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KPMG LLP
345 Park Avenue
New York, NY 10154

Independent Auditors’ Report

Member of
Credit Suisse First Boston LLC:

We have audited the accompanying consolidated statement of financial condition of Credit
Suisse First Boston LLC and Subsidiaries (the “Company”), a wholly owned subsidiary of Credit
Suisse First Boston (USA) Inc., as of December 31, 2004 that you are filing pursuant to rule
17a-5 under the Securities Exchange Act of 1934 and Regulation 1.10 under the Commodity
Exchange Act. This consolidated financial statement is the responsibility of the Company’s
management. Our responsibility is to express an opinion on this consolidated financial statement
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the consolidated statement of financial condition is free of
material misstatement. An audit includes consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but
not for purposes of expressing an opinion on the effectiveness of the Company’s internal control
over financial reporting. Accordingly, we express no such opinion. 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 consolidated financial position of Credit Suisse First Boston LLC and
Subsidiaries as of December 31, 2004, in conformity with accounting principles generally
accepted in the United States of America.

February 28, 2005 KP ”’(Gr LCP

KPMG LLP, a U.S. limited liability partnership, is the U.S.
member firm of KPMG International, a Swiss cooperative.
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CREDIT SUISSE FIRST BOSTON LLC AND SUBSIDIARIES
(A wholly owned subsidiary of Credit Suisse First Boston (USA), Inc.)
Consolidated Statement of Financial Condition
December 31, 2004
(In millions)

ASSETS

Cash and cash eqUIVAIENLS .......ovciiiiiie ittt b ssss s siens 3 211
Collateralized short-term financings:

Securities purchased under agreements to resell ..o 48,504

Securities DOTTOWEd ....vcvvvvererrieereiee st rrasstss s ess st st ssssss s bessnebessasaees et 83,707
Receivables:

CUSTOIMIELS ..oveveuereriiviriesieesieutetsseuceeseestaeasansasases osesessssesesestasassnsssessssesensstssessetesentessasasantasesenssserenssssasnssesnss 2,929

Brokers, dealets and other 10,591
Financial instruments owned (includes securities pledged as collateral of $39,088):

U.S. government and aefiCIES .ottt res s seen 32,918

COLPOLALE AEDLovuuiviieciiecet b e 14,534

EQUIES .ooiriirecieceieei it st es b e e be bbbt bt 27,425

D EIVALIVES COMILACES 1rnruriairertiirteretaritrnsersesraesssstesatasaseesssesssssessarssssesssssesessssssssessssnsssnssensorssrsssesosesesasrass 1,172

COMMEICIAL PAPEL .voiuiitriiritenet e sb e bbb bbbt 1,171

OREL ittt e or bbbk R et R bR e Rttt R s e ta st as 718
INEt AEfErred tAX ASSEL c.vueuiirierieeeerereretrre e tee st rassss s st e st seb et stss e b s asassessressatsebessesssebunsnsnssnen 753
Office facilities at cost (net of accumulated depreciation and amortization of $501)......cccveeveneece. 209
GOOAWLL ..ottt ettt ettt e sa st st ettt sttt E et st st st ses s seb ot eessnesbanantntesen 447
Loans receivable from patent and affilfates.......covvcnicciini s 285
Other assets and deferred AMOUNTS ..c...co ittt st sttt st st s 554

TOLAL ASSELS .eueuviiereiiirintseeie e ses et sttt rea b ee s etas et sae s st v st s b aab s st bR st s s e e anntsheantaantaaer e aet et e s e rnasasanas $ 226,128

See accompanying notes to the consolidated statement of financial condition.




CREDIT SUISSE FIRST BOSTON LLC AND SUBSIDIARIES
(A wholly owned subsidiary of Credit Suisse First Boston (USA), Inc.)
Consolidated Statement of Financial Condition
December 31, 2004
(In millions)

LIABILITIES AND MEMBER’S EQUITY

ShOIt-termn DOIIOWIINEZS .ovvvivterivesviscmsiesiecascrtssts e bbbt bbb bbb bbb
Collateralized short-term financings:
Securities sold under agreements to rePUrChase....o..oociieciieviciiieiie s
SeCUIIHES J0ANEM ooriuiieerieeeri et ettt ettt et
Payables:
CUSEOMELS. c. v vrierecernererreemsearirnee s s st s s e s as s b etae s e s era s ea e s Rt obe et et eaet R et bt ea bbbt b e ntsens
Brokers, dealers and Other ... ettt e bbbt st st s ese s
Financial instruments sold not yet purchased:
U.S. government and aZEMACIES ..ottt bbb s
COLPOLate deblu.. i e
EUQUILIES wovvivvviirciecmcascs st st bbb bbb Rt

Obligation to return securities received as collateral ...

Accounts payable and aCCrued eXPENSES ..ot
Other HabIliHes . ..oviieiic et o et
Subordinated DOILOWINES ..vv.vvriviisirir st bbbt st

TOtAl HaDIIHES o isveieieieti ettt e et ettt se e eaebesbes et e et e sren st seensebrasasssassasasensasansessnsennrsestesbensss
Member’s Equity:
MemMDEI’S CONTEIUIONS c1eitiviiiieeeieeeeies e traeere et ebi st b e e ere et ste st ee e ebesbata et e boss b bessatessoseessasantansessssesressons
ACCUMUIALET @AMINGS.....vovvveirerrieeeitc ettt bbb st bs b
Accumulated other cOmMPrehensive 1088 et s

Total MEMDBEL’S EQUILY ..vuuvvveiiiiericeretere sttt ettt s sss e

Total liabilities and MeMDbEL’S @QUITY....cvcrveminiiirrieintrriesis et sttt et b

See accompanying notes to the consolidated statement of financial condition.

16,312

97,661
47231

6,647
9,535

18,516
2,830
3,760

982
77
4,980
2,990
2,750

5,075

219,346



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, 2004

1. Organization and Description of Business

Credit Suisse First Boston LLC (the “Company”) is a wholly owned subsidiary of Credit Suisse First
Boston (USA), Inc. (the “Parent Company” or “CSFB (USA)”), and an indirect wholly owned subsidiary of
Credit Suisse First Boston, Inc. (“CSFBI”), whose ultimate parent is Credit Suisse Group (“CSG”).

The consolidated statement of financial condition includes the accounts of Credit Suisse First Boston
L1C and its wholly owned subsidiary, Special Situations Holdings, Inc. — Westbridge (“Westbridge) as well
as a variable interest entity (“VIE”) that was consolidated beginning 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,” (“FIN 46”) an Interpretation of Accounting Research Bulletin
No. 51, “Consolidated Financial Statements.” See Note 5 for mote information regarding the Company’s
consolidation of VIEs.

The Company, as 2 U.S. registered broker-dealer, provides a variety of capital raising, market making,
advisory and brokerage services for its government, financial institution, high-net-worth individuals and
corporate clients and affiliates. Itis also a primary dealer in U.S. government securities and an underwriter,
placement agent and dealer for money market instruments, commercial paper, mortgage and other asset-
backed securities, as well as a range of debt, equity and other convertible securities of corporations and other
issuers. The Company also executes trading strategies for its own account using debt, equity and related
derivatives instruments.

The December 31, 2003 Member’s Equity numbers have been restated to reflect the transfer by
CSFBI of the high-net-worth business of Credit Suisse Asset Management, LLC (“CSAM”), a wholly owned
subsidiary of CSFBI, to the Company as a capital contribution of $221 million on March 31, 2004. The
transfer of this business was accounted for at historical cost in a manner similar to pooling-of-interest
accounting because CSAM and the Company were under the common control of CSFBI at the time of
transfer. The transferred assets of this business consist principally of goodwill and intangible assets relating
primarily to CSAM’s acquisition of Warburg Pincus Asset Management in 1999.

