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

I, Paul O’Keefe, being duly authorized and swom, affirm that I am an officer of Credit Suisse Capital
LLC (the “Company”) and to the best of my knowledge and belief, the accompanying financial statements
and supplemental schedule of the Company for the year ended December 31, 2007 are true and correct. [

further affirm that neither the Company nor any director or principal officer has any proprietary interest in

W

Paul O’Kebfe ~
Chief Figfancial Ofﬂ

any account classified solely as that of a customer.

Subscribed and sworn to before me
‘This 20t day of March, 2008.

Notary Public

NARIMA KHAN
Notary Public, State of New York
No. 01KH5039227
Qualified in Queens County

Commission Expires Feb. 13.}99’.90



CREDIT SUISSE CAPITAL LLC

(S.E.C. L.D. NO, 885352)

Statement of Financial Condition
And Supplemental Schedule
As of and for the Year Ended December 31, 2007
And Independent Auditors’ Report
And Supplemental Report
On Internal Control

PUBLIC DOCUMENT
Pursuant with Rule 172-12 (c)
Under the Securities Exchange Act of 1934



. . p B
- - - .'- - - - — !

e

KPMG LLP
345 Park Avenue
New York, NY 10154

Independent Auditors’ Report

To the Member of
Credit Suisse Capital LLC:

We have audited the accompanying statement of financial condition of Credit Suisse Capital LLC
(“the Company), as of December 31, 2007 that you are filing pursuant to rule 17a-12 under the Securities
Exchange Act of 1934. This statement of financial condition is the responsibility of the Company’s
management. OQur responsibility is to express an opinion on this 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 financial statements are 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 the purpose of expressing an opinion on the effectiveness of the Company’s
internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion,

In our opinton, the statement of financial condition referred to above presents fairly, in all material
respects, the financial position of Credit Suisse Capital LLC as of December 31, 2007 in conformity with
accounting principles generally accepted in the United States of America.

As discussed in Note 1 to the statement of financial condition, effective January 1, 2007, the Company
adopted the provisions of Statement of Financial Accounting Standards (SFAS) No. 157, “Fair Value
Measurements”, SFAS No. 159, “The Fair Value Option for Financial Assets and Liabilities”, and
Statement of Financial Accounting Standards Board (FASB) Interpretation (FIN) No. 48 ,“Accounting for
Uncertainty in Income Taxes — an interpretation of FASB Statement No. 109”.

KPMa L

New York, New York,
March 20, 2008

KPMG LLP, & U.5. limited liabiity partnership, is the L.5.
maember frm of KPMG Intemazional, » Swiss cooperative,
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CREDIT SUISSE CAPITAL LLC
Statement of Financial Condition
December 31, 2007
(In thousands)

Cash and cash eqUITAIENTS .oo.vu.cvu et s b
Securities borrowed from affiiates ... s
Recetvables:
AFHALES ..ot et b R e
Brokers, dealers and Other ...t st
Financial instruments owned {of which $15,206,260 was encumbetred}:
U.S. government and aZENCIES .....ovvvvvvieimmreesrscmsessissss e st s ssssssssens
Municipal BONAS ... e
COLPOLALE AEDBL....ri et s s s b R e e rbaeae
BQUILIES oottt e e g ks b s s
DEIVAHVES CONIIACES 1vvvvviierresrreisesmssmesmesssssssisssis st st b s sarasse st ons st ssssas s assanesresbssbas ssans
Hybrid OTC INStIUMENTS...u.viieieiiscsssisccsssssisssssssssssssisssassssssissmssssssssssssassassasessssssssss et sabens
Mutual funds

LIABILITIES AND MEMBER’S EQUITY

Short-term borrowings from affiHates. ... s
Securities 10aned to AfHlIAtES....c.iciiiii it e veeseser s et sssbis s stse s sras s asevese st an et sesssress
Payables:

AFTIHALES ANA PALENE.....orovreree e sesen s teseersras s cesses s ansem s bs s en s s r s

Brokers, dealers and Other ... e rer s e sbarsressrasasssa s nesere e eoe bt sasasasa
Financial instruments sold not yet purchased:

B QUILIES 1.ttt ser e rerses e serssrasrasensens s st sesecsessrassessessemsers et issmssbo s s s sasensensnsssases

DEfiTALVES COMULATES 1vvrevsrsseriverenressenisstomasisssasssiesssasssssmsss rssesssassestsrsssnsssaseasastansaesssssnsssssasssseness
Subordinated BOLIOWINGS .uviuuiimueiiisise st s bbb
Other HabIlIEES ..o vercie e s sss s s bt et s vessabtsss b sm b s sess semsasbessbaams s snneseases R

Member’s Equity:
Member’s CONIBULONS. ...ttt sb s ana s bbb b e
Accumulated EamMINES ..o R e

Total MEMbBEr’s EQUILY ... st s s

Total liabilities and member’s eqUILY...cccoeicrierenn et

See accompanying notes to statement of financial condition.
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148,614
13,843,670

