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- Customers’ Regulated Commodity Futures and Options Accounts
Schedule of Secured Amounts and Funds Held in Separate Accounts for
- Foreign Futures and Foreign Option Customers
Supplemental Report on Internal Control




STATE OF NEWYORK )
COUNTY OF NEW YORK) SS:

I, 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 director or principal officer has any proprietary interest in any

account classified solely as that of a customer.

Subscribed and sworn to before me

this 5th day of April, 2004.

olmea . Goadeich, (uprngsie)

Notary Public

, LAURA MONDESIR
Notary Public, State of New York
-No. 01M05026252
- Quatified in Kings County
Cert. Filed in New?ork Coung
Commission Expires 7- 12 - 200 (s
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David Fisher
Managing Director and Chief Financial Officer




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.

Dot il

David Fisher
Managing Director, Chief Financial Officer
and Allied Member

FranlJBeCongelio t/
Managing Director, Chief Operating Officer
and Allied Member

Subscribed and sworn to before me
this 5th day of April, 2004.

QZMML sy/A [ﬁ?&/ﬁ(l&ép (HoviesiR)

Notary Public

LAURA MONDESIR
Notary Public, State of New York
No. 01M05026252
Qualified in Kings County
Cert. Filed in New York County
Commission Expires J-y7 - 200k



Credit Suisse First Boston LLC 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)
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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 Securties Exchange Act of 1934 and regulaton 1.10 under the Commodity
Exchange Act. This consolidated financial statement is the responsibility of the Company’s management. Our
responsibility is to exptess an opinion on this consolidated financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted i 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 the Company has restated the consolidated statement of financial condition as of December
31, 2003.

As discussed in Note 3 to the consolidated statement of financial condition, in 2003 the Company changed its method
of accounting for variable interest entities and stock-based compensation.

February 20, 2004 | @MG‘ LLP

except as to Note 2
which is as of April 5, 2004

.. .. KPMG LLP, & U.S. timited liability partnership, is the U.§.
member firm of KPMG International, a Swiss cooperative.



CREDIT SUISSE FIRST BOSTON LLC AND SUBSIDIARIES
(A wholly owned subsidiary of Credit Suisse First Boston (USA), Inc.)
Consolidated Statement of Financial Condition, as Restated
December 31, 2003
(In millions)

ASSETS

Cash and cash eqUIVALENLS ...ttt s ssases s seessesesrenses $ 212
Collateralized short-term financings:

Securities purchased under agreements 10 £ESell. ... vcreerirrveemscssescensesresresseeesieseesssssssessscecsee 50,796

SECUIHIES DOITOWED ..ecvvveretrt sttt s sb st s sa s b a s e b se s sbs b r s 78,022
Receivables:

(CUSTOIMIETS ....vovrvervreeressseressesetiesessecsstissssstsssssssesssssssassssssssessssssss sasbasssassssbestsssassssasassessasssessosssssasassssssessasns 2,564

Brokers, dealers and Other ... es st st ssensssasssnsssssmssmmssassossassass s : 6,391
Financial instruments owned (includes securities pledged as collateral of $40,443):

US. goOvernment and aGEOCIES ........c..reeemmusmmnsessesesiassisessssesseesssssssssssssssssosssssssssesssssessssasssssans 31,684

COPOTALE dEDL.....ooociveeecienerieicreamecce st sesssscsessase st eesssaeseese s st e sbs st ssens 13,460

EQUILIES covvvovivinrcacieieectcorevaaiesccssecsssinsscnessassstsaseeansesresssarossssssanscsncessessnessnsoessersssesssscrassssssssmassssssonss 13,691

DEIIVAUVES COMIACES wvnvrrrireieererstssenssssiessessessssssesssesssssssssessesssssssesssasssessessassanssstasssessssssnssnssssssessssassans 2,790

COMINEICIAL PAPEE ..oovvcrvrvrnrirismsiistimststsamsesssssssnssssssssmssessssss s rassssssssassass s sassss s ssanssn e sisnons 641

OREL covov it tiss s ss et st ess s st e bbb 308
INET AEfEITEd TAX ASSEL vovverecrreeemnercirsescseessscrreesesesessssasssssesssbssassesse s serets s sssissesasss s r s s sasassnens 953
Office facilities at cost (net of accumulated depreciation and amortization of $480)...........ccceucee. 232
GOOAWILL ..ottt s et s bR 253
Loans receivable from parent and affiHates.........c.coeieeerriisnsceeeseneimcessiss e ssensssesesesesssesesons 277
OMRET BSSELS c.vvvvcvreercreesceisecrssssesssecsssse e s sres s sesee s s e ass AR bRkt b 329

