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INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
(Name -- if individual, state last, first, middle name)
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STATE OF NEW YORK )
COUNTY OF NEW YORK) SS:

1, David Fisher, being duly authorized and sworn, affirm that I am an officer of Credit Suisse First Boston
LLC (the “Company”) and, to the best of my knowledge and belief, the accompanying consolidated financial
statements and supplemental schedules of the Company for the year ended December 31, 2003 are true and correct.
I further represent that neither the Company nor any ditector or principal officer has any proprietary interest in any

account classified solely as that of a customer.

NI

David Fisher
Managing Director and Chief Financial Officer.

Subsctibed and sworn to before me
this 20th day of February, 2004.

&g';z(//,é& 7[,, 7 £ 0/@{ L/u [_M()MOKMZ)

Notary Public

LAURA MONDESIR - G UJRY 1
Notary Public, State of New York
No. 01M05026252
Qualified in Kings County
Cert. Filed in New York County
Commission Expires 7 ,/_ Ol
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STATE OF NEWYORK )
COUNTY OF NEW YORK )  SS:

We, David Fisher and Frank DeCongelio, being allied members of the New York Stock Exchange, Inc,

hereby attest that the accompanying consolidated financial statements and supplemental schedules have been or will

be made available to all members and allied members of the New York Stock Exchange.

Subscribed and sworn to before me

this 20th day.of February, 2004.

Nt T Frad i (Pongen)

Notary Public

LAURA MONDESIR - Cé’l)i’)k(cd
Notary Public, State of New York
a *o 31M?(50262052 nty
uatified in Kin ou
Cert. Filed in New%(ork County

Commission Expires 7 /- iy

Dt Fid

David Fisher
Managing Director, Chief Financial Officer
and Alled Member

nslsr

Frank DeCongelio ¢
Managing Director, Chief Operating Officer
and Allied Member
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Credit Suisse First 3ostonSLLC and Subsidiaries
(Formerly known as Credit Suisse First Boston Corporation)
(A wholly owned subsidiary of Credit Suisse First Boston (USA), Inc.)
(S.E.C. 1.D. NO. 800422)

Consolidated Statement of Financial Condition
As of December 31, 2003
And Independent Auditors’ Report
And Supplemental Report
On Internal Control
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(Pursuant to Rule 17a-5(e)(3)
Under the Securities Exchange Act of 1934)
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KPMG LLP
345 Park Avenue
New York, NY 10154

Independent Auditors’ Report

Member of
Credit Suisse First Boston LLC
(Formerly known as Credit Suisse First Boston Corporation):

We have audited the accompanying consolidated statement of financial condition of Credit Suisse
First Boston LLC and Subsidiaries, (formerly known as Credit Suisse First Boston Corporation
and Subsidiary) (the “Company”), a wholly owned subsidiary of Credit Suisse First Boston (USA),
Inc., as of December 31, 2003, that you are filing pursuant to rule 17a-5 under the Securities
Exchange Act of 1934 and regulation 1.10 under the Commodity Exchange Act. This
consolidated financial statement is the responsibility of the Company’s management. Our
responsibility is to express an opinion on this consolidated financial statement 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 consolidated statement of financial condition is free of
material misstatement. An audit of a consolidated statement of financial condition includes
examining, on a test basis, evidence supporting the amounts and disclosures in that consolidated
statement of financial condition. An audit of the consolidated statement of financial condition
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 of the consolidated statement of financial condition provides a reasonable
basis for our opinion.

In our opinion, the consolidated statement of financial condition referred to above presents fairly,
in all material respects, the financial position of Credit Suisse First Boston LLC and Subsidiaries,
at December 31, 2003, in conformity with accounting principles generally accepted in the United
States of America.

As discussed in Note 2 to the consolidated financial statements, in 2003 the Company changed
its method of accounting for variable interest entities and stock-based compensation.

KPMG LLP

February 20, 2004

I.. . KPMG LLP, a U.S. limited liability partnership, is the U.S.
member firm of KPMG International, a Swiss cooperative.
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CREDIT SUISSE FIRST BOSTON LLC AND SUBSIDIARIES s

(A wholly owned subsidiary of Credit Suisse First Boston (USA), Inc.) ' i O
Consolidated Statement of Financial Condition S \{g,/\/»:\
December 31, 2003 ‘ L (3\
(In millions) S ey R ’

ASSETS

Cash and cash eqUIVAIENES ... e $ 212
Collateralized short-term financings:

Securities purchased under agreements to resell ..o 50,796

SECULIHES BOLIOWE ...vieveviiiiieie et ra bbb bbb et s sere bbb e sra b b nassesrtesen 78,022
Receivables:

CUISTOIMIEES wvivieetierietasietr e stese et et et ebeseetsuasee et etatea ss et e as s e e et s easbesbas ebesrAesserebeseesnresassreebebascasesasessrs s anbons 2,564

Brokers, dealers and Other ...ttt b et sae s aeban 6,395
Financial instruments owned (includes securities pledged as collateral of $40,443):

U.S. government and ageNCIES ..ot s es b s 31,684

COLPOLALE AEDU couvviieiiere s e s e 13,460

BQUILIES oot e R b e 13,691

D EIIVALIVES COMELACES 1vevirtrereeieieeiitiectaetesees st ettt st essse sesaeses e e srseeseasassaneseesasee bt eesebesennssatebess e asesasaneran 2,816

COMMELCIAL PAPEL...oveveirriitincti st bbb s 641

R o ittt ettt et e b ettt e sa st ae et s e A et b b s as Rt ee b Sheets bt s ses S ers s eassran bt ene 308
N et AEfErred tAX ASSEE ceuveuereireiiiiieeteteseereeie et re et eeesesasestsaesesse b s st ebessssesesassenesesbessrsbesensstssesraseebesnreennsas 953
Office facilities at cost (net of accumulated depreciation and amortization of $480)......cccccocvvvnnne. 232
GOOAWIIL ...ttt e b et e st b s st s bbb e bbb b en s b s st b s anseaa s s e rnssanbes s ansntas 253
Loans receivable from parent and affiliates..........ccvrvmccovnniimicvnsior e 277
OhEr ASSELS c.evuveiuririioereecertetareiers e aetets et se b se s s b s ss st sas e sese b e bt sn bt et s s s e s bsn et eeassat s nsnsesebaasrantenes 329

TOTA] ASSEIS vveiirteireeeeie ettt ee ettt ass b e e s a et s e e S ee Rt s Rt e e bt esa st esn s et e b s e anear e anaenen $ 202,633

See accompanying notes to consolidated statement of financial condition
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CREDIT SUISSE FIRST BOSTON LLC AND SUBSIDIARIES
(A wholly owned subsidiary of Credit Suisse First Boston (USA), Inc.)
Consolidated Statement of Financial Condition
December 31, 2003
(In millions)

LIABILITIES AND MEMBER’S EQUITY

ShOTt-tEIM DOLLOWINES ..vu.cerverisieiriceeesie ettt sas st b $ 11,235
Collateralized short-term financings:
Securities sold under agreements t0 £ePULChASE... oo 104,974
SECULIHES LOANE ..ottt ettt et b et b ettt shea s esebebes st esnsebesebebeantntanns 28,851
Payables: '
CUISEOIIIEES . eueter et eae bt eae bbb e ea b s b e a e et se R et et s ket s st p et etae s ra s s s enene 4,122
Brokers, dealers and Other ... st e 5,058
Financial instruments sold not yet purchased:
U.S. government and agencies ............... eeeteeeeete et rar ittt et sena s ee s Rt eete st etk eb ek e st enat e et ebseb b s eat e st etesena 23,290
COIPOLALE QDL oeicervimeevirivecitenie ettt ittt st sn e ba s sstn s s sns 2,466
B QUIBIES oottt b bbb 3,015
DDELIVALIVES COMELACES uuvuiererieeerieeieteeeieriti et ceeaciea s taea e et s bttt bbb bbbt esne 2,641
OIBE v ietei ettt er e ce s et e £ et Ren b s b e 196
Obligation to return securities received as collateral.........ooieiicimreiic s 1,955
Accounts payable and accrued EXPENSEs ..o 1,926
Other HabilIHES....ooveeeriiieeiete ettt et sttt btttk st et e be e bt e b e et e sn e e nesans 2,735
Subordinated BOLEOWINES ......coviiiiiiece s e s 5,075
T OtAl HADIHIES . ieu.evutetieeciecire ettt sttt e st en st nees 197,539
Member’s Equity:
DMEMDBEL’S COMIDULIONS .ruvrviuirterieieirier ittt et ettt eeeeb e a sttt esse e e e bas et e b anesebsansseesesbasensebaseseanssesesrasnsrsenen 4,617
AccUMUIALEd ALMINGS......eeveriiiiie vt st bbb 634
Accumulated other comprehensive 0SS ..o (157)
Total MEMDEL™S @QUILY ...v.cvvvieiices ettt 5,094
Total liabilities and member’s eqQUILY....c.cccoiiiiiiiiiii et § 202,633

See accompanying notes to consolidated statement of financial condition
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CREDIT SUISSE FIRST BOSTON LLC AND SUBSIDIARIES
(A wholly owned subsidiary of Credit Suisse First Boston (USA), Inc.)
Notes to Consolidated Statement of Financial Condition
December 31, 2003

1. Organization and Description of Business

Credit Suisse First Boston LLC (the “Company™), formerly known as Credit Suisse First Boston Corporation,
is a wholly owned subsidiary of Credit Suisse First Boston (USA), Inc. (the “Parent Company” or “CSFB (USA)”),
and an indirect wholly owned subsidiary of Credit Suisse First Boston, Inc. (“CSFBI™), whose ultimate parent is Credit
Suisse Group (“CSG”). The Company became a wholly owned subsidiary of the Parent Company as part of the
acquisition on November 3, 2000 of the Parent Company by CSG (the “Acquisition”). Although the Acquisition gave
rise to goodwill, none of the goodwill was “pushed down” to the Company. The goodwill on the Company’s
consolidated statement of financial condition primarily relates to the 1988 merger between First Boston Inc. (now
CSFBI) and Credit Suisse Holdings (now CSG).