2.  Summary of Significant Accounting Policies

Basis of financial information. To prepare the consolidated statement of financial condition in
accordance with accounting principles generally accepted in the United States of America, management must
make 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 materially from these estimates. All material intercompany balances and
transactions have been eliminated.

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

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




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, 2004

2. Summary of Significant Accounting Policies (Continued)

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 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, “Offsetting of Amounts Relating to Certain Repurchase and Reverse
Repurchase Agreements,” are satisfied.

Securities borrowed and securities 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. For securities loaned, the Company receives cash or other collateral from the borrower
generally in excess of the market value of securities loaned. Interest on such transactions is accrued and is
included in the consolidated statement of financial condition in receivables from and payables to brokers,
dealers and other. The Company monitors the market value of securities borrowed and loaned daily and
obtains or refunds collateral as necessary.

Receivables from customers/Payables to customers. Receivables from and payables to customers include
amounts due on regular way securities transactions, margin transactions and commodities futures. Securities
owned by customers, including those that collateralize margin or similar transactions are not reflected in the
consolidated statement of financial condition.

Receivables from brokers, dealers and other/ Payables to brokers, dealers and other. Receivables from brokers,
dealers and other include amounts receivable for securities not delivered by the Company to a purchaser by
the settlement date ("fails to deliver"), accrued dividends and interest and omnibus receivables. Payables to
brokers, dealers and other include amounts payable for securities not received by the Company from a seller
by the settlement date ("fails to receive") and accrued dividends and interest. In addition, the net receivable

or payable arising from unsettled regular-way trades is included in receivables from brokers, dealers and other
or payables to brokers, dealers and other.

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

The determination of fair value is fundamental to the Company’s financial condition and results of
operations and, in certain circumstances, requires management to make complex judgments. Fair value 1s
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 1s based on either internal valuation models or management’s estimate of amounts that could be
realized under current market conditions. 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.



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, 2004

2. Summary of Significant Accounting Policies (Continued)

Derivatives contracts.  All derivatives contracts are carried at fair value. See Note 6 for more
information.

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

Goodwill and identifiable intangible assets. Goodwill represents the amount by which the purchase price
exceeds the fair value of the net tangible and intangible assets of an acquired company on the date of
acquisition. Goodwill is reviewed annually for impairment. Based on the results of the Company’s annual
review it was determined that no impaitment charge was required. Intangible assets that do not have
indefinite lives, principally software and customer lists, are amortized over their useful lives and reviewed for
impairment. Intangible assets are included in other assets in the consolidated statement of financial condition.
See Note 7 for more information.

Consolidation of VIEs. In January 2003, the FASB issued FIN 46, which requires the Company to
consolidate all VIEs for which it is the primary beneficiary, defined as the entity that will absorb a majority of
expected losses, receive a majority of the expected residual returns, or both. In December 2003, the FASB
modified FIN 46, through the issuance of FIN 46R, to address various implementation issues that had arisen
since the issuance of FIN 46 and to provide companies the option to defer the adoption of FIN 46 for
certain VIEs to periods ending after March 15, 2004. As of December 31, 2003, the Company consolidated
one VIE under FIN 46 for which it is the primary beneficiary, which related to its collateralized debt
obligation (“CDQO”) activities. See Note 5 for more information.

Share-based Compensation. 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. Under the prospective method, the Company recognizes compensation expense over the vesting
period for all share option and share awards granted or modified under the Credit Suisse Group International
Share Plan (“the Plan”) for services provided after January 1, 2003.

Share option awards granted in or before January 2003, if not subsequently modified, continue to be
accounted for under the recognition and measurement provisions of Accounting Principles Board (“APB”)
Opinion No. 25, “Accounting for Stock Issued to Employees™ (“APB 25”), and no compensation expense
has been or will be recognized for those option awards, which had no intrinsic value on the date of grant.
Share awards with no vesting requirements granted in ot before January 2003 for services provided in prior
years were expensed during the year the services were provided. For share awards granted with vesting
requirements, compensation expense is recognized over the vesting period.

Deferred taxes. The Company uses the asset and liability method in providing for income taxes which
requires that deferred income taxes be recorded and adjusted for the future tax consequences of events that
have been recognized in the statement of financial condition or tax returns, 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 16 for more information.

New Accounting Pronouncements

In May 2004, the FASB issued FASB Staff Position (“FSP”) 106-2, “Accounting and Disclosure
Requirements Related to the Medicare Prescription Drug, Improvement and Modernization Act of 2003”

5



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, 2004

2.  Summary of Significant Accounting Policies (Continued)

(“Medicare Act”) which supersedes FSP 106-1 issued in January 2004 with the same title (“FSP 106-2). FSP
106-2 provides guidance on the accounting for the Medicare Act and is effective for the first interim or
annual period beginning after June 15, 2004. 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 “actuarially equivalent™ to the Medicare benefit. The Company
adopted FSP 106-2 on July 1, 2004 and has determined that its retiree health-care plans provide a benefit that
is “actuarially equivalent” to the Medicare benefit. The effect of adopting FSP 106-2 did not have a material
impact on the Company’s financial position. See Note 15 for more information.

In December 2004, the FASB issued SFAS No. 123 (Revised 2004), “Share-Based Payment” (“SFAS
123R”). SFAS 123R is effective for interim or annual reporting petiods beginning after June 15, 2005. The
Company had previously adopted the recognition provisions of SFAS 123. Under SFAS 123R, a company
that has previously adopted the recognition provisions of SFAS 123 must adopt the revised standard using
the modified prospective method, and may also choose to apply the modified retrospective method to prior
reporting periods. The Company has chosen to adopt early the new standard as of January 1, 2005, using the
modified prospective method.

The most significant accounting implications of the adoption of SFAS 123R for the Company are as
follows: (1) Inclusion of forfeitures in the estimate of compensation expense determined at the grant date
rather than as they occur. The Company will record a cumulative adjustment on January 1, 2005 to reverse
the expense previously recognized on all outstanding unvested awards that are not expected to vest. For new
grants after January 1, 2005, forfeitures will be included in the initial estimation of the compensation expense
at the grant date; (if) Recognition of compensation cost for all outstanding unvested awards as of January 1,
2005 that were previously accounted for under APB 25 and for which no expense was previously recognized,
based on the original grant-date fair value of each award over the remaining requisite service period of the
respective award; (1) Adoption of changes to the presentation of the statement of cash flows in accordance
with the revised standard. The Company is evaluating the impact of adopting SFAS 123R and it is not
expected to have a material impact on the Company's financial position.

In December 2004, the FASB released FSP 109-1, “Application of FASB Statement No. 109,
Accounting for Income Taxes, to the Tax Deduction on Qualified Production Activities Provided by the
American Jobs Creation Act of 2004 (“FSP 109-1”) and FSP 109-2, “Accounting and Disclosure Guidance
for the Foreign Earnings Repatriation Provision within the American Jobs Creation Act of 2004 (“FSP 109-
2”7}, The requirements of FSP 109-1 and 109-2 became effective on December 21, 2004 and did not have an
impact on the Company’s financial position.

3. Related Party Transactions

The Company is involved in significant financing and other transactions, and has significant related
party balances, with Credit Suisse First Boston, a Swiss bank subsidiary of CSG and an indirect parent of the
Company, and certain of its subsidiaries and affiliates. The Company generally 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.



