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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements (unaudited)

MCF CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(unaudited)

Three Months Ended Six Months Ended

June 30,
2003

June 30,
2002

June 30,
2003

June 30,
2002

Revenue:
Commissions $ 1,722,758 $ 1,678,516 $ 3,002,599 $ 2,201,101
Principal transactions 516,183 106,168 731,523 124,776
Investment banking 340,865 220,743 712,740 246,416
Other �  3,300 �  28,827

Total revenue 2,579,806 2,008,727 4,446,862 2,601,120

Operating expenses:
Compensation and benefits 1,778,884 1,478,743 3,166,820 2,387,334
Brokerage and clearing fees 263,533 238,030 566,053 395,572
Professional services 144,886 129,917 228,975 270,036
Occupancy and equipment 85,809 44,797 159,981 125,220
Communications and technology 200,121 57,008 384,942 88,292
Depreciation and amortization 17,049 100,281 32,279 199,375
Other 343,248 358,180 780,061 537,965

Total operating expenses 2,833,530 2,406,956 5,319,111 4,003,794

Operating loss (253,724) (398,229) (872,249) (1,402,674)
Interest income 7,633 12,221 11,734 27,717
Interest expense (1,083,990) (363,848) (1,296,061) (727,620)
Gain on retirement of convertible note payable 3,088,230 �  3,088,230 �  

Income (loss) from continuing operations 1,758,149 (749,856) 931,654 (2,102,577)
Loss from discontinued operations �  �  �  (262,843)

Net income (loss) $ 1,758,149 $ (749,856) $ 931,654 $ (2,365,420)

Basic net income (loss) per share:
Income (loss) from continuing operations $ 0.05 $ (0.04) $ 0.01 $ (0.11)

Income (loss) from discontinued operations $ �  $ �  $ �  $ (0.01)

Net income (loss) $ 0.05 $ (0.04) $ 0.01 $ (0.12)
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Diluted net income (loss) per share:
Income (loss) from continuing operations $ 0.04 $ (0.04) $ 0.01 $ (0.11)

Income (loss) from discontinued operations $ �  $ �  $ �  $ (0.01)

Net income (loss) $ 0.04 $ (0.04) $ 0.01 $ (0.12)

Weighted average common shares outstanding:
Basic 26,120,020 20,292,922 24,827,978 20,111,950
Diluted 32,846,345 20,292,922 27,286,542 20,111,950

The accompanying notes are an integral part of these condensed consolidated financial statements

2
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MCF CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

(unaudited)

June 30,
2003

December 31,
2002

ASSETS
Cash and cash equivalents $ 2,989,759 $ 1,402,627
Securities owned:
Marketable, at fair value 1,233,512 764,421
Not readily marketable, at estimated fair value 22,903 16,067
Restricted cash 610,240 610,240
Due from clearing broker 172,198 124,053
Accounts receivable, net 54,549 27,661
Equipment and fixtures, net 150,781 49,216
Debt issuance costs 74,396 612,673
Prepaid expenses and other assets 367,479 162,169

Total assets $ 5,675,817 $ 3,769,127

LIABILITIES AND STOCKHOLDERS� EQUITY (DEFICIT)

Accounts payable $ 320,871 $ 112,041
Commissions payable 563,310 325,351
Accrued liabilities 728,428 342,454
Due to clearing and other brokers 22,345 63,550
Securities sold, not yet purchased 176,595 �  
Deferred revenue 25,000 �  
Capital lease obligation 4,456 �  
Convertible notes payable, net 1,142,159 8,055,085
Notes payable 1,449,122 400,000

Total liabilities 4,432,286 9,298,481

Commitments and contingencies

Stockholders� equity (deficit):
Preferred stock, Series A - $0.0001 par value; 2,000,000 shares authorized; 619,999 and 499,999
shares issued and outstanding as of June 30, 2003 and December 31, 2002, respectively; aggregate
liquidation preference of $1,899,010 as of June 30, 2003 62 50
Preferred stock, Series B - $0.0001 par value; 12,500,000 shares authorized; 8,750,000 shares issued
and outstanding as of June 30, 2003; aggregate liquidation preference of $13,125 as of June 30, 2003 875 �  
Preferred stock, Series C - $0.0001 par value; 14,200,000 shares authorized; 11,800,000 shares
issued and outstanding as of June 30, 2003; aggregate liquidation preference of $1,875 as of June 30,
2003 1,180 �  
Common stock, $0.0001 par value; 300,000,000 shares authorized; 26,673,526 and 23,521,580
shares issued and outstanding as of June 30, 2003 and December 31, 2002, respectively 2,667 2,352
Additional paid-in capital 92,617,727 86,156,666
Accumulated deficit (91,015,327) (91,324,769)
Treasury stock (363,653) (363,653)

Total stockholders� equity (deficit) 1,243,531 (5,529,354)
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Total liabilities and stockholders� equity (deficit) $ 5,675,817 $ 3,769,127

The accompanying notes are an integral part of these condensed consolidated financial statements.
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MCF CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)

Six Months Ended June 30,

2003 2002

Cash flows from operating activities:
Net income (loss) $ 931,654 $ (2,365,420)
Adjustments to reconcile net income (loss) to net cash used in operating activities:
Gain on retirement of convertible note payable (3,088,230) �  
Depreciation and amortization 32,279 199,375
Common stock issued for services �  83,338
Stock options and warrants granted or modified 76,381 363,192
Amortization of discounts on convertible notes payable 523,959 201,967
Amortization of debt issuance costs 538,277 34,060
Gain on securities owned �  (7,298)
Common stock received for advisory services (1,250) (11,000)
Changes in operating assets and liabilities:
Assets and liabilities of discontinued operations �  63,149
Marketable securities owned (298,082) (220,948)
Due from clearing broker (48,145) (726,540)
Accounts receivable (26,888) (67,500)
Prepaid expenses and other assets (240,535) 61,218
Accounts payable 208,830 150,014
Commissions payable 237,959 436,896
Accrued liabilities 321,974 153,231
Due to clearing and other brokers (41,205) 89,640
Deferred revenue 25,000 30,833

Net cash used in operating activities (848,022) (1,531,793)
Cash flows from investing activities:
Purchase of equipment and fixtures (129,293) (3,109)
Proceeds from sale of discontinued operations �  300,000

Net cash provided by (used in) investing activities (129,293) 296,891
Cash flows from financing activities:
Proceeds from the issuance of Series B preferred stock 1,750,000 �  
Proceeds from the issuance of Series C preferred stock 250,000 �  
Proceeds from the issuance of convertible notes payable 1,000,000 �  
Proceeds from the exercise of stock options and warrants 71,420 �  
Cash used to retire convertible notes payable (500,000) �  
Debt service payments (6,973)
Debt issuance costs �  (22,500)

Net cash provided by (used in) financing activities 2,564,447 (22,500)

Increase (decrease) in cash and cash equivalents 1,587,132 (1,257,402)
Cash and cash equivalents at beginning of period 1,402,627 4,358,091

Cash and cash equivalents at end of period $ 2,989,759 $ 3,100,689
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The accompanying notes are an integral part of these condensed consolidated financial statements.
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MCF CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

1. Significant Accounting Policies

Basis of Presentation

On July 22, 2003, Ratexchange Corporation changed its name to MCF Corporation. The interim financial statements included herein for MCF
Corporation, or the Company, have been prepared, without audit, pursuant to the rules and regulations of the Securities and Exchange
Commission. In the opinion of management, the financial statements included in this report reflect all normal recurring adjustments that the
Company considers necessary for the fair presentation of the results of operations for the interim periods covered and the financial position of
the Company at the date of the interim statement of financial condition. Certain information and footnote disclosures normally included in
annual financial statements prepared in accordance with accounting principles generally accepted in the United States have been condensed or
omitted pursuant to such rules and regulations. However, the Company believes that the disclosures are adequate to understand the information
presented. The operating results for interim periods are not necessarily indicative of the operating results for the entire year. These financial
statements should be read in conjunction with the Company�s 2002 audited consolidated financial statements and notes thereto included in the
Company�s Annual Report on Form 10-K for the year ended December 31, 2002.

Commissions and Principal Transactions Revenue

Our institutional brokerage activities derive revenue from agency commissions and principal transactions. Agency commission revenue includes
revenue resulting from executing stock exchange-listed securities, over-the counter securities and other transactions as agent. Principal
transactions consist of a portion of dealer spreads attributed to the Company�s securities trading activities as principal in NASDAQ-listed and
other securities, and include transactions derived from activities as a market-maker. Additionally, principal transactions include gains and losses
resulting from market price fluctuations that occur while holding positions in trading security inventory. Revenue generated from institutional
brokerage transactions and related expenses are recorded on a trade date basis.

Investment Banking Revenue

Investment banking revenue represents fees earned from private placement offerings, mergers and acquisitions, financial restructuring and other
advisory services provided to clients. Investment banking fees are recorded as revenue when the related service has been rendered and the client
is contractually obligated to pay. Certain fees received in advance of services rendered are recognized as revenue over the service period.

Stock-Based Compensation
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The Company uses the intrinsic value-based method in accordance with Accounting Principles Board, or APB, Opinion No. 25, Accounting for
Stock Issued to Employees, to account for employee stock-based compensation. Accordingly, compensation cost is recorded on the date of grant
to the extent the fair value of the underlying share of common stock exceeds the exercise price for a stock option or the purchase price for a
share of common stock. Such compensation cost is amortized on a straight-line basis over the vesting period of the individual award. Pursuant to
Statement of Financial Accounting Standards, or SFAS, No. 123, Accounting for Stock-Based Compensation, the Company discloses the pro
forma effect of using the fair value method of accounting for employee stock-based compensation. Stock-based awards granted to nonemployees
are accounted for pursuant to the fair value method in SFAS No. 123 and Issue No. 96-18 of the Emerging Issues Task Force. The associated
expense is measured and recognized by the Company over the period the services are performed by the nonemployee.