215,936
1,546,683

50,811
3,712
73,273
19,887,892
5,557,739
1,555,458
1,033,731
2,701,433
317

406,619,269

8,611,947
18,693,227

691,772
3,267,603

13,039,577
1,232,610
115,000
133,795

45,785,531

737,600
96,138

833,738

46,619,269
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CREDIT SUISSE CAPITALLLC
Notes to Statement of Financial Condition
December 31, 2007

1. Organization and Description of Business

Credit Suisse Capital LLC (“the Company”), is 2 wholly owned subsidiary of Credit Suisse Capital
Holdings, Inc. (the “Parent™), which is a wholly owned subsidiary of Credit Suisse (USA), Inc., and an indirect
wholly owned subsidiary of Credit Suisse Holdings (USA), Inc., whose ultimate parent is Credit Suisse Group.

The accompanying statement of financial condition has been prepared from the separate records
maintained by the Company and may not necessarily be indicative of the financial condition that would have
existed if the Company had been operated as an unaffiliated entity.

The Company is a broker-dealer registered with the Securities and Exchange Commission (“SEC”) as
an over-the-counter (“OTC”) Derivatives Dealer, which is a spedial category of broker-dealer engaged in an
OTC derivatives business. As an OTC Derivatives Dealer, the Company calculates its regulatory capital
charges pursuant to Appendix F of SEC Rule 15¢3-1 under the Securities Exchange Act of 1934 (the
“Exchange Act”) using the Company’s internal value at risk model. The Company transacts OTC derivative
contracts with corporate clients, high-net worth individuals and affiliates.

As part of its OTC derivatives business the Company enters into option transactions including
collars, forward transactions including variable prepaid forwards (“VPFs”) and swap transactions including
interest rate swaps, credit default swaps and total retarn swaps.

Options

The Company writes option contracts to meet customer needs and for hedging purposes. These
written options do not expose the Company to credit risk because the Company, not its counterparty, is
obligated to perform. At the beginning of the contract period, the Company receives a cash premium. During
the contract period, the Company bears the rsk of unfavorable changes in the value of the financial
instruments undetlying the options. To manage this market risk, the Company purchases or sells cash or
derivative financial instruments. Such purchases and sales may include equity or fixed income securities,
forward and futures contracts and options.

The Company purchases options to meet customer needs and for hedging purposes. With purchased
options, the Company gets the right, for 2 fee, to buy or sell the underlying instrument, at a fixed price on or
before a specified date. The counterparties to OTC option contracts are reviewed to determine whether they
are creditworthy and, if necessary, collateral is obtained. The Company hedges its exposure from purchased
options by buying or selling the underlying positions.

The Company enters into collars, whereby a customer buys a put option on a stock and finances it
with the sale of a call option at the same or higher strike price. Collars are carried at fair value and are
included in derivatives contracts on the statement of financial condition. To mitigate the credit risk the
Company receives collateral. The Company hedges the exposure from collar transactions by shorting equities.

Forwards

VPFs are a form of OTC hybrid transaction pursuant to which the Company purchases a variable
number of shares of common stock from a customer on a forward basis. At inception, the Company pays the
customer 2 dollar amount based on the underlying value of the common stock. At the maturity of the
transaction, the Company receives a variable number of shares (or an amount in cash equal to the value of
such variable number of shares, with 2 maximum share cap) from the customer based on the market price of

3



CREDIT SUISSE CAPITAL LLC
Notes to Statement of Financial Condition (Continued)
December 31, 2007

1.  Organization and Description of Business (Continued)

the shares at maturity. VPFs allow customers to monetize their stock position and provide market risk
protection through an equity collar that, among other things, protects the customer against decreases in the
value of the underlying common stock. The customer pledges the underlying shares to the Company as
collateral for the VPF. VPF transactions expose the Company to market risk to the extent the underlying
stock price decreases below a pre-determined price. In order to hedge this risk, the Company sells the
underlying stocks short,

The VPFs are generally long-dated and have maturities of three to ten years. In accordance with
Statement of Financial Accounting Standard (“SFAS”) No. 149, “Amendment of Statement 133 on
Derivative Instruments and Hedging Activities” (“SFAS 149™), all VPFs entered into prior to July 1, 2003 are
included in hybrid OTC instruments in financial instruments owned in the statement of financial condition
and had a fair value of $1.6 billion as of December 31, 2007. All of the Company’s VPFs entered into after
June 30, 2003, meet the definition of a derivative and are reported as detivative contracts on the Company’s
statement of financial condition and had a fair value of $4.3 billion as of December 31, 2007. All VPFs are
carried at fair value.

Swaps

The Company enters into interest rate swaps which are contractual agreements in which two
counterparties agree to exchange interest payments on a defined principal amount, or notional, for a fixed
period of time.

