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STATE OF NEW YORK )
COUNTY OF NEW YORK- )  SS:

I, Scott Aschoff, being duly authorized and sworn, affirdl"n”that I am an
officer of CSFBdirect LLC and, to the best of my knowledge and belief, the accompanying financial
statements and supplemental schedules of the Company for the year ended December 31, 2001 are true
and correct. I further represent that neither the Limited Liability Company nor any director or principal

officer has any proprietary interest in any account classified solely as that of a customer.

At

Scott Aschoff
Chief Financial Ofﬁcer

Subscribed and sworn to before me
this 31st day of January, 2002.

oé&am, Wincdesie

Notary Public

LAURAMONDESIR
Notary Public, State of New York
"No. O1M05026252
Qualmed in.Kings County
- Cert. Filed in-New York Countﬁ
Commosswn Expnres April 11, 20



CSFBdirect LLC
(formerly CSFBdirect Inc.)
{An indirect wholly owned subsidiary of Credit Suisse First Boston (USA), Inc.)
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345 Park Avenue
New York, NY 10154

Independent Auditors' Report

The Member of
CSFBdirect LLC:

We have audited the accompanying statement of financial condition of CSFBdirect LLC (formerly
CSFBdirect Inc.), as of December 31, 2001, that you are filing pursuant to rule 17a-5 under the Securities
Exchange Act of 1934. This financial statement is the responsibility of the Company’s management. Our
responsibility is to express an opinion on this statement of financial condition based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the statement of financial condition is free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the statement of financial condition. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall statement of financial condition presentation. We believe
that our audit provides a reasonable basis for our opinion.

As discussed in Note 1 and Note 8, the Company was sold on February 1, 2002.

In our opinion, the statement of financial condition referred to above presents fairly, in all material respects,
the financial position of CSFBdirect LLC at December 31, 2001, in conformity with accounting principles
generally accepted in the United States of America.

KPMe P

February 1, 2002

.. .. KPMG LLR KPMG LLP a US. limited liability partnership, is
a member of KPMG International, a Swiss assaciation,



CSFBdirect LLC
(formerly CSFBdirect Inc.)
(An indirect wholly owned subsidiary of Credit Suisse First Boston (USA), Inc.)

Statement of Financial Condition

December 31, 2001
(in thousands)

ASSETS

Cash and cash eqUIVAIETIES ....ccivvviimiiiiiiiiiiiiiiiiiii e eseeesesenrrreeerreersreerrseneensse S 55,693
Deposit with affiliated clearing broKer.........coooviiiiiiiiiiii e 250
Receivables from brokers, dealers and other, net........c...ccoeiiiiiiiniiiiiiiceer e 1,047
Financial instruments owned, at market value............cccoooiii i 33

Office facilities, at cost (net of accumulated depreciation and amortization of
LS R 4 T 2,883
L0341 o= T o N 1,458
BN o) =Y BT L TP S 61.364

Liabilities:
Payable to affiliates, MEt .......vviiiiiiiiiii et eeenes S 17,797
Accounts payable and accrued EXPENSES ..iuuiiviiriieirenieiieininirieeieeeen e earen s 16,205
Financial instruments sold, not yet purchased, at market value..............cooeveveeneen 253
Total Habilities «.ovuieie et 34,255
Member’'s Equity:
Member's CONIIDULIONIS. . iuuiitiiiir i et e ees s et eee e e s ennsnnsnnss 103,752
Accumulated defiCit ....ooiiiiii e (76.643)
Total MEMDEer'S EQUILY . ..uivivniiiiiii et et e e e s et e eeeenesensannses 27,109
Total Liabilities and Member's EQUILY «..ovvvviiiiiiiiiiiiire e ena 61.364

See accompanying notes to statement of financial condition.



CSFBdirect LLC
{formerly CSFBdirect Inc.)
{An indirect wholly owned subsidiary of Credit Suisse First Boston (USA), Inc.)