In December 2002, the Financial Accounting Standards Board, or FASB, issued SFAS No. 148, Accounting for Stock-Based
Compensation-Transition and Disclosure. SFAS 148 amends SFAS 123 to provide alternative methods of transition for a voluntary change to
the fair value based method of accounting for stock-based employee compensation. In addition, SFAS 148 amends the disclosure requirements
of SFAS 123 to require prominent disclosures 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. SFAS 148 is effective for financial statements for fiscal years
ending after December 15, 2002.

5
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The Company has elected to continue to account for its stock-based compensation in accordance with the provisions of APB 25 and present the
pro forma disclosures required by SFAS 123 as amended by SFAS 148. Stock-based employee compensation for the three months and six
months ended June 30, 2003 and 2002 was accounted for under the intrinsic value method and, therefore, no compensation expense was
recognized for those stock options that had no intrinsic value at the date of grant.

If the Company was to recognize compensation expense over the relevant service period under the fair value method with respect to stock
options granted for the three months and six months ended June 30, 2003 and all prior periods, net income (loss) would have changed, resulting
in pro forma net income (loss) and pro forma net income (loss) per share as presented below:

Three Months Ended June 30, Six Months Ended June 30,

2003 2002 2003 2002

Net income (loss), as reported $ 1,758,149 $ (749,856) $ 931,654 $ (2,365,420)
Add: Stock-based employee compensation expense included in the
reported net income (loss) 31,250 97,250 62,500 151,046
Less: Stock-based employee compensation expense determined under fair
value method for all awards (633,925) (720,795) (1,366,193) (1,955,370)

Pro forma net income (loss) $ 1,155,474 $ (1,373,401) $ (372,039) $ (4,169,744)

Net income (loss) per share, as reported:
Basic $ 0.05 $ (0.04) $ 0.01 $ (0.12)

Diluted $ 0.04 $ (0.04) $ 0.01 $ (0.12)

Net income (loss) per share, pro forma:
Basic $ 0.02 $ (0.07) $ (0.04) $ (0.21)

Diluted $ 0.02 $ (0.07) $ (0.04) $ (0.21)

Newly Issued Accounting Standards

In April 2003, the FASB issued SFAS No. 149, �Amendment of Statement 133 on Derivative Instruments and Hedging Activities.� SFAS No. 149
amends and clarifies accounting for derivative instruments, including certain derivative instruments embedded in other contracts, and for
hedging activities under SFAS No. 133. The statement requires that contracts with comparable characteristics be accounted for similarly and
clarifies when a derivative contains a financing component that warrants special reporting in the statement of cash flows. SFAS No. 149 is
effective for contracts entered into or modified after June 30, 2003, except in certain circumstances, and for hedging relationships designated
after June 30, 2003. The Company does not expect that the adoption of this standard will have a material effect on its financial position or results
of operations.

In May 2003, the FASB issued SFAS No. 150, �Accounting for Certain Financial Instruments with Characteristics of both Liabilities and Equity.�
This Statement establishes standards for how an issuer classifies and measures in its statement of financial position certain financial instruments
with characteristics of both liabilities and equity. It requires that an issuer classify a financial instrument that is within its scope as a liability (or
an asset in some circumstances) because that financial instrument embodies an obligation of the issuer. This Statement is effective for financial
instruments entered into or modified after May 31, 2003, and otherwise is effective at the beginning of the first interim period beginning after
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June 15, 2003, except for mandatorily redeemable financial instruments of nonpublic entities. The Company does not expect that the adoption of
this standard will have a material effect on its financial position or results of operations.

In November 2002, the Emerging Issues Task Force, or EITF, reached a consensus on Issue No. 00-21, Revenue Arrangements with Multiple
Deliverables. EITF Issue No. 00-21 provides guidance on how to account for arrangements that involve the delivery or performance of multiple
products, services and/or rights to use assets. The provisions of EITF Issue No. 00-21 will apply to revenue arrangements entered into in fiscal
periods beginning after June 15, 2003. Management does not believe the adoption of this Standard will have a material effect on the Company�s
financial position or results of operations.

In November 2002, the FASB issued FASB Interpretation, or FIN, No. 45, Guarantor�s Accounting and Disclosure Requirements for
Guarantees, Including Indirect Guarantees of Indebtedness of Others. FIN No. 45

6
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clarifies the requirements of SFAS No. 5, Accounting for Contingencies, relating to the guarantor�s accounting for and disclosures of certain
guarantees issued. The initial recognition and measurement provisions of the Interpretation are applicable on a prospective basis to guarantees
issued or modified after December 31, 2002, irrespective of the guarantor�s fiscal year-end. The adoption of this Interpretation did not have a
material effect on the Company�s financial position or results of operations.

In January 2003, the FASB issued FIN No. 46, Consolidation of Variable Interest Entities. FIN No. 46 clarifies the application of Accounting
Research Bulletin No. 51, Consolidated Financial Statements, to certain entities in which equity investors do not have the characteristics of a
controlling financial interest or in which equity investors do not bear the residual economic risks. The Interpretation applies to variable interest
entities, or VIEs, created after January 31, 2003, and to VIEs in which an enterprise obtains an interest after that date. It applies in the fiscal year
or interim period beginning after June 15, 2003, to VIEs in which an enterprise holds a variable interest that was acquired before February 1,
2003. Management does not believe the adoption of this Interpretation will have a material effect on the Company�s financial position or results
of operations.

Reclassification

Certain prior year amounts have been reclassified to conform to current year consolidated financial statement presentation.

2. Earnings (Loss) per Share

The following is a reconciliation of the basic and diluted net income (loss) available to common stockholders and the number of shares used in
the basic and diluted net income (loss) per share computations for the periods presented:

Three Months Ended June 30, Six Months Ended June 30,

2003 2002 2003 2002

Net income (loss) $ 1,758,149 $ (749,856) $ 931,654 $ (2,365,420)
Deemed dividend for issuance of preferred stock (537,602) � (537,602) �
Preferred stock dividends (42,903) (53,282) (84,611) (135,782)

Net income (loss) available to common stockholders � basic 1,177,644 (803,138) 309,441 (2,501,202)
Interest and dividends on dilutive common shares 76,961 � 13,961 �

Net income (loss) available to common stockholders - diluted $ 1,254,605 $ (803,138) $ 323,402 $ (2,501,202)

Weighted-average number of common shares � basic 26,120,020 20,292,922 24,827,978 20,111,950
Exercise or conversion of all potentially dilutive common shares
outstanding 6,726,325 � 2,458,564 �

Weighted-average number of common shares � diluted 32,846,345 20,292,922 27,286,542 20,111,950

Basic net income (loss) per common share $ 0.05 $ (0.04) $ 0.01 $ (0.12)
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Diluted net income (loss) per common share $ 0.04 $ (0.04) $ 0.01 $ (0.12)

Basic earnings (loss) per share is computed by dividing net income (loss), less accrued dividends on preferred stock, by the weighted average
number of common shares outstanding. Diluted earnings per share is calculated for the three and six months ended June 30, 2003 by dividing net
income, less accrued dividends on preferred stock, by the weighted average number of common shares used in the basic earnings per share
calculation plus the number of common shares that would be issued assuming exercise or conversion of all potentially dilutive common shares
outstanding. Diluted loss per share is unchanged from basic loss per share for the three and six month ended June 30, 2002, because the addition
of common shares that would be issued assuming exercise or conversion would be anti-dilutive.

7
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Shares used in the diluted net income (loss) per share computation in the above table include the dilutive impact of the Company�s stock options
and warrants. The impact of the Company�s stock options and warrants on shares used for the diluted earnings per share computation is
calculated based on the average share price of the Company�s common stock for each period using the treasury stock method. Under the treasury
stock method, the tax-effected proceeds that would be hypothetically received from the exercise of all stock options and warrants with exercise
prices below the average share price of the Company�s common stock are assumed to be used to repurchase shares of the Company�s common
stock. The dilutive impact of the Company�s stock options was calculated using an average price of the Company�s common stock of $0.37 and
$0.31 per share for the three and six months ended June 30, 2003, respectively. Because the Company reported a net loss during the three and six
months ended June 30, 2002, the Company excluded the impact of all stock options and warrants in the computation of dilutive earnings per
share, as their effect would be anti-dilutive.

The Company excludes all potentially dilutive securities from its diluted net income (loss) per share computation when their effect would be
anti-dilutive. The following common stock equivalents were excluded from the earnings per share computation, as their inclusion would have
been anti-dilutive:

Three Months Ended June 30, Six Months Ended June 30,

2003 2002 2003 2002

Stock options and warrants excluded due to the exercise price exceeding the
average fair value of the Company�s common stock during the period 12,676,694 19,997,586 15,421,177 15,720,191
Weighted average stock options and warrants, calculated using the treasury stock
method, that were excluded due to the Company reporting a net loss during the
period �  80,478 �  501,046
Weighted average shares issuable upon conversion of the convertible notes payable 7,681,912 9,459,459 9,177,243 9,459,459
Weighted average shares issuable upon conversion of the convertible preferred
stock 9,293,956 1,647,793 5,292,650 1,710,222

Total common stock equivalents excluded from diluted net income (loss) per share 29,652,562 31,185,316 29,891,070 27,390,918

3. Capital Transactions

Issuance of Convertible Preferred Stock and Notes Payable

In April 2003, the Company completed a private placement financing with gross proceeds of $2,750,000. The Company issued 8,750,000 shares
of Series B convertible preferred stock at a purchase price of $0.20 per share and convertible promissory notes with aggregate principal of
$1,000,000. The preferred stock can be converted by the holders at a ratio of 1:1 into the Company�s common stock. The promissory notes can be
converted to common stock at a rate of $0.20 per share. In connection with the private placement, the Company also issued warrants to purchase
3,437,500 shares of common stock. The warrants issued to the holders of Series B preferred stock have an exercise price of $0.30 per share and a
three-year term. The warrants issued to the holders of the convertible promissory notes have an exercise price of $0.30 per share and a five-year
term. The transaction included officers of MCF Corporation, institutions and accredited investors. The convertible notes were recorded in the
statements of financial condition during the second quarter of 2003 net of discounts resulting from the relative fair value of the stock warrants
and beneficial conversion feature totaling $258,000. The discount will be amortized over the five-year term.