On January 17, 2003, the Company converted to a Delaware limited liability company (“LLC”), a legal status
that achieves operational flexibility and certain tax efficiencies and changed its name to Credit Suisse First Boston
LLC, a single-member limited Lability company. As a result of this conversion, the capital stock of Credit Suisse First
Boston Corporation was cancelled and converted into one limited Lability company interest. The conversion of
Credit Suisse First Boston Cortporation to an LLC did not have any effect on the liabilities or obligations of the
Company. Accordingly, the Company reflected this conversion by combining amounts previously presented as
common stock and additional paid in capital into member’s contributions.

The PCS division of Pershing LL.C, a sister company, including $16 million of fixed assets, was contributed to
the Company. The contribution has been accounted for at historical cost in a manner similar to pooling-of-interest
accounting because Pershing 11.C and the Company were under the common control of CSFBI at the time of the
conttibution. The PCS business did not have a matetial effect on the consolidated statement of financial condition of
the Company. '

The Parent Company contributed $11 million of goodwill to the Company which resulted from the Parent
Company’s acquisition of Volaris Advisors in June 2003. The Volaris Advisors business was integrated into the
Company’s PCS business.

The consolidated statement of financial condition includes the accounts of Credit Suisse First Boston LLC
and its wholly owned subsidiary, Special Situations Holdings, Inc. — Westbridge (“Westbridge”) as well as three
variable interest entities ("VIEs") that were consolidated in 2003 as a result of the Company's adoption of the
Financial Accounting Standards Board ("FASB") Interpretation ("FIN") No. 46, “Consolidation of Variable Interest
Entities,” an Interpretation of Accounting Research Bulletin No. 51, “Consolidated Financial Statements.” During
1999, Westbridge was established for the purpose of holding certain investment securities. See Note 5 for more
information regarding the Company’s consolidation of VIEs.

The Company, as a U.S. registered broker-dealer, provides a variety of capital raising, market making,
advisory and brokerage services for its government, financial institution, corporate clients and affiliates. It is also a
primary dealer in U.S. Government securities and an underwriter, placement agent and dealer for money market
instruments, commercial paper, mortgage and other asset-backed securities, as well as a range of debt, equity and
other convertible securities of corporations and other issuers. The Company also executes trading strategies for its
own account using debt, equity and related derivative instruments.

2. Summary of Significant Accounting Policies

Basis of financial information. To prepare consolidated statement of financial condition in accordance with
accounting ptinciples generally accepted in the United States of America, management must make certain estimates
and assumptions. The reported amounts of assets and liabilities are affected by these estimates and assumptions, the
most significant of which are discussed in the notes to the consolidated statement of financial condition. Estimates, by

3
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CREDIT SUISSE FIRST BOSTON LLC AND SUBSIDIARIES
(A wholly owned subsidiary of Credit Suisse First Boston (USA), Inc.)
Notes to Consolidated Statement of Financial Condition (Continued)

December 31, 2003

2. Summary of Significant Accounting Policies (Continued)

their nature, are based on judgment and available information. Therefore, actual results could differ materially from
these estimates. All material intercompany balances have been eliminated.

Cash and cash equivalents. Cash and cash equivalents include all demand deposits held in banks and certain
highly liquid investments with maturities of 90 days or less, other than those held for sale in the ordinary course of
business.

Collateralized short-term financings. The Company enters into transactions involving secutities sold under
agreements to repurchase (“repurchase agreements”) and securities purchased under agreements to resell (“resale
agreements”) and securities borrowings and securities lending transactions as part of the Company’s matched-book
activities to accommodate clients, finance the Company’s trading inventory and obtain securities for settlement.

Repurchase agreements and resale agreements are treated as collateralized financing arrangements and are
carried at contract amounts that reflect the amounts at which the secutities will be subsequently repurchased or resold.
Interest on such contract amounts is accrued and is included in the accompanying consolidated statement of financial
condition in receivables from and payables to brokers, dealers and other. The Company takes possession of the
securities purchased under resale agreements and obtains additional collateral when the market value falls below the
contract value. The Company nets certain repurchase agreements and resale agreements with the same counterparty in
the consolidated statement of financial condition when the requirements of FIN No. 41 are satisfied.

Securities borrowed and securities loaned transactions are recorded at the amount of cash collateral advanced
or received. For secutities borrowed, the Company deposits cash, letters of credit or other collateral with the lender.
For securities loaned, the Company receives cash or other collateral from the borrower generally in excess of the
market value of securities loaned. The Company monitors the market value of secutities borrowed and loaned daily
and obtains or refunds collateral as necessary.

Securities transactions Customer securities transactions are recotded on a settlement date basis. Receivables
from and payables to customerts include amounts due on cash and margin transactions. Amounts teceivable and
payable for securities transactions that have not reached their contractual settlement date ate recorded net on the
consolidated statement of financial condition,

Financial instruments. Substantially all of the Company's financial instruments, as well as financial instruments
with off-balance sheet risk, are carried at fair value. Fair value is estimated at a specific point in time, based on relevant
market information or the value of the underlying financial instrument. Financial instruments are recorded on a trade
date basis.

Fair value. The determination of fair value is fundamental to the Company's financial condition and, in cettain
circumstances, requires management to make complex judgments. Fair value is based generally on listed market prices
or broker or dealer price quotations. If prices ate not readily determinable or if liquidating the Company's positions is
reasonably expected to affect market prices, fair value is based on either internal valuation models or management's
estimate of amounts that could be realized under current market conditions, assuming an orderly liquidation over a
reasonable period of time. Certain financial instruments, including over-the-counter (“OTC”) derivatives contracts,
are valued using pricing models that consider, among other factors, contractual and market prices, correlations, time
value, credit, yield curve, volatility factors and/or prepayment rates of the underlying positions. The use of different
pricing models and assumptions could produce materially different estimates of fair value.

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



4

|

}

- -‘
-~ - by ~

7

h]

-‘ - -

CREDIT SUISSE FIRST BOSTON LLC AND SUBSIDIARIES
(A wholly owned subsidiary of Credit Suisse First Boston (USA), Inc.)
Notes to Consolidated Statement of Financial Condition (Continued)

December 31, 2003

2. Summary of Significant Accounting Policies (Continued)

Goodwill and identifiable intangible assets. Goodwill represents the amount by which the purchase price exceeds
the fair value of the net tangible and intangible assets of an acquired company on the date of acquisition. On Januaty
1, 2002, the Company adopted SFAS No. 142, “Goodwill and Other Intangible Assets”, which requires goodwill and
indefinite-lived intangible assets to be reviewed annually for impairment instead of being amortized to earnings.
Intangible assets that do not have indefinite lives, principally software, trade names and trademarks, are amortized
over their useful lives and reviewed for impairment. These intangible assets are included in “Other assets” in the
consolidated statemnent of financial condition.

Stock-based Compensation. In August 2003, the Company adopted the fair value recognition provisions of SFAS
No. 123, “Accounting for Stock-Based Compensation” (“SFAS 1237), as amended by SFAS No. 148, “Accounting
for Stock-Based Compensation—Transition and Disclosure,” using the prospective method.

Stock option awards granted in or before January 2003 for services provided in prior years, if not
subsequently modified, will continue to be accounted for under the recognition and measurement provisions of
Accounting Principles Board Opinion No. 25, “Accounting for Stock Issued to Employees” (“APB 25”).

In September 2003, the Company amended the Plan and introduced three-year vesting for all stock option
and phantom stock awards effective January 1, 2004. The imposition of three-year vesting is intended to improve
employee retention and long-term performance.

Income taxes. The Company accounts for income taxes under the provisions of SFAS No. 109, “Accounting
for Income Taxes” (“SFAS 109”). Under SFAS 109, defetred income taxes are recorded for the future tax
consequences of events that have been recognized in the consolidated statement of financial condition, based upon
enacted tax laws and rates. Deferred tax assets are recognized subject to management's judgment that realization is
more likely than not. See Note 4 for more information.

New Accounting Pronouncements

In Apnl 2003, the FASB issued SFAS 149, “Amendment of Statement 133 on Derivative Insttuments and
Hedging Activities” which amends and clarifies financial accounting and reporting for derivative instruments,
including certain derivative instruments embedded in other contracts and for hedging activities under FASB Statement
No. 133. Amongst other changes, SFAS 149 clarifies under what circumstances a contract with an initial net
investment meets the characteristic of a derivative and amends the regular-way security trades exception to when-
issued securities or other securities that do not yet exist. SFAS 149 is effective for contracts enteted into or modified
after June 30, 2003, except for forward purchases or sales of when-issued securities ot other securities that do not yet
exist, the new provisions of which should be applied to both existing contracts outstanding as of June 30, 2003 and
new contracts entered into after June 30, 2003. The adoption of SFAS 149 resulted in all forward purchases and sales
of when issued securities being reported as derivative instruments on the Company’s consolidated statement of
financial condition.

