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345 Park Avenue
New York, NY 10154

Report of Independent Registered Public Accounting Firm

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, 2010, 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. Our 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 statement 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 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 includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statement. An audit also includes
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 opinion, 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, 2010, in conformity with U.S.
generally accepted accounting principles.

Our audit was conducted for the purpose of forming an opinion on the basic financial statement taken as a
whole. The information contained in Schedule 1 is presented for purposes of additional analysis and is not a
required part of the basic financial statement, but is supplementary information required by Rule 17a-12 under
the Securities Exchange Act of 1934. Such information has been subjected to the auditing procedures applied
in the audit of the basic financial statement and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statement taken as a whole.

KPMe LLP

February 28, 2011

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



CREDIT SUISSE CAPITAL LLC
Statement of Financial Condition

December 31, 2010
(In thousands)

ASSETS

Cash and cash eqUIVAIENES ... sbens
Securities borrowed from affIIates. ..o iivriicriiicecteee et sresessssess e saessessessseseesesresseesesseneens
Receivables:

Brokers, dealers and Other ...
Financial instruments owned (of which $6,322,396 was encumbered):

Hybrid OT'C INSHUMENTS ..covveririrsriscisisessessisinsssssssssss st sssesbsssssssssssssassssssssssnsens
MULUAL FUNAS oottt sa e bt s e s et e e sene

LIABILITIES AND MEMBER’S EQUITY

Short-term borrowings from affiiates ... e
Securities loaned to AffIHALES ......cocviireerireiieiece st
Payables:
ASfiliates aNd PALENL ...
Brokers, dealers afid OthEr ...ttt sesss s sssssesesesescsesenesssesesessassens
Financial instruments sold not yet purchased:

Structured NOte PAYADLE......vvvircteeee e
Subordinated DOLLOWINGS ...cvuvvevurveirirricies ettt snss e

TOtAl HADIIEES 1eveveeeieieeieeieeteeerec et e eertessessenesseseesessesessessesersssnessenseessesessessisnesennes
Member’s Equity:
MemDer’s CONIIDUHOMNS c.vviiieeiieeiieciciccee st s estestesbesseaerses e sessensesesssssessessesestensesasnssssssssrenes
Accumulated EarniNgS. ..o s

Total Member’s @QUILY «...uvuevieieeieice s

Total liabilities and member’s eqUILY ......cccuevuiererierennesisississie s ssrassssssass

See accompanying notes to the statement of financial condition.

1

106,572
3,141,168

23,985
319,064

12,362,562
1,266,620
683,601
165,503
3,021,599
75

21,090,749

6,620,310
6,561,423

90,532
1,814,439

4,182,372
485,785
62,346
198,071
115,000

20,130,278

737,600
222,871

960,471

21,090,749




CREDIT SUISSE CAPITAL LILC
Notes to Statement of Financial Condition
December 31, 2010

1. Organization and Description of Business

Credit Suisse Capital LLC (“the Company”), is a 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. (“CS Holdings”), whose ultimate parent is
Credit Suisse Group AG (“CSG”).

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 broket-dealer registered with the Securities and Exchange Commission (“SEC”) as
an ovet-the-countet (“OTC”) Derivatives Dealer, which is a special category of broker-dealer engaged in an
OTC derivatives business. As an OTC Derivatives Dealer, the Company calculates its regulatory capital
charges putsuant to Appendix F of SEC Rule 15¢3-1 under the Securities Exchange Act of 1934 (the
“Exchange Act”) using the Company’s intetnal 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 return swaps.

Options

The Company writes option contracts to meet customer needs and for economic hedging purposes.
These written 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. 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 economic 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 befote a specified date. The counterparties to OTC option contracts are reviewed to determine
whether they are cteditworthy and, if necessary, collateral is obtained. The Company economically hedges its
exposure from purchased options by buying or selling the underlying positions.