In April 2003, the Company completed a private placement financing with gross proceeds of $250,000. The Company issued 1,000,000 shares
of Series C convertible preferred stock at a purchase price of $0.25 per share. The preferred stock can be converted by the holders at a ratio of

Edgar Filing: MCF CORP - Form 10-Q

16



1:1 into the Company�s common stock. In connection with the private placement, the Company also issued warrants to purchase 250,000 shares
of common stock. The warrants issued to the holders of Series C preferred stock have an exercise price of $0.30 per share and a three-year term.
The transaction included institutions and accredited investors.
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Retirement of Convertible Note Payable held by Forsythe

In April 2003, the Company exercised its right to cancel the convertible promissory note held by Forsythe McArthur Associates, Inc., or
Forsythe, dated September 1, 2001 with principal sum of $5,949,042 and accruing interest at a rate equal to 9.0% per annum. Forsythe received
the following restructured consideration in full and complete satisfaction of all obligations owed to it by the Company:

a. $500,000 in cash;
b. 2,000,000 shares of the Company�s common stock, including demand registration rights; and
c. a new promissory note of principal sum equal to $1,000,000 bearing interest at 3.5% per annum payable quarterly in cash, maturing

on December 31, 2005.

The fair value of the 2,000,000 shares of common stock issued was $400,000. The new promissory note was recorded at face value plus the sum
of gross future contractual interest payments amounting to $105,000. The total value of the consideration provided to Forsythe to retire the
convertible note was $2,005,000. The carrying value of the convertible note at the time of retirement, net of certain discounts, was $5,093,000.
The Company recorded a gain in the amount of $3,088,000 as a result this transaction.

Exchange of Convertible Notes Payable for Preferred Stock

In 2001, the Company completed private offerings of convertible notes, in an aggregate principal amount of $3.5 million, due December 31,
2011. The notes bear interest at 12% per annum and may be converted into shares of the Company�s common stock at the election of the holder
anytime before their maturity or their redemption or repurchase by the Company. The conversion rate is 2,703 shares of common stock per each
$1,000 principal amount of notes. Prior to June 30, 2003, certain investors converted their notes with a principal amount of $350,000 into
common stock.

In June 2003, the stockholders of the Company approved the offer to exchange the current convertible notes for Series C convertible preferred
stock. On June 30, 2003, investors elected to exchange their notes with a principal amount of $2.7 million for 10,800,000 shares of Series C
preferred stock. The Series C convertible preferred stock is convertible on demand of the holder into common stock at a ratio of 1:1. The holders
of the Series C preferred stock will receive an annual dividend at the rate of 3.0% per annum, paid in cash and registration rights for the
underlying common stock.

4. Regulatory Requirements

Merriman Curhan Ford & Co., previously known as RTX Securities Corporation, is a wholly-owned subsidiary of MCF Corporation. Merriman
Curhan Ford & Co., or MCF & Co., is a broker-dealer subject to Rule 15c3-1 of the Securities Exchange Act of 1934, which specifies uniform
minimum net capital requirements, as defined, for their registrants. As of June 30, 2003, MCF & Co. had regulatory net capital, as defined, of
$831,000, which exceeded the amount required by $664,000. MCF & Co. is exempt from Rules 15c3-3 and 17a-13 under the Securities Act of
1934 because it does not carry customer accounts, nor does it hold customer securities or cash.

5. Subsequent Events
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On July 3, 2003, the Company filed a registration statement on Form S-3 covering the offer for resale by selling shareholders of 5,652,262
shares of common stock currently outstanding and a further 36,345,946 shares issuable upon conversion of notes payable and preferred stock
and exercise of stock warrants.
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ITEM 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations

This Quarterly Report on Form 10-Q, including this Management�s Discussion and Analysis of Financial Condition and Results of Operations
contains forward-looking statements regarding future events and our future results that are based on current expectations, estimates, forecasts,
and projections about the industries in which we operate and the beliefs and assumptions of our management. Words such as �may,� �will,� �should,�
�expects,� �anticipates,� �targets,� �goals,� �projects,� �intends,� �plans,� �believes,� �seeks,� �estimates,� �predicts,� �potential� or �continue,� variations of such words,
and similar expressions are intended to identify such forward-looking statements. In addition, any statements that refer to projections of our
future financial performance, our anticipated growth and trends in our businesses, and other characterizations of future events or circumstances,
are forward-looking statements. Readers are cautioned that these forward-looking statements are only predictions and are subject to risks,
uncertainties, and assumptions that are difficult to predict. Therefore, actual results may differ materially and adversely from those expressed in
any forward-looking statements. Readers are referred to risks and uncertainties identified under �Risk Factors� beginning on Page 17 and
elsewhere herein. We undertake no obligation to revise or update publicly any forward-looking statements for any reason.

Overview

We are a securities broker-dealer and investment bank serving emerging growth companies and institutional investors. We provide sales and
trading services primarily to institutions, as well as advisory and investment banking services to our corporate clients. Our Merriman Curhan
Ford & Co. subsidiary is registered with the Securities and Exchange Commission as a broker-dealer and is a member of the National
Association of Securities Dealers, Inc.

Our aim is to fill the void in San Francisco-based investment banking services for emerging-growth companies by offering research, brokerage,
investment banking, advisory and corporate services for our institutional and corporate clients. By the end of the 1990�s, many of the investment
banking firms that previously served emerging-growth companies were acquired by large commercial banks and subsequently refocused to serve
larger clients and larger transactions. We plan to fill this gap by originating differentiated research for our institutional investor clients and
providing specialized services for our emerging-growth corporate clients. The market sectors for our research focus include technology,
telecommunications, consumer growth and life technology. Within these sectors, the industries covered include branded consumer,
communications and networking, data storage, enterprise software, entertainment and leisure, health enabling technology and service, restaurant,
specialty consumer finance and wireless telecommunication. Our mission is to become a leader in the researching, advising, financing and
trading of emerging growth companies.

Business Environment

The weak global and US economic conditions that existed in 2002 and in the first quarter of 2003 continued into the second quarter of 2003. The
continued lack of capital spending, prolonged slump in the labor markets and high energy prices contributed to difficult market conditions.
However, geopolitical tensions subsided during the second quarter of 2003. In addition, there was growing sentiment that the economy and
corporate profits were strengthening and, as a result, consumer confidence increased during the quarter. The major equity indices were all up for
the quarter ended June 30, 2003.

Our securities broker-dealer and investment banking activities are linked to the capital markets. In addition, our business activities are focused in
the technology, telecommunications, consumer growth and life technology sectors. By their nature, our business activities are highly competitive
and are not only subject to general market conditions, volatile trading markets and fluctuations in the volume of market activity, but also to the
conditions affecting the companies and markets in our areas of focus.
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Fluctuations in revenues also occur due to the overall level of market activity, which, among other things, affects the flow of investment dollars
and the size, number and timing of investment banking transactions. In addition, a downturn in the level of market activity can lead to a decrease
in brokerage commissions. Therefore, revenues in any particular period may not be representative of full-year results and may vary significantly
from year to year and from quarter to quarter.
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The financial services industry continues to be affected by an increasingly competitive environment. The relaxation of banks� barriers to entry
into the securities industry and expansion by insurance companies into traditional brokerage products, coupled with the repeal of laws separating
commercial and investment banking activities, has increased the number and size of companies competing for a similar customer base. Many of
such competitors have greater capital resources and additional associated services with which to pursue these activities.

Critical Accounting Policies and Estimates

The condensed consolidated financial statements are prepared in accordance with accounting principles generally accepted in the United States,
which require us 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, we evaluate our estimates, including those related to bad debts, stock-based
compensation, income taxes, and contingencies and litigation. We base our 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 carrying values of
assets and liabilities that are not readily apparent from other sources. Actual results could differ from those estimates. We believe the following
critical accounting policies affect our more significant judgments and estimates used in the preparation of our condensed consolidated financial
statements.

Revenue Recognition

Revenue generated from institutional brokerage transactions and related expenses are recorded on a trade date basis. Investment banking fees are
recorded as revenue when the related service has been rendered and the client is contractually obligated to pay. Certain fees received in advance
of services rendered are recognized as revenue over the service period.

Allowance for doubtful accounts

We maintain an allowance for doubtful accounts for estimated losses resulting from the inability or unwillingness of our customers to make
required payments. If the financial condition of our customers were to deteriorate, resulting in an impairment of their ability to make payments,
additional allowances may be required.

Stock-Based Compensation

We utilize the Black-Scholes option pricing model to estimate the fair value of stock options and warrants granted to non-employees. The
Black-Scholes option pricing model was developed for use in estimating the fair value of traded options that have no vesting restrictions and are
fully transferable. In addition, option pricing models require the input of highly subjective assumptions including the expected stock price
volatility. We use projected volatility rates, which are based upon historical volatility rates trended into future years. Our stock options and
warrants have characteristics significantly different from those of traded options, and changes in the subjective input assumptions can materially
affect the fair value estimates.