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, 2004

3. Related Party Transactions (Continued)

The following table sets forth the Company’s related party assets and liabilities as of December 31,

2004
(In millions)
ASSETS

Securities purchased under agreements to resell......omiiiiiriiiin e, 3 6,888
SECULIHES DOLTOWE ..ttt ettt st e es st s b eeb e s bt b ae st ben b s e 2,656
Receivables frOm CUSTOMETS ...ttt sttt sttt ens st ebes 41
Receivables from brokers, dealers and Other.....ociccncireeeeceeee e ene, 565
DDELIVALIVES COMIEATES 1uvviuruiuririreeieeieetsemrertas st sesest e bt e bbbt an st bbb ne bttt st 37
Net defetred tAX ASSEt ittt sttt ettt ettt et st e s ate s st se e s e et ben s e 753
Loans receivable from parent and affiliates ..., 285

TOTAL ASSELS c.vvrvvrrrrieiriererretrrere ettt e b et e s e na e ses e sessasentssreb et besebasatassnseaessdesnsssasnassnssssassnres $ 11,225

LIABILITIES

ShOLt-teff DOITOWINZS ...cvviiviiviiiie st as bbbttt $ 16,229
Securities sold under agreements to fePULChASE.....ovviviieirevieiecit e e 11,570
SECULIHES L0ANE ittt st st sttt s asa s er et bbbt pasnee st 36,138
Payables 0 CUSIOMIELS w..ouuvuuiiiiirriseriies s bbb it 1,055
Payables to brokers, dealers and Other ... 1,295
DELIVALIVES COMILACTTS weuvrvruirurrierrecrsrreeetentrrrsisceteeesresraesrarasessesesesaesssasssseressosessstsarsanmnerseneasssernsrssasseses 40
Obligation to return securities received as collateral.....coviiiiiniiiieicc e, 1,252
Taxes payable (included in Other Habilities) ......cocvieiiciiminricicisnr e, 1,020
Intercompany payables (included in Other Habilities) ..o 1,066
Subordinated DOILOWINGS. ..u.cverieiisisisiitr st ssb bbb b 5,075

TOtAl HADIITIES ovveveviereeerrire st resst et ere i s sttt e sttt st s st bsaesnb s bbbt ) 74,740

The Company sold at cost to CSFBI, the right, title and interest in certain assets with an aggregate
value of $316 million, as of December 31, 2004.

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 securites from or to such directors, officers and employees and members of their immediate families.

The Credit Suisse Group International Share Plan provides for the grant of equity-based awards to
Company employees based on CSG shares pursuant to which employees of the Company may be granted, as
compensation, shares or other equity-based awards as compensation for services performed. CSFBI
purchases shares from CSG to satisfy these awards, but CSFBI does not require reimbursement from the
Company, therefore, amounts are considered a capital contribution to the Company and credited to paid-in-
capital.

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 10 for more information.



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, 2004

4. Receivables from/Payables to brokers, dealers and other

Amounts receivable from and payable to brokers, dealers and other at December 31, 2004, consist of
the following:

Receivables Payables

(In millions)

Unsettled regular-way securities trades ..o $ — § 3,664
Securities sold not delivered/purchased not received........ccumcrerrinsiironens 6,201 5,105
Omnibus reCeIVADIES.....iiiieiericcee e et 625 —
Receivables from clearing organizations.....c...ooevrerierrivsciessessssesinsesncens 2,770 —
Payables to clearing Organizations ... esesesisin: — 45
Accrued dividends and INEELESt.....cciiieeeieirisisieeresestereesisies s esaesssssseseanses 615 610
OTNEL ottt ettt et et aase e b r e s et b e s s st eea e bt a s p b e s e Rt enares 380 111

Ol vttt bttt bbbt sb s e b s e ba e b bt $ 10,591 § 9,535

The Company clears certain of its proprietary and customer transactions through other broker-
dealers on a fully disclosed basis. The amounts receivable from/payable to the clearing organizations relate to
unsettled trades and are collateralized by securities owned by the Company. See Note 5 for more information.

5. Transfers of Financial Assets

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 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.

As of December 31, 2004, the fair value of assets that the Company pledged to counterparties was
$189.8 billion, of which $39.1 billion was included in financial instruments owned in the consolidated
statement of financial 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,
2004, the fair value of the assets pledged to the Company was $178.4 billion of which §178.2 billion has been
sold or re-pledged.

Variable Interest Entities

The Company has variable interests in several 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 statement of financial condition.

The Company has consolidated one CDO VIE for which it is the primary beneficiary. As of
December 31, 2004, the Company recorded $291 million, the carrying amount of the consolidated assets of
this CDO VIE that were collateral for the VIE obligations. The beneficial interests of this consolidated
CDO VIE are payable solely from the cash flows of the related collateral, and the creditors of this VIE do
not have recourse to the Company in the event of default.
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Notes to Consolidated Statement of Financial Condition (Continued)

December 31, 2004

5.  Transfers of Financial Assets (Continued)

The Company retains signiﬁcant debt and equity interests in open CDO VIEs that are not
consolidated because the Company is not the primary beneﬁcmry The total assets in these CDO VIEs as of
December 31, 2004 were $4.5 billion. The Company’s maximum exposure to loss as of December 31, 2004
was $62 million, which was the amount of its retained interests, carried at fair value, in financial instruments
owned.

Securitization Activities

The Company securitizes residential mortgage-backed securities, agency mortgage-backed securities
and asset-backed securities. The Company may retain interests in these securitized assets in connection with
its underwriting and market-making activities. The Company’s exposure in its securitization activities is
limited to its retained interests. Retained interests in securitized financial assets are included at fair value in
financial instruments owned in the consolidated statement of financial condition. The fair values of retained
interests are determined using present value of estimated future cash flows valuation techniques that
incorporate assumptions that market participants customarily use in their estimates of values. As of
December 31, 2004, the fair value of the interests retained by the Company was $1.0 billion.

Key economic assumptions used in measuring at the date of securitization the fair value of the
retained interests resulting from securitizations completed during the year ended December 31, 2004 were as
follows:

Residential
mortgage-backed
and agency Other
mortgage-backed asset-backed
securities securities
Weighted-average life (in years) ...cccoveverinininiiiieseessen. 3.2 1.9
Prepayment speed assumption (“PSA”) 187%
(in rate per annUM)D oo to 370% 500%
Cash flow discount rate (in rate per annUM)®@ ....vviviieeniereieeciicriennen 2.8-39.5% 11.1-15.1%
Expected credit losses (in rate per annum) .....oeerenssiseresssieniseneenens 5.5% 8.1%

The following table sets forth the fair value of retained interests from securitizations as of December
31, 2004, key economic assumptions used to determine the fair value and the sensitivity of the fair value to
immediate adverse changes in those assumptions:

Residential
mortgage-backed Other
and agency mortgage- asset-backed
backed securities securities
(Dollars in millions)
Carrying amount/ fair value of retained Mterests ......oveevnniiincercenes $ 959 § 28
Weighted-average life (In years) .....ccovminriniinciiecisininsss e, 3.3 1.6
PSA (in rate per annum)D... s 263% to 2,381% 583%
Impact on fair value of 10% adverse change .......c.ovneinneiinninee $ (2 —
Impact on fair value of 20% adverse change ........cccccovriinnirrnnnee. $ (3) —

Cash flow discount rate (in rate per annumM)@ .......ccoccvvrvermiviecrnieniienns 4.9% 13.5%
Impact on fair value of 10% adverse change ..o, (13) § (1)
Impact on fair value of 20% adverse change ......ccoovvcveveciicnninn, (26) § 2)

Expected credit losses (in rate per annumy creriveersssissssensisiserisens 1.2% 9.3%
Impact on fair value of 10% adverse change .....ccccovveeovercrrnnnene. ) $ 1)
Impact on fair value of 20% adverse change ..., 4 3 1)

5 O

5 o5
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(A wholly owned subsidiary of Credit Suisse First Boston (USA), Inc.)
Notes to Consolidated Statement of Financial Condition (Continued)
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5.  Transfers of Financial Assets (Continued)

M PSA is an industry standard prepayment speed metric used for projecting prepayments over the life of a residential
mortgage loan. PSA utilizes the Constant Prepayment Rate (“CPR”) assumptions. A 100% prepayment assumption assumes
a prepayment rate of 0.2% per annum of the outstanding principal balance of mortgage loans in the first month. This
increases by 0.2% thereafter during the term of the mortgage loan, leveling off to a CPR of 6.0% per annum beginning in
the thirtieth month and each month thereafter during the term of the mortgage loan. 100% PSA equals 6 CPR.