Notes to Statement of Financial Condition

December 31, 2001

1. Summary of Significant Accounting Policies

CSFBdirect LLC (the “Company”} is a wholly owned subsidiary of CSFBdirect Holdings Inc. (the “Parent”)
which is a wholly owned subsidiary of Donaldson, Lufkin & Jenrette Securities Corporation (“DLJSC"),
which is a wholly owned subsidiary of Credit Suisse First Boston (USA), Inc. (*CSFB (USA)"), (formerly
Donaldson, Lufkin & Jenrette, Inc.). On December 19, 2001, the Company converted from a Delaware
corporation under the name of CSFBdirect Inc. to a single member Delaware Limited Liability Company,
changing its name to CSFBdirect LLC. CSFB {USA)} was acquired by Credit Suisse Group (‘CSG”) on
November 3, 2000, and became an indirect, wholly owned subsidiary of CSG (“the acquisition”). CSG
accounted for the acquisition using the purchase method of accounting. No adjustments of the historical
carrying values of the Company’'s assets and liabilities to reflect the acquisition were recorded in the
Company’s historical financial statements. Similarly, although the acquisition gave rise to goodwill, none of
this goodwill was “pushed down” to the Company, and thus goodwill associated with the acquisition will
not affect the Company’s statement of financial condition, on a separate company basis. CSFB {USA}
announced on November 28, 2001 that it reached an agreement to sell CSFBdirect LLC (formerly
CSFBdirect Inc), to Bank of Montreal. The price was $520 million and the transaction closed on February
1, 2002. The Bank of Montreal also signed a multi year agreement for a CSFB (USA) affiliate to provide
clearing and technology services.

The Company, a registered broker-dealer, is in the business of providing brokerage services for retail
customers, principally through online systems developed by an affiliate. The Company offers to its
customers a wide variety of investment research, news, quotes, charts, and other tools through various
programs, and, to certain qualified investors, access to lead-managed initial public offerings of broker-
dealer affiliates of CSFB (USA]).

To prepare the statement of financial condition in accordance with accounting principles generally accepted
in the United States of America, management must estimate certain amounts that affect the reported
assets and liabilities and disclosure of contingent assets and liabilities. Actual results could differ from
those estimates.

Substantially all of the Company’s financial assets and liabilities are carried at market or fair value or are
carried at amounts, which approximate fair value because of their short-term nature. Fair value is
estimated at a specific point in time, based on relevant market information.

Cash equivalents include all demand deposits held in banks and certain highly liquid investments with
maturities of 90 days or less.

Receivables from brokers, dealers and other, net in the accompanying statement of financial condition
primarily consists of revenues earned from customer transactions, net of an estimated allowance for
doubtful accounts.

Office facilities are carried at cost and are depreciated on a straight-line basis over the estimated useful
lives of the related assets ranging from three to eight years. Leasehold improvements are amortized over
the lesser of the useful life of the improvement or the term of the lease.

The Company is included in the consolidated Federal income tax return of Credit Suisse First Boston, Inc.
(*CSFBI"), the immediate parent of CSFB (USA) for the period January 1, 2001 through December 19, 2001,
the date on which the Company was converted to a single member limited liability company. As a single
member limited liability company, the Company is not itself subject to tax. Rather, the Company will be
included with its Parent in the federal consolidated and state and local combined tax returns of CSFBI.
Pursuant to a tax sharing arrangement with its Parent, the Company has been credited with tax benefit on
its loss for the year as if the Company filed on a stand-alone basis.



CSFBdirect LLC
(formerly CSFBdirect Inc.)
(An indirect wholly owned subsidiary of Credit Suisse First Boston (USA), Inc.)

Notes to Statement of Financial Condition

2. Related Party Transactions

Payable to affiliates include the net balance resulting from receipts and funding of disbursements on behalf
of the Company by an affiliate and fees charged to the Company for program support and maintenance
services provided by an Internet technology affiliate.

Pursuant to a clearing agreement between the Company and DLJSC, all securities transactions of the
Company are cleared on a fully disclosed basis through DLJSC. In connection therewith, the Company has
$250,000 as a security deposit with DLJSC at December 31, 2001.

Employees of the Company participate in the defined contribution employee benefit plan of CSFBI, the
parent of CSFB (USA). Certain key employees of the Company participate in various deferred compensation
arrangements, as well as other non-qualified plans, which are funded by insurance contracts.

