operations.

Pearson has the ability to control the Company. Pearson owns approxi-
mately 60% of the Company’s outstanding common stock. Accordingly,
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Pearson has the ability to exert significant influence over the manage-
ment and affairs of the Company, including the ability to elect all of the
directors and to approve or disapprove any corporate actions submitted
to a vote of the Company’s stockholders.

The inability of the Company to broaden its retail subscriber base hy
adding more individual investors outside of the Company’s traditional
“active-trader” market could result in lower revenues. The customers
of the Company’s retail investor segment have traditionally been “active-
traders.” As the stock markets have been flat or continue to decline this
has led to a significant downturn in trading activity and the number of
active traders has decreased. If the Company cannot successfully sell
additional retail products and services to individual investors to counter-
act the decrease in trading activities and the number of potential active
trader customers, the Company could experience a material decrease

in revenues.

The foregoing discussion of risks, uncertainties, and assumptions is by
no means complete but is designed to highlight important factors that
may impact the Company’s results.

ITEM 7A. QUANTITATIVE AND QUALITATIVE
DISCLOSURES ABOUT MARKET RISK

A portion of the Company’s business is conducted outside the United
States through its foreign subsidiaries and branches. The Company has
foreign currency exposure related to its operations in international mar-
kets where it transacts business in foreign currencies and, accordingly,
the Company is subject to exposure from adverse movements in foreign
currency exchange rates. The Company’s foreign subsidiaries maintain
their accounting records in their local currencies. Consequently, changes
in currency exchange rates may impact the translation of foreign state-
ments of operations into U.S. dollars, which may in turn affect the
Company’s consolidated statements of operations. The Company’s pri-
mary exposure to foreign currency exchange rate risks rest with the

UK Sterling to US Dollar exchange rate due to the significant size of the
Company’s operations in the United Kingdom.

The Company does not enter into any hedging or derivative arrange-
ments and the Company does not hold any market risk sensitive instru-
ments for investment or other purposes.

The Company currently invests excess cash balances in money market
accounts. These accounts are largely invested in U.S. Government obli-
gations and investment grade commercial paper; accordingly, the
Company is exposed to market risk related to changes in interest rates.
The Company believes that the effect, if any, of reasonable near-term
changes in interest rates on the Company’s financial position, results of
operations, and cash flows will not be material.
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To the Board of Directors and Stockholders
of Interactive Data Corporation:

In our opinion, the consolidated financial statements listed in the accompanying index present fairly, in all material respects, the financial position of
Interactive Data Corporation and its subsidiaries at December 31, 2002 and 2001, and the results of their operations and their cash flows for each of the
three years in the period ended December 31, 2002, in conformity with accounting principles generally accepted in the United States of America. In addi-
tion, in our opinion, the financial statement schedule listed in the accompanying index presents fairly, in all material respects, the information set forth
therein when read in conjunction with the related consolidated financial statements. These financial statements and financial statement schedule are the
responsibility of the Company’s management; our responsibility is to express an opinion on these financial statements and financial statement schedule
based on our audits. We conducted our audits of these statements and schedule in accordance with auditing standards generally accepted in the United
States of America, which require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements and schedule
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial state-
ments, assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial statement presenta-
tion. We believe that our audits provide a reasonable basis for our opinion.

As discussed in Note 1 to the consolidated financial statements, effective January 1, 2002, the Company changed its method of accounting for goodwill
and intangible assets upon adoption of Financial Accounting Standard No. 142, “Goodwill and Other Intangible Assets.”

/s/ PRICEWATERHOUSEGCOOPERS LLP

Boston, Massachusetts
February 3, 2003,

except as to Note 19,

which is as of February 28, 2003
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CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

Year Ended December 31,

(In thousands, except for share data) 2002 2001 2000
Service Revenues $375,015 $340,002 $ 314,138
Costs and Expenses

Cost of services 112,377 103,618 105,524

Selling, general and administrative 131,169 122,066 116,091

Depreciation 14,500 13,139 12,671

Amortization 18,737 75,526 82,943

Total costs and expenses 276,783 314,349 317,229

Income (Loss) from Operations 98,232 25,653 (3,091)
Equity in loss from MarketWatch.com, Inc. = — (67,229)
Other than temporary loss in MarketWatch.com, Inc. = — (141,844)
Other income (expense), net 1,989 2,882 1,170
Income (Loss) Before Income Taxes 100,221 28,535 (210,994)
Income tax expense (benefit) 39,488 24,223 (67,522)
Net Income (Loss) $ 60,733 § 4312 $(143,472)
Other comprehensive income (loss)

Foreign currency translation adjustment 8,004 (1,779) (6,400)

Additional minimum pension liability (2,685) — —
Comprehensive Income (Loss) $ 66,052 $ 2,533 $(149,872)
Weighted average shares:

Basic 91,159 90,844 85,560

Diluted 93,730 92,510 85,560
Net Income (Loss) Per Share:

Basic $ 067 $§ 005 1.68)

Diluted $ 065 $ 005 $  (1.68)

11,

The accompanying notes are an integral part of these c

d financial statements.
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CONSOLIDATED BALANCE SHEETS

December 31,
(In thousands, except for share data) 2002 2001
ASSETS
Cash and cash equivalents $153,243 $ 118,522
Accounts receivable, net of allowance for doubtful accounts of $4,172 at 2002 and $4,293 at 2001 53,924 46,792
Receivable from affiliate = 7
Prepaid expenses and other current assets 5,366 3,152
Deferred income taxes 6,487 13,207
Total current assets 219,020 181,680
Property and equipment, net 36,786 38,431
Goodwill 381,790 353,748
Other intangible assets, net 125,003 121,040
Other assets 2,628 3,084
Total Assets $765,227 $ 697,983
LIABILITIES AND STOCKHOLDERS> EQUITY
Current Liabilities:
Accounts payable, trade $ 10,805 $ 11,814
Accrued liabilities 52,938 50,684
Payables to affiliates 1,789 5,065
Income taxes payable 9,235 13,578
Deferred revenue 22,786 24,477
Total current liabilities 97,553 105,618
Deferred tax liabilities 3,305 8,209
Other liabilities 1,626 1,489
Total Liabilities 102,484 115,316
Commitments and contingencies (Note 14)
Stockholders’ Equity:
Preferred Stock = —
Common stock $0.01 par value
Authorized: 200,000,000 shares; 93,698,789 issued and 91,598,789
outstanding at December 31, 2002 and 92,245,419 issued and 90,245,419
outstanding at December 31, 2001 937 922
Additional paid-in capital 786,470 771,084
Treasury Stock, at cost, 2,100,000 and 2,000,000 shares, at December 31, 2002 and 2001, respectively (25,650) (24,273)
Accumulated deficit (94,398) (155,131)
Accumulated other comprehensive loss (4,616) (9,935)
Total Stockholders’ Equity 662,743 582,667
Total Liabilities and Stockholders’ Equity $765,227 $ 697,983