The Company entets 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. To mitigate the credit risk the Company
receives collateral. The Company economically hedges the exposure from collar transactions by shorting
equities. Collars, written options and. purchased options are carried at fair value and are included in
derivatives contracts on the statement of financial condition.



CREDIT SUISSE CAPITAL LLC
Notes to Statement of Financial Condition (Continued)
December 31, 2010

1. Organization and Description of Business (Continued)
Forwards

VPFs ate 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 a dollar amount based on the underlying value of the common stock. At the maturity of the
transaction, the Company receives a vatiable number of shares (or an amount in cash equal to the value of
such variable number of shares, with a maximum share cap) from the customer based on the market price of
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 undetlying 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 economically hedge this risk, the Company employs
strategies which include selling the underlying stocks short.

The VPFs are generally long-dated and have original maturities of three to ten years. 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 $683.6 million as of December 31, 2010. All of the
Company’s VPFs entered into after June 30, 2003, meet the definition of a derivative and are reported as
derivative contracts on the Company’s statement of financial condition and had a fair value of $1.1 billion as
of December 31, 2010. All VPFs are carried at fair value.

Futures

Fututes contracts ate standardized, transferable, exchange-traded contracts that require delivery of
the undetlying at a specified price, on a specified future date. The Company transacts in interest rate futures
and equity futures. For 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 from brokers, dealers and others
in the statement of financial condition.

Swaps

Credit derivatives are contractual agreements in which the buyer generally pays a fee in exchange for a
contingent payment by the seller if there is a credit event on the underlying referenced entity or asset. Credit
derivatives are generally privately negotiated OTC contracts. Most credit derivatives are structured so that they
specify the occurrence of an identifiable credit event, which can include bankruptcy, insolvency, receivership,
material adverse restructuring of debt, or failure to meet obligations when due.

Total return swaps are contractual agreements whete 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 may include equity
securities, loans and mutual funds. The exposure from these transactions is hedged by purchasing the
underlying asset.

Interest rate swaps are contractual agreements to exchange interest rate payments based on agreed
notional amounts and maturity.



CREDIT SUISSE CAPITAL LLC
Notes to Statement of Financial Condition (Continued)
December 31, 2010

2. Summary of Significant Accounting Policies

Basis of financial information. '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.

Securities borrowed from/ Securities loaned to affiliates. Secutities 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 market 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 brokets, dealers and other
ot payables to brokers, dealers and other.

Fair value of financial instruments. The Company’s financial instraments 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 ate recorded on a 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. Al detivatives contracts are carried at fair value in the statement of financial
condition. The fair value amounts associated with detivative instruments are reported net by counterparty
across products, provided a legally enforceable master netting agreement exists and such provisions are stated
in the master netting agreement. In addition, the fair value amounts recognized for detivative instruments as
well as the fair value amounts recognized for the right to reclaim cash collateral or the obligation to return cash
collateral, are reported net.

Structured note payable. The Company entered into a fully funded total return swap with a third party
where the counterparty provided cash to the Company which was used to purchase shares of mutual funds
and exchange traded funds. Under US Generally Accepted Accounting Principles (“US GAAP”) this
transaction does not qualify as a derivative because it is fully funded. As a result, this transaction is accounted
for as a structured note and is classified in structured note payable on the statement of financial condition.
The Company has elected to account for this structured note payable at fair value. See Note 3 for more
information.



CREDIT SUISSE CAPITAL LLC
Notes to Statement of Financial Condition (Continued)
December 31, 2010

2. Summary of Significant Accounting Policies (Continued)

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 the consolidated federal income tax return filed by CS
Holdings and certain state and local income tax returns filed by CS Holdings and CS USA. 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 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.
The state and local deferred tax asset represents the net deferred tax asset in the statement of financial
condition. The federal deferred tax asset calculated each year is settled through the intercompany accounts at
the balance sheet date and was included in other liabilities in the statement of financial condition. See Note 13
for more information.