In May 2003, the FASB issued SFAS No. 150, “Accounting for Certain Financial Instruments with
Characteristics of both Liabilities and Equity” (“SFAS 150”). SFAS 150 establishes standards for an issuet’s
classification of certain financial instruments that have both liability and equity characteristics and imposes additional
disclosure requirements. SFAS 150 applies to financial instruments entered into or modified after May 31, 2003 and is
effective for fiscal periods beginning after June 15, 2003. The adoption of SFAS 150 did not have an nnpact on the
Company’s consolidated statement of financial condition.

In December 2003, the FASB issued Interpretation No. 46 (revised December 2003), Consolidation of
Vatiable Interest Entities (“FIN 46R”), which addresses how a business enterptise should evaluate whether it has a

5



)

4

~

CREDIT SUISSE FIRST BOSTON LLC AND SUBSIDIARIES
(A wholly owned subsidiary of Credit Suisse First Boston (USA), Inc.)
Notes to Consolidated Statement of Financial Condition (Continued)

December 31, 2003

2. Summary of Significant Accounting Policies (Continued)

controlling financial interest in an entity through means other than voting rights and accordingly should consolidate
the entity. FIN 406R replaces Interpretation No. 46, Consolidation of Variable Interest Entittes (“FIN 46”), which was
issued in January 2003. Entities that had apphied FIN 46 to a VIE prior to the effective date of FIN 46R can either
continue to apply FIN 46 until the effective date of FIN 46R or can choose to apply FIN 46R at December 31, 2003.

The Company adopted the requirement of FIN 46 as of December 31, 2003, resulting in initial consolidation
of three VIEs. One of the consolidated VIEs was created after February 1, 2003.

In December 2003, the FASB revised SFAS No. 132, “Employers’ Disclosures about Penstons and Other
Postretitement Benefits” (“SFAS 132R”). SFAS 132R retained the disclosure tequitements from the original statement
and requires additional disclosures. SFAS 132R is effective for financial statements with fiscal years ending after
December 15, 2003 and the interim disclosures are required for periods beginning after December 15, 2003. The
Company has adopted the new disclosure requirements of SFAS 132R. See Note 12 for more information.

In January 2004, the FASB issued FASB Staff Position (“FSP”) 106-1, “Accounting and Disclosure
Requirements Related to the Medicare Prescription Drug, Improvement and Modernization Act (“Medicare Act”)”
(“FSP 106-17). The Medicare Act became law in December 2003 and introduced both a Medicare presctiption drug
benefit and a federal subsidy to sponsots of retiree health-care plans that provide a benefit that is at least “actuarially
equivalent” to the Medicare benefit.

FSP 106-1 allows companies with postretirement healthcare plans that provide a prescription drug benefit to
defer recognition of the prescription drug provisions of the Medicare Act. The deferral election suspends the
application of the measurement and the disclosure requirements of SFAS No. 106, “Employers” Accounting for
Postretirement Benefits Other than Pensions” (“SFAS 106”) until authoritative guidance is issued. The guidance is
effective for interim ot annual statements of financial condition with fiscal years ending after December 7, 2003. The
Company has elected to defer the accounting for the Medicare Act and is still evaluating the impact. See Note 12 for
more information.

3. Related Party Transactions

The Company is involved in significant financing and other transactions, and has significant related party
balances, with Credit Suisse First Boston, a Swiss bank subsidiary of CSG and an indirect parent of the Company, and
certain of its subsidiaries and affiliates. The Company generally entets into these transactions in the ordinary course of
business and believes that these transactions are generally on market terms that could be obtained from unrelated
third parties.
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CREDIT SUISSE FIRST BOSTON LLC AND SUBSIDIARIES
(A wholly owned subsidiary of Credit Suisse First Boston (USA), Inc.)
Notes to Consolidated Statement of Financial Condition (Continued)

December 31, 2003

3. Related Party Transactions (Continued)

The following table sets forth related party assets and liabilities as of December 31, 2003:

(In millions)
ASSETS

Securities purchased under agreements t0 £8S€ll .o vrvvieeiiviciveir e $ 8479
SECULIHES DOLEOWE....veuiieieiiiireit ettt et a et e b s s se bt e s ne s e nr st ne e 1,712
Receivables from brokers, dealers and Other .......oooivveviivciicciceee et 1,087
DD TV ATV €S COMEEACES 1veuvveriaeeeivisiieetisereseesetesesissereses s eaesensesessrs s b eses saresssenseasasesesnasesaresbasessasasesssnssssmsessnsntonsans 42
Nt deferted tAX ASSEL..ovoveiviiieieieictciet ettt ettt st ettt st b aeb e bt s s e anserebesesese e nasss 953
Loans receivable from parent and affiliates.......ooecoieiiriciiiieciec s 277

TOLAL ASSELS .. rureeecrrsierereesieseetetnt et eesetessese et aes e ettt s e st st st s seab e R bt a s s R bbbt bR ns b ebeehe $ 12,550

LIABILITIES

ShOLt-term DOLIOWINGS ..ovvervisiveeciiicrieniiscss et bbbt s bbb ) 11,179
Securities sold under agreements to repurchase ... 10,958
SECULIHES LOAMEA ..ivvivieeeiiiie ettt ettt et e sttt s et eb s st b s st e e s n e ens b et s e 17,568
Payables to brokers, dealers and other........cccccoii s 614
DD ELIVATIVES COMEEACES ..eovivevcveuetiteeieiteeeiee et eeeeetetetebetetesesetsseastessesaesssstesnsnsstebsesses st ebesnseseeaebeseseantetebesabesesstareans 74
Taxes payable (included in Other Habililes).....ooooiiiiiiiiirc s 853
Intercompany payables (included in Other HUabilities) ........ocoeiiiiciii e 418
Subordinated BOLLOWINGS ..c.cviiviiiit et 5,075

TOtAl HADIHEIES vttt et ek etttk $ 46,739

Pursuant to an agreement, the Company sold at cost, without recourse, to CSFBI, the right, title and interest
in certain assets with an aggregating value of $303 million for the year ended December 31, 2003.

Certain of the Company’s directors, officers and employees and those of the Company’s affiliates maintain
margin accounts with the Company in the ordinary course of business. The Company from time to ime and in the
ordinary course of business, enters into, as principal, transactions involving the purchase or sale of securities from ot
to such directors, officers and employees and members of their immediate families.

The Credit Suisse Group International Share Plan (the “Plan”) provides for equity-based awards to the -
Company’s employees based on CSG shares. Pursuant to the Plan, employees of the Company may be granted, as
compensation, stock or other equity-based awards. The provisions of the Plan include a provision to deliver CSG
shares to the employees as compensation for services performed. CSFBI purchases the shates from CSG but CSFBI
does not require reimbursement from the Company for these awards; therefore, amounts are considered a capital
contribution to the Company and credited to membet’s contributions.

In connection with its derivatives activities, the Company enters into OTC detivatives contracts with related

parties that contingently require the Company, as guarantor, to make payments based on changes in an underlying
financial instrument. See Note 15 for more information.
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CREDIT SUISSE FIRST BOSTON LLC AND SUBSIDIARIES
(A wholly owned subsidiary of Credit Suisse First Boston (USA), Inc.)
Notes to Consolidated Statement of Financial Condition (Continued)

Decembet 31, 2003

4. Deferred Taxes

Deferred tax assets in the consolidated statement of financial condition, has the following components as of
December 31, 2003:

(In millions)

Deferred tax assets:

IV ENOLY ot s $ 116
TV ESHIICIIES oo oveveevetieet ettt b et s te bt e e bt et b s e aet s e et s sea s e s esar s en s et aaesbeseabene s s ea e seeasea s et e et es e b sreseentereeans 30
Other liabilities and accrued expenses, primarily compensation and benefits ..., 785
Net operating [oss Cartyforward......cooou it 29
State AN JOCAL TAXES cviieiieeceeteee ettt et ettt er et st be et e r et e setereeree st e b e e b e ebesanebeereeneens 26
Total deferred taX ASSEES . irrrrriireeeie ettt eee st eeete ettt e et ee v e eae s s eb s s e sa et esn et eas et eaeeaeneeneneebereabenntenes 986

Deferred tax liabilities:
TEIVESIITIEIIES «ervvruieeteriteee e e s e be st eee s catesaesbeebe s ereeanessase et s ebeassesees b st essessense b essensesseeneeseebssastebaeresresenteereebeatbren 6
100 FACIHLIES c.vvvieirieeceieeei ettt e tstss st bt es e bttt sttt ee e b b et et et et et s are s e e b s et ees e e b e bt esesesnaen 1
Total deferred tax HABIHES ..oovoevicveeeeiecee ettt ettt s ee et ss bt ese b nberateseonan 7
Deferred tax assets net of deferred tax HabilIHIes ...c.ocvvieeivecviierieeei et et eet ettt nnes 979
VAIUAHOI BHOWAIICE et ettt sttt et e e eaar b s e b ess st e ke sebessesbasssersasnesasssaebentsserans 26
INEt AefErred tAK ASSEE ciiirireirietirieeiesceestesie e eeeia st reestsre st seeebereeeassas et e esbeaes e b s esseessseseseesseessnestsebosseneas $ 953

Management has determined that the realization of the recognized gross deferred federal tax assets of
$986 million as of December 31, 2003 is more likely than not based on anticipated future taxable income. In addition,
for federal income tax purposes, the Company has planning strategies available which enhance its ability to utilize
these tax benefits. However, if estimates of future taxable income are reduced, the amount of the deferred tax assets
considered realizable could also be reduced. Further, due to uncertainty concerning the Company’s ability to generate
the necessary amount and mix of state and local taxable income in future periods, the Company maintains a valuation
allowance against its defetred state and local tax asset in the amount of $26 million as of December 31, 2003. The
valuation allowance for the year ended December 31, 2003 decreased $5 million from December 31, 2002. The net
operating loss carryforward expires in 2023.