Deferred Tax Valuation Allowance
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We have concluded that it is more likely than not that our deferred tax assets as of June 30, 2003 and December 31, 2002 will not be realized
based on the scheduling of deferred tax liabilities and projected taxable income. The amount of the deferred tax assets actually realized,
however, could vary if there are differences in the timing or amount of future reversals of existing deferred tax liabilities or changes in the actual
amounts of future taxable income. Should we determine that we will be able to realize all or part of the deferred tax asset in the future, an
adjustment to the deferred tax asset will be recorded in the period such determination is made.

Financial Condition

June 30, 2003 Compared to December 31, 2002

Cash and cash equivalents

Cash and cash equivalents increased by $1,587,000, or 113%, from $1,403,000 as of December 31, 2002 to $2,990,000 as of June 30, 2003.
Cash and cash equivalents was higher primarily as the result of proceeds from the issuance of Series B and Series C convertible preferred stock
and convertible notes payable amounting to
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$3,000,000, partially offset by cash used to retire a convertible note payable, net cash used in our operating activities and the purchase of
equipment and fixtures during the six month period ended June 30, 2003.

Marketable securities owned

Marketable securities owned increased by $470,000, or 62%, from $764,000 as of December 31, 2002 to $1,234,000 as of June 30, 2003. We
increased the level of proprietary positions in equity securities during the six months ended June 30, 2003. The level of security positions
fluctuates significantly during a given period and is determined by management based upon expectations of short-term movements in securities
and markets.

Debt Issuance Costs

Debt issuance costs decreased by $539,000, or 88%, from $613,000 as of December 31, 2002 to $74,000 as of June 30, 2003. The decrease was
primarily attributed to accelerated amortization related to the convertible notes payable that were converted to common stock or exchanged for
Series C convertible preferred stock.

Convertible Notes Payable

Convertible notes payable decreased by $6,913,000, or 86%, from $8,055,000 as of December 31, 2002 to $1,142,000 as of June 30, 2003. The
decrease was due to (i) the retirement of the convertible note payable held by Forsythe, (ii) the conversion of notes payable to common stock and
(iii) the exchange of convertible notes payable for Series C convertible preferred stock.

Notes Payable

Notes payable increased by $1,049,000, or 262%, from $400,000 as of December 31, 2002 to $1,449,000 as of June 30, 2003. The increase was
primarily the result of the issuance of a $1,000,000 note payable to Forsythe in connection with the retirement of the convertible note payable.

Additional Paid-In Capital

Additional Paid-in Capital increased by $6,461,000, or 7%, from $86,157,000 as of December 31, 2002 to $92,618,000 as of June 30, 2003. The
increase was attributed to (i) issuance of Series B and Series C convertible preferred stock with detachable stock warrants, (ii) the issuance of
common stock in connection with the retirement of the Forsythe convertible note payable, (iii) the conversion of notes payable to common stock,
(iv) the exercise of stock options and stock warrants, (v) the accrual of Series A preferred stock dividends and (vi) the amortization of
stock-based compensation.
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Results of Operations

Three Months ended June 30, 2003 Compared to Three Months ended June 30, 2002

Revenue

Revenue from continuing operations was $2,580,000 and $2,009,000 during the three months ended June 30, 2003 and 2002, respectively. The
increase in revenue of approximately $571,000, or 28%, from 2002 to 2003 was attributed to the growth of our securities broker-dealer
operations.

Agency commissions amounted to $1,723,000, or 67%, of our revenue during the three months ended June 30, 2003. This represented a 3%
increase over the $1,679,000 recognized during the three months ended June 30, 2002. The higher agency commissions were primarily attributed
to the hiring of additional sales and research professionals and an increase in the number of active client accounts during 2003 as compared to
the similar period in 2002.

Principal transactions revenue, including market making and proprietary trading for our own account, amounted to $516,000, or 20%, of our
revenue during the three months ended June 30, 2003. This represented a 387% increase compared to the $106,000 recognized during the three
months ended June 30, 2002. We began our proprietary trading activities during the third quarter of 2002 and our market making activities
during the fourth quarter of 2002.
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Investment banking revenue amounted to $341,000, or 13%, of our revenue during the three months ended June 30, 2003. This represented a
54% increase compared to the $221,000 recognized during the three months ended June 30, 2002. Investment banking revenue resulted
primarily from advisory service fees in connection with the closing of two transactions in each period.

During the three months ended June 30, 2003, no customer accounted for more than 10% of our revenue from continuing operations, while one
customer accounted for 38% of our revenue from continuing operations during the three months ended June 30, 2002. During the three months
ended June 30, 2003, two sales professionals each accounted for more than 10% of our revenue from continuing operations and combined
accounted for 38%. One sales professional accounted for 65% of our revenue from continuing operations during the three months ended June 30,
2002.

Compensation and Benefits

Compensation and benefits expense was $1,779,000 and $1,479,000 during the three months ended June 30, 2003 and 2002, respectively. The
increase of approximately $300,000, or 20%, from 2002 to 2003 was due primarily to higher commissions and variable compensation.
Additionally, our headcount has increased from 26 in June 2002 to 56 in June 2003.

Brokerage and Clearing Fees

Brokerage and clearing fees were $264,000 and $238,000 during the three months ended June 30, 2003 and 2002, respectively. The increase of
approximately $26,000, or 11%, from 2002 to 2003 was due to greater volume of brokerage transactions during the second quarter of 2003 as
compared to the similar period in 2002. Merriman Curhan Ford & Co., formerly RTX Securities, is a fully-disclosed broker-dealer, which has
engaged a third party clearing broker to perform all of the clearance functions. The clearing broker-dealer processes and settles the customer
transactions for MCF & Co. and maintains the detailed customer records. Additionally, security trades are executed by third-party broker-dealers
and electronic trading systems.

Professional Services

Professional services expense was $145,000 and $130,000 during the three months ended June 30, 2003 and 2002, respectively. The increase of
approximately $15,000, or 12%, from 2002 to 2003 was primarily attributed to costs related to filing registration statements with the Securities
and Exchange Commission.

Occupancy and Equipment

Occupancy and equipment expense was $86,000 and $45,000 during the three months ended June 30, 2003 and 2002, respectively. The increase
of approximately $41,000, or 91%, from 2002 to 2003 resulted mostly from the increase in office space rented due to the continued hiring of
institutional brokerage and investment banking professionals.
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Communications and Technology

Communications and technology expense was $200,000 and $57,000 during the three months ended June 30, 2003 and 2002, respectively. The
increase of approximately $143,000, or 251%, from 2002 to 2003 was due to higher telephone and data service fees incurred in our brokerage
operations during 2003. The higher telephone and data service charges are the result of increased headcount and the opening of offices in
California and Massachusetts.

Depreciation and Amortization

Depreciation and amortization expense was $17,000 and $100,000 during the three months ended June 30, 2003 and 2002, respectively. The
decrease of approximately $83,000, or 83 %, from 2002 to 2003 was due primarily to the disposal of equipment and fixtures not utilized during
the fourth quarter of 2002. We purchased $76,000 of equipment and fixtures and did not dispose of any equipment or fixtures during the first six
months of 2003.
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Other Operating Expenses

Other operating expense was $343,000 and $358,000 during the three months ended June 30, 2003 and 2002, respectively. The decrease of
approximately $15,000, or 4%, from 2002 to 2003 was attributed to our various efforts to minimize our operating expenses.

Interest Income

Interest income was $8,000 and $12,000 during the three months ended June 30, 2003 and 2002, respectively. The decrease of approximately
$4,000, or 33%, from 2002 to 2003 was due to a lower average balance of interest earning assets, which decreased during the three months
ended June 30, 2003 as compared to the similar period in 2002.

Interest Expense

Interest expense was $1,084,000 and $364,000 during the three months ended June 30, 2003 and 2002, respectively. The 2003 amount included
$114,000 for interest expense and $970,000 for amortization of discounts and debt issuance costs, while the 2002 amount included $246,000 for
interest expense and $118,000 for amortization of discounts and debt issuance costs. The decline in interest expense resulted from the modified
terms of the convertible note payable held by Forsythe, which became effective January 1, 2003.

Gain on Retirement of Convertible Note Payable

In April 2003, we exercised our right to cancel the convertible promissory note held by Forsythe with the principal sum of $5,949,042. The fair
value of the consideration provided to Forsythe was less than the carrying amount of the convertible note payable. The difference between the
fair value of the consideration provided to Forsythe and the carrying amount of the note payable was recorded as a gain in condensed
consolidated statements of operations.

Income Taxes

Although we reported net income during the three months ended June 30, 2003, we continued to incur operating losses. Accordingly, we have
not provided for income taxes in the current period. If we report net income for the full year ending December 31, 2003, we believe that we have
adequate net operating loss and tax credit carryforwards available to offset all or substantially all of any future provision for income taxes related
to our results of operations for this period.

Six Months ended June 30, 2003 Compared to Six Months ended June 30, 2002

Revenue
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Revenue from continuing operations was $4,447,000 and $2,601,000 during the six months ended June 30, 2003 and 2002, respectively. The
increase in revenue of approximately $1,846,000, or 71%, from 2002 to 2003 was attributed to the growth of our securities broker-dealer
operations.

Agency commissions amounted to $3,003,000, or 68%, of our revenue during the six months ended June 30, 2003. This represented a 36%
increase over the $2,201,000 recognized during the six months ended June 30, 2002. The higher agency commissions were primarily attributed
to the hiring of additional sales and research professionals and an increase in the number of active client accounts during 2003 as compared to
the similar period in 2002.