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December 31,
(In thousands) 2002 2001 2000
CASH FLOWS PROVIDED BY (USED IN)
OPERATING ACTIVITIES:
Net income (loss) $ 60,733 $ 4312 $(143,472)
Adjustments to reconcile net income (loss) to net cash provided by operating activities:
Depreciation and amortization 33,237 88,665 95,614
Tax benefit from exercise of stock options 4,873 2,682 499
Equity in loss from MarketWatch.com, Inc. = — 67,229
Other than temporary loss from investment in MarketWatch.com, Inc. = — 141,844
Deferred income taxes 1,733 (7,928) (83,618)
Other non-cash items, net 256 267 113
Changes in operating assets and liabilities, net:
Accounts receivable and due from affiliates (6,518) 4,943 (5,731)
Prepaid expenses and other assets (1,635) 1,355 1,209
Accounts and taxes payable and due to affiliates (5,556) 628 (6,362)
Accrued expenses and other liabilities (556) 789 (322)
Deferred revenue (2,187) (1,901) (2,053)
Net Cash Provided by Operating Activities 84,380 93,812 64,950
CASH FLOWS PROVIDED BY (USED IN)
INVESTING ACTIVITIES:
Purchase of fixed assets (13,561) (12,609) (15,699)
Cash acquired through merger — — 48,402
Investment in MarketWatch.com, Inc. = — (43,000)
Acquisition of businesses (48,000) — (14,766)
Net proceeds from sales of investments and business — 43,224 —
Other investing activities 680 719 —
Net Cash Provided by (Used in) Investing Activities (60,881) 31,334 (25,063)
CASH FLOWS PROVIDED BY (USED IN)
FINANCING ACTIVITIES:
Receipt of payment from affiliate — — 19,224
Payment of promissory note to affiliate — — (20,000)
Proceeds from exercise of stock options and employee stock purchase plan 10,411 6,084 402
Contribution (distribution) of capital from (to) parent = — (10,764)
Purchase of treasury stock (1,377) (24,273) —
Distribution of dividends = (26,871) —
Net Cash Provided by (Used in) Financing Activities 9,034 (45,060) (11,138)
Effect of change in exchange rate 2,188 (216) (2,105)
Net Increase in Cash and Cash Equivalents 34,721 79,870 26,644
Cash and Cash Equivalents at Beginning of Period 118,522 38,652 12,008
Cash and Cash Equivalents at End of Period $153,243 $118,522 $ 38,652
Supplemental disclosure of cash flow information:
Cash paid for taxes $(33,484) $(29,007) $  (9,489)
Cash (paid) received for interest $ 2,031 $3,050 $ (1,591)

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Accumulated
Treasury Other
Common Stock Stock Treasury — Additional Comprehensive Total
Number of Number of Stock Paid in Parent’s Income  Accumulated — Stockholders’
(In thousands) Shares  Par Value Shares Costs Capital Investment (Loss) Deficit Equity
Balance, December 31, 1999 — $ — — $ — $ — $358,680 $(1,756) $ (15,971) $ 340,953
Distribution to parent — — — — — (7,764) — — (7,764)
Reorganization (Note 3) 56,424 564 — — 350,352  (350,916) — — —
Issuance of shares associated
with merger (Note 3) 34,586 346 — — 437,948 — — — 438,294
Exercise of stock options 192 2 — — 400 — — — 402
Tax benefit from exercise of
stock options — — — — 499 — — — 499
Other comprehensive loss — — — — — — (6,400) — (6,400)
Net loss — — — — — — — (143,472)  (143,472)
Balance, December 31, 2000 91,202 $912 — ¢ — §$789,199 § — $(8,156) $(159,443) $ 622,512
Distribution of dividend — — — —  (26,871) — — — (26,871)
Exercise of stock options 1,043 10 — — 6,074 — — — 6,084
Tax benefit from exercise of
stock options — — — — 2,682 — — — 2,682
Purchase of treasury stock — — 2,000 (24,273) — — — — (24,273)
Other comprehensive income — — — — — — (1,779) — (1,779)
Net income — — — — — — — 4,312 4,312
Balance, December 31, 2001 92,245 $922 2,000 $(24,273) $771,084 $ — $(9,935) $(155,131) $ 582,667
Exercise of stock options 1,404 14 — — 9,799 — — — 9,813
Issuance of stock in connection
with employee stock
purchase plan 50 1 — — 597 — — — 598
Tax benefit from exercise of stock
options and employee
stock purchase plan — — — — 4,873 — — — 4,873
Exercise of extended stock options 117 117
Purchase of treasury stock — — 100 (1,377) — — — — (1,377)
Other comprehensive income — — — — — — 5,319 — 5,319
Net income — — — — — — — 60,733 60,733
Balance, December 31, 2002 93,699 $937 2,100 $(25,650) $786,470 $ — $(4,616) $ (94,398) $ 662,743
The accompanying notes are an integral part of these consolidated financial statements.
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(In thousands) (except per share data)

1. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

NATURE OF BUSINESS

Interactive Data Corporation (the “Company”) is a leading global
provider of financial and business information to individual and institu-
tional investors. The Company supplies time sensitive pricing, dividend,
corporate action and descriptive information for approximately 3.5 mil-
lion securities that are traded around the world, including hard-to-value
fixed income instruments. The cores of the business are its extensive
database expertise and technology resources.

The Company delivers real-time, end-of-day and historically archived
data to customers through a variety of products featuring Internet, dedi-
cated line, satellite and dial-up protocols. Through a broad range of part-
nerships, the Company provides links to most of the world’s best-known
financial service and software companies for trading, analysis, portfolio
management and valuation.

On February 29, 2000, Data Broadcasting Corporation completed a
merger (“the Merger”) with Interactive Data Corporation (now known
as FT Interactive Data Corporation), a wholly owned subsidiary of
Pearson Longman, Inc. (“Pearson Longman”). Pearson Longman,
through a series of other entities, is wholly owned by Pearson plc
(“Pearson”). Upon the Merger, the Company issued 56,424 shares of
its common stock to Pearson Longman that resulted in the ownership
by Pearson Longman of approximately 60% of the Company. (Interactive
Data Corporation prior to the Merger is referred to herein as FT
Interactive Data Corporation, which continues to be the Company’s
major institutional services subsidiary.) The Merger was accounted for
as a reverse merger as discussed in Note 3 to the consolidated financial
statements. The shares of the Company were subsequently transferred
to Pearson DBC Holdings, Inc., another wholly owned subsidiary

of Pearson Longman.

The Corporation’s common stock commenced trading on the New York
Stock Exchange under the trading symbol “IDC” on December 10, 2002.
Prior to December 10, 2002, the Corporation’s common stock traded on
the Nasdaq National Market under the trading symbol “IDCO”.

PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include the results of the Company
and all majority-owned subsidiaries. All significant intercompany accounts
and transactions have been eliminated.

RECLASSIFICATIONS

Certain prior year amounts have been reclassified to conform with the
current year’s presentation. These reclassifications had no effect on the
Company’s results of operations.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents include cash on hand and short-term invest-
ments with an original maturity of three months or less. At December 31,

2002 and 2001, cash and cash equivalents included cash equivalents of
$134,538 and $94,911, respectively.

FAIR VALUE OF FINANCIAL INSTRUMENTS

The carrying amount of cash, cash equivalents, trade receivables and
trade payables approximates their fair value because of the short matu-
rity of these investments.

REVENUE RECOGNITION

Revenues are recognized over contractual periods as services are per-
formed. Amounts recognized as revenue for services performed are
determined based upon contractually agreed upon fee schedules with the
Company’s customers. The Company accounts for subscription revenues
received in advance of providing services by deferring such amounts
until the related services are performed.