Credit default swaps are contracts that enable customers to buy protection against the risk of default
of an asset issued by a specified reference entity. This contract transfers an asset’s credit risk from the
customer to the Company without transferring ownership of the underlying asset. A credit event is
commonly defined as bankruptcy, insolvency, receivership, material adverse restructuring of debt, or failure
to meet payment obligations when due. The Company mitigates its risk by entering into an offsetting
transaction where the Company buys protection from an affiliate.

Total return swaps are contractual agreements where the Company agrees to pay a customer the total
economics of a defined underlying asset, in return for receiving a stream of floating rate cash flows, such as
the London Interbank Offered Rate (“LIBOR”). The underlying assets for total return swaps include U.S.
government and agencies securities, municipal bonds, corporate debt, equity securities, loans and mutual
funds. The exposure from these transactions is hedged by purchasing the underlying asset.

2. Summary of Significant Accounting Policies

Use of estimates. To prepare the 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 as of the date of the statement of financial condition
are affected by these estimates and assumptions, the most significant of which are discussed in the notes to the
statement of financial condition. Estimates, by their nature, are based on judgment and available information.
Therefore, actual results could differ materially from these estimates.

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.



CREDIT SUISSE CAPITAL LLC
Notes to Statement of Financial Condition (Continued)
December 31, 2007

2. Summary of Significant Accounting Policies (Continued)

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

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, margin due on futures contracts and
cash collateral deposits due from counterparties. 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"),
accrued dividends and interest and cash collateral deposits due to counterparties. In addition, the net
receivable or payable arising from unsettled securities trades is included in either receivables from brokers,
dealers and other ot payables to brokers, dealets and other.

Fair value of financial instruments. The Company’s financial instruments, including loans, 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 2 trade date basis with the exception of loans, which are recorded on a
settlement date basis. For more information on fair value see Note 3.

Derivatives contracts. All derivative contracts are carried at fair value.

The fair values associated with derivative instruments are reported net by counterparty across
products, in accordance with Financial Accounting Standards Board Interpretation No. 39, "Offsetting of
Amounts Relating to Certain Contracts," provided a legally enforceable master netting agreement exists and
such provisions are stated in the master netting agreement.

Hybrid OTC instruments. Certain contracts or securities which do not meet the definition of a
derivative in their entirety are referred to as hybrid OTC instruments and are carried at fair value in the
statement of financial condition.

Deferred taxes. The Company is included in a consolidated federal income tax return filed by CS
Holdings and certain state and local income tax returns filed by CS Holdings. CS Holdings allocates federal
income taxes to its subsidiaries on a separate return basis, and any state and local income taxes on a pro rata
basis, pursuant to a tax sharing arrangement.

The Company uses the asset and liability method in providing 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 13 for more information.




CREDIT SUISSE CAPITAL LLC
Notes to Statement of Financial Condition (Continued)
December 31, 2007

2.  Summary of Significant Accounting Policies (Continued)
RECENTLY ADOPTED ACCOUNTING STANDARDS

SFAS 157

In September 2006, the Financial Accounting Standards Board (“FASB”) issued Statement of
Financial Accounting Standards (“SFAS”) No. 157, “Fair Value Measurements” (“SFAS 157”). SFAS 157
establishes a single authoritative definition of fair value, sets out a framework for measuring fair value, and
requires additional disclosures for instruments carried at fair value. The statement applies only to fair value
measurements which are already required or permitted by other accounting standards. It eliminates the
Emerging Issues Task Force (“EITF”) 02-3 guidance which prohibits the recognition of gains or losses at the
inception of detivative transactions whose fair value is estimated based upon unobservable market data. SFAS
157 also eliminates the use of blockage factors on instruments that are quoted in active markets by brokers,
dealers and investment companies that have been applying the applicable AICPA Audit and Accounting
Guides. SFAS 157 also requires the Company to consider its own credit spreads when measuring the fair
value of liabilities. The Company adopted the provisions of SFAS 157 on January 1, 2007. As a result of this
adoption the Company reported an increase in opening accumulated earnings of $3.3 million, net of tax.

SFAS 159

In February 2007, the FASB issued SFAS 159. SFAS 159 creates an alternative measurement
treatment for certain financial assets and financial liabilities that permits fair value to be used for initial and
subsequent measurement. The availability of this alternative measurement treatment is referred to as the fair
value option. The statement also provides for additional financial statement presentation and disclosures
relating to the alternative measurement treatment. The Company adopted the provisions of SFAS 159 on
January 1, 2007. As a result of adoption and election of certain existing instruments under the fair value
option, there was no impact in opening retained earnings. For more information see Note 3.

FIN 48

In July 2006, the FASB issued FASB Interpretation (“FIN”) No. 48, “Accounting for Uncertainty in
Income Taxes — an Interpretation of FASB Statement No. 109” (“FIN 48”). FIN 48 addresses the accounting for
uncertainty in income tax positions by prescribing a consistent recognition threshold and measurement attribute
for income tax positions taken or expected to be taken in an income tax return. FIN 48 also provides guidance on
derecognition, classification, interest and penaltes, accounting in interim petiods, disclosure and transition.