Principal transactions revenue, including market making and proprietary trading for our own account, amounted to $732,000, or 16%, of our
revenue during the six months ended June 30, 2003. This represented a 486% increase compared to the $125,000 recognized during the six
months ended June 30, 2002. We began our proprietary trading activities during the third quarter of 2002 and our market making activities
during the fourth quarter of 2002.

Investment banking revenue amounted to $713,000, or 16%, of our revenue during the six months ended June 30, 2003. This represented a
190% increase compared to the $246,000 recognized during the six months ended June 30, 2002. Investment banking revenue during 2003
resulted primarily from advisory service fees in connection with the closing of four transactions.

During the six months ended June 30, 2003, no customer accounted for more than 10% of our revenue from continuing operations, while one
customer accounted for 37% of our revenue from continuing operations during the six months ended June 30, 2002. During the six months
ended June 30, 2003, two sales professionals each accounted for more than 10% of our revenue from continuing operations and combined
accounted for 41%. One sales professional accounted for 66% of our revenue from continuing operations during the six months ended June 30,
2002.
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Compensation and Benefits

Compensation and benefits expense was $3,167,000 and $2,387,000 during the six months ended June 30, 2003 and 2002, respectively. The
increase of approximately $780,000, or 33%, from 2002 to 2003 was due primarily to higher commissions and variable compensation.
Additionally, our headcount has increased from 26 in June 2002 to 56 in June 2003.

Brokerage and Clearing Fees

Brokerage and clearing fees were $566,000 and $396,000 during the six months ended June 30, 2003 and 2002, respectively. The increase of
approximately $170,000, or 43%, from 2002 to 2003 was due to greater volume of brokerage transactions during the first six months of 2003 as
compared to the similar period in 2002. MCF & Co. is a fully-disclosed broker-dealer, which has engaged a third party clearing broker to
perform all of the clearance functions. The clearing broker-dealer processes and settles the customer transactions for MCF & Co. and maintains
the detailed customer records. Additionally, security trades are executed by third-party broker-dealers and electronic trading systems.

Professional Services

Professional services expense was $229,000 and $270,000 during the six months ended June 30, 2003 and 2002, respectively. The decrease of
approximately $41,000, or 15%, from 2002 to 2003 was primarily attributed to outside consulting services incurred in connection with the
winding down of our bandwidth trading business during 2002, partially offset by costs related to filing registration statements with the Securities
and Exchange Commission during 2003.

Occupancy and Equipment

Occupancy and equipment expense was $160,000 and $125,000 during the six months ended June 30, 2003 and 2002, respectively. The increase
of approximately $35,000, or 28%, from 2002 to 2003 resulted mostly from increase in office space rented due to the continued hiring of
institutional brokerage and investment banking professionals.

Communications and Technology

Communications and technology expense was $385,000 and $88,000 during the six months ended June 30, 2003 and 2002, respectively. The
increase of approximately $297,000, or 338%, from 2002 to 2003 was due to higher telephone and data service fees incurred in our brokerage
operations during 2003. The higher telephone and data service charges are the result of increased headcount and the opening of offices in
California and Massachusetts.

Depreciation and Amortization
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Depreciation and amortization expense was $32,000 and $199,000 during the six months ended June 30, 2003 and 2002, respectively. The
decrease of approximately $167,000, or 84%, from 2002 to 2003 was due primarily to the disposal of equipment and fixtures not utilized during
the fourth quarter of 2002. We purchased $76,000 of equipment and fixtures and did not dispose of any equipment or fixtures during the first six
months of 2003.

Other Operating Expenses

Other operating expense was $780,000 and $538,000 during the six months ended June 30, 2003 and 2002, respectively. The increase of
approximately $242,000, or 45%, from 2002 to 2003 was attributed to a loss on the settlement of a brokerage transaction with a contra
broker-dealer, as well as higher insurance expense. We expect to recover the amount of the loss from the brokerage transaction. However, since
the outcome of the transaction is being litigated in the Supreme Court for the State of New York, the timing of any recovery is uncertain, and
accordingly, has not been recognized in the accompanying condensed consolidated financial statements.

Interest Income

Interest income was $12,000 and $28,000 during the six months ended June 30, 2003 and 2002, respectively. The decrease of approximately
$16,000, or 57%, from 2002 to 2003 was due to a lower average balance of interest
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earning assets, which decreased during the six months ended June 30, 2003 as compared to the similar period in 2002.

Interest Expense

Interest expense was $1,296,000 and $728,000 during the six months ended June 30, 2003 and 2002, respectively. The 2003 amount included
$234,000 for interest expense and $1,062,000 for amortization of discounts and debt issuance costs, while the 2002 amount included $492,000
for interest expense and $236,000 for amortization of discounts and debt issuance costs. The decline in interest expense resulted from the
modified terms of the convertible note payable held by Forsythe, which became effective January 1, 2003.

Gain on Retirement of Convertible Note Payable

In April 2003, we exercised our right to cancel the convertible promissory note held by Forsythe with the principal sum of $5,949,042. The fair
value of the consideration provided to Forsythe was less than the carrying amount of the convertible note payable. The difference between the
fair value of the consideration provided to Forsythe and the carrying amount of the note payable was recorded as a gain in condensed
consolidated statements of operations.

Loss from Discontinued Operations

Loss from discontinued operations was $0 and $263,000 during the six months ended June 30, 2003 and 2002, respectively. Loss from
discontinued operations in 2002 was comprised of revenue and expenses in the amount of $730,000 and $993,000, respectively. The
discontinued operations were sold in April 2002.

Income Taxes

Although we reported net income during the six months ended June 30, 2003, we continued to incur operating losses. Accordingly, we have not
provided for income taxes in the current period. If we report net income for the full year ending December 31, 2003, we believe that we have
adequate net operating loss and tax credit carryforwards available to offset all or substantially all of any future provision for income taxes related
to our results of operations for this period.

Liquidity and Capital Resources

Historically, we have satisfied our liquidity and regulatory capital needs through the issuance of equity and debt securities. During the second
quarter of 2003, we raised $3,000,000 by issuing preferred stock and convertible notes payable. As of June 30, 2003, we had long-term notes
payable of $2,591,000, net of certain discounts.
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Our principal assets consist of cash and cash equivalents, marketable securities held for trading purposes, restricted cash, receivables and
equipment and fixtures. As of June 30, 2003, liquid assets consisted primarily of cash and cash equivalents of $2,990,000 and marketable
securities of $1,234,000, for a total of $4,224,000.

Merriman Curhan Ford & Co., as a broker-dealer, is subject to Rule 15c3-1 of the Securities Exchange Act of 1934, which specifies uniform
minimum net capital requirements, as defined, for their registrants. As of June 30, 2003, MCF & Co. had regulatory net capital, as defined, of
$831,000, which exceeded the amount required by $664,000.

Cash and cash equivalents increased by $1,587,000 during the six months ended June 30, 2003. Cash provided by financing activities has
amounted to $2,564,000 during 2003, while cash used in operating activities was $848,000, primarily attributed to our net income adjusted for
certain non-cash expenses and gains, as well as increases and decreases in operating assets and liabilities. The non-cash gain included the
$3,088,000 gain on the retirement of convertible note payable, while the non-cash expenses included depreciation and amortization, stock based
compensation and amortization of discounts on convertible notes payable. Cash used in investing activities was $129,000, reflecting the
purchase of equipment and fixtures.

We believe that our existing cash balances and investments will be sufficient to meet our liquidity and capital spending requirements for at least
the next twelve months. However, we have incurred operating losses since inception and, to date, we have generated only limited revenues.
Furthermore, our funding of working capital and current and future operating losses may require additional capital investment. We cannot be
certain that additional debt or equity financing will be available when required or, if available, that we can secure it on terms satisfactory to us.
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Risk Factors

Investing in our securities involves a high degree of risk. In addition to the other information contained in this quarterly report, including reports
we incorporate by reference, you should consider the following factors before investing in our securities.

It is difficult to evaluate our business and prospects because we have a limited operating history.

We began actively engaging in providing securities brokerage and investment banking services in January 2002. This was an entirely new
business for us, and was a complete break with the business previously engaged in by us, the bandwidth brokerage business. Accordingly, we
have a limited operating history on which to base an evaluation of our business and prospects. Our prospects must be considered in light of the
risks, expenses and difficulties frequently encountered by companies in their early stage of development. We cannot assure you that we will be
successful in addressing these risks and our failure to do so could have a material adverse effect on our business and results of operations.

We may never be able to achieve and maintain profitability.

Our ability to attain a positive cash flow and become profitable depends on our ability to generate and maintain greater revenues while incurring
reasonable expenses. This, in turn, depends, among other things, on the development of our securities brokerage and investment banking
business, as well as our ability to:

� establish, maintain and increase our client base;

� manage the quality of our services;

� compete effectively with existing and potential competitors;

� further develop our business activities;

� manage expanding operations; and

� attract and retain qualified personnel.