ACCOUNTS RECEIVABLE, CONCENTRATION OF
CREDIT RISK AND UNCERTAINTIES

The Company is subject to credit risk through trade receivables. Credit
risk with respect to trade receivables is mitigated by the diversification
of the Company’s operations, as well as its large client base and its geo-
graphical dispersion. No single customer accounts for more than 10%
of revenues or more than 10% of accounts receivable for any period
presented. Ongoing credit evaluations of customers’ financial conditions
are performed and collateral is not required. The Company maintains
reserves for potential credit losses and such losses, in the aggregate,
have not exceeded management’s expectations.

In addition, the Company has temporary cash investments. At Decem-
ber 31, 2002 approximately $134,538 of cash equivalents were depos-
ited in money market accounts. These accounts are largely invested in
U.S. Government obligations and investment grade commercial paper,
thereby limiting credit risk. At December 31, 2002, the Company
believes that it had no significant concentrations of credit risk.

INCOME TAXES

In accordance with Statement of Financial Accounting Standards No.
109, “Accounting for Income Taxes,” deferred tax assets and liabilities
are determined based on differences between the financial reporting
and the tax basis of assets and liabilities and are measured by applying
enacted tax rates and laws to taxable years in which such differences
are expected to reverse. The Company’s practice is to provide currently
for taxes that will be payable upon remittance of foreign earnings of
subsidiaries and affiliates to the extent that such earnings are not con-
sidered to be reinvested indefinitely. The Company’s practice is to per-
manently reinvest the unremitted earnings of its subsidiaries and,
accordingly, no taxes have been provided for these amounts.

GOODWILL

Goodwill is recorded in connection with business acquisitions and repre-
sents the excess of the purchase price over the fair value of identifiable
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net assets at the acquisition date. In January 2002, the Company
adopted Financial Accounting Standard No. 142, “Goodwill and Other
Intangible Assets” (“FAS 142”). As a result of the adoption of this stan-
dard, the Company ceased recording amortization expense associated
with its goodwill.

FAS 142 requires an impairment test for the Company’s reporting units
be performed on an annual basis or whenever events or circumstances
indicate an impairment may exist. Each impairment test is based upon a
comparison of the fair value of the reporting unit to the net book value
of the related asset. If impairment is indicated due to the net book value
being in excess of the fair value, the asset is written down to its implied
fair value.

OTHER INTANGIBLE ASSETS

Other intangible assets include securities databases, computer software,
covenants not to compete, and customer lists arising principally from
acquisitions. Such intangibles are valued on the acquisition dates based
on a combination of replacement cost and comparable purchase method-
ologies by a third party appraiser and are amortized over periods ranging
from two to fourteen years.

PROPERTY AND EQUIPMENT

Fixed assets are recorded at cost. Equipment is depreciated using the
straight-line method over its estimated useful life of three to eight years.
Leasehold improvements are amortized using the straight-line method
over the terms of the respective leases or useful lives, whichever is
shorter. Maintenance and repairs are charged to operations as incurred.
Retirements, sales and disposals of assets are recorded by removing the
cost and accumulated depreciation from the asset and accumulated
depreciation accounts with the resulting gain or loss reflected in income.

IMPAIRMENT OF LONG LIVED ASSETS

The Company reviews long lived assets whenever events or circumstances
indicate that the carrying value of the assets may not be recovered over
their remaining useful lives. If an impairment is indicated, the Company
compares the fair value of the related asset, generally determined using
a discounted cash flow methodology, to the carrying value of the asset
and records an impairment charge to the extent that fair value is lower
than the carrying value of the asset.

CAPITALIZED SOFTWARE COSTS

Capitalized software costs include costs incurred in connection with the
development of internal use software and purchased software. These
costs relate to software used by subscribers to access, manage and
analyze information in the Company’s databases. Costs associated with
internally developed software are capitalized in accordance with State-
ment of Position 98-1, “Accounting for Costs of Computer Software
Developed or Obtained for Internal Use”. In 2002, the Company capital-
ized approximately $2,747 related to the development of internal use
software. In 2002, amortization expense associated with the internally
developed software was $1,386. At December 31, 2002, the remaining

book value of the software developed for internal use was $5,076.
Amortization is computed on a case-by-case basis over the estimated
economic life of the software, which ranges from three to five years.
Also, in 2002, the Company wrote off $2,800 of capitalized development
projects in Europe, as a result of the Company’s decision to cancel
these projects.

TRANSLATION OF FOREIGN CURRENCIES

The functional currency of certain businesses within the consolidated
financial statements is the local currency. Assets and liabilities of foreign
companies are translated into U.S. dollars at exchange rates in effect at
the balance sheet date; income and expense items and cash flows are
translated at average exchange rates for the period. Cumulative net
translation adjustments are included in stockholder’s equity as other
comprehensive income. Gains and losses resulting from foreign cur-
rency transactions, not significant in amount, are included in the results
of operations as other income (expense).

USE OF ESTIMATES

The preparation of the consolidated financial statements in conformity
with accounting principles generally accepted in the United States of
America requires the extensive use of management’s estimates and
assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the consolidated
financial statement date. Actual results could differ from those estimates.

RESTRUCTURING CHARGES

In 2002, the Company recorded restructuring charges in the UK and US.
These restructuring charges totaled $3,320 and were primarily related to
employee severance. As of December 31, 2002, the remaining restruc-
turing accrual is $2,473. The Company expects to complete the majority
of these payments by December 31, 2003.

RESEARCH AND DEVELOPMENT COSTS

Expenditures for research and development are expensed as incurred.
The Company expensed approximately $2,481, $2,327 and $2,675 in
research and development costs during the years ended December 31,
2002, 2001 and 2000, respectively, primarily related to the development
of new services.

ADVERTISING COSTS

Advertising expenditures consists of print media, radio, television, direct
marketing and trade shows. All advertising expenses are charged to income
during the period incurred and totaled $5,216, $5,886 and $6,825 for
the years ended December 31, 2002, 2001 and 2000, respectively.

STOCK-BASED COMPENSATION

The Company follows Accounting Principles Board Opinion No. 25,
“Accounting for Stock Issued to Employees” (“APB No. 25”), in account-
ing for its employee stock option and employee stock purchase plans,
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rather than the fair value method of accounting provided under
Statement of Financial Accounting Standards No. 123, “Accounting for
Stock-Based Compensation” (“SFAS No. 123”). Under APB No. 25, the
Company accounts for its employee stock options using the intrinsic
value method. Under this method the Company does not recognize com-
pensation expense on stock options granted to employees because the
exercise price of each option is equal to the market price of the underly-
ing stock on the date of the grant.

The following pro forma information presents the Company’s net income
and basic and diluted net income per share for the years ended
December 31, 2002, 2001 and 2000 as if compensation cost had been
measured under the fair value method of SFAS No. 123, “Accounting for
Stock Based Employee Compensation,” for the employee stock option
and employee stock purchase plans.

Year Ended December 31,
2002 2001 2000

Net income (loss),

as reported $60,733 $4,312 $(143,472)
Deduct: Total stock based

employee compensation

expense determined under

fair value based method

for all awards net of

related tax effects (11,060) (2,972) (894)
Pro forma, net $ 49,673 $1,340  $(144,366)
Earnings (loss) per share

Basic — as reported $ 067 $ 0.05 $ (1.68)

Basic — pro forma $ 054 $ 0.01 $ (1.69)

Diluted — as reported $ 065 $ 0.05 $§ (1.68)

Diluted — pro forma $ 053 $ 0.01 $  (1.69)

See Note 11 for further details on the fair value methodology employed
by the Company to determine the above pro forma effects of FAS 123.
The effects of applying SFAS No. 123 in this pro forma disclosure are
not indicative of future amounts. Additional awards in future years

are anticipated.

