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Forward Looking Statement

Certain statements in this Annual Report on Form 10-K that are not purely historical information, including, without limitation, estimates,
projections, statements relating to our business plans, objectives and expected operating results, and the assumptions upon which those
statements are based, are "forward-looking" statements within the meaning of the Private Securities Litigation Reform Act of 1995, Section 27A
of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. Examples of such forward-looking statements include,
but are not limited to, the statements concerning trends in revenue, costs and expenses; our accounting estimates, assumptions and judgments;
our business plans relating to each of our products and services; our ability to scale our operations in response to changing demands and
expectations of our customers; the level of demand for our products and services; and the competitive nature of and anticipated growth in our

non non non

markets. Such forward-looking statements may be identified by words such as "believe", "intend", "expect", "may", "could", "would", "will",
"will be", "will continue", "should", "plan", "estimate", "project", "contemplate", "anticipate", or other words and terms of similar meaning. In
addition, from time to time, we (or our representatives) may make forward-looking statements of this nature in our annual report to shareholders,
proxy statement, quarterly reports on Form 10-Q, current reports on Form 8-K, webcasts, press releases or in oral or written presentations to
shareholders, securities analysts, members of the financial press or others. All such forward-looking cautionary statements, whether written or
oral, and whether made by us or on our behalf, are expressly qualified by these cautionary statements and any other cautionary statements which

may accompany the forward-looking statements.

Forward-looking statements are based on current expectations and assumptions that are subject to risks and uncertainties, many of which
are beyond our control, which may cause actual results, performance or trends to differ materially from those expressed in the forward-looking
statements. Potential risks, among others, that could cause actual results to differ materially are discussed under "Item 1A Risk Factors." We
assume no obligation to update or revise any forward-looking statements made herein or any other forward-looking statements we make,
whether as a result of new information, future events, or otherwise.

PART I
ITEM 1. BUSINESS

Overview

Investools Inc. (referred to as "Investools", the "Company", "we", "us", or "our") operates in two reportable segments: Investor Education
and Brokerage Services. We entered the Brokerage Services segment on February 15, 2007, through a merger with thinkorswim Group, Inc. You
will find information concerning the financial results and the total assets of each segment in Note 17 to the Consolidated Financial Statements.
Information concerning the merger with thinkorswim Group, Inc. will be discussed further in this Annual Report on Form 10-K, which is
incorporated herein by reference.

The Company offers market-leading investor education and brokerage and related financial products and services for self-directed
investors. Our Investor Education segment offers a full range of investor education products and services that provide lifelong learning in a
variety of interactive delivery formats. Our educational products and services cover a broad range of financial products, including equity
securities, options, fixed income, index products, futures, other derivatives and foreign exchange. Our Investor Education segment's mission is to
educate and empower individual investors to make their own financial decisions to achieve their financial goals at any time or place live or
online. Our education products and services offer a unique integration of a disciplined investing process, web-based tools, personalized
instruction and support. We have more than 337,000 graduates of our foundation courses and 102,800 active subscribers to our websites.
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On February 15, 2007, the Company merged with thinkorswim Group, Inc. ("thinkorswim"), a leading online brokerage firm and provider
of related technology-based financial services to self-directed options traders and retail investors. thinkorswim offers customers a broad range of
products including equity securities, index products, exchange traded options, futures, mutual funds, bonds and foreign exchange. Since it began
its brokerage operations in 2001, thinkorswim has been creating innovative technology for its customers. thinkorswim provides sophisticated
trading tools and analytics, including tools for devising and implementing complex, multi-leg options strategies as well as other investment
strategies. thinkorswim also provides unique scalable software, desktop, mobile and wireless front-end trading platforms that allow its customers
to trade electronically and to implement these complex strategies with single clicks. thinkorswim offers its customers an automated and user
friendly account opening process and provides its customers access to its trade desk, which is staffed with experienced traders, who provide
real-time customer support via email, chat and telephone. thinkorswim customers are able to monitor their positions, view their account
balances, positions, profits and losses on a real time basis. The combination of thinkorswim's unique technology and its customer service has
resulted in a high degree of customer loyalty. thinkorswim, Inc. is registered as a broker-dealer with the Securities and Exchange Commission
("SEC") and is registered as an introducing broker with the Commodity Futures Trading Commission ("CFTC"). It is a member of and regulated
by the Financial Industry Regulatory Authority ("FINRA") and the National Futures Association ("NFA"). All securities transactions are cleared
on a fully disclosed basis pursuant to a clearing agreement with our primary clearing broker, Penson Financial Services.