TOTAL ASSELS 1.vvvurrrecrerereirrreser s st bene st s bbb ss bbb s s s bs R R b e s et s s s s s beenbeenen $ 202,603

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, as Restated
December 31, 2003
(In millions)

LIABILITIES AND MEMBER’S EQUITY

SROTT-TEITIL DOITOWINGS «...cvvevvcrvenccrirmeciineivicccriansecsasmesensassseseaessessscesassessnsssssasocesssaesessmnescssassscecsancsesen $ 11,235
Collateralized short-term financings:
Securities sold under agreements t0 FEPUICRASE. ...vvvvvvemcerscreensrrecrssirasiosesssssreesasessesssssssssasnenesse 104,974
SECUITHES 10ANEA ...veeeeereeiereeetret ettt s bes e s s s s st esssns st sess s ms s e sssasaasr s saen 28,851
Payables:
CCUSTOIMIELS .. vveerteesretserscnesssstaesesessessassessesssssssesasesassessssensensastessssesesssessssasesssesnssesonssssesessnsssassesesassstessenssesonss 4122
Brokers, dealers and Other ... ssss s e s sssessss s ssssaessassan 5,058
Financial instruments sold not yet purchased:
US. government and agenCies ... 23,290
COIPOTALE AEDL...orrireeeeivtsseivireeviisesevirsssesiisssessissesssisssscssmsssseassssssssssssssssesssssssesassssisssssssssssesinns 2,466
EQUITIES coortriircesce ittt s saessessass s iases st as e et s e 3,015
DELIVAUVES COMEIACES .vvvverrreriererieeresessensesessesssssssssesaestesssessessssisssesssessssnssiessesassuossestassassssstesssassssssssenes 2,632
OIRET oottt ss s b st ss bR SRR A bR eSS b bR 196
Obligation to return securities received as COATETAL .......vurcrrerireereccimmene s ressssseesssssesseassecssasesess 1,955
Accounts payable and aCCruEd EXPEMSES .....uuurevveurmerecrieriieeererssesrimsecaresssseesesssssssreesse st sssassssnes 1,926
OLher HaBIlIES ..o.vevveveoeeeeres ettt sms s er s s s eas st ssssbeness s s e s e st s st ass s s asssassasssasssosn 2,728
SUDOLAINALEd BOITOWINES .vvvvcuvserevesicieseriseriaseriases e esassessasesssessssssessessessasessssssssas esssssssssesssssassssnsessessissnens 5,075
TOTAl HADIIEIES «....cvovvoveveseeereses e s esvaessssssesssssessesstserassesseemsssassaneas e sromastassasenseassassasnssessansasos 197,523
Member’s Equity:
MEMDBEI’S COMIIDULIONS ..vvvivvvieieicaetceere sttt ssesbersessssaessremessssasaessssassenssssossssstsssssasesssasssesassasssossisn 4617
ACCUITIUIATEA EATTUNEZS ..vvvcvererevreresrrensseersareesessesae s ssssssasssess b sssasesssasasses s cs s s asss e rsases s ieses 620
Accumulated other COmMPTERENSIVE 10SS .....vcrerveerurrreeerresceesieermsesecressaessenseesssssssssssssssassssosssssasssenasios (157)
Total MEMDBEIL’S EQUITY ....oucremmiriercee s ritenescssessssecesssesesenses et sasse st ses e sasersmessasrstsssseneessessass 5,080
Total liabilities and mMEMDEL’S EQUILY.....c..uonecrererrineerisrestsinsescrsassesserssssissesesssssesssasesssssseserssennsessnse $ 202,603

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 Gredit 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 liability company. As a result of this conversion, the capital stock of Credit Suisse First
Boston Corporation was cancelled and converted into one limited liability company interest. The conversion of
Credit Suisse First Boston Corporation 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 LLC, 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 LLC and the Company were under the common control of CSFBI at the time of the
contribution. The PCS business did not have a material 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 6 for more
information regarding the Company’s consolidation of VIEs.

The Company, as a US. 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 US. 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. Restatement

Subsequent to the issuance of the consolidated statement of financial condition as of December 31, 2003, on
February 20, 2004, management identified erroneous profit recorded on certain residential mortgage securitization-
related forward transactions with an affiliate related to 2003.
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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. Restatement (Continued)

As a result, the consolidated statement of financial condition as of December 31, 2003 has been restated from
the amounts previously reported. The following presents the impact to the affected line items in the consolidated
statement of financial condition. All applicable footnote disclosures have been restated as appropriate.