EARNINGS PER SHARE

The Company calculates its earnings per share in accordance with
Financial Accounting Standard No. 128, “Earnings per Share”. Below is
a reconciliation of the earnings per share and weighted average shares
outstanding (in thousands) between the basic and diluted calculations
for each period.

- (continued)

For the Twelve Months Ended
December 31, 2002

Weighted
Income Average Shares Per-Share
(Numerator) (Denominator) Amount

Net income available
to common

stockholders — basic $60,733 91,159 $0.67
Effect of dilutive securities:
Stock options — 2,571 (.02)
Net income available
to common
stockholders — diluted $60,733 93,730 $0.65

For the Twelve Months Ended
December 31, 2001

Weighted
Income Average Shares Per-Share
(Numerator) (Denominator) Amount

Net income available
to common

stockholders — basic $4,312 90,844 $0.05
Effect of dilutive securities:

Stock options — 1,666 —
Net income available

to common

stockholders — diluted $4,312 92,510 $0.05

For the Twelve Months Ended
December 31, 2000

Weighted
Income Average Shares Per-Share
(Numerator) (Denominator) Amount

Net loss available
to common

stockholders — basic $(143,472) 85,560 $(1.68)
Effect of dilutive securities:

Stock options _ — —
Net loss available

to common

stockholders — diluted $(143,472) 85,560 $(1.68)

Due to the net loss in 2000, the effect of the options would have been
anti-dilutive and, therefore, such options were excluded from the calcu-
lation of diluted earnings per share.
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2. NEW ACCOUNTING PRONOUNCEMENTS

ASSET RETIREMENT OBLIGATIONS

In August 2001, the FASB issued Financial Accounting Standard No. 143,
“Accounting for Asset Retirement Obligations” (“FAS 143”), which
addresses financial accounting and reporting for obligations associated
with the retirement of tangible long-lived assets and the associated asset
retirement costs. FAS 143 is required to be adopted for fiscal years
beginning after June 15, 2002. The adoption of this standard will not
have any immediate impact on the Company’s financial position or
results of operations.

ACCOUNTING FOR THE IMPAIRMENT OR
DISPOSAL OF LONG-LIVED ASSETS

In October 2001, FASB issued Financial Accounting Standard No. 144,
“Accounting for the Impairment or Disposal of Long-Lived Assets”
(“FAS 144”). FAS 144 supersedes FASB Statement No. 121, “Accounting
for the Impairment of Long-Lived Assets and for Long-Lived Assets to
Be Disposed of.” FAS 144 applies to all long-lived assets (including dis-
continued operations) and consequently amends Accounting Principles
Board Opinion No. 30, “Reporting Results of Operations — Reporting the
Effects of Disposal of a Segment of a Business.” FAS 144 is effective for
financial statements issued for fiscal years beginning after December 15,
2001, and the Company adopted FAS 144, as required, on January 1,
2002. The adoption of FAS 144 did not have any impact on the Company’s
financial position or results of operations.

ACCOUNTING FOR COSTS ASSOCIATED WITH
EXIT OR DISPOSAL ACTIVITIES

In July 2002, the FASB issued, Financial Accounting Standard No. 146,
“Accounting for Costs Associated with Exit or Disposal Activities”

(“FAS 146”), which addresses financial accounting for the costs associ-
ated with exit or disposal activities. FAS 146 supersedes Emerging
Issues Task Force Issue No. 94-3, “Liability Recognition for Certain
Employee Termination Benefits and Other Costs to Exit and Activity
(including Certain Costs incurred in a Restructuring).” FAS 146 is effec-
tive for exit and disposal activities that are initiated after December 31,
2002 and will be adopted by the Company on its effective date. Manage-
ment does not expect the adoption of FAS 146 to have a material impact
on its financial position or results of operations.

GUARANTOR’S ACCOUNTING AND DISCLOSURE
REQUIREMENTS FOR GUARANTEES, INCLUDING
INDIRECT GUARANTEES OF INDEBTEDNESS

OF OTHERS

In November 2002, the Financial Accounting Standards Board issued
FASB Interpretation No. 45, “Guarantor’s Accounting and Disclosure
Requirements for Guarantees, Including Indirect Guarantees of Indebted-
ness of Others” (the “Interpretation”). This Interpretation expands on the
disclosures to be made by a guarantor in its interim and annual financial
statements about its obligations under certain guarantees that it had

issued. It also clarifies that a guarantor is required to recognize, at the
inception of a guarantee, a liability for the fair value of the obligation
undertaken in issuing the guarantee. The initial recognition and meas-
urement provisions of this Interpretation are applicable on a prospective
basis to guarantees issued or modified after December 31, 2002. The
disclosure requirements in this Interpretation are effective for financial
statements of interim or annual periods ending after December 15,
2002. The adoption of this Interpretation did not have a material impact
on the Company’s financial position or results of operations.

ACCOUNTING FOR STOCK BASED
COMPENSATION — TRANSITION
AND DISCLOSURE

In December 2002, the FASB issued Financial Accounting Standard

No. 148, (“FAS 148”) “Accounting for Stock Based Compensation —
Transition and Disclosure, an amendment of FASB Statement No. 123.”
FAS No. 148 amends FAS No. 123, “Accounting for Stock-Based
Compensation”, to provide alternative methods of transition for a volun-
tary change to the fair value based method of accounting for stock-
based employee compensation. In addition, FAS No. 148 amends the
disclosure requirements of FAS No. 123 to require prominent disclo-
sures in both annual and interim financial statements about the method
of accounting for stock-based employee compensation and the effect of
the method used on reported results. As provided for in FAS No. 123,
the Company has elected to apply Accounting Principles Board (“APB”)
No. 25 “Accounting for Stock Issued to Employees” and related interpre-
tations in accounting for stock based employee compensation plans.
APB No. 25 does not require employee stock options to be expensed
when granted with an exercise price equal to the fair market value. The
Company intends to continue to apply the provisions of APB No. 25.

3. MERGER OF DATA BROADCASTING
CORPORATION AND INTERACTIVE DATA
CORPORATION

On February 29, 2000, Data Broadcasting Corporation completed the
Merger with Interactive Data Corporation, a wholly owned subsidiary of
Pearson Longman. Pearson Longman, through a series of other entities,
is wholly owned by Pearson. Upon the Merger, the Company issued
56,424 shares of its common stock to Pearson Longman that resulted in
the ownership by Pearson Longman of approximately 60% of the
Company. (Interactive Data Corporation prior to the Merger is referred to
herein as FT Interactive Data Corporation, which continues to be the
Company’s major institutional services subsidiary.)

The Merger has been accounted for as a reverse acquisition.
Accordingly, the historical financial statements of FT Interactive Data
Corporation are the historical financial statements of the Company.
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The Merger was accounted for as follows:

ASSETS ACQUIRED

Cash and cash equivalents $ 48,402
Accounts receivable 12,457
Fixed assets 16,863
Other assets 4,475
Goodwill 205,516
Investment in MarketWatch.com, Inc 192,960
Other intangibles assets:
Customer Lists 72,300
Workforce 4,400
Technology 8,000
565,373
LIABILITIES ASSUMED
Accounts payable and accrued expenses 22,956
Deferred revenue 12,846
Other liabilities 2,387
Deferred tax liabilities 77,537
Accrued professional costs 2,300
Accrued acquisition costs 9,053
127,079
Total Purchase Price $438,294

Intangible assets are being amortized between two and eleven years.
Accrued professional costs include investment banking, accounting and
legal services. As of December 31, 2000, all accrued professional costs
had been paid. Accrued acquisition costs include severance, relocation
and lease termination costs. As of December 31, 2002, accrued acquisi-
tion costs remaining were $582. An additional $3,000 of acquisition
costs were funded by Pearson and treated as additional goodwill and a
capital contribution.