In connection with the merger with thinkorswim, we acquired thinkorswim Advisors, Inc. ("Advisors"), a subsidiary of thinkorswim and an
SEC registered investment advisor. Advisors provides investment management services based upon diversified portfolios, which include
alternative investment styles. It also offers traditional and return enhanced investment strategies. Advisors' Red Option division provides a
monthly subscription service that provides trade recommendations for a number of options trading strategies. Advisors has an educational
division focused on options trading, called Option Planet.

The products and services offered by Investools Inc. have received numerous accolades from third parties including thinkorswim's ranking
by Barron's as its top rated software-based online broker and best for options traders in 2006 and 2007, and Prophet's top Barron's ranking for
best technical analysis tools from 2002 to 2006.

Investools is a Delaware corporation that was incorporated in 2001. Our corporate offices are located at 45 Rockefeller Plaza, Suite 2012,
New York, New York 10111, and our telephone number is 801-816-6918. We also maintain significant operational offices in Draper, Utah and
Chicago, Illinois.

We maintain an Internet website at www.investools.com and www.thinkorswim.com. We make available on the Investor Relations section
of our website, free of charge, our Annual Reports to shareholders, Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current
Reports on Form 8-K, Proxy Statements and Forms 3, 4, 5 as soon as reasonably practicable after filing such documents with, or furnishing such
documents to, the SEC.

We include our website addresses throughout this filing only as textual references. The information contained on our websites is not
incorporated by reference into this Form 10-K.

2007 Significant Business Developments
Acquisition of thinkorswim Group, Inc.

On February 15, 2007, Atomic Acquisition Corp., a wholly-owned subsidiary of Investools merged with and into thinkorswim Group, Inc.,
a Delaware corporation, and a leading online brokerage company specializing in options. thinkorswim shareholders received merger
consideration of $181.7 million in cash and 19.1 million shares of stock valued at $8.75 per share. Also on February 15, 2007, we entered into a
Credit Agreement with JPMorgan which provided us with a senior secured
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term loan of $125 million to fund a portion of the cash consideration and, separately, also provided us with a committed senior secured revolving
credit facility of $25 million. Immediately following the transaction, thinkorswim shareholders held approximately 30 percent of the ownership
of Investools, and two former thinkorswim shareholders became members of our expanded, eight-member Board of Directors. In connection
with the merger with thinkorswim, certain employees and consultants of thinkorswim will now be eligible to participate in a retention bonus
pool which equals, in the aggregate, $20 million conditioned upon continued employment. The bonuses will be paid in equal annual installments
over the three-year period following the closing of the merger. Such amounts are being expensed over the retention period of three years. The
first payment was made in February 2008. In addition, we granted employees and consultants of thinkorswim options to purchase 2,255,563
shares of Common Stock under our 2001 Stock Option Plan, half with an exercise price equal to the fair market value of the underlying
Common Stock at the time of grant, and half with an exercise price equal to 150% of such fair market value. Approximately 125,000 of these
stock options were granted to consultants to thinkorswim. We have accounted for these in accordance with EITF No. 96-18, "Accounting for
Equity Instruments That Are Issued to Other Than Employees for Acquiring or in Conjunction with Selling Goods or Services".

Acquisition of Certain Exclusivity Rights and Expanded Relationship

On February 27, 2007, we entered into a long-term relationship and acquired certain exclusive rights and intellectual property of a group of
active option traders, which was an existing customer of thinkorswim. Pursuant to a definitive agreement, Investools issued 650,000 unregistered
common shares, and subject to meeting certain thresholds over annual and cumulative three-year periods, will issue an additional 950,000
contingent shares of unregistered common shares to these traders. The value of the contingent shares were measured in accordance with
EITF 96-18 "Accounting for Equity Instruments That Are Issued to Other Than Employees for Acquiring or in Conjunction with Selling Goods
or Services" based upon the value of the common shares at the time the contingent shares are earned. Under the agreement thinkorswim will
indefinitely be the exclusive provider for brokerage services to this group of active option traders and their customers, subject to limited
termination rights granted to each party.