RECENTLY ADOPTED ACCOUNTING STANDARDS
ASC Topic 815 — Derivatives and Hedging

In March 2010, the Financial Accounting Standards Board (“FASB”) issued Accounting
Standards Updates (“ASU”) 2010-11, “Scope Exception Related to Embedded Credit Detivatives” (“ASU
2010-117), an update to Accounting Standards Codification (“Codification” or “ASC”) 815, “Detivatives and
Hedging” (“ASC 815”). ASU 2010-11 provides clarification on the scope exception in ASC 815 to clarify the
type of embedded credit derivatives that are exempt from embedded derivative bifurcation tequirements.
Only one form of embedded credit detivative qualifies for the exemption and it relates only to the
subordination of one financial instrument to another. ASU 2010-11 is effective for the first fiscal quarter
beginning after June 15, 2010 with eatly adoption permitted. The adoption of ASU 2010-11 on July 1, 2010
did not have an impact on the Company’s financial condition.

ASC Topic 820 - Fair Value Measutements and Disclosures

In January 2010, the FASB issued ASU 2010-06, “Improving Disclosutes about Fair Value
Measurements” (“ASU 2010-06”), an update to ASC 820, “Fair Value Measurements and Disclosures”. ASU
2010-06 requires new and clarifies existing fair value measurement disclosures. The new tequirements include
disclosure of significant transfers in and out of level 1 and 2. The clarifications required by ASU 2010-06
include the level of disaggregation in the fair value hierarchy and the level 3 reconciliation of assets and
liabilities by class of financial instrument. In addition, the ASU expanded disclosures about the valuation
techniques and inputs used to measure fair value for both recurring and nontecurring fair value
measurements included in levels 2 and 3 of the fair value hierarchy.

The new disclosures and clarifications are effective for interim and annual periods beginning after
December 15, 2009. ASU 2010-06 is an update only for disclosures and as such did not impact the
Company’s financial condition. See Note 3 for more information.



CREDIT SUISSE CAPITAL LLC
Notes to Statement of Financial Condition (Continued)
December 31, 2010

2. Summary of Significant Accounting Policies (Continued)

ASC Topic 860 — Transfers and Servicing

In December 2009, the FASB issued ASU 2009-16, “Accounting for Transfer of Financial Assets”
(“ASU 2009-16”). ASU 2009-16 was issued to update the Codification for the June 2009 issuance of
Statement of Financial Accounting Standards No. 166, “Accounting for Transfer of Financial Assets — an
amendment of FASB Statement No. 140”, which previously had not been incorporated into the Codification.
ASU 2009-16 requires additional disclosures about the transfer of financial assets, including securitization
transactions, and continuing exposure to the risks related to transferred financial assets. It eliminates the
concept of a “qualifying special-purpose entity”. ASU 2009-16 also changes the requirements for
derecognizing financial assets.

ASU 2009-16 is effective for annual periods that begin after November 15, 2009 (January 1, 2010 for
the Company) and for interim and annual reporting periods thereafter. The Company’s financial condition
was not impacted by the adoption of ASU 2009-16.

3. Fair Value of Assets and Liabilities

The fair value of the majority of the Company’s assets and liabilities is based on quoted prices in
active markets or observable inputs. These instruments include municipal bonds, most high-yield debt
securities, exchange traded and certain OTC derivative instruments, hybrid OTC instruments, loans, 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, the current economic and competitive environment and the risks affecting the specific
instrument. In such citcumstances, 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 high-yield debt securities, distressed debt securities, certain OTC
derivatives and hybrid OTC instruments. Valuation techniques for certain of these instruments are described
more fully below.

Deterioration of financial markets could significantly impact the fair value of these financial
instruments and the Company’s financial condition.