FIN 48 requires a two-step process in evaluating income tax positions. In the first step, an enterprise
determines whether it is more likely than not that an income tax position will be sustained upon examination,
including resolution of any related appeals or litigation processes, based on the technical merits of the position.
Income tax positions meeting the more-likely-than-not recognition threshold are then measured to determine the
amount of benefit eligible for recognition in the financial statements. Each income tax position is measured at the
largest amount of benefit that is more likely than not to be realized upon ultimate settlement.

The provisions of FIN 48 are effective for fiscal years beginning after December 15, 2006. The adoption
of FIN 48 as of January 1, 2007 did not have an impact on the Company's financial condition.



CREDIT SUISSE CAPITAL LLC
Notes to Statement of Financial Condition (Continued)
December 31, 2007

2, Summary of Significant Accounting Policies (Continued)
STANDARDS TO BE ADOPTED IN FUTURE PERIODS

FSP FIN 39-1

In April 2007, the FASB issued FASB Staff Position (“FSP”) FIN 39-1, “Amendment of FASB
Interpretation No. 39” (“FSP FIN 39-17). FSP FIN 39-1 permits a reporting entity that is a party to 2 master
netting apreement to offset fair value amounts recognized for the tight to reclaim cash collateral or the
obligation to return cash collateral against fair value amounts recognized for derivative instruments that have
been offset under the same master netting agreement. FSP FIN 39-1 is effective for fiscal years beginning
after November 15, 2007. This FSP is requited to be applied retrospectively for all financial statements
presented unless it is impracticable to do so. As part of the Company’s implementation procedures for
adopting FSP FIN 39-1, it was determined that adopting FSP FIN 39-1 retrospectively is impracticable as it
would requite undue time and effort. Based on this, the Company will be adopting FSP FIN 39-1 on a
prospective basis.

3. Fair Value of Assets and Liabilities

The fair value of the majority of the Company’s assets and liabilites is based on quoted prices in
active markets or observable inputs. These instruments include government and agency securities, most
investment-grade corporate debt, most high-yield debt securities, exchange traded and certain OTC derivative
instruments, loans, municipal bonds, mutual funds and listed equity securities.

In addition, the Company holds financial instruments for which no prices are available, and which
have little or no observable inputs. For these instruments the determination of fair value requires subjective
assessment and varying degrees of judgment depending on liquidity, concentration, pricing assumptions and
the rsks affecting the specific instrument. In such circumstances, valuation is determined based on
management’s own assumptions about the assumptions that market participants would use in pricing the
asset or liability (including assumptions about risk). These instruments include certain investment-grade
corporate debt securities, certain high-yield debt securities, distressed debt secunties and certain OTC
derivatives. Valuation techniques for certain of these instruments are described more fully below.

Fair Value Hierarchy

Financial instruments recorded in the Company’s statement of financial condition at fair value as of
December 31, 2007 have been categorized based upon the relative reliability of the fair value measures in
accordance with SFAS 157 (the fair value hierarchy).

The levels of the fair value hierarchy are defined as follows in SFAS 157

Leve! 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that the
Company has the ability to access at the measurement date. This level of the fair value hierarchy provides the
most reliable evidence of fair value and is used to measure fair value whenever available.

Level 2: Inputs other than quoted prices included within Level 1 that ate observable for the asset or
liability, either directly or indirectly. These inputs include: (a) quoted prices for similar assets or liabilities in
active markets; (b) quoted prices for identical ot similar assets or liabilities in markets that are not active, that
is, markets in which there are few transactions for the asset or liability, the prices are not current, or price
quotations vary substantially either over time or among market makers, or in which little information is
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CREDIT SUISSE CAPITAL LLC
Notes to Statement of Financial Condition (Continued)
December 31, 2007

3. Fair Value of Assets and Liabilities (Continued)

released publicly; (c) inputs other than quoted prices that are observable for the asset or liability or (d) inputs
that are derived principally from or corroborated by observable market data by correlation or other means.

Level 3: Inputs that are unobservable for the asset or liability. These inputs reflect the Company’s
own assumptions about the assumptions that market participants would use in pricing the asset or liability
(including assumptions about tisk). These inputs are developed based on the best information available in the
circumstances, which include the Company’s own data. The Company’s own data used to develop
unobservable inputs are adjusted if information indicates that market participants would use different

assumptions.