Business Strategy

We offer retail investors a full range of financial services technology as a leading online broker for the educated investor. Our diverse
portfolio of student and brokerage account acquisition channels seeks to initiate each customer relationship based on consistent use of our
products and services to create maximum lifetime value per customer. We achieve this goal by offering our students and traders a full range of
investor education and transaction services through a broad curriculum of courses in equity securities, options, forex, futures, index products,
other derivates and fixed income investment analysis integrated with award winning online brokerage services accessed through software,
web-based and mobile applications.

Our business strategy is based on educating our students and accounts to understand, analyze and manage investment and portfolio risk
with the objective of preserving capital. Customers are instructed in a seven step disciplined, risk-adjusted approach to the capital markets which
includes creating a watch list of investments in our paperMoney application to practice trading strategies prior to entering the markets. Building
our retail customer relationships on the foundation of investor education, we have created a high value, active account base for our brokerage
services with a profitable customer acquisition model for students sourced through our investor education business unit. We believe that this
business strategy is scalable and positions us for continued growth in customer acquisition, sales and profitability.
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Investor Education Business Strategy

We offer a comprehensive suite of investor education products and services for stock, option, foreign exchange, futures, mutual fund and
fixed-income investors. Our products and services are primarily built around an investing method that is designed to teach both experienced and
beginning investors how to approach the selection process for investment securities and actively manage their investment portfolios. Course
offerings are generally combined with web-based tools, personalized instruction techniques and ongoing service and support and are offered in a
variety of learning formats, which solidify the students' understanding of the investing process and help in their effort to take control of their
financial future.

We seek to offer students a full range of investor education products that provide lifelong learning. Generally, students are introduced to
our products and services through a free preview event, either live or online. Attendees of the preview event also have the opportunity to attend a
more comprehensive instructor-led live workshop or an in-depth online home study program. Following completion of the initial workshop or
home study program, graduates are offered continuing education and advanced courses to build on what they have learned. These continuing
education bundles often contain personalized one-on-one coaching and one-to-many online coaching sessions, which are spread out over a
period of time and include ongoing support through a live 800-number and a live-chat hotline for continuing education assistance.

Investor Education Segment Learning Formats / Course Offerings

The content and services available to students, i.e., length of workshop, types of coaching services, length of time over which services are
performed, and access to certain Investools Online features may vary. The different learning formats are as follows:

Preview Event A free event, either live or online, that introduces students to fundamental investing concepts and provides a
broad overview of the financial markets. Students are offered an opportunity to purchase a more comprehensive, live
workshop, and are offered access to a comprehensive online course featuring hours of multimedia content, quizzes, forums,
and live, online-presentations.

Workshops Live, instructor-led investing workshops that cover topics ranging from fundamental investing principles to
advanced investment and option strategies. The workshops provide training for using our proprietary Investools Online
website.

Home Study/Online Courses We also offer all of our courses in an online format. The home study programs provide training
using our proprietary Investools Online website. The Foundation course includes a six-month subscription to the Investools
Online website. Additional online courses on advanced topics are also available.

Coaching Services Coaching services, including interactive workshops, provide students with a personal learning experience,
on-demand access to coaches via the telephone, live events or online. Offered in connection with our education curriculum,
the coaching services allow students to learn at their own pace and apply what they are learning. The interactive coaching
workshops (Interactive Stocks and Options, High Probability Trading) are taught by our most experienced coaches and are
delivered online or live at either our Chicago or Utah facility. On-demand and one-to-many coaching services are
subscription products offered in one to sixty-month time periods. One-to-many coaching services include weekly,
topic-driven live webinar sessions (Trading Rooms), advanced strategy-based group discussions (Active Investor Talk), and
market-based group instruction (Masters Talk®).