If we do achieve a positive cash flow and profitability, we cannot be certain that we will be able to sustain or increase them on a quarterly or
annual basis in the future. Our inability to achieve or maintain profitability or positive cash flow could result in disappointing financial results,
impede implementation of our growth strategy or cause the market price of our common stock to decrease. Accordingly, we cannot assure you
that we will be able to generate the cash flow and profits necessary to sustain our business expectations, which makes our ability to successfully
implement our business plan uncertain.
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Because we are a developing company, the factors upon which we are able to base our estimates as to the gross revenues and the number of
participating clients that will be required for us to attain a positive cash flow and any additional financing that may be needed for this purpose
are unpredictable. For these and other reasons, we cannot assure you that we will not require higher gross revenues, and an increased number of
clients, securities brokerage and investment banking transactions, and/or more time in order for us to complete the development of our business
that we believe we need to be able to cover our operating expenses, or obtain the funds necessary to finance this development. It is more likely
than not that our estimates will prove to be inaccurate because actual events more often than not differ from anticipated events. Furthermore, in
the event that financing is needed in addition to the amount that is required for this development, we cannot assure you that such financing will
be available on acceptable terms, if at all. Accordingly, we can neither assure nor represent to you that our business will ever generate a positive
cash flow or be profitable.
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We have a history of operating losses and negative cash flow and we anticipate losses and negative cash flow to continue for the foreseeable
future. Unless we are able to generate profits and positive cash flow we may not be able to continue operations.

We have incurred net losses since our inception and financed our operations primarily through sales of equity and debt securities. We incurred
net losses of $3,405,000, $30,072,000 and $44,729,000 for the years ended December 31, 2002, 2001 and 2000, respectively, and negative cash
flow from operations of $3,434,000, $13,360,000 and $17,161,000 in 2002, 2001 and 2000, respectively. At June 30, 2003, our accumulated
deficit since inception was $91,015,000. We expect operating losses and negative cash flow to continue for the foreseeable future. We may
never achieve a positive cash flow and profitability and even if we do, we may not sustain or increase them on a quarterly or annual basis in the
future. If we are unable to achieve and sustain a positive cash flow and profitability, we may be unable to continue our operations.

The markets for securities brokerage and investment banking services are highly competitive. If we are not able to compete successfully against
current and future competitors, our business and results of operations will be adversely affected.

We are engaged in the highly competitive financial services and investment industries. We compete with large Wall Street securities firms,
securities subsidiaries of major commercial bank holding companies, U.S. subsidiaries of large foreign institutions, major regional firms, smaller
niche players, and those offering competitive services via the Internet. Many competitors have greater personnel and financial resources than we
do. Larger competitors are able to advertise their products and services on a national or regional basis and may have a greater number and
variety of distribution outlets for their products, including retail distribution. Discount and Internet brokerage firms market their services through
aggressive pricing and promotional efforts. In addition, some competitors have much more extensive investment banking activities than we do
and therefore, may possess a relative advantage with regard to access to deal flow and capital.

Increased pressure created by any current or future competitors, or by our competitors collectively, could materially and adversely affect our
business and results of operations. Increased competition may result in reduced revenue and loss of market share. Further, as a strategic response
to changes in the competitive environment, we may from time to time make certain pricing, service or marketing decisions or acquisitions that
also could materially and adversely affect our business and results of operations. We cannot assure you that we will be able to compete
successfully against current and future competitors. In addition, new technologies and the expansion of existing technologies may increase the
competitive pressures on us.

We may experience reduced revenues due to declining market volume, price and liquidity, which can also cause counterparties to fail to
perform.

Our revenue may decrease in the event of a decline in the market volume of securities transactions, prices or liquidity. Declines in the volume of
securities transactions and in market liquidity generally result in lower revenue from trading activities and commissions. Lower price levels of
securities may also result in a reduction in our revenue from corporate finance fees, as well as losses from declines in the market value of
securities held by us in trading. Sudden sharp declines in market values of securities can result in illiquid markets and the failure of
counterparties to perform their obligations, as well as increases in claims and litigation, including arbitration claims from customers. In such
markets, we may incur reduced revenue or losses in our principal trading, market-making, investment banking, and advisory services activities.

We may experience significant losses if the value of our marketable security positions deteriorates.

We conduct securities trading, market-making and investment activities for our own account, which subjects our capital to significant risks.
These risks include market, credit, counterparty and liquidity risks, which could result in losses for us. These activities often involve the
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purchase, sale or short sale of securities as principal in markets that may be characterized as relatively illiquid or that may be particularly
susceptible to rapid fluctuations in liquidity and price.
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We may experience significant fluctuations in our quarterly operating results due to the nature of our business and therefore may fail to meet
profitability expectations.

Our revenue and operating results may fluctuate from quarter to quarter and from year to year due to a combination of factors, including:

� the level of institutional brokerage transactions and the level of commissions we receive from those transactions;

� the valuations of our principal investments;

� the number of capital markets transactions completed by our clients, and the level of fees we receive from those transactions; and

� variations in expenditures for personnel, consulting and legal expenses, and expenses of establishing new business units, including
marketing and technology expenses.

We record revenue from a capital markets advisory transaction only when we have rendered the services and the client is contractually obligated
to pay; generally, most of the fee is earned only after the transaction closes. Accordingly, the timing of our recognition of revenue from a
significant transaction can materially affect our quarterly operating results.

We have registered one of our subsidiaries as a securities broker-dealer and, as such, are subject to substantial regulations. If we fail to comply
with these regulations, our business will be adversely affected.

Because we have registered Merriman Curhan Ford & Co. with the Securities and Exchange Commission, or SEC, and the National Association
of Securities Dealers, Inc., or NASD, as a securities broker-dealer, we are subject to extensive regulation under federal and state laws. The
principal purpose of regulation and discipline of broker-dealers is the protection of customers and the securities markets rather than protection of
creditors and stockholders of broker-dealers. The Securities and Exchange Commission is the federal agency charged with administration of the
federal securities laws. Much of the regulation of broker-dealers, however, has been delegated to self-regulatory organizations, such as the
NASD and national securities exchanges. The NASD is our primary self-regulatory organization. These self-regulatory organizations adopt
rules, which are subject to SEC approval, that govern the industry and conduct periodic examinations of member broker-dealers. Broker-dealers
are also subject to regulation by state securities commissions in the states in which they are registered. The regulations to which broker-dealers
are subject cover all aspects of the securities business, including net capital requirements, sales methods, trading practices among broker-dealers,
capital structure of securities firms, record keeping and the conduct of directors, officers and employees. The SEC and the self-regulatory bodies
may conduct administrative proceedings, which can result in censure, fine, suspension or expulsion of a broker-dealer, its officers or employees.
If we fail to comply with these rules and regulations, our business may be materially and adversely affected.

The regulatory environment in which we operate is also subject to change. Our business may be adversely affected as a result of new or revised
legislation or regulations imposed by the SEC, other United States or foreign governmental regulatory authorities or the NASD. We also may be
adversely affected by changes in the interpretation or enforcement of existing laws and rules by these governmental authorities and the NASD.

Our business may suffer if we lose the services of our executive officers or operating personnel.
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We depend on the continued services and performance of D. Jonathan Merriman, our Chairman and Chief Executive Officer, for our future
success. We currently have an employment agreement with Mr. Merriman, which ends on October 8, 2003, but can be terminated by either party
on 60 days� notice. The agreement contains provisions that obligate us to make certain payments to Mr. Merriman and substantially reduce
vesting periods of options granted to him if we should terminate him without cause or certain events resulting in a change of control of our board
were to occur.
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In addition to Mr. Merriman, we are currently managed by a small number of key management and operating personnel. We do not maintain �key
man� insurance on any employee. Our future success depends, in part, on the continued service of our key executive, management and technical
personnel, many of whom have only recently been hired, and our ability to attract highly skilled employees. Our business could be harmed if any
key officer or employee were unable or unwilling to continue in his or her current position. From time to time we have experienced, and we
expect to continue to experience, difficulty in hiring and retaining highly skilled employees. Competition for employees in our industry is
significant. If we are unable to retain our key employees or attract, integrate or retain other highly qualified employees in the future, such failure
may have a material adverse effect on our business and results of operations.

Our business is dependent on the services of of skilled professionals, and may suffer if we can not recruit or retain such skilled professionals.

During the six months ended June 30, 2003, two sales professionals combined accounted for 41% of our revenue from continuing operations.
We have a number of revenue producers employed by our securities brokerage and investment banking subsidiary. We do not have employment
contracts with these employees. The loss of one or more of these employees could adversely affect our business and results of operations.

Our compensation structure may negatively impact our financial condition if we are not able to effectively manage our expenses and cash flows.

We are able to recruit and retain investment banking, research and sales and trading professionals, in part because our business model provides
that we pay our revenue producing employees a percentage of their earned revenue. Compensation and benefits is our largest expenditure and
this variable compensation component represents a significant proportion of this expense. Compensation for our employees is derived as a
percentage of our revenue regardless of the profitability of the Company. Therefore, we may continue to pay individual revenue producers,
including officers of the Company acting in a revenue producing capacity, a significant amount of cash compensation as the overall business
experiences negative cash flows and/or net losses. We may not be able to recruit or retain revenue producing employees if we modify or
eliminate the variable compensation component from our business model.

We may be unable to effectively manage rapid growth that we may experience, which could place a continuous strain on our resources and,
accordingly, adversely affect our business.

We plan to expand our operations. Our growth, if it occurs, will impose significant demands on our management, financial, technical and other
resources. We must adapt to changing business conditions and improve existing systems or implement new systems for our financial and
management controls, reporting systems and procedures and expand, train and manage a growing employee base in order to manage our future
growth. We believe that future growth will require implementation of new and enhanced communications and information systems and training
of our personnel to operate such systems. Furthermore, we may acquire existing companies or enter into strategic alliances with third parties, in
order to achieve rapid growth. For us to succeed, we must make our existing business and systems work effectively with those of any strategic
partners without undue expense, management distraction or other disruptions to our business. We may be unable to implement our business plan
if we fail to manage any of the above growth challenges successfully. Our financial results may suffer and we could be materially and adversely
affected if that occurs.

Our business and operations would suffer in the event of system failures.