Accrued acquisition costs are comprised of the following:

Employee Lease

Severance  Terminations Other  Total
Original Amount $6,613 $1,591  $849 $9,053
2000 payments/adjustments 3,778 6 514 4,298
Balance, December 31, 2000 2,835 1,585 335 4,755
2001 payments/adjustments 1,245 702 145 2,092
Balance, December 31, 2001 1,590 883 190 2,663
2002 payments 1,008 883 190 2,081
Balance, December 31,2002 $ 582 $ — $§— §$ 582

- (continued)

The following unaudited pro forma financial information reflects the
Merger, the transaction discussed in Note 4, and the sale discussed in
Note 6 as if they occurred on January 1, 2000:

Pro Forma Results

for Year Ended

December 31, 2000

Revenue $326,438
Net Loss $(20,608)
Net loss per share $ (.23)

4. INVESTMENT IN MARKETWATCH.COM, INC.

In connection with the transaction described in Note 3, the Company’s
investment in MarketWatch.com, Inc. (“MarketWatch”) was written up to
its fair value on February 29, 2000 of $192,960. This amount exceeded
the Company’s share of the underlying equity of MarketWatch on that
date by $148,686. This excess was being amortized over three years.

On December 27, 2000, the Company entered into an agreement with an
affiliate of Pearson to sell its 34.4% ownership in MarketWatch for
$26,888. As a result of this sale, the Company recorded an other than
temporary loss of $141,844 in 2000 in connection with this transaction.
The balance sheet at December 31, 2000 included an investment in
MarketWatch of $26,888, which represented the related proceeds
received in January 2001.

On January 16, 2001, the Company paid a special dividend of $26,871 to
stockholders of record on January 8, 2001. This dividend related to the
proceeds received from the sale of the Company’s investment in
MarketWatch, less $17 paid in administrative related fees.

The Company purchased news and web advertising from MarketWatch
in the amount of $1,381 and $143, respectively, for the twelve months
ended December 31, 2001 and $1,050 and $33, respectively, for the
twelve months ended December 31, 2002. The Company had provided
services to MarketWatch including accounting, network operations,
web hosting and data feeds, which ended as of March 31, 2001. The
Company charged MarketWatch $112 for such services for the twelve
months ended December 31, 2001 and these amounts were recorded
as reductions of the gross expenses incurred by the Company. In 2002,
the Company charged MarketWatch $20 for other services and these
amounts were recorded as reductions of the gross expenses incurred
by the Company.

5. ACQUISITIONS

On January 31, 2002, the Company, through its FT Interactive Data
Corporation subsidiary, acquired certain assets from Merrill Lynch,
Pierce, Fenner & Smith Incorporated used in its Securities Pricing
Service (“SPS”) business. The price paid in cash for the assets was
$48,000 and was funded from the operating cash of FT Interactive Data
Corporation. In addition, FT Interactive Data Corporation incurred acqui-
sition costs of $1,233, consisting of severance costs and legal and
accounting services. As of December 31, 2002, $523 of the acquisition
costs have been paid.
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The acquisition was accounted for using the purchase method of
accounting in accordance with Financial Accounting Standard No. 141,
“Business Combinations.” The purchase price has been assigned to the
assets acquired based on their fair values as determined by an inde-
pendent third party appraisal. The intangible asset, customer lists, is
being amortized over a fourteen-year period. The Company’s financial
statements include the results of operations of SPS subsequent to the
acquisition date.

The acquisition was accounted for as follows:

6. SALE OF BUSINESS

On January 10, 2001, the Company completed the sale of its wholly owned
subsidiary, Federal News Service Inc. (“FNS”), for net cash proceeds of
$3,853. There was no gain or loss recorded as a result of this transaction.
On April 6, 2001, the Company sold its common stock in
Sportsline.com, Inc. for $12,500 in cash consideration. There was no
gain or loss recorded as a result of this transaction.

7. PROPERTY AND EQUIPMENT
Property and equipment consisted of the following at December 31:

Assets
Customer lists $30,100
Fixed assets 772 Useful Life 00 2001
Goodwill 17,822 Computerand =~
’ communication equipment 3-5years  $ 64,828 $ 63,080
Deferred tax assets 539 Leasehold improvements Life of lease 18,499 17,428
$49,233 Furniture and fixtures 3-8 years 14,173 16,084
Hiabilties Capitalized software 3-5years 14,311 9,393
Accrued acquisition costs $ 1,233 111,811 105,985
Total Purchase Price $48,000 Less accumulated
depreciation (75,025) (67,554)
$ 36,786  $ 38,431
Depreciation expense was $14,500, $13,139 and $12,671 for the years
ended December 31, 2002, 2001 and 2000, respectively.
8. GOODWILL AND INTANGIBLE ASSETS
Goodwill and intangible assets consist of the following:
December 31,
2002 2001
Weighted Average Gross Gross
Amortization Carrying Accumulated Net Book Carrying Accumulated Net Book
Period Value Amortization Value Value Amortization Value
Non-compete agreements 2.8 years $ 87,500 $ (87,500) $ 0 $ 87,898 $ (87,732) $ 166
Securities database 3.5 years 10,792 (10,739) 53 10,792 (9,069) 1,723
Computer software 6.7 years 42,486 (39,019) 3,467 42,486 (35,015) 7,471
Customer lists 11.9 years 170,600 (49,117) 121,483 140,500 (35,823) 104,677
Workforce 8.4 years = = = 9,382 (2,379) 7,003
Total $311,378 $(186,375)  $125,003 $291,058 $(170,018) $121,040
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In 2002, the Company adopted Financial Accounting Standard No. 142,
“Goodwill and Other Intangible Assets” (“FAS 142”) and accordingly has
reclassified the workforce intangible asset to goodwill.

The impact on net income and earnings per share as a result of the adop-
tion of Financial Accounting Standard No. 142, “Goodwill and Other Intan-
gible Assets” (“FAS 142”), for the year ended December 31 is as follows:

2002 2001 2000

Reported net income $60,733  $ 4,312 $(143,472)

Add back: goodwill/workforce
amortization — 39,018 37,310

Adjusted net income $60,733  $43,330 $(106,162)
Basic earnings per share:

Reported net income $§ 67 $§ 05 § (1.68)
Goodwill amortization = 43 44
Adjusted earnings per share $§ 67 § 48 § (1.24)
Diluted earnings per share:

Reported net income $ 65 $ 05 $ (1.68)
Goodwill amortization = 42 44

Adjusted diluted earnings per share. $ .65 § .47 $§ (1.24)
Estimated amortization expense:

For year ended 12/31/03 $13,793
For year ended 12/31/04 $13,740
For year ended 12/31/05 $12,406
For year ended 12/31/06 $12,140
For year ended 12/31/07 $12,140

The changes in the carrying amount of goodwill for the years ended
December 31, 2002 and 2001 are as follows:

Balance as of January 1, 2001 $395,696
Goodwill amortization (37,535)
Purchase accounting adjustments (2,447)
Impact of change in foreign exchange rates (1,966)
Balance as of December 31, 2001 $353,748
Goodwill acquired during year 17,822
Workforce intangible and related deferred taxes reclassified

to goodwill upon adoption of FAS 142 4,187
Purchase accounting adjustments (173)
Impact of change in foreign exchange rates 6,206
Balance as of December 31, 2002 $381,790

- (continued)

The Company does not allocate goodwill to its operating segments due
to the fact that the Company’s chief operating decision maker does not
use this information in evaluating the operations for each of the
Company’s segments. (See Note 18 for further discussions of the
Company’s segments).