Consolidated statement of financial condition as of December 31, 2003:

As Previously As
Reported Restated
(In millions)
Recetvables from brokers, dealers and other ...........coeceveveereeneeececeesiesieenene $ 6,395 $ 6,391
DEIIVALIVES CONLIACTS .ovvvrrerranrrerterciasersressessessessssssessasssssasssassssassssssessssssssssssassnssenss 2,816 2,790
TOTAL ASSELS oot 202,633 202,603
DEIIVALIVES COMUIACES onvunrerrerersrisesssiessesresisarsassessssssssesessssssssessssssssesmassessnansosesessens 2,641 2,632
Other Habilities .........ooovvvvereeeee et esseesesesesesses et b et besaees 2,735 2,728
"TOTAL HABIHEES 1o 197,539 197,523
AccumUlAted EAITUNES ....uveeevveeerveeresessssseseissssesissseeresssssesssssessessssssssssssssssssssosies 634 620
Total MEMDEL'S EQUITY cvvueuvnviecerceeeereniecree e rsscneeseee s ssesrssseesseesescensssesens 5,094 5,080
Total liabilities and member’s eqUILY .......covcevvcermvccmnionnccccssimmeisiisennecessssesssasseness $ 202,633 $ 202,603

3. Summary of Significant Accounting Policies

Basis of firancal information. 'To prepare consolidated statement of financial condition in accordance with
accounting principles 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
their nature, are based on judgment and available information. Therefore, actual results could differ matenally frorn
these estimates. All material intercompany balances have been eliminated.

Cash and ash equivddents.  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 firancings. The Company enters into transactions involving securities 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 securities 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 securties loaned transactions are recorded at the amount of cash collateral advanced
or received. For securities borrowed, the Company deposits cash, letters of credit or other collateral with the lender.

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

3. Summary of Significant Accounting Policies (Continued)

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 securities borrowed and loaned daily
and obtains or refunds collateral as necessary. :

Seaurities trarsactions. Customer securities transactions are recorded on a settlement date basis. Receivables
from and payables to customers include amounts due on cash and margin transactions. Amounts receivable and

payable for securities transactions that have not reached their contractual settlement date are recorded net on the
consolidated statement of financial condition.

Finanaal irstrumens. 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.

Fawr vadue. The determination of fair value is fundamental to the Company's financial condition and, in certain
circumstances, requires management to make complex judgments. Fair value is based generally on listed market prices
or broker or dealer price quotations. If prices are 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.

Ofe faclitis. 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.

Gooduill 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 January
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 bemg 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 statement of financial condition.

Stode-based Compersation. In August 2003, the Company adopted the fair value recognition provisions of SFAS:
No. 123, “Accounting for Stock-Based Compensation” (“SFAS 123”), 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 257).

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.
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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. Summary of Significant Accounting Policies (Continued)

Incorre taxes. The Company accounts for income taxes under the provisions of SFAS No. 109, “Accounting
for Income Taxes” (“SFAS 109”). Under SFAS 109, deferred 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 5 for more information.

New Accounting Pronouncements

In April 2003, the FASB issued SFAS 149, “Amendment of Statement 133 on Derivative Instruments 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
mvestment meets the charactenistic 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 entered into or modified
after June 30, 2003, except for forward purchases or sales of when-issued securities or 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 issuer’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 impact on the
Company’s consolidated statement of financial condition.

In December 2003, the FASB issued Interpretation No. 46 (revised December 2003), Consolidation of
Variable Interest Entities (“FIN 46R”), which addresses how a business enterprise should evaluate whether it has a
controlling financial interest in an entity through means other than voting rights and accordingly should consolidate
the entity. FIN 46R replaces Interpretation No. 46, Consolidation of Variable Interest Entities (“FIN 46”), which was
issued in January 2003. Entities that had applied 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 Pensions and Other
Postretirement Benefits” (“SFAS 132R”). SFAS 132R retained the disclosure requirements 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 13 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 106-1”). The Medicare Act became law in December 2003 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 “actuanially
equivalent” to the Medicare benefit.
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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. Summary of Significant Accounting Policies (Continued)

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 or 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 13 for
more information.

4. 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 enters 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.