Quantitative Disclosures of Fair Values

Following is a tabular presentation of fair value of assets and liabilities for instruments measured at
fair value on a recurring basis:

Fair value of assets and liabilities

Quoted pricesin  Significant

active markets for other Significant
identical assets observable unobservable
or liabilitics inputs inputs Impact of Total at

December 31, 2007 (level 1) (level 2) (level 3) netting(® fair value
Assets (in thousands)
Cash instruments ......cecoeeevvvavinnaenne $ 21,049,419 § 3,456,604 § 800,287 % — § 25306310
Defivatives ..o reeresereensensscvnreecsrsesnes 27,702 8,360,757 2,393,434  (5,224,154) 5,557,139
Total assets at fair value ............. $ 21,077,121 § 11,817,361 § 3,193,721 § (5,224,154)% 30,864,049
Liabilities
Cash Instruments .......c.onvivenresseinnens $ 13,039,577 $ -3 — % — § 13,039,577
Denivatves ... 69,257 5,960,583 426,924  (5,224,154) 1,232,610
Total liabilities at fair value ........ 3 13,108,834 § 5,960,583 % 426,924 § (5,224,154} 14,272,187
H Derivatives contracts are reported on a gross basis by level. The impact of netting represents an adjustment related to the

counterparty netting.
Qualitative Disclosures of Valuation Techniques
Trading assets and liabilities

Trading securities

The Company’s trading securities consist of interest-bearing securities and equity securities. Interest-
bearing securities include debt securities. Equity securities include common equity shares.

For debt securities for which market prices are not available, valuations are based on yields reflecting
the perceived risk of the issuer and the maturity of the security, recent disposals in the market or other




CREDIT SUISSE CAPITAL LLC
Notes to Statement of Financial Condition (Continued)
December 31, 2007

3. Fair Value of Assets and Liabilities (Continued)
modeling techniques, which may involve judgment.

The majority of the Company’s positions in equity securities are traded on public stock exchanges,
for which quoted prices are readily and regularly available. Fair values of preferred shares are determined by
their yield and the subordination relative to the issuer’s other credit obligations.

Derivatives

Positions in derivatives held for trading purposes include both OTC and exchange-traded derivatives.
The fair values of exchange-traded derivatives are typically derived from the observable exchange prices
and/or observable inputs. Fair values for OTC derivatives are determined on the basis of internally
developed proprietary models using various inputs. The inputs include those characteristics of the derivative
that have a bearing on the economics of the instrument.

The determination of the fair value of many derivatives involves only a limited degree of subjectivity
because the required inputs are observable in the marketplace. Other, more complex denvatives, use
unobservable inputs. Specific unobservable inputs include long-dated volatility assumptions on OTC option
transactions and recovery rate assumptions for credit derivative transactions. Uncertainty of pricing inputs
and liquidity are also considered as part of the valuation process.

For further information on the fair value of derivatives as of December 31, 2007 see note 7.
Fair Value Option

Upon adoption of SFAS 159 the Company elected fair value for certain of its statement of financial
condition captions as follows:

Loans: The Company has elected to account for certain loans that were previously accounted for at
lower of cost or market at fair value. All loans held by the Company are accounted for at fair value. These
activities are managed on a fair value basis; thus, fair value accounting for these instruments is deemed more
appropriate for reporting purposes.

Difference between the fair value and the aggregate unpaid principal balance

Difference
between
aggregate
Aggregate  fair value
Of which at unpaid and unpaid
December 31, 2007 fair value principal principal
Financial instruments (in thousands) (in thousands)
LLOAMS. .t erirtetece et e s e ts st e s engr et $ 171,348 § 184224 % (12,876)
9



CREDIT SUISSE CAPITALLLC
Notes to Statement of Financial Condition (Continued)
December 31, 2007

4. Related Party Transactions

In the ordinary course of business, the Company enters into significant financing and operating
transactions with affiliated companies and believes that these transactions are generally on market terms that
could be obtained from unrelated third parties.

The following table sets forth related party assets and liabilities as of December 31, 2007:

ASSETS (In thousands)

Securities borrowed from affIHALES it er s s sasis s sss et seese e srssnesesnrens $ 13,843,670
Receivables from affilIates. .. irinnieienrseiesessiessisssaresssssesssstssssseess sesssssssesssssssest sios sassonsins 215,936
Receivables from brokers, dealers and Other.... et sesernse 594,181
DD EEIVALIVES COMIIACES 1evvetrucrerrererrsersessresesssssressassasses st sasansesesessrensaserserassanssentas sansesssesassanssesessassssssssonn 018,880
Deferred tax asset (included in other assets) ... e 195

TOEAL ASSELS c.cvureveerieeriirsrissnsssesssereemssensarsvasesesnssseseastessbet s sassra s shsRware s resReasassersasnbs s ntsaestdshsE RS sE R en $ 15,572,862

LIABILITIES '

Short-term borrowings from affiiates......cviimiiinm $ 8,611,947
Secutities loaned t0 AFFIHATES . ...ccocve ettt sttt sese s s sessaes s sro ensas sratsataesr A e e r s eais 18,693,227
Payables to affiliates and Parent......comiirni s 691,772
Payables to brokers, dealers and Other ... s s 1,341,379
DIetIVAIVES COMLIACES .ot vvierirreirerae e riacaenserrinssrerssesserstvasesssessansnstvnss serenses sesssasssassssassassaesssssstsnsassonses 864,399
Taxes payable (included in Other Habilies) ... s 22597
Subordinated BOIOWINES ...ttt s s s s saas b 115,000