3. Net Capital

The Company is a registered broker-dealer and a member of the National Association of Securities Dealers,
Inc. (*“NASD”) and, accordingly, is subject to the minimum net capital requirements of the Securities and
Exchange Commission and the NASD. As such, it is subject to the NASD’s net capital rule, which conforms
to the Uniform Net Capital Rule pursuant to rule 15¢3-1 of the Securities Exchange Act of 1934. As a
broker-dealer who does not carry customer accounts, under the alternative method permitted by this rule,
the required net capital, as defined, shall not be less than $250,000. At December 31, 2001, the
Company’s net capital of $19.8 million was in excess of the minimum requirement by $19.6 million.

4. Income Taxes

The Company records the settlement of all current and deferred income taxes in the intercompany account
with CSFB (USA) under a tax sharing arrangement.

The tax effects of temporary differences that give rise to significant portions of the deferred tax asset, which
is settled through the intercompany account with CSFB (USA), at December 31, 2001 are as follows:

Amount
Deferred tax assets:
Deferred compensation and accrued expenses .......c........... $2,262
Office facilities and other .......coiveiveveiiinee s 124
Total deferred tax aSSELS ..ooviviriiiiii i ee e 2.386

Management has determined that the realization of the recognized net deferred tax asset of $2.4 million at
December 31, 2001 is more likely than not, based ultimately on anticipated future taxable income. The
Company also is a participant in CSFB (USA) and CSFBI planning strategies, which may enhance its ability
to utilize these tax benefits. As a result, at December 31, 2001 a valuation allowance has not been
recorded against deferred tax assets. However, if estimates of future taxable income are reduced, the
amount of the deferred tax assets considered realizable could also be reduced.



CSFBdirect LLC
(formerly CSFBdirect Inc.)
(An indirect wholly owned subsidiary of Credit Suisse First Boston (USA), Inc.)

Notes to Statement of Financial Condition

5. Leases, Commitments and Contingent Liabilities

The Company leases substantially all of its office space and equipment under cancelable and non-
cancelable lease agreements through or with an affiliate. Such leases expire on various dates through
2017.

At December 31, 2001, non-cancelable leases in excess of one year, excluding escalation and renewal
options, had the following minimum lease commitments:

(In thousands)
2002 ceiiiiii e ea s S 22,644
2003 e aas 21,055
2004 .. e e, 18,887
2005 11 iiiire e 17,672
2006 11iinveiiiiiie e ans 16,196
2007-2017 .o 50,334
Total 146.7

Management of the Company is not aware of any legal proceedings or other matters arising out of its
activities as a broker-dealer in securities that would result in a material adverse effect on the Company’s
financial position or results of operations.

6. Concentrations of Credit Risk

In the normal course of business, the Company’s affiliated clearing broker makes loans to the Company’s
customers collateralized by customer securities. The affiliated clearing broker extends credit for the
customer margin accounts of the Company. In permitting the customers to purchase securities on margin,
the Company is exposed to the risk of a market decline that could reduce the value of the collateral held to
below the customers’ indebtedness before the collateral can be sold, which could result in losses to the
Company. The Company seecks to control the risk associated with its customer activities by making credit
inquiries when establishing customer relationships and by monitoring customer trading activity.

Credit risk is the amount of accounting loss the Company would incur if a counterparty failed to perform
its obligations under contractual terms. Substantially all of the clearing and depository operations for the
Company are performed by its affiliated clearing broker pursuant to a clearance agreement. The affiliated
clearing broker reviews as considered necessary, the credit standing of the counterparties with which the
Company conducts business. The Company’s exposure to credit risk associated with the nonperformance
of counterparties in fulfilling their contractual obligations pursuant to securities transactions can be
directly impacted by volatile securities markets, credit markets and regulatory changes.

7. Subsequent Events

On January 31, 2002, the Company purchased fixed assets, which it previously had been leasing from an
affiliate as part of the sale to Bank of Montreal. The purchase price of the assets was $3.1 million, which
approximated fair value.

In January 2002, prior to the closing of the sale to Bank of Montreal, the Company received a capital
contribution of $5.0 million from its parent, and paid down $17.8 million in payables to affiliates, and $7.4
million of accrued expenses financed by the sale/liquidation of cash equivalents.

On February 1, 2002, the Company was sold to the Bank of Montreal for $520 million.