) The rate is based on the weighted average yield on the retained interest.

These sensitivities are hypothetical and do not reflect the benefits of hedging activities and therefore
should be used with caution. Changes in fair value based on a 10% or 20% variation in assumptions generally
cannot be extrapolated because the relationship of the change in assumption to the change in fair value may
not be linear. Also, the effect of a variation in a particular assumption on the fair value of the retained
interests is calculated without changing any other assumption. In practice, changes in one assumption may
result in changes in other assumptions (for example, increases in market interest rates may result in lower
prepayments and increased credit losses), which may magnify or counteract the sensitivities.

6. 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. Derivatives are carried at fair value.

Options

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 petform. 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 OTC option contracts are reviewed to determine whether they are creditworthy.

Forwards and Futures

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, and purchases and sells forward
contracts primarily for U.S. Government and agencies, corporate debt, 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 reliability of the counterparty, the Company is
exposed to credit risk. To mitigate this credit risk, the Company limits transactions with specific
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6. Derivatives Contracts (Continued)

counterparties, reviews credit limits, requires certain customers and counterparties to maintain margin
collateral 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 or exchange 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, which is recorded in receivables (payables) from
(to) brokers, dealers and other in the consolidated statement of financial condition.

Swaps

The Company’s swap agreements consist primarily of interest rate, equity and credit default swaps.
Interest rate swaps are contractual agreements to exchange interest rate payments based on agreed notional
amounts and maturity. Equity swaps are contractual agreements to receive the appreciation or depreciation in
value based on a specific strike price on an equity instrument in exchange for paying another rate, which is
usually based on index or interest rate movements. Credit default swaps are contractual agreements in which
one counterparty pays a periodic fee in return for a contingent payment by the other counterparty following a
credit event of a reference entity. A credit event 1s commonly defined as bankruptcy, insolvency, receivership,
material adverse restructuring of debt, or failure to meet payment obligations when due. Swaps are reported
at fair value.

Quantitative Disclosures for All Derivatives

The fair values of all derivatives contracts outstanding as of December 31, 2004 were as follows:

Assets Liabilities
(In millions)
OPHOMS oottt s bbb sba bRt $ 728 $ 621
FOrward COMILACTES ..ot seeeecres st st ettt rs et sssss s sesesseressnensnens 443 345
SWAPS ottt et 1 16
IOttt bbb et er et esras b ererenrenes $ 1,172 § 982

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.

7. Goodwill and Identifiable Intangible Assets

As of December 31, 2004, the Company had $447 million of goodwill. The reported goodwill
includes $194 million related to the tpansfer by CSFBI of the high-net-worth business of CSAM on March 31,
2004. See Note 1 for more information on the transfer.

As of December 31, 2004, the Company had net identifiable intangible assets of $9 million, which are
included in other assets and deferred amounts in the consolidated statement of financial condition.
Identifiable intangible assets consist primarily of internally developed software, trademarks and customer lists,

which are amortized over useful lives ranging from three to 21 years. The reported intangible assets include
$8 million related to the transfer by CSFBI of the high net worth business.

11
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8. Subordinated Borrowings

As of December 31, 2004, the Company’s outstanding subordinated borrowings were as follows:

Revolving Subordinated Debt Agreements: (In millions)
Due April 30, 20T 1o s $ 3,575
Equity Subordination Agreements:
Due April 30, 20T T oot sccre e st et cnee s 1,500
Total subordinated DOITOWINGS ..ucvvvveiiereiereet st $ 5,075

The Company has a $4.0 billion revolving subordinated debt agreement with the Parent Company
that matures on April 30, 2011. The Company has a $1.5 billion equity subordinated 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, 2004 was
2.28%.

The borrowings under these agreements qualify as regulatory capital and the agreements include all
statutory restrictions specified by the Uniform Net Capital Rule 15¢3-1, under the 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.

As of December 31, 2004, the Company maintained with third parties four 364-day committed
secured revolving credit facilities totaling $1.5 billion, with two facilities totaling $450 million maturing in
February 2005, one facility for $500 million maturing in July 2005 and one facility for $500 million maturing
in November 2005. These facilities require the Company to pledge unencumbered marketable securities to
secure any borrowings. Borrowings under each facility would bear interest at short-term rates related to
either the federal funds rate or LIBOR and can be used for general corporate purposes. The facilities contain
customary covenants that the Company believes will not impair its ability to obtain funding. As of December
31, 2004, no borrowings were outstanding under any of the facilites.

9, Leases and Commitments

The Company had no capital lease or purchase obligations as of December 31, 2004. For
information about certain of the Company’s additional commitments, see Note 10.

The following table sets forth the Company’s minimum operating lease commitments as of
December 31, 2004:

(In millions)

2005 ettt ettt e s et s sttt Re e he s e st e R e r R s s re R easaR e Re s eR e et ente R e bessebet e beteshe b essenernereereans $ 64
20006 ettt ettt bbb bt b b At a bt a b e s e AR R At e e e e snasaeatassen s et erereaenetsnaens 59
2007 ettt et r et e et et et e et e et et eateaeetea b et e et teeen et e et s e ae e et eeheeeesnat et eteshentsasteisaseae e arens 55
2008 ...ttt ettt e et e R e A e ek et e s b st s Ata s e A s ebe b eabaraetesbaraeabeRt et shererae s eareseesenseranas 50
2009 ottt st ae ettt b et sr ettt et bttt bs s s s bt ens as ARtk et se st enseseashes et et sesetsesteretetesstane 49
R @A T oottt et e sttt r e etsenser e e s et e e e e e enaeeneen st s e nee st esnesnsaneereeateatens 333

TOAI{T) oo b R $ 610
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9. Leases and Commitments (Continued)

M . Includes contractual obligations related to certain information technology, equipment leases and software licenses of
$6 million and excludes sublease revenue of $17 million and executory costs such as insurance, maintenance and taxes of
$150 million.

The following table sets forth certain of the Company’s long-term commitments, including the current
portion as of December 31, 2004:
Commitment Expiration Per Period

Less than 1 1-3 4.5 Over Total
year years years 5 years commitments

(In millions)

Standby resale agreements (1) ............. $ — 9 25 § - $ — 3 25

Forward agreements (2)....c.ccoonininninns 7,437 — — - 7,437
Total commitments.......cccoivvecrevnnnne $ 7,437 % 25 § — $ — 3 7,462

1) In the ordinary course of business, the Company maintains certain standby resale agreement facilities that commit the

Company to enter into securities purchased under agreements to resell with customers at current market rates.