CREDIT SUISSE CAPITAL LLC
Notes to Statement of Financial Condition (Continued)
December 31, 2010

3. Fair Value of Assets and Liabilities (Continued)

The fair value of financial assets and liabilities is impacted by factors such as benchmark
interest rates, prices of financial instruments issued by third parties, and index prices or rates. In
addition, valuation adjustments are an integral part of the valuation process when market prices are
not indicative of the credit quality of a counterparty, and are applied to both OTC derivatives and
debt instruments. The impact of changes in a counterparty’s credit spreads (known as credit valuation
adjustments) is considered when measuring the fair value of assets and the impact of changes in the
Company’s own credit spreads (known as debit valuation adjustments) is considered when measuring the
fair value of its liabilities. For OTC derivatives, the impact of changes in both the Company’s and the
counterparty’s credit standing is considered when measuring their fair value, based on current credit default
swap prices. The adjustments also take into account contractual factors designed to reduce the Company’s
credit exposure to a counterparty, such as collateral held and master netting agreements.

Fair Value Hierarchy
The levels of the fair value hierarchy are defined as follows:

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 are 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 or 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 ate not cutrent, ot price
quotations vary substantially either over time or among market makers, or in which little information is
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 risk). 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.



CREDIT SUISSE CAPITAL LLC
Notes to Statement of Financial Condition (Continued)
December 31, 2010

3. Fair Value of Assets and Liabilities (Continued)

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 prices in Significant
active markets for Significant other unobservable
identical assets or observable inputs Total at fair
December 31, 2010 liabilities (level 1) inputs (level 2) (level 3) value
Assets (In thousands)
Cash instruments:
Loans............ . 3 — 3 2,715,772 $ 305,827 § 3,021,599
Hybrid OTC instruments.......c.cocovvuveveveerneresreinianns — 683,601 — 683,601
Total debt...vervrrerrerriecrerirecieenes — 3,399,373 305,827 3,705,200
Construction ......ccoeweceins 147,232 — - 147,232
Finance and insurance 3,701,906 35,881 — 3,737,787
Health care and social assistance .........coeeveceuervenenee 269,433 27,740 - 297,173
- INfOLMAtON c.vvvrerreerirercrnrcs e rensesesesesesensense 690,883 5,206 - 696,089
Manufacturing . 2,779,544 5,010 — 2,784,554
Mining, quarrying, and oil and gas extraction....... 1,778,906 10,441 - 1,789,347
- Professional, scientific, and technical services ..... 362,593 — — 362,593
Real estate and rental and leasing .......cccocvverennnne. 1,225,023 - - 1,225,023
Retail trade ..o 581,446 — —_ 581,446
Transportation and warehousing..........ccoccvevenrenns 160,293 — - 160,293
Utilides.... . 333,529 5,156 - 338,685
Other equity instruments 407,827 16 — 407,843
Total equity .......... reererenerertersesteseae s rassenatens 12,438,615 89,450 — 12,528,065
Total cash instruments.... . 12,438,615 3,488,823 305,827 16,233,265
Derivatives contracts:
Interest rate products..... —_ 81,412 192 81,604
Equity/index-related products........oeeevveceereresnnne. 62,449 1,834,292 732,212 2,628,953
Credit products.......ceeeerrvvenirnrenecrcnnnnes — 188,672 8,275 196,947
Netting® : (1,640,884)
Total detivatives CONLLACES ...ocereeeereerervenscreaene 62,449 2,104,376 740,679 1,266,620
Total assets at fair value......cceeervecccnens $ 12,501,064 § 5593,199 $ 1,046,506 § 17,499,885




CREDIT SUISSE CAPITAL LLC
Notes to Statement of Financial Condition (Continued)
December 31, 2010