9. ACCRUED LIABILITIES
Accrued expenses consist of the following at December 31:

2002 2001

Bonus $ 9307 § 7,684
Payroll taxes 1,501 725
Employee related costs 15,232 17,232
Commissions 1,590 3,026
Professional services 3,610 2,197
Acquisition costs (Notes 3 and 5) 1,538 2,929
Data center costs 2,135 1,605
Property costs 1,216 502
Travel costs 465 254
Royalties 2,749 3,334
Sales taxes 2,418 2,080
Data charges 6,354 4,396
Franchise/property taxes 521 952
Other discontinued operations (Note 13) 925 867
Other 3,377 2,901
$52,938  $50,684

10. CREDIT ARRANGEMENTS

At December 31, 2000, the Company had an outstanding letter of credit
in the amount of $1,500. This letter of credit was established in connec-
tion with the settlement of a class action lawsuit against Check Rite of
California, a discontinued operation of the Company. In 2001, final set-
tlement was made and the letter of credit was cancelled. The settlement
did not have a material effect on the Company’s financial condition or
results of operations.

In 2001, the Company entered into an unsecured credit facility for
$10,000 with KeyBank National Association. During 2001 and 2002,
there were no borrowings associated with this credit facility and at
December 31, 2002, there was no outstanding balance. The credit facility
consisted of a $10,000 line of credit, which matured on May 1, 2002.
The Company did not renew the facility.
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11. STOCK BASED COMPENSATION

EMPLOYEE STOCK PURCHASE PLAN

In 2002, the Company adopted an employee stock purchase plan for all
eligible employees. Under the plan, shares of the Company’s common
stock may be purchased at six-month intervals at 85% of the lower of
the fair market value on the first or the last day of each six-month period.
During 2002, employees purchased approximately 50 shares at a price

market price of the related shares at the date of grant. Options expire
ten years from the date of grant and generally vest over a three to four
year period.

Stock option activity for the years ended December 31, 2002 and 2001
are as follows:

Weighted
Average

of $12.04 per share. At December 31, 2002, 1,950 shares were reserved Options Exercise Price
for future issuance. Outstanding December 31, 2000 3,666 $ 5.91
Granted 5,273 8.73
EMPLOYEE STOCK OPTION PLAN Exercised (1,043) 584
In 2000, the Company adopted the 2000 Long Term Incentive Plan (the
“2000 Plan”). Under the 2000 Plan, the compensation committee of the CanceIeFi (207) 751
Board of Directors can grant stock-based awards representing up to Outstanding, December 31, 2001 7,689 7.82
20% of the total number of shares of common stock outstanding at the Granted 2,610 16.15
date of grant. The 2000 Plan provides for the discretionary issuance of Exercised (1,404) 6.99
stock-based awards to directors, officers, and employees of the Company, '
as well as persons who provide consulting or other services to the Com- Canceled (276) 9.88
pany. The exercise price of options granted employees under the 2000 Outstanding, December 31, 2002 8,619 $10.43
Plan is determined at the discretion of the Compensation Committee. Exercisable, December 31, 2002 3,397 $ 7.80
The exercise price for all options granted to date has been equal to the
The following table summarizes information about stock options outstanding and exercisable at December 31, 2002.
Range of option exercise prices:
Outstanding Exercisable
Weighted Weighted
Average Average
Exercise Exercise
Options Price Options Price
$2.44 to $3.31 (Avg. life: 1.20 years) 248 $2.71 211 $2.63
$3.81 to $5.54 (Avg. life: 6.40 years) 716 4.69 527 475
$5.75 to $8.63 (Avg. life: 4.60 years) 546 7.50 546 7.50
$8.63 to $12.50 (Avg. life: 8.40 years) 4,497 8.81 2,024 8.81
$12.99 to $18.50 (Avg. life: 9.40 years) 2,612 16.13 89 16.85
8,619 3,397
As discgssed in Note 1, the Company applies APB Opinion No. 25 in 2002 2001 2000
accounting for stock based employee compensation and, accordingly, no - - . . .
compensation cost has been recognized for its employee stock options Risk free interest rate 3.87% 4.25% 6.00%
or employee stock purchase plan in the consolidated financial statements. Expected life (in years) 4.00 4.00 4.06
The fair value of stock options was estimated as of the date of grant using Volatility 77% 90% 109%
a Black-Scholes option pricing model with the following assumptions: Expected dividend yield 0% 0% 0%
Weighted average fair value $9.52 $5.93 $4.80
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The fair value of stock issued related to the employee stock purchase
plan implemented in 2002 was estimated as of the beginning date of the
offering period using a Black-Scholes option pricing model with the fol-
lowing assumptions.

2002
Risk free interest rate 1.78%
Expected life (in years) 0.47
Volatility 39%
Expected dividend yield 0%
Weighted average fair value $3.75

12. STOCKHOLDERS’ EQUITY

In addition to the Company’s common stock, the Company may issue up
to 5,000 preferred shares, at $0.01 par value, with terms determined by
the board of directors, without any further action by the stockholders of
the Company. At December 31, 2002, no such stock has been issued.

13. DISCONTINUED OPERATIONS

As of December 31, 2002, the Company had $925 of accrued expenses
associated with the discontinued operations of Check Rite International
that was a division of Data Broadcasting Corporation whose operations
were discontinued in 1997. These costs pertain to expected settlements
associated with ongoing litigation.

14. COMMITMENTS AND CONTINGENCIES

The Company has obligations under non-cancelable operating leases for
real estate, equipment and distribution agreements for satellite and cable
space and FM radio channels. Certain of the leases include renewal
options and escalation clauses. Real estate leases are for the Company’s
corporate headquarters, sales offices, major operating units and data
centers. Approximate annual future commitments under non-cancelable
operating leases with lease terms in excess of one year are as follows:

Real Estate Distribution

and Equipment Agreements

2003 $10,623 $ 901
2004 9,626 582
2005 8,858 452
2006 7,475 269
2007 6,330 2
Thereafter 30,839 —
Total minimum lease payments $73,751 $2,206

The Company expects to satisfy its lease obligations from its existing
cash flow. The Company’s key operating locations operate in facilities
under long-term leases, the earliest of which will expire in 2005. The
Company believes it will be able to successfully negotiate key operating

- (continued)

leases and/or find alternative locations for its facilities without signifi-
cant interruption to the business.

Rental expense was $10,491, $9,476, and $11,677 for the years ended
December 31, 2002, 2001 and 2000, respectively.