2 Represents commitments to enter into forward securities purchased under agreements to resell and forward agreements to
borrow securities.

The Company has access to standby letters of credit of $1.5 billion as of December 31, 2004. The
Company used $57 million in outstanding standby letters of credit as of December 31, 2004, in order to
satisfy counterparty collateral requirements.

10. 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, including its ongoing obligation to stand ready to
perform over the term of the guarantee in the event that certain events or conditions occur. With certain
exceptions, these 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, or the Company may have an indirect guarantee of the
indebtedness of others, 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.

In addition, FIN 45 covers certain indemnification agreements that contingently require the
Company to make payments to the indemnified party based on changes related to an asset, liability or equity
security of the indemnified party, such as an adverse judgment in a lawsuit or the imposition of additional
taxes due to either a change in the tax law or an adverse interpretation of the tax law.

13
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10. Guarantees (Continued)

The following table sets forth the maximum quantifiable contingent liability and carrying amount
associated with guarantees covered by FIN 45 as of December 31, 2004 by maturity:

Guarantee of Commitment

Expiration Per Period
Less than 1 1.3 4-5 Over 5 Total Carrying
year years years years guarantees amount
(In millions)
Detivatives....cceeeevreveennene § 1,821 § 40 3 67 § 146 § 2,074 § 26
Total guarantees ............ $ 1,821 § 40 % 67 % 146 § 2074 § 26
Derivatives

In the ordinary course of business, the Company enters into OTC contracts that meet the definition
of a guarantee under FIN 45. 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.

FIN 45 does not require disclosures about derivatives instruments if they can be cash settled and the
Company has no basis to conclude that it is probable that the counterparties held the underlying instruments
related to the derivatives instrument at the inception of the contract. Derivatives meeting both of these
criteria are not disclosed in the above table.

As of December 31, 2004, the Company recorded $26 million in detivatives that met the definition
of a guarantee under FIN 45. These are reflected as derivatives contracts in the consolidated statement of
financial condition. The maximum gross contingent liability, excluding any potential offset from hedging
activities related to these contracts, was $2.1 billion, of which $16 million was with CSG affiliates. These
amounts were determined by using notional values and represent the obligations of the Company in the event
that all the underlying financial instruments are worthless, the likelihood of which the Company believes is
remote. For more information on derivatives, see Note 6.

Other Guarantees

The Company has certain guarantees for which its maximum contingent liability cannot be
quantified. These guarantees are not reflected in the table above and are discussed below.

Eechange and Clearinghonse Memberships
The Company is a member of numerous securities exchanges and clearinghouses, and may, as a
result of its membership 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.
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11. Concentrations of Credit Risk

As a securities broker and dealer, the Company is engaged in various securities trading and brokerage
activities servicing a diverse group of domestic and foreign corporations, governments 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, U.S. agencies, 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. As of December 31, 2004, the Company did
not have any significant concentrations of credit risk.

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 risks 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.

12. 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”) and the Commodities Futures
Trading Commission (“CFTC”). Under the alternative method permitted by SEC Rule 15¢3-1, the required
net capital may not be less than the greater of two percent of aggregate debit balances arising from customer
transactions or 4 percent of the funds required to be segregated pursuant to the Commodity Exchange Act
less the market value of certain commodity options, all as defined. Under CFTC Regulation 1.17, the
required minimum net capital requirement is 8% of the total risk margin requirement (as defined) for all
positions carried in customer accounts plus 4% of the total risk margin requirement (as defined) for all
positions carried in non-customer accounts. At December 31, 2004, the CFTC’s minimum net capital
requirement was greater than the SEC’s minimum net capital requirement. As of December 31, 2004, the
Company’s net capital of approximately $3.2 billion was 60.5% of aggregate debit balances and in excess of
the CFTC’s minimum requirement by approximately $3.0 billion.

13. 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, 2004, cash
and securities aggregating $3.1 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, 2004,
the Company segregated securities aggregating $1.5 billion on behalf of introducing broker-dealers.
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13. Cash and Securities Segregated Under Federal and Other Regulations (Continued)

In addition, the Company segregated U.S. Treasury securities with a market value of $4.4 billion as of
December 31, 2004 in a special reserve bank account exclusively for the benefit of customers as required by
rule 15¢3-3 of the Exchange Act.

14. Share-Based Compensation

The Company participates in the Plan sponsored by CSG. The Plan provides for share option and
share awards to be granted to certain employees based on the fair market value of CSG shares at the time of

grant.

In August 2003, the Company adopted the fair value recognition provisions of SFAS 123 to account
for its share-based compensation with an effective date of January 1, 2003. For additional information, see
Note 2.

Share Awards

In September 2003, the Company amended the Plan and introduced three-year vesting for share
awards, which is effective for all grants made in January 2004. For share awards with future service
requirements, compensation expense is recognized over the service period, which ranges from one to five
years. For additional information, see Note 2.

The following table reflects the number of shares granted as share awards under the Plan and their
weighted-average fair value at the grant date during 2004:
2004
Shares granted (In MillIONS) vt s s, 21
Weighted-average fair value at grant date ..y $ 37.24

The number of share awards outstanding as of December 31, 2004 was 46 million.

Share Option Awards

In September 2003, the Company also amended the Plan and introduced three-year vesting for share
option awards effective January 1, 2004. For share option awards granted after January 2003 with future
service requirements, compensation expense is recognized over the service period, which ranges from two to
four years. These awards expire ten years from the grant date.

Share option awards issued prior to January 2003 for service provided in prior years were accounted
for under the provisions of APB 25, therefore no compensation expense was recognized for these awards.
These share option awards have a service period of one to four years and expire from seven to ten years from

the grant date.
The number of share option awards outstanding as of December 31, 2004 was 23 million. The

number of share option awards exercisable as of December 31, 2004 was 16 million. The Company did not
grant any share option awards during 2004.
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15. Employee Benefit Plans

The Company provides retirement and postretirement benefits to its U.S. and certain non-U.S.
employees through participation in defined benefit and defined contribution pension plans and other plans.
The Company’s measurement date is September 30 for its pension and other postretirement benefit plans.

Pension Plans

The Company participates in a non-contributory defined benefit pension plan (the “Qualified Plan™)
available to individuals employed before January 1, 2000. Effective January 1, 2004, compensation and
credited service for benefit purposes were frozen for certain participants. Employees who no longer accrue
benefits in the Qualified Plan, participate in a savings and retirement plan similar to employees hired on or
after January 1, 2000.

Contributions to the Qualified Plan are made as required by the Internal Revenue Code and
applicable law but not in excess of the amounts deductible by the Company for income tax purposes.

The Company also sponsors a savings and retirement plan, which is a defined contribution plan, with
both a savings and a retirement component. All employees are eligible to participate in the savings
component whereby the Company matches employee contributions. In addition, individuals employed
before January 1, 2000 who do not accrue benefits under the Qualified Plan and employees hired on or after
January 1, 2000 participate in the retirement component and receive a retirement contribution that is linked to
the return on equity of the Credit Suisse First Boston business unit.

The Company also provides a non-contributory, non-qualified, unfunded plan (the “Supplemental
Plan”), which provides benefits to certain senior employees and 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.