Ongoing Support and Tutorials (web subscriptions) As long as graduates maintain an active subscription to Investools
Online, they have access to student and technical support through a live-chat online support option and through an
800-number hotline. Alumni can access a series of inexpensive or free topical, recorded online tutorials. The
click-on-demand tutorials are
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designed to walk graduates through the portion of the Investools Online website that relates to the subject being covered.

thinkorswim paperMoney ® This application became available to Investools' graduates after our merger announcement with
thinkorswim in September 2006. It replicates the live online trading platform available to thinkorswim account holders.
paperMoney provides the student with a "paper" $100,000 portfolio they can use to learn how to execute trades online and
test strategies. paperMoney includes additional charting and tools for analyzing options strategies. All students have access
to weekly online tutorials on the paperMoney platform.

The different course offerings are as follows:

Investing Foundation Course The foundation course covers the 7-Step Investing Formula® and is designed to teach both
experienced and beginning investors how to approach the market, streamline the stock selection process and actively manage
their investment portfolios. The 7 steps are (1) Prepare to be an investor (2) Protect your investment capital (3) Start
analyzing from the top down (4) Conduct a thorough fundamental analysis (5) Search for additional strong stocks

(6) Conduct a thorough technical analysis (7) Manage your portfolio.

Additional courses include Basic Options, Advanced Technical Analysis, Advanced Options, Forex and Advanced Forex.
The course content ranges from strategies to provide the online investor with a number of investment strategies to help
create additional profits and cash flows, to instruction around advanced option and spot currency trading strategies.

Investools Online Our proprietary Investools Online website houses our education curriculum, Investor Toolbox® tools and
online community. Investools Online is the source of all educational content and analytical tools that enable students to
study, review and analyze the seven steps of the Foundation Course as well as advanced investment strategies and provide
students the investment tools needed to execute the strategies taught in our investor education programs. The website has
proprietary features that are not accessible on other financial websites, including more than 200 pre-built stock searches and
9 customizable search engines, comparative analyst reports, over 130 market indicators, intra-day market commentary,
portfolio tracking features, industry leading advanced charting tools, audio and video commentary broadcasts and account
management features.

Continuing Education Programs

Designed for the advanced student, our continuing education programs offer students comprehensive access to a multitude of products and
services at a bundled price. Typically included in the continuing education bundles are additional curriculum, online courses, live workshops,
coaching services and extended access to Investools Online.

Pre-bundled continuing education programs offered in our workshop events include: Trading Rooms, Associate Investor Program, Master
Investor Program and Program of High Distinction. In addition, the Company offers additional continuing education including: Active Investing
Workshops, Interactive Stock and Options, High Probability Trading, and Capital Markets. Programs range from six months to 24 months and
are priced between approximately $800 and $25,000. Students also have the option of purchasing products and services a la carte or bundled
from our telesales organizations.

Brokerage Services Business Strategy

We have created a suite of award-winning trading products that harness the latest technology to allow our customers to securely trade
stocks, options, bonds, mutual funds, futures and forex with easy-to-use interfaces. Our brokerage products are targeted to both novice investors
and active traders, both large and small. We believe that the level of our customer support, educational materials, professional-level trade
analysis tools and order execution capabilities differentiate us from our competitors, and give us a customer retention rate significantly higher
than industry averages. We are
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committed to building better products for our customers through tighter integration of content and technology.
Brokerage Services Platform / Products

The different brokerage platforms are as follows:

thinkDesktop Our flagship trading platform is a technology leader in the online brokerage industry. Real-time streaming
quotes, single-click order execution, live position updates and risk metrics, live account balances and margin requirements,
profit/loss figures, charts, live CNBC Plus streaming video and a broad range of advanced trading tools are designed to assist
the educated investor be an effective trader.