TOLAL HABILEES c1vvvivisivisceicecoveereresress et enssessnssessrsssssessisss st e s sass s sassesvenssensanbasensbessassensassssasinsens $ 30,340,321

All of the obligations of the Company are guaranteed by CS USA.
As of December 31, 2007, the fair market value of assets that the Company pledged to affiliates was
$18.4 billion and the fair market value of assets that the Company reccived from securities borrowed

transactions with affiliates was $13.5 billion.

The Company is included in a consolidated federal incomne tax return and combined state and local
income tax returns filed by CS Holdings. See Note 13 for more information.

5. Receivables from and payables to brokers, dealets and other

Amounts receivable from and payable to brokets, dealers and other as of December 31, 2007, consist
of the following;

Receivables Payables
(In thousands)
Unsettled regular-way securities trades and fails .......cooocecoeesccrsvonccernerrrsserensuene $ 1144148 § 1,767,478
Margin due on fUlIres CONTACTS. . sssssasssserecssas s sssssseass 69,711 -
Accrued dividends and ILELEST ... s ssessbe sesssssssssasreses 148,316 126,369
Cash collateral deposits due from/to COUNLEIPALHES .vervmnsrevrrmmmsssesimienrsssssssssssens 67,630 1,373,756
OIREE .ottt s stas st ee e e eseeses s snessesemsesn sanpassA s R e R SR A SEA e n R e s ne e ann s snras 116,878 —
Total receivables from and payables to brokers, dealers and other.................. $ 1,546,683 § 3,267,603
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CREDIT SUISSE CAPITAL LLC
Notes to Statement of Financial Condition (Continued)
December 31, 2007

6. Transfers of Financial Assets

In the normal course of business, the Company’s activities include various securities and finandial
instrument transactions, including options, collars, VPFs, interest rate, credit default and total return swaps
that involve off-balance sheet risk. The Company is exposed to the risk that a customer or counterparty to
the off-balance sheet transaction is unable to fulfill its contractual obligations, and that collateral held is not
sufficient to cover losses. In these situations, the Company may be tequired to purchase or sell financial
instruments at prevailing market prices, which may not fully cover the obligations of its customers or
counterparties. This risk is limited by requiring counterparties to maintain collateral that complies with
internal guidelines.

The following table sets forth the assets pledged by the Company and the collateral received by the
Company as of December 31, 2007

December 31,
2007
(In millions)
Fair value of the assets pledged and assigned as collateral by the Company ....ce.ccvucrerrrmerrmnncns § 15,868
of Which Was eNCUMDBELEd ........cvivcrimn s s sssans 15,206
Fair value of the collateral received by the Company with the right to sell or repledge............... 18,148
of which was 50ld or fepledged .. ——— $ 16,177

7. Derivatives Contracts

The Company, as an OTC Derivatives Dealer, is engaged in a broad-based OTC derivatives
business. In general, derivatives are contractual agreements that derive their values from the performance of
underlying assets, interest rates, or a variety of indices. The Company enters into derivative and certain hybrid
transactions for risk management purposes and to provide products for its clients. See Note 1 for descrption
of the Company’s derivatives business operations.

The fair values of all derivatives contracts outstanding as of December 31, 2007 were as follows:

Assets Liabilities
(In thousands)

OPHOMS vttt asrser e sa s s bbb s AR bt et e s bbs bbb 0 $ 308,173 $ 656,726
Forward contracts (including certain VPES)......ovcenriincnnsrsensscssisnerisnens 4,651,830 381,401
SWADS w1t s eb b s s R R e 5,821,890 5,418,637
Impact of Netting() ... s st {5,224,154) (5,224,154)

Total derivatives COMTATES . ..ivievmierrienemsreeemerveseseresstssssssstansssesesssssenssasassess $ 5,557,739 §% 1,232,610
48] Derivative contracts are reported on a net basis in the statement of financial condition. The impact of netting represents an

adjustment related to the counterparty nettings.

These assets and liabilides are included as derivatives contracts in financial instruments owned/sold
not yet purchased, respectively, in the statement of financial condition.
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CREDIT SUISSE CAPITAL LLC
Notes to Statement of Financial Condition (Continued)
December 31, 2007

8. Subordinated Borrowings and Member’s Equity

The Company has a $115 million subordinated financing arrangement with CS USA that matures on
March 31, 2016, which bears interest at a floating interest rate that is equivalent to those obtained by CS USA

for its long-tetm borrowings. The weighted average effective interest rate for these borrowings as of
December 31, 2007 was 5.8%.