Other Postretirement Plans

In addition, the Company provides certain subsidized unfunded health-care benefits for eligible
retired employees (the “Other Plans”). Employees hired prior to July 1, 1988 become eligible for these
benefits if they meet minimum age and service requirements. The plan sponsor has the right to modify or
terminate these benefits. As of December 31, 2004, the aggregate accumulated postretirement benefit
obligation was §62 million.
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15. Employee Benefit Plans (Continued)
Benefit Obligation and Plan Assets

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, 2004

Supplemental and
Qualified Other
(In millions)

Change in Benefit Obligation

Projected benefit obligation as of beginning of period......cccovrreruncne, $ 575 § 104
SEEVICE COSE..emmvunimnriminiriericesesessitsss st st sesss s sss s srens 19 3
TELLELEST COSE vervurermimmiurarnesiaeeenttersereerieessassisesasetsessesseescssasnesessscsssisssrossosseen 33 6
Participant contribUtioNS ... et — 1
AMENAMEILS oot s 2 —
Actuarial (gain)/108S ..vueivuieccriicrisei s D) 8
Benefits paid ... e (17) 5)
CUrtallmentS. ..o et e (15) —
Adoption of FSP 106-2.........coviiiiic i, — (11)
Projected benefit obligation as of the end of period........everervennnna, $ 590 $ 106
Change in Plan Assets

Fair value of assets as of the beginning of period.......ccccoeuvrririnrininnne. 3 385 § —
Actual return on plan assets .. 37 —
Participant contributons ..., - 1
Employer conttibUtionS ..t 220 4
Benefits paid....cciiiininic . (17 (5)
Fair value of assets as of the end of period ..o, $ 625 § —
Funded Status

Funded status —funded (underfunded).....c.ccocevremmerceninineniencniienenn, $ 35 § (106)
Unrecognized transition Oblgation......ceeiveriseniessniiienisenisesieseenen. 4 1
Unrecognized net actuarial oSS .....ocevvrvnriniesinnsiseissisnsisiennea, 239 28
Net amount reCOgRIZEd ... e risenan $ 278 § 77

As of December 31, 2004, the Company had recognized a prepaid benefit cost of $278 million
relating to the Qualified Plan and a liability of $77 million for the Supplemental and Other Plans in the
consolidated statement of financial condition.

The Company had a fully funded accumulated benefit obligation in the Qualified Plan as of the
valuation date in 2004 and reversed the minimum pension liability adjustments applicable to the Qualified
Plan recorded in prior years resulting in an increase in member’s equity of $150 million, net of income taxes.

The accumulated benefit obligation for the Qualified Plan was $564 million as of September 30,

2004. The accumulated benefit obligation for the Supplemental Plans was $41 million as of September 30,
2004.
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15. Employee Benefit Plans (Continued)
Estimated Future Benefit Payments

The estimated future benefit payments expected to be made by the Qualified, Supplemental and
Other plans are as follows:
Supplemental and

Qualified Other
(In millions)
2005 et et b e st s be s ehe e ab e s aarae e taenba e b e bearsaebeae, $ 8 % 4
20006 ottt ettt et e et s a et e s ebeseasebensanebene: 9 4
2007 oottt es et et as e e bt e e ts et e st e s heabe e sasabesteesiestenseernne, 10 5
2008 et e et s te e e s e resaeebe et er ke sbesrsens 11 5
2009 ettt ara st r e ettt es s s e et b eeensae st ennaeternaens 14 5
Years 2000-20T4 ..ottt e st ne s s st bees 110 32

Assumptions Used in Determining Obligations

The assumptions used in determining the projected benefit obligation for the Qualified and
Supplemental plans and the projected health-care postretirement benefit obligation for the Other Plans as of
September 30, 2004 were:

Projected benefit obligation

DD IS COUNE TATE . eeteieietiiii et ce st ertraee e s e e aeee e e et e s s b earsssassasssesessenseesessstessestesbesseaseasseesbebessssannentens 6.00%
Rate of COMPENSALON MNCLEASE....cvuvvimrscrtrinisniti st st e 3.75%
Projected health-care postretirement benefit obligation

D ISCOUNE TALC..cuecvievieieeietereee et st et evetsbessssteeeess et eseesestaseebssbsss st ebese st asse st sriasessabesbesssasesssrennassssensensensens 6.00%
Rate of COMPENSALON INCLEASE...vvurirrrsrisriinrienissrisssiesssnis st s s 5.50%

In determining the accumulated postretirement health-care benefit obligation for 2004, the Company
assumed the following:

Health-care rate increases
2004 .ottt ettt ettt st e a et bttt R bbb srete s s r st e b et et e bt atsshene senassaberssessaen NA
2005 ittt st st bbb AR bt E e bbb bt et e s be st s ebene sheRen s b etean et etens 8.00%
Ultimate trend rate increase 4.75%
Ultimate trend expected to be achieved 2010

Investments

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. The investment goal is to create an asset mix that is adequate for future benefit obligations by
creating a diversified investment portfolio, while managing various risk factors and maximizing the Qualified
Plan's investment returns through use of related party and external fund managers and clearly defined
strategies. Senior management regularly monitors actual allocation compared to the policy. The current asset
allocation goal is to achieve an asset mix of approximately 35% in domestic equities; 20% in international
equities; 24% in fixed income securities, including 0% to 20% 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
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15. Employee Benefit Plans (Continued)

made as required by the Internal Revenue Code and applicable law but not in excess of the amounts
deductible by the Company for income tax purposes.

The following table presents the percentage of the fair value of the Qualified Plan assets as of
September 30, 2004 by type of asset:

Qualified
Asset Allocation:
EQUILY SECULIHES covocvvcirii ittt sb b b ba bttt e bn s a b 43%
Fixed income securities (including high-yield securities).....coo.voerririeriinreiieiiciienisninene. 21
R EStALE .ottt et ea s en st e sn st st eeas 3
CasSh AN OLRET vttt et ir et ssesea s s be st sme st s sse s s sbesins 33
TOLAL ettt ettt bt b r bttt et st b st eb et et are s et b ek et st st nb s b antsara s aet et absbasanentes 100%

16. Deferred Taxes

Deferred tax assets and deferred tax liabilities in the consolidated statement of financial condition are

generated by the following temporary differences as of December 31, 2004:

(In millions)
Deferred tax assets:
INVEOLOLY ottt bbb bRt $ 76
IV S HITIEIIES e v eettietiecte e et st ettt ee et e e e e s e e eraerar e s e ns b s es s s e st e bee s heesbassss st e asaasstasstassesassssassnssessenssennss 31
Other liabilities and accrued expenses, primarily compensation and benefits.........c..co........ 668
State ANA IOCAL LAKES .cviveiireciie et st b et b sn bbb bbb et etn s benenn 22
Total deferred taX ASSELS.civveiiiiiieiicriereeee st rr et et se e e e e bebaere et bansatsabenbeaestensesnesens 797
Deferred tax liabilities:
INVENTOLY ..ottt s e et b 7
T S I IS o1t tetretit ettt se et s et eb st sa s b et st b e s e b e ebeabateetsnbensessaesebenbesbetsetesbensbe s ens 12
BT eeerreeeeereeeeesr s s sesssesseessesreeses e see e e s e e oot essemesres e seet et ereesessemessseaenesrreene s 3
Total deferred tax HabilitIes ...ovivie oottt se s es e eas s es 22
Deferred tax assets net of deferred tax Habilities.......oveeivrereeecciencieeeeere e ee et 775
Valuation allowance for state and 1oCal taAKES.....coivcvviivivrrirrieeeeirieeseeieseeseecreesnsseesessssesseseessaness (22)
INEt dEfEITEA tAX ASSELuiuiririirieeieeirerireteireressrecberesesbosssesesssesserssessraesensrssssessinsessssessssssssonsasnes $ 753

Due to uncertainty concerning the Company’s ability to generate the necessary amount and mix of state
and local taxable income 1n future periods, the Company maintains a valuation allowance against its deferred
state and local tax asset in the amount of $22 million as of December 31, 2004. The valuation allowance for
the year ended December 31, 2004 decreased $4 million from December 31, 2003. The Company has
determined that the realization of the remaining recognized deferred tax assets as of December 31, 2004 is
more likely than not based on anticipated future taxable income. In addition, for federal income tax
purposes, the Company has planning strategies available that enhance its ability to utilize these tax benefits.
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The Company is involved in a number of judicial, regulatory and/or atbitration proceedings
concerning matters arising in connection with the conduct of its businesses. The Company 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 its financial condition but might be material to operating
results for any particular period, depending, in part, upon the operating results for such period.