Web-based trading Our comprehensive browser-based trading platform allows customers to access our powerful trade
execution, position monitoring and account management functionality from almost any computer. thinkorswim's web-based
trading is fully synchronized with thinkDesktop, has real-time streaming data and information, and eliminates page refreshes
to make it one of the fastest of the browser-based platforms.

thinkMicro Our application for non-stylus mobile devices offers customers stock, option and futures trading functionality
with real-time streaming quotes, charts and account management features.

thinkMobile Our platform for Wireless Application Protocol (WAP) enabled devices and cell phones with Internet access and
mini-browsers provides trade execution, account and position information, and real-time quotes to customers with
easy-to-use navigation.

thinkAnywhere Our wireless trading application gives customers full trading and position monitoring functionality on pocket
PC devices. It has a fully configurable layout, real-time streaming stock, option and futures quotes, and single-click order
entry.

thinkPod Our portable, light-weight applet for trade execution, position management, charts and real-time streaming quotes
allows customers to access thinkorswim technology directly from any website, and soon via the iPhone, through a
streamlined interface.

thinkPipes Our professional trade execution, order management and direct market access (DMA) platform is designed for
institutional money managers, hedge funds, market makers, regional and tier 1 broker/dealers and equity specialists with
automated trade routing and execution functionality, an open API and customizable analytics.

We schedule approximately 12 releases each year with multiple new features and enhancements. Recent developments include:

Portfolio Margining We introduced portfolio margining to give qualified accounts the benefits of more efficient use of
trading capital as defined by new regulations that allow margin to be determined by the risk of a portfolio.

Forex Trading thinkorswimFX is our new forex interface which allows customers to trade 123 different spot currency pairs.

paperMoney Traders who want to practice executing orders and managing positions can do so on paperMoney, which is a
virtual trading application that replicates the thinkorswim desktop platform. Users are provided a "paper" portfolio they can
use to learn how to execute trades and test strategies. paperMoney is free and accessible simply by registering for a
username and password.
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thinkScript We created a proprietary programming language that lets technologically advanced customers code their own
technical studies and trade indicators on our charting package.
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thinkBack thinkBack is our option strategy back testing feature. Powered by five years of historical option data, thinkBack
gives customers the ability to track simple and complex simulated option trades over time with real option prices.

thinkMoney Our quarterly magazine delivers articles on topics for beginners to advanced traders and showcases new
products, market commentary, trading tips and platform "How-To's".

Advanced Order Execution We redesigned our order routing architecture to give customers greater control and flexibility
when routing orders. With the ability to control the sequence of executions, order trigger prices, and the time of executions
and cancels, customers can implement their trading strategies without being tied to a computer.

We engage in a broad range of activities that include:

Direct Response Television We run various long form and short form direct response television advertisements on network
cable and local and national television for the Investor Education segment.

Internet Marketing We advertise extensively on the Internet using search placement, banners and advertisements on targeted
sites, such as financial portals for education and brokerage prospects. We also benefit from an increasing number of
non-paid Internet referrals, including leads directed to our domain names as a result of Web searches using Internet search
engines.

Direct Mail Direct mail is effective at reaching individuals that express an interest in investor education and
self-improvement. We can also reach specific metro areas for local marketing efforts in connection with our live preview
events.

Print and Broadcast We rely on print and broadcast advertising to target new education prospects and to assist with building
brand recognition.

Re-Marketing Re-marketing efforts include direct mail, telephone and e-mail sent to existing students in our education
database. Re-marketing is an important part of our marketing campaign given our growing database of qualified prospects.

Referrals Referrals continue to be an important source of new students and brokerage customers.

We track leads for every direct mail campaign and direct response television campaign by allowing potential students the opportunity to
respond using the following methods:

Competition

Calling us at a specific toll-free number or

Directing the potential student to one of our specific URL addresses on the Internet that are used to track individual
marketing campaigns for reach and effectiveness.

We are aware of several companies that offer competing educational products or services. While these companies may have greater
resources, we believe that: (i) the depth and quality of our curriculum and training, (ii) the range of our foundation and continuing education
course offerings, from beginner to advanced, (iii) our portfolio of channel partners, (iv) the quality of our instructors and coaches, (v) our
database of prospects and students, and (vi) our focus on improved learning formats such as online and on-demand access to expert instructors
provide us with a considerable competitive advantage compared to other investor education providers.
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The online brokerage market is rapidly evolving and highly competitive. Our direct competitors in this market include broker-dealers that
offer online services, "niche-market" online or licensed software-based brokers, full commission brokerage firms as well as mutual fund
sponsors, banks and other organizations that provide online brokerage services. A representative list of competitors includes

12
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Charles Schwab & Co., Inc., Fidelity Brokerage Services, LLC, E¥TRADE Group, Inc., TD Ameritrade, Inc., TradeStation Group, Inc.,
OptionsXpress, Inc., TradeKing, Interactive Brokers Group, Inc., Merrill Lynch & Co. Inc. and Scottrade, Inc.