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

(In millions)
ASSETS

Securities purchased under agreements 10 resell........uvveemmissiesisnseincrcecessssisssssnns v sssssireaes $ 8,479
SECULILES DOITOWEd ... veeeeerenrecies s tes s ssssasssess st s s ssa s s s e s s s b r s s sassss sesssansssaasesansassns 1,712
Receivables from brokers, dealers and OThEr ... st o 1,087
DELIVALIVES COMIACTS cvvorerrrenrrrenesrosessessssosrsssessssssssscsissossissssssssnesissatasiasesssessssnessssisiusss s sasssossassssssasssssssssssses 42
INEL dEfEITEA TAX ASSEL .ovvrrvrereereeieasecriseenearessssersasesressessasresss s ssssasssserasssesassesiseesssesastse essssasassssssnssesmontsssessoass 953
Loans receivable from parent and affiates........ccocvvcrccrmecrinecrerenrenesrseecsssenssessssesssesasecsmesssnes 277

TOUAL ASSEIS....ovvvvrresrrrsreriecremmsssmss ettt ssstsessen s b bes s as s sam s saR s am bR b $ 12,550

LIABILITIES

SROT-LETTI DOITOWINGS .evvvreevvrnssrsessmsesseesessmseessassesesessssesecsssssmmsessessssssesessssssmsssssssssnsssamisnsossssssasssessssssssssoss $ 11,179
Securities sold under agreements t0 TEPULCHASE c..vevveeveeecrrermcireccrcerse st sraseeccssaaes 10,958
SECUIES J0ANEM.......eo ettt se e s st st sbas e as b sa s bbb ens s st anessanes 17,568
Payables to brokers, dealers and other ...t csssssesssssnsisecns 614
DEIIVALVES COMIIACTS ..ovvvvriectrresrcnscnstise st cbbecssss s e sas st a s R s bb s RSO R R b R0 74
Taxes payable (included in Other Habilities).........uercureecrrmmiserisicriseciamssesssecsresscnsissssesssssesessssscsisnsens 846
Intercompany payables (included in Other Habilities) ...........cvcruvereermrecsimmnmnsmeceiscssseesessmmesssessnssissonss 418
SUDOTAINATE DOTTOWIRES «.cvevomnevceermasmeierssacresssnneresssimsscersesmsnsessssmsssmssssisetssesassnssessssasiosscstsssssossssesssssossasens 5,075

TOTAL HADIIILIES vuvvvvveoceeciersenverieessceer s st st ses st ssessassssesess s ss s ssesssnsesbessbasass e sessbasssasbasssssaessssnsnsansan $ 46732

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 time and in the
ordinary course of business, enters into, as principal, transactions involving the purchase or sale of securities from or
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

7
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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

4. Related Party Transactions (Continued)

shares to the employees as compensation for services performed. CSFBI purchases the shares 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 member’s contributions.

In connection with its derivatives activities, the Company enters into OTC derivatives contracts with related
parties that contingently require the Company, as guarantor, to make payments based on changes in an underlying
financial instrument. See Note 16 for more information.

5. 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:
INVENTOLY oottt sts s sttt esss s st s s o b e bttt emsenbesenenie $ 116
TIIVESTITIENILS 1.evviveecreeecreteseestesaeets e esessscestsssastenssssessssssaseassrsiasrastsssnssassesenssssnsssssnssssssoserssensssassessssnotonssasesssnsass 30
Other liabilities and accrued expenses, primarily compensation and benefits...........veeereummerecerivnnnnes 785
Net operating l0ss CAITYIOIWALG............cuiirmurrrimeseeriseersssessermaesessessossssssssessasesess e sisasassessssssessensessssssssesss 29
State AN JOCAL TAXES........cveevcireeerie et sse et sssas s as s e s ase e s bt s s b sas e raesbessbesbresaesasssnssaete 26
TOtal dEfErTed TaX ASSEIS ...vmuveerieriere it sb s sseessnssrasssessse s snsssesssssssesasessessssasssssssssens 986
Deferred tax habilities:
TEIVESTITIENES ..eovevrvirernierensieretisntetoresesessseressesisseseressessssssssssssesstasessassassesesssssssessesssnssssaesotsasnsssssassnssesonstonssrrasasaes 6
OHFICE TACIULIES .. vvvveeeicreeeeies et sss et saes st ossasssssass b sssseesasssostas sesmsssssbessses e snsssrasassresenson 1
Total deferred tax HaDIITIES ....c..coieceeee oo esse s es st e ssressensssvesessaassesss ssessemsesasssonssasaes 7
Deferred tax assets net of deferred tax HADIIEIES .....cv.cveveivieeceeeeserenesecsssmsesesseesssssesssssesssessessassasssosas 979
VaTUATION ALLOWALICE .eveetreeecrerere ettt serstne st s e st ot st ras b bt b e bt ee b basesbaeb st bbb sst s sasamsesseasraen 26
INEL AEfEITEA TAX ASSEE..nvuvitriteieeeectresiec e tessastesss e s sssasiss et sssassseneassesstessseseensstessntasnossoessssnsssrensesensassons $ 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 conceming 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 deferred 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.