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, Donaldson, Lufkin & Jenrette Secutities Corporation (“DLJSC”),
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 In
re Public Offering 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 issuer complaints.

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

On July 6, 2001, the issuer plaintiffs filed a consolidated issuer complaint, naming numerous
defendants, including the Company and CSFB (USA), under the caption In re Issuer Plaintiff Initial Public
Offering Fee Antitrust Litigation. On September 28, 2001, the defendants moved to dismiss the consolidated
issuer complaint. On September 25, 2002, the district court denied the defendants’ motion to dismiss and
defendants sought leave to file an 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.
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Litigation Relating to IPO Allocation/Research-trelated Practices

Since January 2001, the Company, an affiliate, and several other investment banks have been named as
defendants in a large number of putative class action complaints filed in the U.S. District Court for the
Southern District of New York concerning IPO allocation practices. On April 19, 2002, the plaintiffs filed
consolidated amended complaints alleging various violations of the federal securities laws resulting from
alleged material omissions and misstatements in registration statements and prospectuses for the IPOs and, in
some cases, follow-on offerings, and with respect to transactions in the aftermarket for those offerings. 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, an affiliate and other defendants moved to dismiss the
consolidated class action complaints. On February 19, 2003, the district court denied the motion as to the
Company, an affiliate and the other defendant investment banks, as well as with respect to certain issuer and
individual defendants. On September 2, 2003, the plaintiffs filed an omnibus motion for class certification in
all of these actions. By agreement among the parties and the district court, six cases were selected as focus
cases for class certification purposes. The underwriter defendants opposed class certification in the six focus
cases on February 24, 2004. On October 13, 2004, the district court issued an order granting in substantial part
plaintiffs' motion for class certification in each of the six focus cases. The district court stated that the order
"is intended to provide strong guidance, if not dispositive effect, to all parties when considering class
certification in the remaining actions.” On October 27, 2004, the underwriter defendants in the six focus cases
filed a petition for review of the class certification order in the U.S. Court of Appeals for the Second Circuit.
That petition remains pending and discovery is proceeding in the case. Separately, in June 2003, the plaintiffs
announced a proposed settlement of their claims against the issuer defendants and the issuers' officers and
directors. In June 2004, the plaintiffs and settling issuer and individual defendants moved for preliminary
approval of the settlement. In an order, dated February 15, 2005, the district court preliminarily approved the
settlement.

Since March 2001, the Company and several other investment banks have been named as defendants
in a number of putative class actions filed with the U.S. District Court for the Southern District of New York,
alleging violations of the federal and state antitrust laws in connection with alleged practices in allocation of
shares in IPOs in which such investment banks were a lead or co-managing underwriter. The amended
complaint in these lawsuits, which have now been consolidated into a single action, alleges that the
underwriter defendants have engaged in an illegal antitrust conspiracy to require 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 securities at a price higher than the
offering price, as a precondition to receiving an allocation. These alleged “de-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. On November 3, 2003, the district court granted
the motion to dismiss and dismissed the action with prejudice as to all defendants. The plaintffs
subsequently appealed that decision to the U.S. Court of Appeals for the Second Circuit. Oral argument on
that appeal was held on December 13, 2004, and a decision remains pending.
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Several putative class action lawsuits have been filed against the Company in the wake of publicity
surrounding the industry-wide governmental and regulatory investigations into research analyst practices and
certain TPO allocation practices. Cases are pending 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., Razorfish, Inc., Lantronix, Inc., Synopsys,
Inc., and Winstar, Inc. 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. The actions relating to AOL
Time Warner Inc., Agilent Technologies, Inc., Razorfish, Inc., Synopsys, Inc., and Winstar, Inc., have all been
separately consolidated in the U.S. District Court for the District of Massachusetts, and motions to dismiss
have been filed in all actions. On July 27, 2004, the Synopsys action was voluntarily dismissed while the
Company's motion to dismiss was pending. The Company's motion in the Winstar action was denied on
August 12, 2004, and the Company's motion in the Razorfish action was denied on September 21, 2004. The
actions relating to Atmel and Lantronix have been stayed pending an appellate ruling in another matter with
issues relevant to these actions.

The Company has been named as a defendant in a class action filed in California state court on
behalf of residents of California who held shares in certain issuers for which the Company had issued
research reports. On March 2, 2004, the Company's motion to dismiss was granted. The plaintiffs have
appealed this decision.

The Company also has filed motions to dismiss in a class action filed in Missouri state court and a
consumer fraud action brought by the West Virginia Attorney General, both relating to analyst research.
Plaintiff in the Missouri action voluntarily dismissed its complaint and refiled a similar action in the U.S.
District Court for the Southern District of New York on September 20, 2004. The Company filed its motion
to dismiss that complaint on January 14, 2005. The Company's motion to dismiss the West Virginia action
was denied on July 23, 2004; however, a controlling question of law was immediately certified to the West
Virginia Supreme Court of Appeals, which accepted the question on January 19, 2005.

Enron-related litigation and inquiries

Numerous actions have been filed against the Company and its affiliates (“the Company”) relating to
Enron Corp. or its affiliates (“Enron”). On April 8,2002, CSFB 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 (Newty, et al. v. Enron, et al. and Tistl, et al. v. Enron, et al). The Newby action was filed by
purchasers of Enron securities and alleges violations of the federal securities laws. A motion by the Company
to dismiss the Newby complaint was denied in December 2002, and the Company has answered the
complaint, denying all liability. On September 30, 2003, the district court granted the Company’s motion to
dismiss the Tzl complaint, which had been filed by Enron employees who participated in various Enron
employee savings plans. On May 14, 2003, the lead plaintiff in Newby filed an amended complamnt that,
among other things, named as defendants additional entities of the Company, expanded the putative class to
include purchasers of certain Enron-related securities, and alleged additional violations of the federal
securities laws. On March 31, 2004, the Company’s motion to dismiss the new claims and new entities
asserted in the amended complaint was granted as to certain claims that were based on the Securities Act of
1933, but denied in all other respects. On May 28, 2003, the lead plaintiff in Newby filed an amended motion
for class certification of a more broadly defined class based on the amended complaint. On April 30, 2004,
the Company answered the amended complaint, denying all liability. Lead plaintiff's motion for class
certification in Newby is pending.
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Several other actions filed against the Company and other parties have been consolidated or
coordinated with the Newby action and stayed as to the filing of amended or responsive pleadings pending the
district court's decision on class certification in Newby. Similarly consolidated or coordinated with Newdy and
stayed have been several actions against Arthur Andersen, LLP, in which Andersen brought claims for
contribution against the Company and other parties as third-party defendants.

Additional Enron-related actions have been filed in various state courts against the Company and
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; (if) 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; (ii) 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; and (iv) a complaint by purchasers of Enron, Marlin, Osprey, and Montclare Trust securities alleging
violations of state securities laws, fraud, deceit, and civil conspiracy.