In the Investor Education segment and Brokerage Services segment, we attribute our competitive success to the overall quality of our
education and trading products, leading edge technology and superior customer service. Although competition may increase in either segment,
we believe we will maintain our competitive advantage as the online broker for the educated investor.

Intellectual Property

Our success and ability to compete are dependent on our intellectual property, which includes our proprietary technology, trademarks, trade
secrets, tradenames and client base. We rely on a combination of patent, trademark, copyright, contract provisions, licensing agreements,
nondisclosure agreements with employees and contractors, unfair competition and trade secret laws in the United States and other jurisdictions
to protect our proprietary technology and other intellectual property.

We have registered and received approval for a number of trademarks in the United States and foreign countries that are important to our
future success. Of critical importance to us is the Investools trademark. The Investools trademark is a widely recognized, adopted and endorsed
approach to investor education and is associated with quality and reliable service. In addition, as a result of various mergers or acquisitions, we
have acquired the trademarks and tradenames of:

Prophet Financial Systems, Inc. ("Prophet"). Prophet's website is a widely recognized charting tool that has won various
awards and been recognized as a leader in online financial charting applications by Barron's (2006).

thinkorswim, Inc. ("thinkorswim®"). thinkorswim is a leading online brokerage and technology provider for self-directed
options traders. thinkorswim has been recognized as the top rated software-based online broker and best for options traders
by Barron's (2006 and 2007).

MyTrade, Inc. ("mytrade") is an online social-networking content platform for investors of all experience levels.

We have registered and maintain a multitude of domain names to ensure continuity of delivery for all of our websites. Management
believes that our products, trademarks and other proprietary rights do not infringe on the proprietary rights of third parties, and management is
not aware of any current infringement claims against us.

Regulatory Compliance
Overview

Our products and services offered through our Investor Education segment are not currently subject to the prior approval of any government
regulatory body. However, certain foreign countries require that we register with their respective securities commissions before conducting
investment-related workshops; for example, we are registered with the Australian Securities and Investment Commission ("ASIC").

Our brokerage subsidiary, thinkorswim, Inc., is subject to extensive securities and futures industry regulation under both federal and state
laws as a broker-dealer with respect to its equities and equity options business and as an introducing broker with respect to its futures and forex
business. In general, broker-dealers that conduct retail business are required to register with the SEC and to be members of FINRA.
thinkorswim Inc. is registered as a broker-dealer in every U.S. state and the District of Columbia, and is subject to regulation under the laws of
those jurisdictions. thinkorswim Inc. is registered through the NFA as an introducing broker. thinkorswim is also a member of the Securities
Investor Protection Corporation.
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As a registered broker-dealer and a member of FINRA, thinkorswim is subject to the requirements of the Securities Exchange Act of 1934
and the rules and regulations promulgated thereunder relating to broker-dealers and to the membership and Conduct Rules of FINRA. These
regulations establish, among other things, categories of persons that must be registered, standards of conduct for dealing with customers and
minimum net capital requirements. These laws, rules and regulations affect all facets of thinkorswim Inc.'s securities business, including trading
practices, risk disclosure, marketing activities and record-keeping practices. thinkorswim, Inc. is also subject to regulation under various state
laws, including registration requirements. thinkorswim Canada Inc., our Canadian subsidiary, is registered with the IDA.

thinkorswim also provides futures brokerage services and is subject to regulation by the Commodity Futures Trading Commission
("CFTC"), NFA and other self-regulatory organizations ("SROs"), such as the futures exchanges. The regulation of futures transactions in the
United States is an extensive and rapidly changing area of law and is subject to modification by government and judicial action. thinkorswim is
also subject to the Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of
2001, or the Patriot Act.