5. Transfers of Financial Assets

As of December 31, 2003, the fair market value of assets that the Company pledged to counterparties was
$159.1 billion, of which $40.4 billion are included in financial insttuments owned in the consolidated statement of
financial conditdon.

The Company has also received similar assets as collateral that the Company has the right to re-pledge or sell.
The Company routinely re-pledges or lends these assets to third parties. As of December 31, 2003, the fair market
value of the assets pledged to the Company was $157.9 billion of which $150.8 billion has been sold or re-pledged.

Variable Interest Entities

The Company has variable interests in several collateralized debt obligation (“CDO”) VIEs. The CDO
entities may have actively tanaged (“open”) portfolios or static or unmanaged (“closed”) portfolios. The closed
CDO transactions are structured to use QSPEs, which are not consolidated in the Company’s financial statement of
financial condition.

The open CDO entities are managed by collateral managers and do not qualify for QSPE status. The
Company has consolidated CDO VIEs for which it is the primary beneficiary. As of December 31, 2003, the catrying

8
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CREDIT SUISSE FIRST BOSTON LLC AND SUBSIDIARIES
(A wholly owned subsidiary of Credit Suisse First Boston (USA), Inc.)
Notes to Consolidated Statement of Financial Condition (Continued)

December 31, 2003

5. Transfers of Financial Assets (Continued)

amount of the consolidated assets of these CDO VIEs that were collateral for the VIEs’ obligations was $901 million
as of December 31, 2003. The beneficial interests of these consolidated CDO VIEs are payable solely from the cash

flows of the related collateral, and the creditors of these VIEs do not have recourse to the Company in the event of
default.

The Company also retains significant debt and equity intetests in open CDO VIEs that are not consolidated
because the Company is not the primary beneficiaty. The total assets in these CDO VIEs as of December 31, 2003
were §$3.6 billion. The Company’s maximum exposute to loss as of December 31, 2003 was $165 muillion, which was
carried at fair value in financial instruments owned.

6. Subordinated Borrowings

As of December 31, 2003, the Company’s outstanding subordinated borrowings wete as follows:

Revolving Subordinated Debt Agreements: (In millions)
Due APLil 30, 2011 oottt $ 3,575
Equity Subordination Agreements: :
Due APril 30, 20T .ot b 1,500
Total subotdinated DOLLOWINGS ..ottt $ 5,075

The Company has a $4.0 billion revolving subordinated debt agreement with the Parent Company that
matures on April 30, 2011. The above subordinated agreements are at floating interest rates and are equivalent to
those obtained by the Parent Company for its subordinated borrowings. The weighted average effective interest rate
for these borrowings for the year ended December 31, 2003 was 2.17%.

The Company maintains a 364-day $200 million committed secured revolving credit facility, extending
through August 2004, and a 364-day $250 million committed secured trevolving credit facility, extending through
November 2004 with unaffiliated banks. The secured facilities require the Company to pledge unencumbered
marketable securities if borrowings are made. The facilities contain customary covenants that the Company believes
will not impair its ability to obtain funding. As of December 31, 2003, no borrowings were outstanding under any of
the facilities.

The borrowings under these agreements qualify as regulatory capital and the agreements include all statutory
restrictions specified by the Uniform Net Capital Rule 15¢3-1, under the Securnties Exchange Act of 1934 (“the
Exchange Act”), including restrictive covenants relating to additional subordinated borrowings and to minimum levels
of net capital, as defined, and consolidated member’s equity.

7. Net Capital Requirements

The Company is a registered broker-dealer, registered futures commission metrchant and member firm of the
New York Stock Exchange Inc. (“NYSE”). Accordingly, the Company is subject to the minimum net capital
requirements of the Securities and Exchange Commission (“SEC”), the NYSE and the Commodities Futures Trading
Commission. As such, it is also subject to the NYSE’s net capital rule, which conforms to the uniform net capital rule
pursuant to Rule 15¢3-1 of the Exchange Act. Under the alternative method permitted by this rule, the required net
capital may not be less than two petcent of aggregate debit balances arising from customer transactions or four
percent of segregated funds, whichever is greater. If a member firm’s net capital is less than four percent of aggregate
debit balances, the NYSE may require the firm to reduce its business. 1f a member firm’s net capital is less than five
percent of aggregate debit balances, the NYSE may prevent the firm from expanding its business and declaring cash
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Notes to Consolidated Statement of Financial Condition (Continued)

December 31, 2003

7. Net Capital Requirements (Continued)

dividends. As of December 31, 2003, the Company’s net capital of approximately $3.4 billion was 57% of aggregate
debit balances and in excess of the minimum requirement by approximately $3.3 billion.

8. Cash and Securities Segregated Under Federal and Other Regulations

In compliance with the Commodity Exchange Act, the Company segregates funds deposited by customers
and funds accruing to customers as a result of trades or contracts. As of December 31, 2003, cash and secutities
aggregating $2.6 billion were segregated or secured in separate accounts exclusively for the benefit of customers.

In accordance with the SEC’s no-action letter dated November 3, 1998, the Company computed a reserve
requirement for the proptietary accounts of introducing broker-dealers. As of December 31, 2003, the Company
segregated securities aggregating §196 million on behalf of introducing brokes-dealers.

In addition, the Company segregated U.S. Treasury securities with a matket value of $3.3 billion as of
December 31, 2003 in a special reserve bank account exclusively for the benefit of customers as requited by rule 15¢3-
3 of the Exchange Act.

9. Derivatives Contracts

The Company enters into various transactions using derivatives for trading purposes, to hedge trading
exposutes or to provide products to its clients. These derivatives include options, forwards, futures and swaps.
Derivative contracts are carried at fair value.

Options

The Company writes option contracts specifically designed to meet customer needs, for trading purposes ot
for hedging purposes. The options do not expose the Company to credit risk because the Company, not its
counterparty, is obligated to perform. At the beginning of the contract period, the Company receives a cash premium.
During the contract period, the Company bears the risk of unfavorable changes in the value of the financial
instruments undetlying the options. To manage this market risk, the Company purchases or sells cash or derivative
financial instruments on a proptietary basis. Such purchases and sales may include debt and equity secutities, forward
and futures contracts, swaps and options.

The Company also purchases options to meet customer needs, for trading purposes ot for hedging purposes.
With purchased options, the Company gets the right, for a fee, to buy or sell the underlying instrument at a fixed price
on or before a specified date. The underlying instruments for these options include fixed income securities, equities,
foreign currencies and interest rate instruments ot indices. The counterpaxtles to these option contracts are reviewed
to determine whether they are creditworthy.

Forwards and Futures

The Company enters into forward purchases and sales contracts for mortgage-backed securities and foreign
currencies. In addition, the Company enters into futures contracts on equity-based indices and other financial
mnstruments, as well as options on futures contracts.

Because forward contracts are subject to the financial reliability of the countetparty, the Company is exposed

to credit risk. To mitigate this credit risk, the Company limits transactions with specific counterpatties, reviews credit
limits and adheres to internally established credit extension policies.

10
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CREDIT SUISSE FIRST BOSTON LLC AND SUBSIDIARIES
(A wholly owned subsidiary of Credit Suisse First Boston (USA), Inc.)
Notes to Consolidated Statement of Financial Condition (Continued)

December 31, 2003

9. Derivatives Contracts (Continued)

For futures contracts and options on futures contracts, the change in the market value is settled with a
clearing broker in cash each day. As a result, the credit risk with the clearing broker is limited to the net positive
change in the market value for a single day.

Swaps

The Company’s swap agreements consist primarily of interest rate and equity swaps. Interest rate swaps are
contractual agreements to exchange interest rate payments based on agreed notional amounts and maturity. Equity
swaps are contractual agreements to receive the appreciation or depreciation in value based on a specific strike price
on an equity instrument in exchange for paying another rate, which is usually based on index or interest rate
movements. Swaps are reported at fair value.

Quantitative Disclosures for All Derivatives

The fair values of all derivatives contracts outstanding as of December 31, 2003 were as follows:

Assets Liabilities
(In millions)
OPONS oottt bbb e $ 2,565 §$ 2,350
FOrward COMIIACES «.iviiiiiiireiienerss et se et essae et e s v s saete e besbaresrsaneresaesssbens 242 270
SWAPS . oeevictie i iam ettt bbb 9 21
TOtAL e bbb $ 2,816 $ 2,641

These assets and liabilities are included as detivatives contracts in financial instruments owned/sold not yet
purchased, respectively, in the consolidated statement of financial condition.

10. Financial Instruments With Off-Balance Sheet Risk

In the normal course of business, the Company's customer and trading activities include executing, settling
and financing various securities and financial instrument transactions. To execute these transactions, the Company
purchases and sells (including “short sales”) securities, options, foreign currencies and financial futures. If the
customer or counterparty to the transaction is unable to fulfil its contractual obligations, and margin requirements ate
not sufficient to cover losses, the Company may be exposed to off-balance sheet risk. In these situations, the
Company may be required to purchase or sell financial instruments at prevailing matket prices, which may not fully
cover the obligations of its customers or counterparties. This risk 1s limited by requiring customerts and counterparties
to maintain margin collateral that complies with regulatoty and internal guidelines.

As part of the Company's financing and securities settlement activities, the Company uses securities as
collateral to support vatious secured financing sources. If the counterparty does not meet its contractual obligation to
retutn securities used as collateral, the Company may be exposed to the risk of reacquiring the securities at prevailing
market prices to satisfy its obligations. The Company controls this risk by monitoring the market value of financial
instruments pledged each day and by requiring collateral levels to be adjusted in the event of excess market exposure.