Early in 2001, seven lawsuits were filed by various stockholders of the
Company against the Company’s directors, Pearson Longman plc and its
subsidiary Pearson Longman, Inc. These actions have been consolidated
in the Delaware Chancery Court for New Castle County under the caption
In re Data Broadcasting Corporation Derivative Litigation: Consolidated
Civil Action No. 18665-NC (the “Derivative Action”). As is usual in deriv-
ative actions, the Company is named as a nominal defendant in the
Derivative Action on the theory that the plaintiff stockholders are
allegedly suing on its behalf and for its benefit.

The Derivative Action challenges the Company’s January 2001 sale of its
34.4% interest in MarketWatch to Pearson, the parent company of the
Company’s majority stockholder, as having been consummated at an
allegedly inadequate price due to the supposedly undue influence of
Pearson as the Company’s majority stockholder. Plaintiffs seek to have
Pearson and the Company’s directors “account to the Company” for
damages that the Company allegedly sustained by reason of an unduly
low sale price.

In January 2003, counsel for all parties signed a stipulation whereby the
named plaintiffs dismissed the case with prejudice as to the three inde-
pendent director defendants. Should the plaintiffs elect to go forward
with the action as to the remaining defendants, the Company and the
remaining director defendants intend to continue to vigorously contest
the allegations against them.

In November 2000, the Securities and Exchange Commission (the “SEC”)
began an investigation into management of two Heartland Group high-
yield municipal bond funds. The Company was not named in the SEC’s
formal order of investigation but has cooperated fully with the SEC. The
SEC staff subsequently notified us of its view that the Company may have
facilitated federal securities laws violations committed by other parties
and has advised us that it may recommend the commencement of an
enforcement action against the Company. None of our officers, directors,
or employees has been similarly so notified. The SEC staff has not iden-
tified who the other parties are or specified what their misconduct was.
We understand that the SEC staff is concerned about evaluated prices
for several small high-yield municipal bonds provided by the Company
in March-April 2000 and in July-August 2000. We believe that our eval-
uations were both appropriate and consistent with our usual practices.
We have informed the SEC staff as to the reasons for our belief that no
action against the Company would be factually or legally warranted.

If the SEC decides to proceed with an enforcement action, we would
contest the matter vigorously. Irrespective of its outcome, we believe
that this matter will not materially affect our results of operations or
financial condition.

On a separate but related matter, shareholders of the two funds have noti-
fied us of their intention to commence an action against the Company,
even though neither the funds nor their advisor had ever chosen to do
so. We understand that the shareholders’ claims would be related to
widely reported September and October 2000 decreases in the funds’
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net asset values. We do not believe that any such action would have
merit or would materially affect the Company’s results of operations or
financial condition.

In addition to the matters discussed above, the Company is involved in
ordinary, routine litigation from time to time in the ordinary course of
business with a portion of the defense and/or settlement costs in some
such cases being covered by various commercial liability insurance poli-
cies. The Company does not expect that the outcome of these matters will
have a material impact on its financial position or results of operations.

15. INCOME TAXES

The components of income (loss) before income taxes are as follows for
the years ended December 31:

2002 2001 2000
Domestic $ 83,035 $14672  $(222,107)
Foreign 17,186 13,863 11,113
Total $100,221 $28,535  $(210,994)

Income tax expense (benefits) consists of the following for the years
ended December 31:

2002 2001 2000

Current:
Federal $25,142 $21,369 $ 6,292
State 7,600 5,780 3,740
Foreign 4,426 5,874 6,705
37,168 33,023 16,737

Deferred:
Federal 1,317 (7,600) (71,391)
State 336 (765) (11,940)
Foreign 667 (435) (928)
2,320 (8,800) (84,259)
$39,488 $24,223 $(67,522)

Deferred taxes are recorded for differences between the financial state-
ment and tax basis of assets and liabilities using enacted tax rates in
effect for the year in which the differences are expected to reverse. The
components of the Company’s deferred income taxes recognized in the
financial statements are as follows at December 31:

2002 2001

Current deferred tax:

Accrued expenses $ 3,976 $ 6,978

Depreciation 24 1,913
Other 1,475 3,079
Accounts Receivable Allowance 1,012 1,237
6,487 13,207
Long term deferred tax:
Other intangible assets 9,654 5,378
Non compete agreements 22,446 24,302
Net operating loss carryforwards 3,034 4,191
Customer Lists (38,439) (42,080)
Sale of business 6,634 6,477
3,329 (1,732)
Valuation allowance (6,634) (6,477)
(3,305) (8,209)
Total $ 3,182 $§ 4,998

The long term deferred tax asset of $6,634 was recorded concurrently
with the sale of MarketWatch (see Note 4). The realization of this tax
asset is not within the control of the Company and as such a full valua-
tion allowance has been provided against this asset.

The Company has $8,669 of federal net operating loss carryforwards
that were obtained in the acquisition of Data Broadcasting Corporation.
IRS regulations and certain state regulations limit the usage of the net
operating loss carryforwards. The Company believes that based upon its
forecasts, these net operating loss carryforwards will be fully utilized.
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Income taxes computed using the federal statutory income tax rate differ
from the Company’s effective tax rate primarily due to the following:

Years Ended December 31,

2002 2001 2000

Statutory U.S. federal tax rate 35.0%  35.0% (35.0)%
State taxes, net of federal tax benefit 5.1 1.4 (2.5)
Foreign income taxed at

different statutory rates (.9) (2.4) (.2)
Basis difference in sale

of MarketWatch = — (3.1)
Nondeductible goodwill/other 2 38.0 4.0
Other, net = 3.0 4.8
Effective tax rate 39.4%  85.0% (32.0)%

16. RETIREMENT PLANS

PEARSON, INC. SAVINGS AND INVESTMENT PLAN

The Company’s U.S. employees are eligible to participate in a Pearson
subsidiary’s U.S. 401(k) Plan (the “401(k) Plan”). The 401(k) Plan
allows all employees to make contributions of a specified percentage of

- (continued)

their compensation, which is subject to a 50% employer match. The
401(k) Plan additionally allows certain employees to contribute amounts
above the specified percentage, which are not subject to any employer
match. Contributions made by the Company for the 401(k) Plan are
determined as a percentage of covered salary and amounted to $2,774,
$1,590, and $1,633 for the years ended December 31, 2002, 2001 and
2000, respectively.

In 2002, the Company introduced an additional discretionary 401(k) con-
tribution. This contribution is expected to be equivalent to 1.25% of eligi-
ble employee compensation and for the year ended December 31, 2002,
the Company recorded an expense of $1,100 for this benefit. The
Company expects to make this contribution in the second quarter of 2003.