3. Fair Value of Assets and Liabilities (Continued)

Quoted prices in Significant
active markets for Significant other unobservable
identical assets or observable inputs Total at fair
December 31, 2010 liabilities (level 1) inputs (level 2) (level 3) value
Liabilities (In thousands)
Cash instruments:
Finance and insurance $ 994,897 § —  § — 3 994,897
Information ......cc.euvveeen. 295,783 — — 295,783
Manufacturing .........vevienirecmnimnienseemsecesessesseeces 580,505 — — 580,505
Professional, scientific, and technical services ..... 888,578 — L — 888,578
Transportation and warehousing 857,331 v — — 857,331
UHHHES. .o vucvceererrireniesecreeesseeiseesssesenssssssssssessessssenans 255,897 — — 255,897
Other equity INStIUMENLES ....covererveceeerecenecne 309,381 — — 309,381
Total equity cash instruments..........ccoverevreerenne 4,182,372 — — 4,182,372
Derivatives contracts:
Interest rate products.........coveecreeecercrcunncn. s — 63,944 327 64,271
Equity/index-related products 9,560 . 1,878,062 65,505 1,953,127
Credit products........coocovvvurvivveusiencnennns — 220,844 23,885 244729
(1,776,342)
Total derivatives contracts .... 9,560 2,162,850 89,717 485,785
Structured note payable — 198,071 — 198,071
Total labilities at fair value....ccceeeererenrerervnenen. $ 4191932 § 2,360,921 $ 89,717 § 4,866,228

(1) Derivatives contracts are reported on a gross basis by level. The impact of netting represents an adjustment related to counterparty and cash collateral
netting.

‘Transfers between Level 1 and Level 2

Transfers out of Transfers to level 1
December 31, 2010 level 1 to level 2 out of to level 2
Assets (In thousands)
- Derivatives:

Equity/index-telated Products ......coomeeeeeimreesnssssessmssemssssssssessssssnssenns $ —  § 4,635
Total assets at fair value .....ccceceeeererrecrcnnanene eerseeresestrusterssssesesnnrene $ — 4,635
Liabilities
Detivatives:

Equity/index-related PrOGUICES ........crrmmecersererermmssseessrmssesssesssassssssssssssssssssssesnes % — 3 24,762
‘Total liabilities at fait VAIUE ....ceeererceeerrsreesessrneeressssercesanssssasessossnsessssssenes $ — 24,762

The transfers above are primatily related to options with a matutity of less than six months, which
were determined to be level 1 during the year ended December 31, 2010 as the options moved closer to
expiration. '



CREDIT SUISSE CAPITAL LLC
Notes to Statement of Financial Condition (Continued)
December 31, 2010

3. Fair Value of Assets and Liabilities (Continued)
Qualitative Disclosures of Valuation Techniques
Assets and liabilities

Cash instruments

The Company’s cash instruments consist of interest-bearing securities, loans, hybrids and equity
securities. Interest-bearing securities include debt securities. Equity securities include common equlty shares
and preferred equity shares.

For debt securities for which market prices are not available, valuations are based on yields reflecting
the petceived risk of the issuet and the maturity of the security, recent disposals in the market or other
modeling techniques, which may involve judgment.

The majority of the Company’s positions in equity secutities 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 telative to the issuer’s other credit obligations.

The Company’s cash instruments also consist of hybtid OTC instruments which are instruments that
do not meet the definition of a derivative in their entirety. The fair values of these instruments are
determined on the basis of intetnally developed proprietary models using various inputs that may be
observable or in certain cases unobservable. These inputs include interest rates, underlying stock prices,
volatility and dividends.

All of the mutual funds are based on quoted market prices.

For secondary market loans traded over the counter, the Company generally determines fair value
utlizing internal valuation techniques. Fair values from internal valuation techniques are verified, where
possible, to prices obtained from independent vendors. Vendors compile prices from various sources and
may apply matrix pricing for similar loans where no price is observable. If available, the Company may also
use quoted prices based on recent trading activity of loans with similar characteristics to the loan being
valued.

Derivatives contracts and hybrid OTC’s

Positions in detivatives include both OTC and exchange-traded derivatives. The fair values of
exchange-traded derivatives are typically detived from the obsetvable 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 detivatives involves only a limited degree of subjectivity
because the required inputs are observable in the matketplace. Other, more complex derivatives, 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.