6. ‘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 instruments owned in the consolidated statement of
tinancial condition.

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.

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

6. Transfers of Financial Assets (Continued)
Variable Interest Entities

The Company has variable interests in several collateralized debt obligation (“CDO”) VIEs. The CDO
entities may have actively managed (“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 {inancial 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 carrying
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 interests in open CDO VIEs that are not consolidated
because the Company is not the primary beneficiary. The total assets in these CDO VIEs as of December 31, 2003
were $3.6 billion. The Company’s maximum exposure to loss as of December 31, 2003 was $165 million, which was

carried at fair value in financial mstruments owned.
7. Subordinated Borrowings

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

Revolving Subordinated Debt Agreements: (In millions)
DUE APIIL 30, 2011 corereerereercieeteeemsessisesmisecanssessase s sssssessessesissssssses s sisn e sss st srees st $ 3,575
Equity Subordination Agreements:
Due APl 30, 2011 c.ociietieenesecireceereeesesssse s ssses s ssessse b sasse e b e ees 1,500
Total sSubordinated BOTOWINGS .....uuvvvueerrcrecnncniiceressescrseesesesesssaseessnsecsmssssesesisesessaeessasecssasocsensons $ 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 revolving 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 cutstanding under any of
the facilities.

The botrowings 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 Securities 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.



.-) - «’ ’ -, - o o -

CREDIT SUISSE FIRST BOSTON LLC AND SUBSIDIARIES
(A wholly owned subsidiary of Credit Suisse First Boston (USA), Inc.)
Notes to Consolidated Financial Statements (Continued)
December 31, 2003

8. Net Capital Requirements

The Company is a registered broker-dealer, registered futures commission merchant 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 percent 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. If 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
dividends. As of December 31, 2003, the Company’s net capital of approximately $3.5 billion was 59% of aggregate
debit balances and in excess of the minimum requirement by approximately $3.4 billion.

9. 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 secunities
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 proprietary accounts of introducing broker-dealers. As of December 31, 2003, the Company
segregated securities aggregating $196 million on behalf of introducing broker-dealers.

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

10. Derivatives Contracts

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

Cptiors

The Company writes option contracts specifically designed to meet customer needs, for trading purposes or
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 underlying the options. To manage this market risk, the Company purchases or sells cash or derivative

financial instruments on a proprietary basis. Such purchases and sales may include debt and equity securities, forward
and futures contracts, swaps and options.

The Company also purchases options to meet customer needs, for trading purposes or 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 or indices. The counterparties to these option contracts are reviewed
to determine whether they are creditworthy.

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

10. Derivatives Contracts (Continued)

Forumyds 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
instruments, as well as options on futures contracts.

Because forward contracts are subject to the financial rehablhty of the counterparty, the Company is exposed
to credit risk. To mitigate this credit risk, the Company limits transactions with specific counterparties, reviews credit
limits and adheres to internally established credit extension policies.

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.

Swups

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 deprecxauon in value based on a spec1f1c 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)
OPUOLS covvernrevvermseeseesssssserissssessacsessssesrsssessessssssastsssessssessasssssasssesssossessnssserssasesrasenss $ 2,565 $ 2,350
FOIWard COMIIACTS w.vuvuvmmiurincreiecteresecse et sesessasssessrsssrasassss s sstossessssssnssesssstosarassas 216 261
SWAPS ceverrmtirs st s e st R R R baes 9 24
FOUAL oo e et 3 2,790 § 2.632

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

11. 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 are
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 market prices, which may not fully
cover the obligations of its customers or counterparties. This risk is limited by requiring customers and counterparties
to maintain margin collateral that complies with regulatory and internal guidelines.

As part of the Company’s financing and securities settlement activities, the Company uses securities as
collateral to support various secured financing sources. If the counterparty does not meet its contractual obligation to
return securities used as collateral, the Company may be exposed to the risk of reacquiring the securities at prevailing

: 11



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

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 or 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 market
value of the financial instrument contracted for each day and by reviewing the creditworthiness of the counterparties.

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 16.