PEARSON, INC. PENSION PLAN

Pearson Inc., a Pearson U.S. subsidiary, sponsors a defined benefit plan
(the “Plan”) for Pearson’s U.S. employees and the Plan also includes
certain of the Company’s U.S. employees. Pension costs are actuarially
determined. The Company funds pension costs attributable to its employ-
ees to the extent allowable under IRS regulations. In 2001, the Company
froze the benefits associated with this pension plan. There was no gain
or loss recorded as a result of the curtailment. In 2002, the valuation
date for the pension plan was changed from September to December.
There was no material impact to the financial results of the Company as
a result of this change.
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Presented below is certain financial information relating to the Company’s participation in the Plan:

Year Ended December 31,
2002 2001 2000

Change in benefit obligation:
Benefit obligation at beginning of year $ 6,484 $5,543
Service cost 137 2,127
Interest cost 446 427
Amendments 14 (9)
Impact of change in measurement date 116 —
Curtailment — (969)
Actuarial loss (gain) 1,616 (196)
Benefits paid (311) (439)

$ 8,502 $6,484
Change in plan assets:

$2,598 $1,789
Actual return on plan assets (460) (243)
Impact of change in measurement date 179 —
Employer contribution 2,105 1,491
Benefits paid (311) (439)
Fair value of plan assets at end of period $4,111 $2,598
Reconciliation of funded status:
Benefit obligation at end of year $ 8,502 $6,484
Fair value of plan assets at end of period 4111 2,598
Funded status at end of period 4,391 3,886
Unrecognized prior service cost 4 10
Unrecognized net actuarial loss (2,695) (370)
Net amount recognized $1,700 $3,526
Amounts recognized in the statement of financial position consist of:
Accrued benefit liability 4,395 3,526
Accumulated other comprehensive income 2,695 —
Net amount recognized 1,700 3,526
Components of net periodic benefit cost:
Service cost $§ 137 $2,127 $1,493
Interest cost 446 427 281
Expected return on plan assets (282) (160) (75)
Amortization of prior service costs (1) (21) (21)
Net periodic benefit cost $ 300 $2,373 $1,678
Weighted average assumptions:
Discount rate 6.75% 7.25%
Expected return on plan assets 8.50% 9.00%
Rate of compensation increase 4.50% 4.50%
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FOREIGN PENSION PLANS

Pearson and its subsidiaries maintain certain pension plans for which
certain non-U.S. employees of the Company are eligible to participate.
Information relating to the Company’s portion of the actuarial value of
plan benefits, asset values, and other pension disclosures pertaining to
these other Pearson plans are not separately determinable. Pension
expense incurred by the Company related to these plans for the years
ended December 31, 2002, 2001 and 2000 was $2,242, $1,870, and
$1,745, respectively.

Certain of the Company’s employees participate in Pearson equity based
employee benefit plans. For the years ended December 31, 2002, 2001
and 2000, the Company recorded costs of $0, $797 and $343, respec-
tively, related to the participation in these plans.

17. RELATED PARTY TRANSACTIONS

The Company and Pearson are parties to a management services agree-
ment that became effective as of February 29, 2000. Pearson owns
approximately 60% of the issued and outstanding common stock of the
Company This agreement governs the provision of services by either
company to the other and renews annually.

Pursuant to the agreement, Pearson provides certain services to the
Company and the Company provides certain services to Pearson. The
services provided by Pearson to the Company afford the Company
administrative convenience and the Company believes the terms of such
services are more favorable to it than if it had negotiated similar
arrangements with non-affiliated third parties. The services provided by
Pearson include administering 401(k) and employee health benefit plans
and insurance plans in the United States and United Kingdom and
billing, accounts payable, accounts receivable, computer and accounting
system support, financial accounting, tax and payroll services related to
certain subsidiaries of the Company, primarily in the United Kingdom.
The services provided by the Company to Pearson include information
technology and property services. A majority of the charges for services
to and from Pearson and its affiliates are at cost. Certain of the
Company’s directors are employees of Pearson. The independent com-
mittee of the Company’s Board of Directors, which consists of three
directors, none of whom are employees of Pearson, approved the man-
agement services agreement on behalf of the Company. There was no
material effect on the financial condition or results of operations of the
Company as a result of entering into this agreement. If Pearson’s services
to the Company were to be terminated, the Company would be required to
seek equivalent services in the open market at potentially increased costs.
In addition, the Company would lose the efficiencies of working in concert
with Pearson, and would bear the entire burden of administrating such

- (continued)

services, resulting in an increased demand on the Company’s administra-
tive resources. The management services agreement is amended from
time to time by mutual agreement to address changes in the terms or
services provided to or on behalf of the Company. Any such amendments
are approved by the independent committee.

In 2001, Pearson’s Financial Times Group entered into a trademark
license agreement with the Company authorizing the Company to use the
“FT” and “Financial Times” trademarks and logos in its business. The
license grants the Company the right to use the FT and Financial Times
brands for a five-year period for one British Pound with an automatic
renewal thereafter, unless terminated. The license is subject to quality
control standards, restrictions on sublicensing the trademarks to third
parties and certain other restrictions. The independent committee of the
Company’s Board of Directors approved this agreement on behalf of the
Company.

On March 26, 2001, the Company purchased used equipment comprised
of servers for an aggregate of $97 from FT.com, a wholly owned sub-
sidiary of Pearson. The purchase price was at or lower than discounts
offered elsewhere for comparable equipment. The purchase was
approved by the independent committee of the Board of Directors on
behalf of the Company.

Any amounts payable or receivable to and from Pearson or Pearson affil-
iates are classified as an affiliate transaction on the balance sheet. For
the years ended December 31, 2002, 2001 and 2000, the Company
incurred net (income)/expense of ($79), ($3,508), and $588 for these
services provided to Pearson and received from Pearson. In 2000, the
Company had an arrangement with a Pearson affiliate, Financial Times
Electronic Publishing (“FTEP”), for FTEP’s use of certain production equip-
ment. In 2000, the Company invoiced FTEP $4,465 for this service. The
Company recorded this transaction as a reduction to costs. This service
was not in effect for the years ended December 31, 2002 and 2001.

18. SEGMENT INFORMATION
The Company’s reportable segments are as follows:

Institutional Services — delivery of time sensitive pricing, dividend,
corporate action, hard-to-value unlisted fixed income instruments, and
descriptive information for more than 3.5 million securities traded around
the world, and fixed income portfolio analytics to institutional customers.
Retail Investor Services — delivery of real-time financial market infor-
mation primarily to retail customers.

The Company evaluates its segments on the basis of revenue, operating
income and earnings before interest, taxes, depreciation and amortiza-
tion, and equity in the loss of MarketWatch.
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The Company’s geographic distribution is as follows:

2002 2001 2000
Revenues
Institutional $334,992  $294440  $269,943 2 2001 2000
Retail Revenues
Broadcast 4,478 10,170 16,768 Europe 67,913 67,384 67,302
Total $375,015  $340,002  $314,138 Asia 4,974 4,599 4,836
Total $375,015 $340,002 $314,138
Income (loss) from
operations Identifiable assets
Institutional $129,661 $110,046 $ 84,883 United States $638,236 $587,745 $641,166
Retail 1,196 3,048 (962) Europe 121,976 106,228 96,769
Corporate and Asia 5,015 4,010 4,155
unallocated (1) (32,625) (87,441) (87,012) Total $765,227 $697,983 $742,090
Total $ 98,232 $ 25,653 $ (3,091)
19. SUBSEQUENT EVENT
Identifiable assets On January 16, 2003, the Company agreed to acquire from The McGraw-
Institutional $357,032 $251,735 $248,613 Hill Companies, Inc. the stock of ComStock and the assets of certain
) McGraw-Hill businesses in the United Kingdom, France, Australia,
fetall 12,003 13,567 36,087 Singapore and Hong Kong for $115,000. This transaction closed on
Corporate and unallocated = 396,192 432,681 457,390 February 28, 2003. The Company funded this acquisition from its exist-
Total $765,227 $697,983 $742,090 ing cash resources.

(1) Corporate and unallocated assets and loss in 2000 and 2001 from operations primarily
consists of goodwill and intangible amortization. In 2002, corporate and unallocated
assets and loss from operations primarily consists of intangible amortization. Because
the Companys chief operating decision maker does not use this information as a meas-

ure of each segments profit or loss, it has not been allocated to the segments.
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