10



CREDIT SUISSE CAPITAL LLC
Notes to Statement of Financial Condition (Continued)
December 31, 2010

3. Fair Value of Assets and Liabilities (Continued)
For further information on the fair value of derivatives as of December 31, 2010 see Note 7.

Fair Value Option
The Company elected fair value for certain of its statement of financial condition captions as follows:

Other assets: The Company has elected to account for certain loans that were purchased from hedge
funds at fair value. The purchase of these loans failed to meet the legal isolation test for a transfer to have
taken place under US GAAP. The Company treats these failed purchases as a financing and classifies them in
other assets in the statement of financial condition. These activities are managed on a fair value basis, thus
fair value accounting is deemed more appropriate for reporting purposes. As of December 31, 2010 there
were no loans remaining that were purchased from hedge funds, which failed to meet the legal isolation test
for a transfer to have taken place under US GAAP.

Structured note payable: The Company entered into a fully funded total return swap with a third
party where the counterparty provided cash to the Company which was used to purchase shares of mutual
funds and exchange traded funds. Under US GAAP this transaction does not qualify as a derivative because it
is fully funded. As a result, this transaction is accounted for as a structured note and is classified in structured
note payable on the statement of financial condition. The fair value of the structured note payable is based on
the value of the underlying mutual funds and exchange traded funds that are traded on public stock
exchanges, for which quoted prices are readily and regularly available. These activities are managed on a fair
value basis, thus fair value accounting is deemed mote appropriate for reporting purposes.

Difference between the fair value and the aggregate unpaid principal balance

Difference
Aggregate between aggregate
Of which at fair unpaid fair value and
December 31, 2010 value principal unpaid principal
Financial instruments (In thousands)
Structured note payable..... i $ 198,071 $ 175,936 § 22,135
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CREDIT SUISSE CAPITAL LLC
Notes to Statement of Financial Condition (Continued)
December 31, 2010

4. Related Party Transactions

The Company is involved in significant financing and other transactions, and has significant related
patty balances with other CSG entities. The Company generally enters into these transactions in the ordinary
course of business and believes that these transactions are generally on market terms that could be obtained
from unrelated third parties. '

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

2010:
ASSETS (In thousands)
Securities bOtrowWed frOm aAffIIAtES ........evevereirersireie ettt ssesssseeascesereesesesesessessessesesesens $ 3,141,168
Receivables f1om affilIates .......cccevevervececviericeeicce et esss e eseseseereseeeessseseessesosssesasanns 23,985
Receivables from brokers, dealers and Other ... eeeeee e 91,961
DELIVALIVES COMIACES. cvuvevrrrerreiresessiesisessessssssssastssisessesesstssssseesessesessessnsensessesssassssessessenseaseesssesssns 27,915
DIfELrEd tAX ASSCEurmurmirirrerurierereteete ettt ess b essss bt etsstss b neseeeeseeas e eeen et esenseeseesteeens 75
TOLAL ASSELS cecvuvreeeurieruerernerersressssssssasss s st a s e saes bbb esbess s b tasssbaseaeesseaeseeeneeaseaseneeenns $ 3,285,104
LIABILITIES

Short-term borrowings from affiiates ..........ooeecemermecceseruieriecunerieneeseesssesssseessesssssssssssnsssns $ 6,620,310
Securities 10aned tO AffIHALES......ccuvecvecieveeeceeerere ettt et see et e st eers e st seaeen 6,561,423
Payables to affiliates and Parent. ... s reseens 90,532
Payables to brokers, dealers and Other.........uucemcureerreerenneeneeeseeessesssssssssesssssssessessssssssenss 5,191
DDELIVALIVES COMIACTS. oururerrureerrreressessesassessessessssstseseessnsssssssssssassssssssssassassssnmesnemsessensesssnsenststossssrss 28,281
Taxes payable (included in other Habilities).........cowcrumeceummrrerecrsmrerenmsemsnreesonesssssssssessesssesassssssnens 40,708
SUDOLAINALEd DOLLOWINES .c..ovvevecerirerieecracrarereieeseiaseissisesssssssssssssssssssssessssssssssssssssssssssssssssassenns 115,000
T Other HADIHHES......ccrverereeienrecerereriesiestsisiesesesses s ssssssesssnssssssessasssssssassessessssmsenseasensensessenseseseseessrees 90
TOtal HADIIHES. couevsiveeecreenereiseirnerearreseessessessssssssssasssssssssssssessessossssnsessrasssasssssssssssssssesssessenees $ 13,461,535

All of the obligations of the Company are guaranteed by CS USA.