Our investment advisory subsidiary, Advisors, is registered with and regulated by the SEC and is subject to the regulations of the states in
which it does business. Such regulations include, among other things, disclosure requirements, books and record keeping requirements, and rules
governing advertising.

thinkorswim Canada Inc., our Canadian subsidiary, is a registered investment dealer subject to regulation by Investment Dealers
Association ("IDA") and Ontario Securities Commission ("OSC") in Canada.

Net Capital Rule and Marketing Material Rules

thinkorswim has net capital requirements under SEC, CFTC and NFA regulations, which require minimum net capital requirements.
Because it is an introducing broker in the futures business and its net capital requirements under the SEC rules are greater than its net capital
requirements would be if it were only registered as an introducing broker, the SEC net capital rule governs our capital requirements on the
futures side as well.

thinkorswim is required to maintain net capital of the greater of 6?/3% of aggregate indebtedness, or $0.25 million and requires that the ratio
of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. thinkorswim is also subject to the CTFC Regulation 1.17
("Reg 1.17") under the Commodity Exchange Act, administered by the Commodity Futures Trading Commission and the National Futures
Association, which also requires the maintenance of minimum net capital to be the greater of its SEC and FINRA net capital requirement or
$45,000. At December 31, 2007, the Company had net capital of $37.6 million which was $36.2 million in excess of its required net capital of
$1.4 million. The Company's net capital ratio was 0.55 to 1.

Marketing campaigns by thinkorswim Inc. to bring brand name recognition to its services and to promote the benefit of those services are
regulated by FINRA and NFA. All marketing materials are reviewed by an appropriately-licensed thinkorswim securities principal prior to
release and must conform to standards articulated by the SEC, FINRA and NFA.

Foreign Jurisdictions and Regulation

thinkorswim has a Canadian subsidiary that began operations in mid-December 2007, and provides brokerage services to self-directed
traders and is therefore subject to that country's laws, rules and regulations. Foreign laws, rules and regulation differ from jurisdiction to
jurisdiction.

Customers can access thinkorswim's services through the Internet, including in foreign jurisdictions. It is possible that foreign authorities in
jurisdictions where we are not registered could attempt to assert jurisdiction over our activities or that such authorities could require thinkorswim

to become registered,
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be subject to regulation and enforcement action, or require thinkorswim to cease activities in those jurisdictions.
Human Resources

At December 31, 2007, we had a total of 653 employees, of which 513 were employed by the Investor Education segment and 140 were
employed by the Brokerage Services segment.

Our key personnel are covered by employment and confidentiality agreements. No person employed by us, either full-time, part-time or on
a contract basis, is covered by a collective bargaining agreement or represented by a union, and we have never experienced a work stoppage due
to a protest or related activities. Management considers relations with our personnel to be good.

ITEM 1A. RISK FACTORS

Our operations and financial results are subject to various risks and uncertainties, including those described below, that could adversely
affect our business, financial condition, results of operations, cash flows, and trading price of our common stock. The risks and uncertainties
described below are not the only ones we face. Other events that we do not currently anticipate or that we currently deem immaterial also may
affect our results of operations and financial condition.

Risks Related to Our Business
If we do not successfully introduce new programs, products and services, our growth rate and revenue will be reduced.

Our growth strategy for the educational segment of our business is dependent on our ability to sell existing training programs, products and
services to new students, to open new markets and to develop and introduce new educational programs, products and services. If we are unable
to expand our markets and products, our growth rate and revenue will be reduced. Market conditions and the level of customer interest may be
different for our current products than for new products and marketing costs and methods may differ in new markets, and there can be no
assurance that we will be able to compete favorably with, and obtain market acceptance for, any such new programs, products or services.
thinkorswim's growth strategy also is dependent upon the development of new and the enhancement of existing products and services. The
financial services industry involves rapid technological change and continually evolving industry standards and practices. Our failure to keep
abreast of such changes could result in our technology and systems and our product offerings becoming obsolete. The development of new
products involves significant risks. We may not be able to adapt our new products or services to new standards in the marketplace. In addition,
changes in technologies could force us to incur substantial expenditures to appropriately modify our infrastructure and our products and services.