12. Concentrations of Credit Risk

As a securities broker and dealer, the Company is engaged in various securties 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
institutional investors, including other 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 is generated by securities and currency
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 a maximum exposure limit for each counterparty, as well as for groups or classes of
counterparties. Furthermore, the Company enters 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 credit to the customer. The Company seeks to control the nsks associated 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.

13. Employee Benefit Plans

The Company provides retirement and postretirement benefits to certain of its US. and non-U.S. employees
through participation in defined benefit and defined contribution pension plans and other plans sponsored by Credit

Suisse First Boston. The Company’s measurement date for its pension plans and other postretirement benefit plans is
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.



CREDIT SUISSE FIRST BOSTON LLC AND SUBSIDIARIES
(A wholly owned subsidiary of Credit Suisse First Boston (USA), Inc.)
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13. 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 retirement benefits to link them to the
performance of Credit Suisse First Boston effective January 1, 2004. As a result, certain individuals no longer accrue
benetits under the Qualified Plan but will receive an additional contribution in CSFB’s defined contribution employee
benefit plan. The shift of future retirement 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 years 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 retired 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 “actuanally equivalent”
to the Medicare benefit. In accordance with FSP 106-1, the Company has elected to defer the application of the
measurement 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.
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13. 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 period ..., $ 517 $ 77
SEIVICE COSLuunnrrrmmrermmmnricsmmmiesimmssesmasiessanssssesmssessmssstsessstsesastsesssisssssssssssssssssssnssosasnssesssons 26 3
TEOEIEST COSTarnnrirrmiircrsctrmriiinsrssir s sssssse s ses s sssssssasab s s esss s s e e ens 31 6
Participant CONIDUTIONS vveeuvuvueevvsriisieesssresssrsssssssssssmssesessessrsssssssssssssssssessssssssrne — 1
AMENAMIENTS «.oovorrreereecrisesresso e eresesssssesressesesessstssssssessssssessssasssesssssessosssesssiossson 2 —
ACTUANIAl 1SS oovveeeieic ettt ettt e 16 21
BEnefits PAId..cuuveeuecrcvrecsnevcvumsisseresssmnsssverssisrmssmsisesssssassssssssssnsassssssmasssssesesssaneessoseessines a7) 4)
Benefit obligation as of the end of period.......vueeerccreneericeerresceseeirirecsaen $ 575 $ 104
Change in Plan Assets
Fair value of assets as of the beginning of period.......ccoumeerveeevermneenerreccenissen $ 313 % -
Actual Feturn ON Plan ASSEIS ... rrmrvrerrerrecearnriaenrsserisecssserssnssrssssissessssissssssnsissnsons. 51 -
Employer CONUIDULONS .....ccvvcmeriiriereeessreressssmssnsnsssssssssssssssesssessssssesserssssssens 38 1
BEnefits Paid.....oucreereessserreesesesisasesecsssssssecsssssaeesressssssesssrse s e (17) 1)
Fair value of assets as of the end of period..........oeencemerceneeccinecneroncirciieenns $ 385 % —
Funded Status
FUNAEA STATUS .vevvovreeeoreri s cssssassssissecensssesssasscssssssesanssoss e seveseseneses $ (190) $ (104)
Benefits Pald......cciveirinitii st — 2
Unrecognized tranSIHON ASSEL.....cwruurmmnrersvaersmsessssoseesssssesessesmaessessssensssssossessesesesenaes (3) 1)
Unrecognized PrOX SEIVICE COST.uuccwuummrirrrvmrmmsonsscssssesseassisinsssssesssssssessissnssssiesnscs 5 20
Unrecognized net actuarial 108S.......ccoeumecrmmemecermecesreniriescsumecinssenc s 276 13
Prepaid/ (accrued) Benefit CoST . mmmanreermsecinerinsesimesessseseensesensesmnenses $ 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 postretirement
benefit obligation for 2003 were:

2003
DDISCOUNT FALE euveerevemsitienssnerisessmssstseeresesasssssrassessss s s sbesrasss shessas s ebss bR bssems b sba b s bm s Rt R R b 6.00%
Rate of COMPENSATION HICTEASE. .c.vvvuenncrrirerrrecrisemsmmisessmssesesemsssetsmsssssssssstasssssssssnssssastsesssiasssssosssssassosssssassess 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. '
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13. 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 SECUITUES ..vcvvevvirreceeecemacerscmmensssseasesssessseccmseesasanscssesesssesssesessessansessscssansessssssasssenessessansemasssansesessesas 41%
DIEDT SECUITHIES 1vvvnevevsieeie i essssess e sss s ssssssnssas ettt asbebne s bssbesstsas s aeemst ot assreses s eseseeesneanemssnsaosanrasranns 33
REAL ESTALE ..ot ess e sesesss s sssssss o e asesssaosaostsnsasssstsasbass essas st sesosns s simssssssmrensssnmssssssosenes 9
CASB et b e st s et i et ettt ne s e n et et tn e e e et st et aesene s ars e 17