The Company enters into forward contracts under which securities are delivered ot received in the future at a
specified price or yield. If counterparties are unable to perform under the terms of the contracts or if the value of the
securities or interest rates change, the Company is exposed to risk. Such risk is controlled by monitoring the matket
value of the financtal instrument contracted for each day and by reviewing the creditworthiness of the counterpatties.

11
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10. Financial Instruments With Off-Balance Sheet Risks (Continued)

The settlement of these transactions is not expected to have a material adverse effect on the Company's

consolidated statement of financial condition. For additional information on certain off-balance sheet arrangements,
see Note 15.

11. Concentrations of Credit Risk

As a securities broker and dealer, the Company is engaged in various securities trading and brokerage
activities servicing a diverse group of domestic and foreign corporations, governments, affiliates and institutional and
individual investors. A substantial portion of the Company's transactions are executed with and on behalf of
mstitutional investors, including othet brokers and dealers, commercial banks, mutual funds, hedge funds and other
financial institutions. These transactions are generally collateralized. Credit risk is the potential for loss resulting from
the default by a counterparty of its obligations. Exposure to credit risk i1s generated by securities and cutrency
settlements, contracting derivatives and forward transactions with customers and dealers, and the holding in inventory
of bonds. The Company uses various means to manage its credit risk. The creditworthiness of all counterparties is
analyzed at the outset of a credit relationship with the Company. These counterparties are subsequently reviewed on a
periodic basis. The Company sets 2 maximum exposure limit for each counterparty, as well as for groups or classes of
counterparties. Furthermore, the Company entets into master netting agreements when feasible and demands
collateral from certain counterparties or for certain types of credit transactions.

The Company's customer securities activities are transacted either in cash or on a margin basis, in which the
Company extends ctredit to the customer. The Company seeks to control the risks assoctated with its customer
activities by requiring customers to maintain margin collateral to comply with various regulatory and internal
guidelines. The Company monitors required margin levels each day and requires customers to deposit additional
collateral, or reduce positions, when necessary.

12. Employee Benefit Plans

The Company provides retirement and postretitement benefits to certain of its U.S. and non-U.S. employees
through participation in defined benefit and defined contribution pension plans and other plans sponsored by Credit
Suisse Fitst Boston. The Company’s measutement date for its pension plans and other postretirement benefit plans s
September 30.

Pension Plans

The Company participates in a non-contributory defined benefit pension plan (the “Qualified Plan”) available
to individuals employed before December 31, 1999. The Company also provides a non-contributory, non-qualified,
unfunded plan (the “Supplemental Plan”), which provides benefits to Qualified Plan participants whose benefits may
be limited by tax regulations. Benefits under these pension plans are based on years of service and employee
compensation. Contributions to the Qualified Plan are made to the extent that such amounts are deductible by the
Company for federal income tax purposes.

12
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12. Employee Benefit Plans (Continued)

The Company also participates in Credit Suisse First Boston’s defined contribution employee benefit plan,
which covers the Company’s domestic full-time and part-time employees. Employees hired on or after January 1,
2000 receive an additional contribution in CSFB’s defined contribution employee benefit plan.

In November 2003, Credit Suisse First Boston changed its retitement benefits to link them to the
petformance of Credit Suisse First Boston effective January 1, 2004. As a result, certain individuals no longer accrue
benefits under the Qualified Plan but will receive an additional contribution in CSFB’s defined contribution employee
benefit plan. The shift of future retitement benefit accruals for certain employees from the Qualified Plan to the
defined contribution plan resulted in a curtailment. Because the financial statement disclosures that follow were
determined as of the measurement date of September 30, 2003, they do not reflect the effects of this curtailment. In
addition, employees previously accruing retirement benefits in the defined contribution plan based on yeats of service

and employee compensation were impacted as future contributions by the Company will be based on the performance
of CSFB.

Other Postretirement Plans

In addition, the Company provides certain unfunded health care benefits for retited employees (the “Other
Plans™). Employees hired by CSFB LLC prior to July 1, 1988 become eligible for these benefits if they meet minimum
age and service requirements and are eligible for retirement benefits, CSFB LLC has the right to modify or terminate

these benefits. As of December 31, 2003, the aggregate accumulated postretirement benefit obligation was $67
million.

In 2003, the Medicare Act was signed into law and introduced both a Medicare prescription drug benefit and
a federal subsidy to sponsors of retiree health-care plans that provide a benefit that is at least “actuarially equivalent”
to the Medicare benefit. In accordance with FSP 106-1, the Company has elected to defer the application of the
measutement and the disclosure requirements of SFAS 106 “Employers’ Accounting for Postretirement Benefits
Other than Pensions” until authoritative guidance is issued. Accordingly, amounts related to the net periodic
postretirement benefit costs do not reflect the effects of the Medicare Act.

13
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December 31, 2003

12. Employee Benefit Plans (Continued)
The following table reconciles the changes in the projected benefit obligation and the fair value of the plan

assets and summarizes the funded status for the Qualified Plan, the Supplemental Plan and the Other Plans. Amounts
shown are as of the measurement date, which is September 30, 2003:

Supplemental
Qualified and Other
2003 2003

(In millions)

Change in Benefit Obligation

Benefit obligation as of beginning of petiod ... b 517 § 77
SEIVACE COSEurnrinrnriinririiseiierestesseesisitssssisesessressssessasesiasossssassasaseesstessanseseassssesensesssssressssss 26 3
TDELEST COSE.vvintiiimiiriierectcee ettt et r e sb et b e s e s bt s ba e benets e b aresensebens 31 6
Participant CONEDULONS ..ouv.veeserrecre et ssest st - 1
AMENAIMENTS .cti ittt et rt bt eatenseteesssrceseeaeebeersesssensassseessnrntnsaanan 2 —
ACTUALIALLOSS coviievireeeeer ettt sttt ettt st s s as s nas s ena s enerab e 16 21
Benefits Paid.......cocciiiicimiiiriiiiinr s e (17) (4)
Benefit obligation as of the end of petiod.......coveivieiiiiii et nnesreaen $ 575 % 104
Change in Plan Assets

Fair value of assets as of the beginning of pefiod.......cocovovoriiiniieicniiincs, $ 313 % —
Actual return on Plan asSets......mriemieie e 51 —
Employer contrabUIONS ....ovivveieceicniiet et 38 1
Benefits paid....ccooveiinniniininnn, et A b bbb s (17) &)
Fair value of assets as of the end of period....ciiiiii $ 385 § —_
Funded Status

Funded Status c.c.coieciircrcietiecccectcrt ettt st $ (190) $ (104)
Benefits Paid.....c..occovvvercviieiini s — 2
Unrecognized transition ASSEL .u..mmmrireirieinineesie st 3) (1)
Unrecognized Prior SELVICE COSE ..t iessie s ssressssss s sresse s ssses 5 20
Unrecognized net actuatial losS......vueircieiiciciiicecc s 276 13
Prepaid/ (accrued) Benefit COSt.. . $ 88 § (70)

The fair value of the plan assets was less than the benefit obligation. Accordingly, the Company made a
payment of $150 million to the Qualified Plan in January 2004.

The assumptions used in determining the projected benefit obligation and the projected postretitement
benefit obligation for 2003 were:

2003
DASCOUNL LALE ..ottt et bbb b s 6.00%
Rate Of COMPENSAtION HICLEASE...oveuuivicueice ittt es it a e ab st bbb bt 4.00%

The accumulated benefit obligation for the Qualified Plan was $533 million as of September 30, 2003. The
accumulated benefit obligation for the Supplemental Plans was $33 million as of September 30, 2003. As of
December 31, 2003, the Company had a prepaid benefit cost of $88 million on the consolidated statement of financial
condition related to the Qualified Plan comprised of $148 million in an unfunded accumulated benefit obligation, an
intangible asset of $5 million and $231 million in accumulated other comprehensive income.

14
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12. Employee Benefit Plans (Continued)

The investment policies and strategies of the Qualified Plan are determined by a committee made up of the
Company’s senior management. The policy is based on long-term goals and is therefore not frequently revised.
However, senior management regularly monitors actual allocation compared to the policy. The current asset
allocation goal is to achieve an asset mix of approximately 31% in domestic equities, 15% in international equities;
33% in fixed income securities including 5% in high-yield securities, 10% in real estate, 10% in alternate investments
(primarily hedge funds) and 1% in cash. Contributions to the Qualified Plan are made to the extent that such
amounts are deductible for federal income tax purposes. The Company’s current funding strategy is to make the
maximum contributions allowable by federal income tax regulations with the intention of achieving 100% funding of
the accumulated benefit obligation by 2007.

The following table presents percentage of the fair value of the plan assets as of September 30, 2003 by type
of asset:

Qualified
2003
(In millions)

Asset Allocation:
EQUILY SECULIHES c..oooevvisieieieie et bbb 41%
DDEDT SECULIHES .vv ettt sve ettt et ter e et st e st b aesae e eresssansstesbessaser e st eaestessasesbatessasessesantenasessnsatsesbesrars 33
REAI ESTALE oottt e sttt br b e a s ea s be s e e te e e eresbaebe she s b e te b e te st sbtatea s sraessantenare st ennasenn 9
L7 Y- « TOT OO OO OO OO U OO OO U O U TO T SO U O RO URUR U 17

Ottt ettt ettt b et st eneaes 100%

13. Stock-Based Compensation

The Company participates in the Plan sponsored by CSG. The Plan grants stock option and phantom stock
awards to certain employees based on the fair market value of CSG shares at the time of grant.