Schedule 1

CSFBdirect, LLC
Computation of Net Capital
Pursuant to Rule 15¢3-1
As of December 31, 2001
{(in thousands)

MEMDET'S EQUILY . c.euvneniiiiiiiiei i e e $ 27,109
Subordinated bOITOWINGS.......ccuuvviiiimiiiiiiiniiiiiiicie et -
Other or allowable creditS.......ccoiiiiieiiiiiiiiiii -
1K) 7 ) OO 27,109
Nonallowable assets and miscellaneous capital charges: ’
Receivables from brokers, dealers and other 2,463
Investment in and receivables from affiliate..........ccoovveviiiieiin i 48
Fixed assets, (net) 2,883
Other deductions and/or charges...........cccovvviiiiviiininiiiiniiin e, 1,444
] 7 ) SO 6,838
Net capital before haircuts on securities positions........ccccoovevieeeeeeenn. 20,271
Haircuts on securities positionsS............ccoviiiiniiiniiiniiinin et (452)
Net CapItaliinii i e ee e eeaee 19,819

Minimum dollar net capital requirement of reporting broker or dealer
and minimum net capital requirement of subsidiaries computed in
accordance with Note A......oooiviieiiiiiii e 250

Capital in excess of minimum requirements............c.occveviiiiiniinn. $ 19,569

NOTE (A) The minimum net capital requirement should be computed by
adding the minimum dollar net capital requirement of the reporting broker
dealer and, for each subsidiary to be consolidated, the greater of:

1.) Minimum dollar net capital requirement, or
2.) 8-2/3% of aggregate indebtedness or 2% of aggregate debits if
alternative method is used.

NOTE - There are no material differences between the amounts
presented above and the amounts included in CSFBdirect LLC's
unaudited FOCUS Report of December 31, 2001 as filed on
January 25, 2002. Therefore, no reconciliation of the two
computations is deemed necessary.
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345 Park Avenue
New York, NY 10154

Independent Auditors’ Report on Internal Control Required by
SEC Rule 17a-5

The Member of
CSFBdirect LLC:

In planning and performing our audit of the financial statements of CSFBdirect LLC (the “Company”) for the
year ended December 31, 2001, we considered its internal control, including control activities for safeguarding
securities, in order to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (“SEC”), we have made a study
of the practices and procedures followed by the Company including tests of such practices and procedures that we
considered relevant to the objectives stated in rule 17a-5(g) in making the periodic computations of net capital
under rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of rule 15¢3-3. Because
the Company does not carry securities accounts for customers or perform custodial functions relating to customer
securities, we did not review the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications and comparisons
2. Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section 8§ of Federal Reserve
Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and
judgments by management are required to assess the expected benefits and related costs of controls, and of the
practices and procedures referred to in the preceding paragraph, and to assess whether those practices and
procedures can be expected to achieve the SEC’s above-mentioned objectives. Two of the objectives of internal
control and the practices and procedures are to provide management with reasonable but not absolute assurance
that assets for which the Company has responsibility are safeguarded against loss from unauthorized use or
disposition and that transactions are executed in accordance with management's authorization and recorded
properly to permit the preparation of financial statements in conformity with generally accepted accounting
principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding

paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to above, error or fraud
may occur and not be detected. Also, projection of any evaluation of them to future periods is subject to the risk
that they may become inadequate because of changes in conditions or that the effectiveness of their design and
operation may deteriorate.

l l. . KPMG LLP KPMG LLR a U.S. limited kability partnership, is
& member of KPMG International, a Swiss association.



Our consideration of internal control would not necessarily disclose all matters in internal control that might be
material weaknesses under standards established by the American Institute of Certified Public Accountants. A
material weakness is a condition in which the design or operation of the specific internal control components does
not reduce to a relatively low level the risk that error or fraud in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions. However, we noted no matters involving internal control,
including control activities for safeguarding securities that we consider to be material weaknesses as defined
above.

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph of
this report are considered by the SEC to be adequate for its purposes in accordance with the Securities Exchange
Act of 1934 and related regulations, and that practices and procedures that do not accomplish such objectives in
all material respects indicate a material inadequacy for such purposes. Based on this understanding and on our
study, we believe that the Company's practices and procedures were adequate at December 31, 2001, to meet the
SEC’s objectives.

This report is intended solely for the information and use of the Member, management, the Securities and
Exchange Commission, the National Association of Securities Dealers, Inc., and other regulatory agencies that
rely on rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and
dealers, and is not intended to be and should not be used by anyone other than these specified parties.

KPMe LP

February 1, 2002