Total

.......................................................................................................................................................... 100%
14. 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
SRATES GLANTE ...ovrivrncerearecrrircrieee s cere st ssssse s sasi s ss s ssa s ss e s e sttt 16,811,421

Weighted-average fair value at grant date........oceveeeieercrmiercermemsnsesessessnecsesssssmsseessssseesecssasesssssssasecess $ 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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14. 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 requirements are recognized over 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 dIVIAEnd JIELd .........vrrvcrueccrieecunne e e sesss st ssss e sesessss e sssss s sasta st s snae 1.75%
EXPECLEd LE Of OPUOMS c..ovvreereiveescrierc e ctssses s sasssses s sess st sss s st sss s ss s r st sssssens it sans 5 years
EXPECEA VOIAUILY....orrveecomsveeresmmaserenceirmsssesressesessssecessecessssasisnsesseseessesesnsnasnsssessssssasisnsssessssssnsnasessessssessions 45.54%
RISK-F1EE INETEST TALE worvvvvese v isssesssssessssssssssssssssissessssssss s asssissss s ssssssssssssssss s ss s s asssssanss s ssss s sssssssassssens 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.

15. 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 years years 5 years commitments
(In millions)
Standby repurchase agreements(1)........ $ — 3 75 % — 3 — 3 75
Resale agreements (2) ...ceeeevceeernirenneene 7,576 385 300 100 8,361
Total commitments ........cocecveevemsrrennen $ 7,576 $ 460 $ 300 $ 100 $ 8,436
(1) 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 agreements.

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

December 31,
2003
(In millions)
200G vttt et et a eSS st re s R s e s R bR A At oA SRR SR E A e A bt e et e AR st ea s A s s AT aen T e re an e s ara s s ssetesrtete $ 57
2005 st sr et ettt r s s b e et s R s b s e AR RA SRy SRR s oAt eRsba bR e RS RS rRr R b s s R et s R e Rar s et sresereratasasRranatans 58
2006 ettt sttt et et bbb s e ae e te e AT R a R e b et oAt Re AR b v e s e e AR RaR RO s e s eRe s e RS e reRta s she e asbsereb s benbsabone 60
20007 sttt e r ettt eb et et e sk bt ek b s e e bt e SRR SRR e RS A e R e AR e R SRR A SR SRRt R e h Rt ekt s A ekt et et ea b s taraseneereans 55
2008 oottt essts et as et e e bona st ae e e s RS sROReR s RS e RS bR v R e AR OO SRS Re S b e s SRR bRt RS ea R e AR A ettt et et eeesentetats 50
TRELEATTEL .ottt r s et b sttt et ess st e bR et b R b A s be b s s s b sttt 379
TOtAL oottt R AR AR bR A Ae bR b bRt R R ban s $ 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.

16. Guarantees

In the ordinary course of business, the Company enters into guarantee contracts as guarantor. FIN No. 45
“Guarantor’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 guarantee, 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 hability associated with guarantees
covered by FIN 45 as of December 31, 2003 by maturity:

Expiration Per Period
Less than 13 45 Over 5 Total
1year years _years years guarantees
‘ (In millions)
Market value guarantees........coccueecercnes $ 1,706 $ 5 % 13§ 104 $ 1,828
Total guarantees........cevcencceerennne $ 1,706 $ 5 % 13 $ 104 $ 1,828
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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 underlying 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 financial instrument or require 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 are credit
derivatives that may subject the Company to credit spread or issuer default risk because the change in credit spreads
or the credit quality of the underlying 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 critenia 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 10 for more information on derivatives. The maximum gross contingent liability, excluding any
potential offset from hedging activities 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
likelthood 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
membersh1p arrangements, be required to perform if another member defaults. The Company has determined that it
is not possible to estimate the maximum amount of these obligations and believes that any potential requirement to
make payments under these arrangements is remote.

17. 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 (primarly software, trade names and trademarks, which are being
amortized over useful lives ranging from five to 20 years) of $2 mllion.

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 occurring subsequent to these impairment tests that would more hkely than not have resulted in the faur
values being below the carrying values.