Phantom Stock Awards

In September 2003, the Company amended the Plan and introduced three-year vesting for phantom stock
awards which is effective for all grants made in January 2004. Phantom stock awards with future service requirements
are recognized over the service period, which ranges from one to five years.

The following table reflects the number of shares granted as phantom stock awards under the Plan and their
weighted-average fair value at the grant date during 2003:
2003

Shares GrANted ...ttt et st bt h bbb 16,811,421
Weighted-average fair value at grant date ... $ 24.73

The number of phantom stock awards outstanding as of December 31, 2003 was 37,088,638.

Stock Option Awards

In August 2003, the Company adopted the fair value recognition provisions of SFAS 123 to account for its
stock-based compensation with an effective date of January 1, 2003.
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13. Stock-Based Compensation (Continued)

In September 2003, the Company also amended the Plan and introduced three-year vesting for stock option
awards effective January 1, 2004. Stock option awards with future service requitements are recognized ovet the
service period, which ranges from two to four years. These awards expire ten years from the grant date.

The number of stock option awards outstanding as of December 31, 2003 was 25,582,118. The number of
stock option awards exercisable as of December 31, 2003 was 14,281,867. The weighted average fair value of stock
option awards granted during 2003 was §7.94.

The fair value of stock option awards was estimated using the Black-Scholes option pricing model. The
following table reflects the weighted-average assumptions for the calculation of the fair value of the stock option
awards granted during 2003:

_ 2003

Expected dividend yield .o s 1.75%
Expected Life Of OPtONS ..ottt bbb 5 years
Expected VOIAtEY ..o b e 45.54%
RIS KT @0 1L ST £REE eveureueeiietericetecte e tecete e st e sce st et eee st e et et e et et e eb s seess et e steseasaeaesaeen b st e st essensesesesneeasssbsenseasranenrestesans 1.54%

Option Reduction Program

In September 2003, CSG completed its option reduction program, which entitled employees to exchange on
a value-for-value basis certain existing stock option awards for new stock option or phantom stock awards. The new
stock option and phantom stock awards have a one year service period and expire seven years from the grant date.

14. Commitments

The following table sets forth certain of the Company’s long-term commitments, including the current
portion as of December 31, 2003:

Commitment Expiration Per Period

Less than 1 1-3 4-5 Over Total
year yeats years 5 years commitments
(In millions)
Standby reputrchase agreements(1)........ $ — % 75 8 — 3 — % 75
Resale agreements (2)..co.coccvveeviviiciennnn. 7,576 385 300 100 8,361
Total commitments ........ccvvervnrureenens $ 7576 § 460 $ 300 § 100 $ 8,436
) In the ordinary course of business, the Company maintains certain standby repurchase agreement facilities
that commit the Company to enter into resale agreements with customers at current market rates.
@ Represents commitments to enter resale agteements.

The Company has access to letters of credit of $95 million as of December 31, 2003, in order to satisfy
counterparty collateral requirements.
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14. Commitments (Continued)

The following table sets for the Company’s minimum lease commitments as of December 31, 2003:

December 31,
2003
(In millions)
200G ..ottt et eyt et s e eteent e ek s aaeate e Rtk e eeae e baaareeae e eRee ks anE b eabe e e et e tnaeeanesaeatoateenanieean $ 57
2005 et ettt ettt b be et etttk e e st s as RS et e beass b ea R et e ee s sb s ee R R ee s e b e b aR AR e £ s an ke ek anre s b ne e bt seses 58
200G oottt ettt ettt eb e e ab st e b ek bR ea b b s e b et ae b e R b e b e Ee e e sha R e nrenEaessebeA s e bes e e e Ra e e ane e bt beetes 60
2007 ettt ettt ettt et tere et e ta et esbe e stretetaaa e ns e teeat e bbeaEeanstanreeare et nee e rebtesraenhent e e raseans 55
D0 ...t et ettt ettt et et et e et aaa e e tretbe et e iAaaREeetaeehs e reeest et e s bt e betstantbers et aentrarenbarbean 50
TRELEATLEL ..o evevceeii ettt e ettt er e s eae e v et b e b s s s e tas s et e ss et e eaebe b e b e ae b s e E e s e R breese e Ree b b s et arat et enerene 379
TOLAL oottt ettt et ettt e et s he s e R r et ea oAt e raa bR b s ar b eRseesesete b e s et ebeseesebeerranenens § 659

Included in the table above are contractual obligations related to certain information technology and
mainframe systems of $14 million. Excluded from the table above is sublease revenue of §17 million.

15. Guarantees

In the ordinary course of business, the Company enters into guarantee contracts as guarantor. FIN No. 45
“Guarantot’s Accounting and Disclosure Requirements for Guarantees, Including Indirect Guarantees of
Indebtedness of Others” (“FIN 45”) requires disclosure by a guarantor of its maximum potential payment obligations
under certain of its guarantees to the extent that it is possible to estimate them. FIN 45 also requires a guarantor to
recognize, at the inception of a guatantee, a liability for the fair value of the obligations undertaken in issuing such
guarantee. With certain exceptions, the liability recognition requirements apply to any new guarantees entered into, or
current guarantees that are modified, after December 31, 2002.

The guarantees covered by FIN 45 may require the Company to make payments to the guaranteed party
based on changes related to an asset, a liability or an equity security of the guaranteed party. The Company may also
be contingently required to make payments to the guaranteed party based on another entity’s failure to perform under
an agreement, even though the payment to the guaranteed party may not be based on changes related to an asset,

liability or equity security of the guaranteed party.

The Company provides indemnifications to certain counterparties in connection with its normal operating
activities. The Company has determined that it is not possible to make an estimate of the maximum amount it could
be obligated to pay. There are no amounts reflected on the consolidated statement of financial condition as of
December 31, 2003, related to these indemnifications.

The following table sets forth the maximum quantifiable contingent liability associated with guarantees
covered by FIN 45 as of December 31, 2003 by maturity:

Expiradon Per Period

Less than 1-3 4.5 Over 5 Total
1year __years years _yeats guatantees
(In millions)
Market value guarantees.......ccooeeeiernn. % 1,706 $ 5 ¢ 13 § 104 $ 1,828
Total guarantees.......cooecevvcieieiieriennns $ 1,706 $ 59 13 § 104 $ 1,828
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15. Guarantees (Continued)
Market Value Guarantees

In the ordinary course of business, the Company enters into OTC contracts that contingently require it, as the
guarantor, to make payments based on changes in an undetlying financial instrument. Included in this category are
certain written OTC put option contracts, pursuant to which the counterparty can potentially force the Company to
acquire the underlying financtal instrument or requite the Company to make a cash payment in an amount equal to the
decline in value of the financial instrument underlying the OTC put option. Also included in this category ate credit
derivattves that may subject the Company to credit spread or issuer default risk because the change in credit spreads
or the credit quality of the undetlying financial instrument may obligate the Company to make a payment. The
Company seeks to manage these OTC derivatives exposures by engaging in various hedging strategies to reduce its
exposure, such as purchasing an option to sell the related financial instrument or entering into other offsetting
derivatives contracts.

FIN 45 requires disclosure about derivatives if the contract requires delivery of the underlying financial
instrument and the counterparty was holding the underlying financial instrument related to the derivative at the
inception of the contract. Derivatives meeting both of these criteria are disclosed in the table above.

As of December 31, 2003, the carrying value of the liabilities related to these market value guarantees was
$10 million. These guarantees are reflected as derivatives contracts in the consolidated statement of financial
condition. See Note 9 for more information on detivatives. The maximum gross contingent liability, excluding any
potential offset from hedging actvities of these contracts, is $1.8 billion, of which $194 million is with CSG affiliates,
and represents the obligation of the Company in the event that all the underlying securities are worthless, the
likelihood of which the Company believes is remote.

Other Guarantees

The Company is a member of numerous securities exchanges and clearinghouses, and may, as a result of its
membertship arrangements, be required to perform if another member defaults. The Company has determined that it
1s not possible to estimate the maximum amount of these obligations and believes that any potential requirement to
make payments under these arrangements is remote.

16. Goodwill and Identifiable Intangible Assets

As of December 31, 2003, the Company had $253 million of goodwill. As of December 31, 2003, the
Company had identifiable intangible assets (primatily software, trade names and trademarks, which are being
amortized over useful lives ranging from five to 20 years) of $2 million.

The Company completed the transitional impairment test of goodwill as of January 1, 2002 and determined
that there was no impairment to goodwill. Subsequent goodwill impairment testing showed no impairment and had
no effect on the Company's consolidated financial condition as of December 31, 2003. There have been no events or
circumstances occutring subsequent to these impairment tests that would more likely than not have resulted in the fair
values being below the carrying values.

17. Legal Proceedings

The Company is involved in a number of judicial, regulatory and atbitration proceedings (including those
described below and actions that have been separately described in previous filings) concerning matters arising in
connection with the conduct of its business. Some of these actions have been brought on behalf of various classes of
claimants and, unless otherwise specified, seek damages of material and/or indeterminate amounts. The Company
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17. Legal Proceedings (Continued)

believes, based on currently available information and advice of counsel, that the results of such proceedings, in the
aggregate, will not have a material advetse effect on our financial condition. The Company intends to defend itself
vigorously against all of the claims asserted 1n these matters.

In re Issuer Plaintiff Initial Public Offering Fee Antitrust Litigation

Since November 1998, several lawsuits have been filed in the U.S. District Court for the Southern District of
New York against the Company, an affiliate of the Company and numerous other brokerage fitms, alleging that the
defendant broker-dealers conspired to fix the "fee" paid for underwriting certain IPO securities by setting the
underwriters' fee or "spread” at 7%, in violation of the federal antitrust laws. The lawsuits purport to be class actions
brought on behalf of classes of persons and entities that purchased and issued secutities in those IPOs.