Our success, in particular our ability to successfully facilitate securities brokerage transactions and provide high-quality customer service,
largely depends on the efficient and uninterrupted operation of our computer and communications systems. Our systems and operations are
vulnerable to damage or interruption from fire, flood, power loss, telecommunication failures, break-ins, earthquake and similar events. Despite
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the implementation of network security measures, our servers are vulnerable to computer viruses, physical or electronic break-ins and similar
disruptions, which could lead to interruptions, delays, loss of data or the inability to accept and fulfill customer orders. Additionally, computer
viruses may cause our systems to incur delays or other service
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interruptions, which may cause us to incur additional operating expenses to correct problems we may experience. Any of the foregoing problems
could materially adversely affect our business or future results of operations.

We are highly dependent on proprietary and third-party systems, therefore system failures could significantly disrupt our business.

Our business is highly dependent on communications and information systems, including systems provided by our clearing brokers. Any failure
or interruption of our systems, the systems of our clearing broker or third party trading systems could cause delays or other problems in our
securities trading activities, which could have a material adverse effect on our operating results.

In addition, our clearing brokers provide our principal disaster recovery system. We cannot assure you that we or our clearing brokers will not
suffer any systems failure or interruption, including one caused by an earthquake, fire, other natural disaster, power or telecommunications
failure, act of God, act of war or otherwise, or that our or our clearing brokers� back-up procedures and capabilities in the event of any such
failure or interruption will be adequate.

Our common stock price may be volatile, which could adversely affect the value of your shares.

The market price of our common stock has in the past been, and may in the future continue to be, volatile. A variety of events may cause the
market price of our common stock to fluctuate significantly, including:

� variations in quarterly operating results;

� our announcements of significant contracts, milestones, acquisitions;

� our relationships with other companies;

� our ability to obtain needed capital commitments;

� additions or departures of key personnel;

� sales of common stock or termination of stock transfer restrictions;

� general economic conditions, including conditions in the securities brokerage and investment banking markets;

� changes in financial estimates by securities analysts; and

� fluctuation in stock market price and volume.
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Many of these factors are beyond our control. Any one of the factors noted herein could have an adverse effect on the value of our common
stock.

In addition, the stock market in recent years has experienced significant price and volume fluctuations that have particularly affected the market
prices of equity securities of many companies and that often have been unrelated to the operating performance of such companies. These market
fluctuations have adversely impacted the price of our common stock and may do so in the future.

We could be sued in a securities class action lawsuit.

In the past, following periods of volatility in the market price of a company�s securities, securities class action litigation often has been instituted
against that company. Such litigation is expensive and diverts management�s attention and resources. We cannot assure you that we will not be
subject to such litigation.

21

Edgar Filing: MCF CORP - Form 10-Q

43



Your ability to sell your shares may be restricted because there is a limited trading market for our common stock.

Although our common stock is currently traded on the American Stock Exchange, a trading market in our stock has been sporadic. Accordingly,
you may not be able to sell your shares when you want or at the price you want.

Your ability to sell your shares could be significantly adversely affected because our common stock could be delisted from trading on the
American Stock Exchange.

Although our common stock is listed for trading on the American Stock Exchange, it could be delisted because we may be unable to satisfy
certain American Stock Exchange listing guidelines including market value, market price, financial condition and results of operations criteria.
In particular, beginning December 31, 2003, we will be required to maintain net assets of at least $2,000,000 in order to comply with listing
requirements. As of June 30, 2003, we had net assets of approximately $1,243,000. We cannot assure you that we will be able to reach the
required level of net assets on a timely basis, or that we will be able to satisfy these guidelines on a continuing basis. Accordingly, although we
have not received written notification of noncompliance from the American Stock Exchange with respect to this matter, we cannot represent to
you that our common stock will continue to be listed. If the listing is not retained and our common stock is thereafter quoted only on the OTC
Electronic Bulletin Board, a significantly less liquid market than the American Stock Exchange, a stockholder may find it even more difficult to
dispose of, or to obtain accurate quotations as to the price of, the common stock. A delisting could also negatively affect our ability to raise
additional capital in the future.

Our stock could become subject to the �penny stock� rules, which could impair the liquidity of your investment in our stock.

Depending on several factors including, among others, the future market price of our common stock, these securities could become subject to the
so-called �penny stock� rules that impose additional sales practice and market making requirements on broker-dealers who sell and/or make a
market in such securities. These factors could affect the ability or willingness of broker-dealers to sell and/or make a market in our common
stock and the ability of purchasers of our common stock to sell their shares in the secondary market.

Issues related to Arthur Andersen LLP may impede our ability to access the capital markets.

If the SEC ceases accepting financial statements audited by Arthur Andersen LLP, we would be unable to access the public capital markets
unless Ernst & Young LLP, our current independent accounting firm, or another independent accounting firm, is able to audit the financial
statements originally audited by Arthur Andersen LLP. In addition, investors in any subsequent offerings for which we use Arthur Andersen
LLP�s audit reports will not be entitled to recovery against Arthur Andersen LLP under Section 11 of the Securities Act for any material
misstatements or omissions in those financial statements. Furthermore, Arthur Andersen LLP will be unable to participate in the �due diligence�
process that would customarily be performed by potential investors in our securities, which process includes having Arthur Andersen LLP
perform procedures to assure the continued accuracy of its report on our audited financial statements and to confirm its review of unaudited
interim periods presented for comparative purposes. As a result, we may not be able to bring to the market successfully an offering of our
securities. Consequently, our financing costs may increase or we may miss attractive market opportunities.

Anti-takeover provisions of the Delaware General Corporation Law could discourage a merger or other type of corporate reorganization or a
change in control even if it could be favorable to the interests of our stockholders.
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The Delaware General Corporation Law contains provisions that may enable our management to retain control and resist our takeover. These
provisions generally prevent us from engaging in a broad range of business combinations with an owner of 15% or more of our outstanding
voting stock for a period of three years from the date that such person acquires his or her stock. Accordingly, these provisions could discourage
or make more difficult a change in control or a merger or other type of corporate reorganization even if it could be favorable to the interests of
our stockholders.
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Divestiture by a large stockholder, or group of stockholders, could result in a change of control.

We have 36,345,946 shares of common stock issuable upon conversion of notes and preferred stock and exercise of warrants, as well as an
additional 5,652,262 shares of common stock which are currently outstanding but which have not previously been registered and thus are subject
to restrictions on resale, which are currently being registered with a registration statement which has not yet been declared effective. As of
August 5, 2003, we had a total of 26,888,526 shares of common stock outstanding, including the 5,652,262 shares just mentioned which are
included in a pending registration statement. The possibility thus exists that the divesture by a selling stockholder, or group of selling
stockholders, could result in a change of control, a change in the management, or both, of the Company. If such change in control or
management were to occur, we cannot assure you that the current policies of the Company would be maintained, which could harm the
Company�s business and results of operations and result in a decline in the price of our shares.

Sales of the shares being registered could depress the Company�s share price.

A total of 41,998,208 shares are being registered with a registration statement which has not yet been declared effective. We have no way of
knowing how many of these shares will be sold in the public market or when sales of all or any part of these shares might take place. To date,
trading in our stock has been sporadic. If a large number or all of the shares being registered were to be sold or offered for sale in the public
market within a short time period, such offering or sale could severely adversely affect prevailing market prices for our common stock. Even if
such shares were offered over a longer time period, their availability could adversely affect prevailing market prices for our common stock or
restrain increases in the market price of our common stock.

Because our board can issue common stock without stockholder approval, you could experience substantial dilution.

Our board of directors has the authority to issue up to 300,000,000 shares of common stock and to issue options and warrants to purchase shares
of our common stock without stockholder approval in certain circumstances. Future issuance of additional shares of our common stock could be
at values substantially below the price at which you may purchase our stock and, therefore, could represent further substantial dilution. In
addition, our board could issue large blocks of our common stock to fend off unwanted tender offers or hostile takeovers without further
stockholder approval.

The rights of the holders of our Series A, Series B and Series C Convertible Preferred Stock may adversely affect your rights as a common
stockholder.

We currently have outstanding 619,999 shares of Series A Convertible Preferred Stock, 8,750,000 shares of Series B Convertible Preferred
Stock and 11,800,000 shares of Series C Convertible Preferred Stock.

The holders of the Series A Convertible Preferred Stock have a liquidation preference equal to $2.75 per share, plus dividends at the rate of 6%
per annum payable in additional shares of Series A Convertible Preferred Stock.

The holders of the Series B Convertible Preferred Stock have the right to receive cumulative dividends of 3% per annum based on their original
purchase price of $0.20 per share of Series B Convertible Preferred Stock. If there were to be a liquidation or winding up of the Company, the
holders of the Series B Convertible Preferred Stock would be entitled to the amount of any accrued but unpaid dividends prior to and in
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preference to any payment to the holders of our common stock. The holders of the Series B Convertible Preferred Stock are not entitled to any
other liquidation preference. Additionally, in the event that the Company fails to pay the dividends due on the Series B Convertible Preferred
Stock for two consecutive quarters, the holders of the Series B Convertible Preferred Stock will be entitled to elect two members to the
Company�s Board of Directors until such time as there remains outstanding less than 2,000,000 shares of Series B Convertible Preferred Stock.

The holders of the Series C Convertible Preferred Stock have the right to receive cumulative dividends of 3% per annum based on their original
purchase price of $0.25 per share of Series C Convertible Preferred Stock. If there were to be a liquidation or winding up of the Company, the
holders of the Series C Convertible Preferred Stock would be entitled to the amount of any accrued but unpaid dividends prior to and in
preference to any payment to the holders of our common stock. The holders of the Series C Convertible Preferred Stock are not entitled to any
other
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liquidation preference. Additionally, in the event that the Company fails to pay the dividends due on the Series C Convertible Preferred Stock for
two consecutive quarters, the holders of the Series C Convertible Preferred Stock will be entitled to elect two members to the Company�s Board
of Directors until such time as there remains outstanding less than 7,000,000 shares of Series C Convertible Preferred Stock.