The borrowings under this agreement qualify as regulatory capital and the agreement includes all
statutory restrictions specified by the Uniform Net Capital Rule under the Exchange Act, including restrictive
covenants relating to additional subordinated bortowings and to minimum levels of net capital, as defined,
and member’s equity. To the extent that such bormrowings are required for the Company’s continued
compliance with minimum net capital requirements, it may not be repaid.

9. Commitments

The following table sets forth the Company’s commitments, including the current portion as of
December 31, 2007:

Commitment Expiration Per Period

Less than 1 1-3 4-5 Over Total
year years years 5 years commitments
(In thousands)
Commitments to putchase loans...., $ 895 § 4,678 % 5116 $ 5,805 § 16,494
Total comMMmMItMEnts........cvervevrveren. $ 895 § 4678 § 5116 % 5805 § 16,494

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
petform 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 guarantees entered into or 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.
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CREDIT SUISSE CAPITAL LLC
Notes to Statement of Financial Condition (Continued)
December 31, 2007

10. Guarantees (Continued)

The following table sets forth the maximum quantifiable contingent lizbiliies and carrying amounts
associated with guarantees covered by FIN 45 as of December 31, 2007 by maturity:

Amount of Guarantee

Expiration Per Period
Less than 1-3 4-5 Overs Total Carrying
1 year years years years Guarantees Amounts
{In thousands)
DIEVALVES covrennreesenscesesessressiriens § 5000 § 128560 § — 3 — § 133560 § 28701
Total guarantees ... $ 5000 § 128560 $% — § — $ 133,560 § 28,701

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 credit default swaps.

FIN 45 does not require disclosure 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 instraments
related to the detivatives instruments at the inception of the contract. Derivatives meeting both of these
criteria are not disclosed in the table above. These are reflected as derivatives contracts in the statement of
financial condition. The amounts disclosed in the table above were determined by using notional values and
represent the obligation 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 Notes 1 and
7.

11. Net Capital

The Company computes its net capital based on value at risk under Appendix F of SEC Rule 15¢3-1,
under the Exchange Act. As of December 31, 2007, the Company’s net capital of $515 million, allowing for
market and credit risk exposure of §21 million and $183 million, respectively, was in excess of the minimum
net capital requirement by $495 million. The Company is in compliance with the exemptive provisions of
Rule 15¢3-3 because the Company does not carry securitics accounts for customers or perform custodial
functions relating to customer securities.

12. Concentrations of Credit Risk

As an OTC Derivatives Dealer, the Company is engaged in various OTC derivative activities
servicing a diverse group of institutional investors, affiliates and high net worth individuals. A substantal
portion of the Company’s transactons are executed with and on behalf of institutional investors including
other brokers and dealers and affiliates. These transactions are generally collateralized. As of December 31,
2007, the Company had a significant concentration of credit risk with one counterparty totaling $28 million.

Credit risk is the potential for loss resulting from the default by a counterparty of its obligations.
Exposute to credit risk is generated by contracting derivative transactions and loans with customers and
dealers. The Company uses vatfious means to manage its credit risk. ‘The credit worthiness of all
counterparties is analyzed at the outset of a credit relationship with the Company. These counterparties are
subsequently reviewed on a periodic basis. The Company sets 2 maximum exposure limit for each
counterparty, as well as for groups or classes of counterpartics. Furthermore, the Company enters into
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CREDIT SUISSE CAPITAL LLC
Notes to Statement of Financial Condition (Concluded)
December 31, 2007

12. Concentrations of Credit Risk (Continued)

master netting agreements when feasible and demands collateral from substantially all counterparties or for
certain types of credit transactions.

13. Deferred Taxes

The Company is included in a consolidated federal income tax return filed by CS Holdings and
certain state and local income tax returns filed by CS Holdings. CS Holdings allocates federal income taxes to
its subsidiaries on a separate return basis and any state and local income taxes on a pr rata basis, putsuant to a
tax sharing arrangement.

The deferred tax asset of $1 million as of December 31, 2007 relates primarily to accrued expenses.
As of December 31, 2007, the state and local deferred tax asset of $195 thousand was included in other assets
and the federal deferred tax asset of $885 thousand which was settled through the intercompany accounts was
included in other liabilifies in the statement of financial condition.

The increase in the state and local deferred tax asset was due to changes in assessment of certain state
and local tax positions. Based on anticipated future taxable income and tax planning strategies that would, if
necessary, be implemented, the Company has not recorded a valuation allowance for its net federal, state and
local deferred tax assets of $1 million as management believes that the deferred tax assets as of December 31,
2007 is more likely than not to be realized. However, if estimates of future taxable income are reduced, the
amount of the deferred tax asset considered realizable could also be reduced.

The Company remains open to examination from either federal, New York State and New York City
jurisdictions for the years 2000 and forward. The Company does not anticipate any scttlements that would
result in a material change to its financial statements.