In February 1999, the district court consolidated the various cases in a single litigation, captioned In re Public
Offering Fee Antitrust Litigation. On April 29, 1999, the defendant underwriters filed a motion to dismiss the complaint
as a mattet of law.

Meanwhile, beginning in August 2000, several other complaints were filed on behalf of issuets of stock in
IPOs containing the same allegations of an industry-wide conspiracy to fix IPO underwriting fees. By order, dated
April 10, 2001, the district court consolidated the issuer complaints.

On February 14, 2001, the district court dismissed the purchaser plaintiffs' claims on the ground that those
plaintiffs lacked legal standing to assert antitrust claims. By otder, dated December 13, 2002, the U.S. Court of
Appeals for the Second Circuit vacated the district court's decision and remanded the action to the district court for
consideration of the additional grounds for dismissal asserted in the motion to dismiss.

On July 6, 2001, the issuer plaintiffs filed a consolidated issuet complaint, naming numerous defendants,
including the Company and CSFB (USA), under the caption In re Issuer Plaintiff Initial Public Offering Fee Antitrust
Litigation. On September 28, 2001, the defendants moved to dismiss the consolidated issuer complaint. On
September 25, 2002, the district court denied the defendants' motion to dismiss and defendants sought leave to file an
intetlocutory appeal of that decision. On January 17, 2003, the district court issued an order deferring a ruling on the
defendants' motion until the district coutt reached a decision, upon remand, of the motion to dismiss the consolidated
purchaser complaint.

On March 26, 2003, defendants filed a motion to dismiss on the grounds of implied immunity in both the
consolidated issuer and consolidated purchaser cases. The district court denied that motion in an order, dated June

26, 2003.
Governmental/Regulatory Inquiries Relating to IPO Allocation/Research-related Practices

In early 2002, in connection with industry-wide investigations into tesearch analyst practices and certain PO
allocation practices, the Company received subpoenas and/or tequests for information from the following
governmental and regulatory bodies: (1) the New Yotk State Attorney General (‘NYAG”); (2) the Massachusetts
Secretary of the Commonwealth Securities Division (“MSD”); (3) the Securities and Exchange Commission (“SEC”);
(4) the National Association of Securities Dealers (“NASD”); (5) the New York Stock Exchange (“NYSE”); and (6)
the United States Attorneys’” Office for the Southern District of New York (“SDNY”). (The SEC, NASD and NYSE
have conducted a joint investigation.)

The Company has cooperated fully with these investigations and produced a significant volume of
documents, consisting primarily of e-mails, compensation-related information and research reports. During these
investigations, NASD, NYAG and MSD took testimony from various present and former employees of the
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Company. The investigations focused primarily on equity research independence and the allocation of certan JPO
shares to senior executives of the firm’s clients (a practice that regulators have referred to as “spinning”).

On April 28, 2003, the Company and other Wall Street firms finalized a global settlement with a coalition of
state and federal regulators and self-regulatory organizations to settle these investigations (the “Global Settlement”).
Consistent with an agreement in principle that had first been announced in December 2002, the Company agreed,
without admitting or denying the allegations, to pay a total of §200 mullion, consisting of (a) $150 million to settle
enforcement actions based on alleged violations of certain federal and state securities laws and NASD and NYSE
rules and (b) $50 million to fund independent, third-party research to clients over five years. The Company also
agreed to implement significant, industty-wide procedural and structural reforms to its business practices relating to
both research analyst independence and the allocation of shares in IPOs.

On October 31, 2003, the U.S. District Court for the Southern District of New York apptoved the Global
Settlement. The “state” portion of the Global Settlement consists of the Company’s agreements with each of the
state regulators within the North American Securities Administrators Association; the Company has officially
executed its settlement agreements with nearly all of the NASAA members, and continues to negotiate the final terms
of its agreements with the balance.

Also, on May 30, 2003, the Company (and the other banks that patticipated in the Global Settlement)
received a subpoena from the SEC and a document request from the NYSE, each of which seeks email of a number
of senior executives and certain other documents relating primarily to equity research. (The NASD issued a similar
request but has since withdrawn that request). The SEC and NYSE requests are part of those entities’ investigations
into whether individual executives (rather than the Company itself) should be held liable for supervisory or other
failures in connection with equity research practices during the time period that was the subject of the investigations
discussed above. The Company has produced responsive documents to the SEC and NYSE.

The Company is not awarte of any material developments in connection with the previously disclosed
investigation by the NYAG of whether potential wrongdoing by individuals occurred during the time period covered
by the Global Settlement.

Additionally, the Company is not aware of any material developments in connection with the previously
disclosed governmental and regulatory inquiries concerning the firm's preservation and production of documents in
2000 in response to then-pending investigations into the firm's allocation of shares in IPOs and subsequent
transactions and commissions.

Litigation Relating to IPO Allocation/Research-telated Practices

Since January 2001, the Company, an affiliate of the Company and several other investment banks, have been |
named as defendants in several putative class action complaints filed in the U.S. District Court for the Southern
District of New York concerning IPO allocation practices. On April 19, 2002, the plaintiffs filed consolidated
amended complaints alleging various violations of the federal securities laws resulting from alleged material omissions
and misstatements in registration statements and prospectuses for the IPOs, and, in some cases, follow-on offerings,
and with respect to transactions in the aftermarket. The complaints contain allegations that the registration
statements and prospectuses either omitted or misrepresented material information about commissions paid to
investment banks and aftermatket transactions by certain customerts that received allocations of shates in the IPOs.
The complaints also allege that misleading analyst reports were issued to support the issuers' allegedly manipulated
stock price and that such reports failed to disclose the alleged allocation practices or that analysts were allegedly
subject to conflicts of interest. On July 1, 2002, the Company and other defendants moved to dismiss the
consolidated class action complaints. Oral argument on the motion was held on November 1, 2002, and on
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February 19, 2003, the court denied the motion as to the Company and the other defendant investment banks, as well
as with respect to certain issuer and individual defendants. In June 2003, the plaintiffs in this litigation announced a
proposed settlement of their claims against the issuer defendants and the issuers’ officers and directors named in the
litigation.

Since March 2001, the Company and several other investment banks have been named as defendants in
several putative class actions filed with the U.S. District Court for the Southern District of New York, alleging
violations of the federal and state antitrust laws in connection with alleged practices in allocation of shares in IPOs in
which such investment banks were a lead or co-managing underwriter. The amended complaint in these lawsuits,
which have now been consolidated into a single action, alleges that the underwriter defendants have engaged i an
illegal antitrust conspiracy to require customers, in exchange for ITPO allocations, to pay non-competitively determined
commissions on transactions in other securities, to purchase an issuer’s shates in follow-on offerings, and to commit
to purchase other less desirable securities. The complaint also alleges that the underwriter defendants conspired to
require customers, in exchange for IPO allocations, to agree to make aftermarket purchases of the TPO secutities at a
price higher than the offering price, as a precondition to receiving an allocation. These alleged "tie-in" arrangements
are further alleged to have artificially inflated the market price for the securities. On May 24, 2002, the Company and
the other defendants moved to dismiss the amended complaint. Oral argument was held on January 17, 2003, and on
November 3, 2003, the court granted the motion to dismiss and dismissed the action with prejudice as to all
defendants. On December 3, 2003, the plaintiffs filed a notice of appeal to appeal the court’s decision.

Several putative class action lawsuits have been filed against the Company in the wake of publicity surrounding
various governmental and regulatory investigations that led to the Global Settlement. Thus far, cases have been
brought against the Company in the U.S. District Courts for the Southern District of New York and the District of
Massachusetts on behalf of purchasers of shares of Atmel Corporation, Agilent Technologies, Inc., AOL Time Warner
Inc., Amazon.com, Razorfish, Inc., Lantronix, Inc., NewPower Holdings, Inc., Synopsys, Inc., Winstar, Inc., and
Covad Communications Co. A class action has been filed in the U.S. District Court for the District of Colorado, but
does not identify any particular issuers. The complaints generally assert claims under Section 10(b) of the Exchange
Act and Rule 10b-5 promulgated thereunder, and Section 20(a) of the Exchange Act.

A purchaser of shares of Clarent Corporation has filed an individual action in the Superior Court of the State
of California for the County of Los Angeles. An action has also been filed in the Superior Court of the State of
California for the County of Santa Clara on behalf of a class of purchasers of several issuers. That complaint alleges
that the Company violated Section 17200 of California's Business and Professions Code, which prohibits unfair
business practices.

The Amazon.com and Covad Communications actions have been dismissed on motions to dismiss; Covad is
currently on appeal to the Second Circuit. Plaintiffs voluntarily withdrew their complaint in the action relating to
NewPower Holdings, Inc. In the action filed in the U.S. District Court for the Disttict of Colorado, plaintiffs filed a
voluntary notice of dismissal without prejudice against all defendants.