If we are not able to continually enhance our web-based products and services and adapt them to changes in technology, our future revenue
growth could be adversely affected.

If our improvement and adaptation of our web-based products and services is delayed, results in systems interruptions or is not aligned with
market expectations or preferences, our revenue growth could be adversely affected. The online environment is rapidly evolving, and the
technology used in web-based products changes quickly. We must therefore be able to quickly modify our solutions to adapt to emerging online
standards and practices, technological advances, and changing user and sponsor preferences. Ongoing enhancement of our web site, web-based
products and related technology will entail significant expense and technical risk. We may use new technologies ineffectively or fail to adapt our
web site, web-based products and related technology on a timely and cost-effective basis.

Our corporate debt levels may limit our ability to obtain additional financing.

At December 31, 2007, we had an outstanding balance of $117.5 million in senior secured term loans and $25 million in available senior
secured revolving loan facilities. Our ratio of debt (our senior
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secured term loans and capital lease obligations) to equity (expressed as a percentage) was 73% at December 31, 2007.

Our loan agreements, which contain a number of restrictive covenants that affect our business, restrict our ability to, among other things,
sell or lease assets, pay dividends or other distributions to stockholders, engage in mergers or consolidations, create liens on assets, and borrow
money or issue guarantees.

In addition, as a result of the covenants and restrictions contained in our loan agreements, we are limited in how we conduct our business
and we may be unable to raise additional debt or equity financing to compete effectively or to take advantage of new business opportunities
either through acquisitions or internal expansion. The terms of any future indebtedness could include more restrictive covenants.

We cannot assure you that we will be able to remain in compliance with these covenants in the future and, if we fail to do so, that we will
be able to obtain waivers from the appropriate parties and/or amend the covenants.

We may incur additional indebtedness in the future, including in connection with future acquisitions. Our level of indebtedness, among
other things could:

make it more difficult or costly for us to obtain any necessary financing in the future for working capital, capital
expenditures, debt service requirements or other purposes;

limit our flexibility in planning for, or reacting to, changes in our business; or

make us more vulnerable in the event of a downturn in our business.
We may desire or need to raise additional capital in the future, which may not be available on terms acceptable to us.

If we need, but are unable to obtain, additional capital to expand our operations and invest in new products and services, our business may
be adversely affected. In the future we may require substantial additional capital to finance ongoing operations or the growth of our business. To
the extent that our existing sources of liquidity and cash flow from operations are insufficient to fund our activities, we may need to raise
additional funds. We cannot be certain that we will be able to obtain additional financing on favorable terms. If we fail to raise additional funds,
we may need to sell debt or additional equity securities or to reduce our growth to a level that can be supported by our cash flow. Without
additional capital, we may not be able to: further develop or enhance our services and products; acquire necessary technologies, products or
businesses; expand operations in the United States or internationally; make acquisitions; hire, train and retain employees; market our services
and products; or respond to competitive pressures or unanticipated capital requirements.

We may experience difficulties integrating recent and future acquisitions.

As a result of recent acquisitions and as part of our general business strategy, we expect to make more acquisitions and to experience
significant growth, and expect such growth to continue into the future. There are numerous risks involved in the acquisition of other businesses,
including difficulties in the integration of acquired companies and their operations, products and services; failure to achieve projected synergies;
requiring the focus of management to the detriment of other aspects of our business; possible assumption of unknown liabilities; loss of
customers or employees of acquired businesses; dilution to our shareholders and the reduction of our reported earnings as a result of the
amortization of intangible assets acquired. This growth is expected to place a significant strain on our management, financial, operating and
technical resources. Failure to manage this growth effectively could have a material adverse effect on our financial condition or results of
operations. There can be no assurance that we will be able to effectively integrate the acquired companies, including thinkorswim and mytrade,
with our own operations. Expansion will place significant demands on our marketing, sales, administrative, operational, financial and
management information systems, controls and
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procedures. Accordingly, our performance and profitability will depend on the ability of our officers and key employees