14, Legal Proceedings
Management of the Company is not aware of any legal proceedings or other matters arising out of

the Company’s activities as an OTC Derivatives Dealer that would result in a material adverse effect on the
Company’s financial position.
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Schedule 1

CREDIT SUISSE FIRST BOSTON CAPITAL LLC
Computation of Net Capital
Pursuant to Rule 15¢3-1 Appendix F

As of December 31, 2007
(In thousands)
MEMDEI’S BQUILY ...vuvimarissiticietis it sies i e taecrtresres s r oo e bbb bbas bbbt b mas R b0 833,738
Subordinated BOITOWINGS ......ccc..verierivcvinre s s s sss s assssssssessisoses 115,000
TOUL .ttt sttt e b R R e s 948,738
Nonallowable assets and miscellaneous capitat charges:
INONAHOWADIE ASSEES ...evvveeveeces e ereemsecsesrasns s enssesrasessssesse e seemser s s am s bbb (171,202)
Other deductions and/or charges.......cmim s (58,687}
TOLAL oo s e s et R e R eSS RS !229,889)
Tentative net capital before market and credit risk €Xposure.. ... 718,849
Market FISK EXPOSULE...ovivvrriinissssississi s sas s smsssbssseb st s s be bbbt s (21,172)

Credit fisk EXPOSUIE it snsess s b ssbss s s s s s bbb st (182,663}
TOMAL oot bR R bR e SRS R e (203,835)

INEE CAPIEAL ..o et ee et ecbasses b sessnsessns bbbt rames e R st im s s bRs 108 515,014
Minimum capital FEQUITEIMENT. ... ciueceimcrreteesrseras st s emeses st srs s saaseb s s an s nr o 20,000
Capital in excess of MINIMUM LEQUITEMENTS........virrcrmerrrissmmsimrsissi st ssssssssss $ 495,014

NOTE - There are no material differences between the amounts presented above and the amounts
included in Credit Suisse Capital LLC’s unaudited FOCUS Report as of December 31, 2007 as
filed on January 25, 2008. Therefore, no reconciliation of the two computations is deemed
necessary.
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KPMG LLP
345 Park Avenue
New York, NY 10154

Independent Auditors’
Report on Internal Control Required by SEC Rule 17a-12

Member of:
Credit Suisse Capital LLC

In planning and performing our audit of the statement of financial condition of Credit Suisse Capital
LLC (“the Company™), as of and for the year ended December 31, 2007 in accordance with auditing
standards generally accepted in the United States of America, we considered the Company's internal
control over financial reporting (internal control) as a basis for designing our auditing procedures
for the purpose of expressing our opinion on the statement of financial condition, but not for the
purpose of expressing an opinion on the effectiveness of the Company's internal control.
Accordingly, we do not express an opinion on the effectiveness of the Company's internal control.

Also, as required by rule 17a-12(h)(1) of the Securities and Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company including consideration of
control activities for safeguarding securities. This study included tests of such practices and
procedures that we considered relevant to the objectives stated in rule 17a-12(h) in making the
periodic computations of net capital under rule 15¢3-1 and for determining compliance with the
exemptive provisions of rule 15¢3-3. Because the Company does not carry securities accounts for
customers or perform custodial functions relating to customer securities, we did not review the
practices and procedures followed by the Company in any of the following:

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

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

The management of the Company is responsible for establishing and maintaining tnternal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected benefits
and related costs of controls and of the practices and procedures referred to in the preceding
paragraph and to assess whether those practices and procedures can be expected to achieve the
SEC's above-mentioned objectives. Two of the objectives of internal control and the practices and
procedures are to provide management with reasonable but not absolute assurance that assets for
which the Company has responsibility are safeguarded against loss from unauthorized use or
disposition and that transactions are executed in accordance with management's authorization and
recorded properly to permit the preparation of the statement of financial condition in conformity
with generally accepted accounting principles. Rule 17a-12(h)(1) lists additional objectives of the
practices and procedures listed in the preceding paragraph.

KPMG LLP. a LS. imited hability partnershig, is the LL.S.
member firm of KPMG International, 8 Swiss cooperative,
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Because of inherent limitations in internal control and 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.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the nommal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity's ability to initiate, authorize, record, process,
or report financial data reliably in accordance with generally accepted accounting principles such
that there is more than a remote likelihood that a misstatement of the entity's statement of financial

condition that is more than inconsequential will not be prevented or detected by the entity's internal
control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatemnent of the statement of financial
condition will not be prevented or detected by the entity's internal control.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be
material weaknesses. We did not identify any deficiencies in internal control and control activities
for safeguarding securities that we consider to be material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices and
procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company's practices and procedures, as described in the second paragraph of this report, were
adequate at December 31, 2007, to meet the SEC's objectives.

This report is intended solely for the information and use of the Company’s Member, management
of the Company, and the SEC, and is not intended to be and should not be used by anyone other
than these specified parties.

KPMe UP

New York, New York
March 20, 2008
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