The liquidation preferences described above are payable to the holders of our preferred stock prior to any payments to the holders of common
stock in the event of a liquidation and in certain other situations, such as an acquisition of the Company or its assets. The rights of the holders of
our preferred stock might have the effect of discouraging potential acquirers of the Company and delaying or deterring an acquisition which
would be favorable to the holders of common stock. Alternatively, the rights of the holders of our preferred stock might result in the holders of
common stock receiving a lower price or other consideration for their shares in the event of an acquisition or liquidation of the Company, or in
the holders of common stock receiving no consideration in the event of an acquisition or liquidation of the Company. Additionally, the rights of
the holders of the Series B and C Convertible Preferred Stock to elect members of the Company�s Board of Directors in certain situations could
result in the holders of the common stock losing control of the Company�s Board of Directors.

Our ability to issue additional preferred stock may adversely affect your rights as a common stockholder and could be used as an anti take-over
device.

Our Articles of Incorporation authorize our board of directors to issue up to an additional 37,450,000 shares of preferred stock, without approval
from our stockholders. If you purchase our common stock, this means that our board of directors has the right, without your approval as a
common stockholder, to fix the relative rights and preferences of the preferred stock. This would affect your rights as a common stockholder
regarding, among other things, dividends and liquidation. We could also use the preferred stock to deter or delay a change in control of our
Company that may be opposed by our management even if the transaction might be favorable to you as a common stockholder.

Our officers and directors exercise significant control over our affairs, which could result in their taking actions of which other stockholders do
not approve.

Our executive officers and directors, current and past, and entities affiliated with them, currently control approximately 25% of our outstanding
common stock prior to any conversion of any outstanding notes and/or exercise of options and warrants. These stockholders, if they act together,
will be able to exercise substantial influence over all matters requiring approval by our stockholders, including the election of directors and
approval of significant corporate transactions. This concentration of ownership may also have the effect of delaying or preventing a change in
control of us and might affect the market price of our common stock.

Any exercise of outstanding options and warrants will dilute then-existing stockholders� percentage of ownership of our common stock.

We have a significant number of outstanding options and warrants. Shares issuable upon the exercise of these options and warrants, at prices
ranging currently from approximately $0.18 to $14.40 per share, represent approximately 31% of our total outstanding stock on a fully diluted
basis. The exercise of the outstanding options and warrants would dilute the then-existing stockholders� percentage ownership of our common
stock. Any sales resulting from the exercise of options and warrants in the public market could adversely affect prevailing market prices for our
common stock. Moreover, our ability to obtain additional equity capital could be adversely affected since the holders of outstanding options and
warrants may exercise them at a time when we would also wish to enter the market to obtain capital on terms more favorable than those
provided by such options and warrants. We lack control over the timing of any exercise or the number of shares issued or sold if exercises occur.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

The following discussion about market risk disclosures involves forward-looking statements. Actual results could differ materially from those
projected in the forward-looking statements. We may be exposed to market risks related to changes in equity prices, interest rates and foreign
currency exchange rates. We do not use derivative financial instruments for speculative, trading or any other purpose.

Equity Price Risk

The potential for changes in the market value of our trading positions is referred to as �market risk.� Our trading positions result from proprietary
trading activities. Equity price risks result from exposures to changes in prices and volatilities of individual equities and equity indices. We seek
to manage this risk exposure through diversification and limiting the size of individual positions within the portfolio. The effect on earnings and
cash flows of an immediate 10% increase or decrease in equity prices generally is not ascertainable and could be positive or negative, depending
on the positions we hold at the time. We do not establish hedges in related securities or derivatives.

Interest Rate Risk

Our exposure to market risk resulting from changes in interest rates relates primarily to our investment portfolio and long term debt obligations.
Our interest income and cash flows may be impacted by changes in the general level of U.S. interest rates. We do not hedge this exposure
because we believe that we are not subject to any material market risk exposure due to the short-term nature of our investments. We would not
expect an immediate 10% increase or decrease in current interest rates to have a material effect on the fair market value of our investment
portfolio.

Our long term debt obligations bear interest at a fixed rate. Accordingly, an immediate 10% increase or decrease in current interest rates would
not have an impact on our interest expense or cash flows. The fair market value of our long term fixed interest rate debt is subject to interest rate
risk. Generally, the fair market value of fixed interest rate debt will increase as interest rates fall and decrease as interest rates rise. We would not
expect an immediate 10% increase or decrease in current interest rates to have a material impact on the fair market value of our long term debt
obligations.

Foreign Currency Risk

We do not have any foreign currency denominated assets or liabilities or purchase commitments and have not entered into any foreign currency
contracts. Accordingly, we are not exposed to fluctuations in foreign currency exchange rates.

Item 4. Controls and Procedures

a. Evaluation of disclosure controls and procedures. The Company�s principal executive officer and principal financial officer have concluded
that the Company�s disclosure controls and procedures (as defined in Rules 13a-14(c) and 15d-14(c) under the Securities Exchange Act of
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1934 (the �Exchange Act�)) are effective to ensure that information required to be disclosed by the Company in reports that it files or
submits under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in Securities and
Exchange Commission rules and forms.

b. Changes in internal controls. There were no significant changes in the Company�s internal controls or in other factors that could
significantly affect these controls subsequent to the date of their evaluation, including any corrective actions with regard to significant
deficiencies and material weaknesses.
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings

In July 2003, our Merriman Curhan Ford & Co. subsidiary answered a complaint filed in the Supreme Court of New York, New York County by
CRT Capital Group, LLC, or CRT. (Index No. 600712/03) Our subsidiary is named as a defendant in an action seeking declaratory relief from
the court. Plaintiff CRT seeks the court�s declaration regarding the method for settling an equity trade involving the common stock of NTL, Inc.
Our subsidiary filed a counterclaim against CRT seeking monetary damages in the approximate amount of $135,000 for losses as a result of our
having to purchase NTL, Inc. stock to complete a trade on behalf of one of our Merriman Curhan Ford & Co. trading clients.

In January 2003, NTL, Inc. emerged from bankruptcy. As part of its reorganization plan, the NTL, Inc. was to issue 200 million new shares of
common stock. A when-issued trading market had developed and one our subsidiary�s trading clients had participated in that market. Just prior to
emergence from bankruptcy, the reorganization plan was amended to provide for only 50 million new shares of NTL, Inc. to be issued. This
amendment created chaos in the trading market once the when-issued trades were to be settled.

The court has set a briefing schedule on motions for summary judgment, with the motions to be heard in early October 2003. We do not
anticipate any financial loss as a result of this lawsuit.

Item 4. Submission of Matters to a Vote of Security Holders

The annual meeting of our stockholders was held on June 20, 2003. At the annual meeting, our stockholders voted on the following matters:

Votes
For

Votes
Against

Votes
Abstained

1. Election of Directors:
D. Jonathan Merriman 18,302,944 �  17,943
Patrick Arbor 18,302,944 �  17,943
Donald H. Sledge 18,172,944 130,000 17,943
Ronald E. Spears 18,302,944 �  17,943
Steven W. Town 18,302,944 �  17,943

2. Approval of 2003 Stock Option and Incentive Plan 5,008,568 21,700 13,290,619
3. Amendment to change the Company�s Name to MCF Corporation 18,306,944 2,550 11,393
4. Approval of Offer to Exchange Current Promissory Note Holder�s Debentures for Ratexchange

Corporation Series C Convertible Preferred Stock 5,018,843 12,500 13,289,544

Broker non-votes are classified as votes abstained in the table presented above. Abstentions and broker non-votes are counted as present for
purposes of establishing a quorum. Broker non-votes, however, were not considered as part of the voting power present or represented at the
annual meeting for purposes of any matter voted on at the meeting.
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Item 6. Exhibits and Reports on Form 8-K

(a) Exhibits

31.1 Certification of Principal Executive Officer Pursuant To Section 302 of The Sarbanes-Oxley Act of 2002
31.2 Certification of Principal Financial Officer Pursuant To Section 302 of The Sarbanes-Oxley Act of 2002
32.1 Certification of Principal Executive Officer and Principal Financial Officer Pursuant to 18 U.S.C. Section 1350 as Adopted Pursuant

to Section 906 of the Sarbanes-Oxley Act of 2002.

(b) Reports on Form 8-K
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� Form 8-K (Item 5 reported) filed on April 9, 2003
� Form 8-K (Item 5 reported) filed on April 9, 2003
� Form 8-K (Item 5 and 7 reported) filed on July 7, 2003

27

Edgar Filing: MCF CORP - Form 10-Q

53



SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

RATEXCHANGE CORPORATION

August 6, 2003 By: /s/ D. JONATHAN MERRIMAN

D. Jonathan Merriman,

Chairman of the Board and

Chief Executive Officer

(Principal Executive Officer)

August 6, 2003 By: /s/ GREGORY S. CURHAN

Gregory S. Curhan

Executive Vice President and

Chief Financial Officer

(Principal Financial Officer)
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EXHIBIT INDEX

Exhibit
No. Description

31.1 Certification of Principal Executive Officer Pursuant To Section 302 of The Sarbanes-Oxley Act of 2002

31.2 Certification of Principal Financial Officer Pursuant To Section 302 of The Sarbanes-Oxley Act of 2002

32.1 Certification of Principal Executive Officer and Principal Financial Officer Pursuant to 18 U.S.C. Section 1350 as Adopted
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
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