As of December 31, 2010, the fair market value of collateral that the Company pledged to affiliates
was §$6.3 billion and the fair market value of collateral that the Company received from securities borrowed
transactions with affiliates was $3.0 billion.

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

All member’s equity of the Company is owned by the Parent.
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CREDIT SUISSE CAPITAL LLC
Notes to Statement of Financial Condition (Continued)
December 31, 2010

5. Receivables from and Payables to Brokers, Dealers and Other

Amounts receivable from and payable to brokers, dealers and other as of December 31, 2010, consist
of the following:

Receivables Payables
(In thousands)
Unsettled regular-way securities trades and fails.......ccooc.evcecerrmcrirvercneccenecrenennene. $ 116,112 § 17,863
Accrued dividends and INEELESt.......vrruerucveereeeeriertenstesres e sessesressessaesseseessesenens 39,319 19,224
Cash collateral deposits due from/to coOunterParties........owmmmcrrissmsrcssensnenenss 147,383 1,777,352
Othet...ovvvrercenes bbbk R eSS s ke Rttt 16,250 —
Total receivables from and payables to brokers, dealets and other................... $ 319,064 § 1,814,439

6. Transfers of Financial Assets

In the normal course of business, the Company’s activities include vatious securities and financial
instrument transactions, including options, collars, VPFs, interest rate, credit default and total return swaps.
The Company may be required to purchase or sell financial instruments at prevailing market prices, which may
not fully cover the obligations of its customers or counterparties. This risk is limited by requiring
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, 2010:

December 31, 2010

 (nmillions)

Fair value of the assets pledged and assigned as collateral by the Company........c...coueevccermumcrrecnen $ 6,322
of which was encumbered.....co.ouirervercrreriemeeeiereseesene st esssesseseesanns 6,322
Fair value of the collateral received by the Company with the right to sell or repledge .............. 4,920
of which Was s0ld Of £EPIEAEM.........crnririceriseriencirmcsrisseseseseseessseresssesessesesesssesssssssssssossess $ 4,179
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CREDIT SUISSE CAPITAL LLC

Notes to Statement of Financial Condition (Continued)

December 31, 2010

7. Derivatives Contracts

The Company, as an OTC Detrivatives Dealer, is engaged in a broad—based OTC derivatives business.
In general, detivatives are contractual agreements that derive their values from the performance of underlying
assets, interest rates, ot a variety of indices. The Company enters into derivative and certain hybrid transactions
for risk management putrposes and to provide products for its clients. Economic hedges arise when the
Company enters into derivative contracts for its own risk management purposes, but the contracts entered
into do not qualify for hedge accounting under US GAAP. See Note 1 for more information.

Fair value of derivative instruments

The table below represents gross detivative fair values, segregated by type of contract. Notionals
have also been provided as an indication of the volume of derivative activity within the Company.