18. Legal Proceedings

The Company is involved in a number of judicial, regulatory and arbitration proceedings (mcludmg 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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believes, based on currently available information and advice of counsel, that the results of such proceedings, in the
aggregate, will not have a material adverse effect on our financial condition. The Company intends to defend itself
vigorously against all of the claims asserted in 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 firms, 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 securities in those IPOs.

In February 1999, the district court consolidated the various cases in a single litigation, captioned I 7e Public
ffering Fee Antitrust Litigation. On April 29, 1999, the defendant underwriters filed a motion to dismiss the complaint
as a matter of law.

Meanwhile, beginning in August 2000, several other complaints were filed on behalf of issuers 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 tssuer 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 order, dated December 13, 2002, the US. 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 issuer complaint, naming numerous defendants,
including the Company and CSFB (USA), under the caption In re Issuer Plaintff Iritial Public Qffering Fee Antitrust
Lutigation. 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
interlocutory appeal of that decision. On January 17, 2003, the district court issued an order deferring a ruling on the
defendants' motion until the district court 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 research analyst practices and certain IPO
allocation practices, the Company received subpoenas and/or requests for information from the following
governmental and regulatory bodies: (1) the New York 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
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investigations, NASD, NYAG and MSD took testimony from various present and former employees of the
Company. The investigations focused primarily on equity research independence and the allocation of certain IPO
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 million, 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, industry-wide procedural and structural reforms to its business practices relating to
both research analyst independence and the allocation of shares in IPCs.

On October 31, 2003, the U.S. District Court for the Southern District of New York approved 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 participated 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 primanly 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 Lable for supervisory or other
falures 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 aware 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—pendmg mvestigations into the firm's allocation of shares in IPOs and subsequent
transactions and commissions.

Litigation Relating to IPO Allocation/Research-related 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 US. District Court for the Southem
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 misstatemnents 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 aftermarket transactions by certain customers that received allocations of shares 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 July1, 2002, the Company and other defendants moved to dismiss the
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consolidated class action complaints. Oral argument on the motion was held on November 1, 2002, and on
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 US. 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 in an
illegal antitrust conspiracy to reqmre customers, in exchange for IPO allocations, to pay non-competitively determined
commissions on transactions in other securities, to purchase an issuer's shares 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 IPO secutities at a
price higher than the offering price, as a precondmon 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 Gircuit. Plaintiffs voluntanly withdrew their complaint in the action relating to
NewPower Holdings, Inc. In the action filed in the U.S. District Court for the District 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 US. 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 Missoun state
court and a consumer fraud action brought by the West Virginia Attorney General, both relating to analyst research.
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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 April 8, 2002, the Company and certain other investment banks were named as defendants along with,
among others, Enron, 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, Neuby, et al. v Emon
Conp., et al., was filed by purchasers of Enron securities and alleges violations of the federal securities laws. The
second, Tittle, et al. w Envon Conp., 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 Organizations 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 7ittle 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 Neuby 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
Neuby action and stayed as to the filing of amended or responsive pleadings pending the court's decision on class
certification in Newby and Tittle. 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; (i) 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; (iif) an action by AUSA Life Insurance Company,
Inc. and eleven other insurance company plaintiffs alleging violations of state securities laws, common law fraud and
civil conspiracy in connection with securities offerings by certain Enron-related entities; (iv) a complaint by purchasers
of Enron, Marlin, 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 enrichment; (vi) a complaint by a Connecticut state agencyto
recover funds lost on a long-term energy contract with an Enron affiliate alleging violations of the Connecticut Unfair
Trade Practices Act and various state aiding and abetting claims; (vi1) 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 laws.

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 secunty interests, and turnover and recovery of
property; and damages, attorneys’ fees and costs for alleged aiding and abetting of breaches of fiductary 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 Newby, Tittle
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 US. Congressional 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.

NCEFE-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 founders and directors of
NCEFE, 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 US. District Court for the Southem District of
Ohio. Various early-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
certamn 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
757 Third Avenue
New York, NY 10017
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”), 2 wholly owned subsidiary of Credit Suisse First Boston (USA), Inc, for the year ended
December 31, 2003, we considered its intemal control, including control activities for safeguardmg 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 Commuission (“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 peniodic 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 securnities under Section 8 of Federal Reserve
Regulation T of the Board of Govemors 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 requirernents pursuant to CFTC Regulaton
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 SECs and CFTC’s above-mentioned objectives. Two of the
objectives of internal control and the practices and procedures are to provide management with reasoriable
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 qccepted 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.
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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 deteniorate.

Owur 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 intemal 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 CFIC 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 P

February 20, 2004
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