The actions relating to AOL Time Warner Inc., Agilent Technologies, Inc. and Razorfish, Inc. have all been
separately consolidated in the U.S. District Court for the District of Massachusetts. In the action filed in the Superior
Court of the State of California for the County of Santa Clara, the Company has filed a demurrer and a motion to
strike the requested remedies. The Company also has filed motions to dismiss in an action filed in Missouti state
court and a consumer fraud action brought by the West Virginia Attorney General, both relating to analyst reseatch.
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Enron-related Litigation and Inquiries

Numerous actions have been filed against the Company and its affiliates relating to Enron Corp. or its
affiliates. On Apnil 8, 2002, the Company and cettain other investment banks were named as defendants along with,
among others, Enton, Enron executives and directors, and external law and accounting firms in two putative class
action complaints filed in the U.S. District Court for the Southern District of Texas. The first, Newby, ¢t al. v. Enron
Corp., et al., was filed by purchasets of Enron securities and alleges violations of the federal securities laws. The
second, Tittle, et al. v. Enron Corp., et al., was filed by Enron employees who participated in various Enron employee
savings plans and alleges violations of the Employment Retirement Income Security Act and the Racketeering
Influenced and Corrupt Otganizations Act, or RICO, and state law negligence and civil conspiracy claims. A motion
by the Company to dismiss the complaint in Newby was denied in December 2002, and the Company has since
answered the complaint, denying all liability. On May 8, 2002, the Company moved to dismiss the T7#/e complaint,
and the court granted that motion in full on September 30, 2003, thereby dismissing the action in its entirety as to the
Company. In both cases, plaintiffs filed motions for class certification that are pending before the court. On May 14,
2003, the lead plaintiff in Newby filed an amended complaint that, among other things, names as defendants additional
CSFB entities, expands the putative class to include purchasers of certain Enron-related securities, and alleges
additional violations of the federal securities laws. On May 28, 2003, the lead plaintiff in Newby filed an amended
motion for class certification of a more broadly defined class based on the amended complaint; that motion is pending
before the court. On June 18, 2003, the Company moved to dismiss the new claims and new entities asserted in the
amended complaint; that motion too is pending before the court.

Several actions filed against the Company and other parties have been consolidated or coordinated with the
Newby action and stayed as to the filing of amended or responsive pleadings pending the court's decision on class
certification in Newby and Tittl. Similarly consolidated or coordinated with Newby and stayed have been several
actions against Arthur Andersen, LLP (“Andersen”) and other defendants, in which Andersen has brought claims for
contribution against the Company and other parties as third-party defendants. The consolidated and coordinated
cases are now proceeding into discovery along with Newby.

Additional Enron-related actions have been filed in various federal and state courts against the Company,
along with other parties, including: (i) a complaint by two investment funds that purchased certain Enron-related
securities alleging insider trading and other violations of California law; (ii) a complaint by investment funds or fund
owners that purchased senior secured notes issued by Osprey Trust and Osprey Trust I alleging violations of
California law and fraud, deceit and negligent misrepresentation; (i1) an action by AUSA Life Insurance Company,
Inc. and eleven other insurance company plaintiffs alleging violations of state securities laws, common law fraud and
avil conspitacy in connection with securities offerings by certain Enron-related entities; (iv) a complaint by purchasets
of Enron, Matlin, Osprey, and Montclare Trust securities alleging violations of state securities laws, fraud, deceit, and
civil conspiracy; (v) a complaint by an Alabama municipal retirement system alleging violations of the federal and
Alabama state securities laws, as well as fraud and unjust entichment; (vi) a complaint by a Connecticut state agency to
recover funds lost on a long-term energy contract with an Enron affiliate alleging violations of the Connecticut Unfair
Trade Practices Act and vatious state aiding and abetting claims; (vit) a putative class action brought on behalf of
seventy Connecticut municipalities and alleging violations of the Connecticut Unfair Trade Practices Act and various
state law claims; and (viii) a putative class action brought on behalf of purchasers of the common stock of NewPower
Holdings, Inc. alleging violations of the federal securities faws.

In December 2001, Enron filed a petition for Chapter 11 relief in the U.S. Bankruptcy Court for the Southern
District of New York. On September 12, 2002, the court entered an order allowing discovery by a court-appointed
examiner from more than 100 institutions, including the Company. The Company has produced documents and
made witnesses available for private sworn statements, subject to a confidentiality order. The bankruptcy examiner
completed the investigation and, on November 4, 2003, filed a final report that contained the examiner’s conclusions
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with respect to several parties, including the Company. Enron has brought four adversary proceedings against the
Company, seeking avoidance and recovery of various alleged preferential, illegal and fraudulent transfers; disallowance
and equitable subordination of the Company’s claims in the bankruptcy proceedings; recharacterization of one
transaction as a loan and related declaratory relief, avoidance of security interests, and turnover and recovery of
property; and damages, attorneys’ fees and costs for alleged aiding and abetting of breaches of fiduciary duty by Enron
employees and civil conspiracy.

On May 28, 2003, the courts presiding over the consolidated Enron litigation and over the Enron bankruptcy
proceedings jointly ordered the following parties to participate in non-binding mediation: plaintiffs in Newdy, Tirtle
and the cases comprising the multi-district litigation proceedings in Texas; eleven financial institutions including the
Company; and Enron and its affiliated debtors (including representatives of the Official Committee of Unsecured
Creditors). The Courts appointed Senior Judge William C. Conner of the Southern District of New York as mediator.
Several mediation sessions have already been held, and additional sessions have been scheduled for February 2004.

The Company has received requests for information from certain U.S. Congtessional committees and
requests for information and/or subpoenas from certain governmental and regulatory agencies regarding certain
transactions and business relationships with Enron and its affiliates, including certain Enron-related special purpose
entities. The Company has cooperated fully with such inquiries and requests.

NCFE-related Litigation

Since February 2003, lawsuits have been filed against the Company with respect to services that it rendered to
National Century Financial Enterprises, Inc. and its affiliates (collectively, "NCFE"). From January 1996 to May
2002, the Company acted as a placement agent for bonds issued by NCFE that were to be collateralized by health-
care receivables, and in July 2002, as a placement agent for a sale of NCFE preferred stock. NCFE filed for
bankruptcy protection in November 2002.

In these lawsuits, which have been filed in Arizona, Ohio, New Jersey and New York federal courts, investors
in NCFE's bonds and preferred stock have sued numerous defendants, including the foundets and directors of
NCFE, the trustees for the bond issuances, NCFE's auditors and law firm, the rating agencies that rated NCFE's
bonds, and NCFE's placement agents, including the Company. The allegations include claims for breach of contract,
negligence, fraud, and violation of federal and state securities laws. A motion to consolidate all the lawsuits was filed
with the Judicial Panel on Multidistrict Litigation, and by orders dated November 13, 2003 and January 5, 2004, the
MDL panel consolidated the matters and transferred them to the U.S. District Court for the Southern District of
Ohto. Various eatly-stage motions are pending in the NCFE-related lawsuits.

UK Insurance Litigation

On August 7, 2003, a syndicate of insurance companies filed Consolidated Particulars of Claims against CSG,
the Company, and CSFB (USA) in the London Commercial Court alleging that certain excess liability insurance
policies provided to these entities should be invalidated. These insurance policies are intended to provide coverage
for damages, expenses, or settlements in excess of designated deductibles and below designated caps resulting from
certain legal proceedings involving CSG or its subsidiaries. The insurance syndicate alleges that these insurance
policies should be invalidated based on certain purported misrepresentations and misleading statements made by CSG
and the Company to the insurance syndicate in connection with the underwriting of the policies.
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KPMG LLP
345 Park Avenue
New York, NY 10154

Report on Internal Control Required by SEC Rule 17a-5 and
CFTC Regulation 1.16

Member of
Credit Suisse First Boston LLC
(Formerly known as Credit Suisse First Boston Corporation):

In planning and performing our audit of the consolidated financial statements of Credit Suisse First
Boston LLC and Subsidiaries (formerly known as Credit Suisse First Boston Corporation and subsidiary)
(the “Company”), a wholly owned subsidiary of Credit Suisse First Boston (USA), Inc., for the year ended
December 31, 2003, we considered its internal control, including control activities for safeguarding
securities and customer and firm assets, in order to determine our auditing procedures for the purpose of
expressing our opinion on the consolidated 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”) and Regulation
1.16 of the Commodity Futures Trading Commission (“CFTC”), we have made a study of the practices and
procedures followed by the Company, including tests of compliance with such practices and procedures
that we considered relevant to the objectives stated in rule 17a- 5(g) and Regulation 1.16, in the following:

1) Making the periodic computations of aggregate debits and net capital under SEC rule 17a- 3(a}(11)
and the reserve required by SEC rule 15¢3-3({e)

2) Making the quarterly securities examinations, counts, verifications, and comparisons, and the
recordation of differences required by SEC 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

4) Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by SEC rule 15¢3-3

5) Making the periodic computations of minimum financial requirements pursuant to CFTC Regulation
1.17

6) Making the daily computations of the segregation requirements of section 4d(2) of the Commodity
Exchange Act and the regulations thereunder, and the segregation of funds based upon such
computations

7) Making the daily computations of the foreign futures and foreign options secured amount
requirements pursuant to Regulation 30.7 of the CFTC

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 and CFTC’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
consolidated financial statements in accordance with accounting principles generally accepted in the
United States of America. Rule 17a-5(g) and Regulation 1.16 list additional objectives of the practices and
procedures listed in the preceding paragraph.

KPMG LLP, a U.S. limited liability partnership, is the U.S.
mmmbar firm nf KPMG International, 2 Swiss cooperative.



Because of the 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.

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 one or more 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 consolidated 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 and customer and firm assets 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 and CFTC to be adequate for their purposes in
accordance with the Securities Exchange Act of 1934, the Commodity Exchange Act, 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, 2003, to
meet the SEC’s and CFTC’s objectives.

This report is intended solely for the information and use of the Board of Managers, management, the
SEC, the New York Stock Exchange, the CFTC 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
regulation 1.16 of the CFTC, and is not intended to be and should not be used by anyone other than
these specified parties.

KPMe LLP

February 20, 2004