In addition, several new actions were filed in November, 2004, against the Company and other
parties in both federal and state court, including: (i) a complaint in Texas federal court brought by purchasers
of Enron debt securities alleging that the Company and certain other investment banks engaged in negligence,
fraud, civil conspiracy, and violations of the Texas Securities Act in connection with an Enron debt securities
offering; (if) complaints in Washington and Nevada federal court brought by electrical utility companies
alleging that defendants aided and abetted fraud, engaged in civil conspiracy and misrepresentation by
participating in schemes to misrepresent the financial condition of Enron, which in turn permitted Enron to
enter into electricity contracts with the plaintiffs and manipulate prices in the electricity market; and (iif) a
complaint in Texas state court brought by various insurers alleging that defendants engaged in civil conspiracy
and fraud in violation of the Texas Business and Commerce Code and the Texas Securities Act. These cases
are in the process of being consolidated or coordinated with the Newby action.

On July 16, 2004, the Company and certain other investment banks were also sued in Texas state
court by a sub-group of the limited partners that had invested in LJM2 Co-Investment, L.P. (“LJM2”), a now
bankrupt limited partnership formed by Enron’s former Chief Financial Officer, Andrew Fastow. The
plaintiffs allege, among other things, that the defendants breached their fiduciary duties, were unjustdy
enriched, engaged in a civil conspiracy, aided and abetted a violation of the Texas Securities Act, aided and
abetted fraud, and aided and abetted breaches of fiduciary duty.

A putative class action was also brought against the Company and other defendants on behalf of
purchasers of the common stock of New Power Holdings, Inc. alleging violations of the federal securities
laws. In September 2004, the Company and the other underwriter defendants reached a settlement
agreement with the plaintiffs. The terms of the settlement were approved by the court during a fairness
hearing held November 30, 2004. In addition, the Company and other underwriter defendants sought to
recover a portion of the settlement by filing an indemnification claim against NewPower in NewPower’s
bankruptcy proceedings in the U.S. Bankruptcy Court. On January 10, 2005, an order was entered approving
a settlement of the indemnification claim.

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 November 4, 2003, a court-appointed bankruptcy examiner filed a final
report that contained the examiner's conclusions 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
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Company’s claims in the bankruptcy proceedings; recharacterization of one transaction as a loan and related
declaratory relief, avoidance of security interests, and turnover and recovery of property; and damages,
attorneys' fees and costs for alleged aiding and abetting of fraud and breaches of fiduciary duty by Enron
employees and civil conspiracy. In the principal adversary proceeding, Enron filed a Fourth Amended
Complaint on January 10, 2005.

The Company has received periodic requests for information and/or subpoenas from certain
governmental and regulatory agencies, including the Enron Task Force, regarding Enron and its affiliates.
The Company has cooperated fully with such inquiries and requests.

NCFE-related Litigation

Since February 2003, lawsuits have been filed against the Company with respect to services that it
rendered to National Century Financial Enterprises, Inc. and its affiliates (“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 were filed in (or removed to) federal courts in Arizona, Ohio, New Jersey
and New York, investors in NCFE's bonds and preferred stock have sued numerous defendants, including
the founders and directors of NCFE, the trustees for the bond issuances, NCFE's auditors and law firm, the
rating agencies that rated NCFE's bonds, and NCFE's placement agents, including the Company. The
allegations include claims for breach of contract, negligence, fraud, and violation of federal and state securities
laws. By orders dated November 13, 2003, December 11, 2003, and March 3, 2004, the Judicial Panel on
Multidistrict Litigation (“MDL”) consolidated the matters and transferred them to the U.S. District Court for
the Southern District of Ohio for pre-trial purposes. The Company has filed motions to dismiss in each of
these cases. Those motions remain pending before the district court.

In addition, in November 2004, the trust created through NCFE's confirmed bankruptcy plan
commenced two actions in federal court in Ohio against the Company and certain affiliates. The trust filed
an action in the U.S. District Court for the Southern District of Ohio asserting common law claims similar to
those asserted in the MDL cases against several of the same defendants, and it also alleged statutory claims
under the Ohio corrupt practices act, claims for professional negligence and claims under the US.
Bankruptcy Code. The trust also filed an action in the U.S. Bankruptcy Court for the Southern District of
Ohio objecting to the proofs of claim filed by the Company in NCFE's bankruptcy and seeking disgorgement
of amounts previously distributed to the Company under the bankruptcy plan.

U.K. Insurance Litigation

On August 7, 2003, a syndicate of insurance companies filed Consolidated Particulars of Claims
against CSG, the Company, and CSFB (USA) in the London Commercial Court alleging that certain excess
liability insurance policies provided to these entities should be invalidated. These insurance policies are
intended to provide coverage for damages, expenses, or settlements in excess of designated deductibles and
below designated caps resulting from certain legal proceedings involving CSG or its subsidiaties. The
insurance syndicate alleges that these insurance policies should be invalidated based on certain purported
misrepresentations and misleading statements made by the CSG defendants to the insurance syndicate in
connection with the underwriting of the policies. On June 11, 2004, the court ordered a stay of the
proceedings on the terms of a stay agreement agreed between the parties.
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Mutual Fund Investigation

The Company and certain of its current and former affiliates have received subpoenas and/or
requests for information from the New York Attorney General's Office and the SEC, as part of the industry-
wide investigation relating to the practices of mutual funds and certain of their customers. These requests are
focused on the practices of market timing and late trading. The Company is cooperating fully with these
requests.
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Report on Internal Control Required by SEC Rule 17a-5 and
CFTC Regulation 1.16

Member of
Credit Suisse First Boston LLC

In planning and performing our audit of the consolidated financial statements of Credit Suisse First Boston
LLC and Subsidiaries (the “Company”), a wholly owned subsidiary of Credit Suisse First Boston (USA),
Inc., for the year ended December 31, 2004, we considered its internal control, including control activities
for safeguarding securities and customer and firm assets, in order to determine our auditing procedures for
the purpose of expressing our opinion on the consolidated financial statements and not to provide assurance
on internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (“SEC”) and Regulation
1.16 of the Commodity Futures Trading Commission (“CFTC”), we have made a study of the practices and
procedures followed by the Company, including tests of compliance with such practices and procedures
that we considered relevant to the objectives stated in rule 17a-5(g) and Regulation 1.16, in the following:

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

2) Making the quarterly securities examinations, counts, verifications, and comparisons, and the
recordation of differences required by SEC rule 17a-13

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

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

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

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

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

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls and
of the practices and procedures referred to in the preceding paragraph and to assess whether those practices
and procedures can be expected to achieve the SEC’s and CFTC’s above-mentioned objectives. Two of the
objectives of internal control and the practices and procedures are to provide management with reasonable
but not absolute assurance that assets for which the Company has responsibility are safeguarded against
loss from unauthorized use or disposition, and that transactions are executed in accordance with
management’s authorization and recorded properly to permit the preparation of consolidated financial
statements in accordance with accounting principles generally accepted in the United States of America.
Rule 17a-5(g) and Regulation 1.16 list additional objectives of the practices and procedures listed in the
preceding paragraph.

KPMG LLP, a U.S. limited liability partnership, is the U.S.
member firm of KPMG international, a Swiss cooperative.



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

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

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC and CFTC to be adequate for their purposes in
accordance with the Securities Exchange Act of 1934, the Commodity Exchange Act, and related
regulations, and that practices and procedures that do not accomplish such objectives in all material
respects indicate a material inadequacy for such purposes. Based on this understanding and on our study,
we believe that the Company’s practices and procedures were adequate at December 31, 2004, 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 28, 2005