Notional Fair value Fair value
amount assets liabilities
As of December 31, 2010 (In thousands)
SWAPS cvrrvriirrmnrmsisinirsesrsissssesassssesssesssssiens $ 1,642340 § 61,638 § 52,897
Futures ... 2,117,856 —_ —
FOLrWards ..ucvvierveeerninsenennsinsssesersssssssessssssesssisesesssssssessessssssses 1,455,812 19,966 11,374
Interest rate products ......eueeecceeresrecsssnecsssseeasannnssanns 5,216,008 81,604 64,271
FOrwards ...t esssssansensens . 3,680,371 1,064,572 —
SWAPS wevvvrinrrissssimmsinnrierenssnseseass 44,926,524 1,056,518 1,803,700
Options bought and sold (OTC) .......ceeveeerrrenrressssnsensssrinns 2,927,380 441,626 113,988
FUtULES oot seensesssensasssneseene ‘ 123 — —
Options bought and sold (exchange traded) ........ccoouevervenees 531,103 66,237 35,439
Equity/index-related products . 52,065,501 2,628,953 1,953,127
Credit products® ....... teseressensrnnesantasens 5,109,167 196,947 244,729
Total gross derivatives CONIACES ...coerersersesssacsasansens $ 62,390,676 § 2907504 § 2,262,127
Impact of counterparty netting® .........cooooveeerersrisrrssiinnennne: — (1,182,577) (1,182,577)
Impact of cash collateral netting®.........c.coovveeuivrnnnennncen, — (458,307) (593,765)
Total detivatives CONLLACES ....ceeeceeerererssssosserosssansosens $ 62390676 $ 1,266,620 $ 485,785
1) Primarily represents total return swaps on loans.
)] Derivative contracts are reported on a net basis in the statement of financial condition. The impact of netting represents an

adjustment related to counterparty and cash collateral netting,

These financial instruments are included as derivatives contracts in financial instruments owned/sold
not yet purchased, respectively, in the statement of financial condition. Financial instruments related to
futures contracts are included in receivables from brokers, dealers and other and payables to brokers, dealers

and other, respectively, in the statement of financial condition.

Managing the risks

As a result of the Company’s broad involvement in financial products and markets, its trading
strategies ate cotrespondingly diverse and exposures are generally spread across a diversified range of risk
factors. The Company uses an economic capital limit structure to limit overall risk-taking. The level of risk is
further restricted by a variety of specific limits, including controls over trading exposures. Also as part of its
overall risk management, the Company holds a pottfolio of economic hedges. The Company specifically risk
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CREDIT SUISSE CAPITAL LLC
Notes to Statement of Financial Condition (Continued)
December 31, 2010

7. Derivatives Contracts (Continued)

manages its positions with regards to market and credit risk. For market risk it uses tools capable of calculating
comparable exposures across its many activities, as well as focused tools that can specifically model unique
characteristics of certain instruments or portfolios.

Credit derivatives

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 trate cash flows, such as the
London Interbank Offered Rate (“LIBOR”). The undetlying assets for total teturn swaps are loans and
equities. The exposure from these transactions is hedged by purchasing the underlying asset.

8. Subordinated Borrowings and Member’s Equity

‘The Company has a $115 million subordinated financing atrrangement 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-term borrowings. The effective interest rate for these borrowings as of December 31, 2010 was
1.2%.

The borrowings under this agreement qualify as regulatory capital and the agreement includes all
statutory restrictions specified by the SEC’s Uniform Net Capital Rule (SEC Rule 15¢3-1), including restrictive
covenants relating to additional subordinated botrowings and to minimum levels of net capital, as defined, and
member’s equity. To the extent that such borrowings are required for the Company’s continued compliance
with minimum net capital requitements, it may not be repaid.

9. Commitments

The following table sets forth the Company’s commitments that are not derivatives, including the
current portion as of December 31, 2010:

Commitment Expiration Per Period

Less than 13 4-5 Over Total
1 year years years 5 years commitments
(In thousands)
Unfunded lending commitments®..........cccccocuee... $ —§ 210420 § 149,579 $ 11§ 360,010
Total COMMUILMENTS cvevvvrrreereerenssramerseresessasesaes $ —§ 210,420 § 149,579 § 11 § 360,010
@ The Company enters into commitments to extend credit.

10. Guarantees

In the ordinary course of business, the Company enters into guarantee contracts as guarantor. US
GAAP 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. In addition, a guarantor is required 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 guatantee 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.
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CREDIT SUISSE CAPITAL LLC
Notes to Statement of Financial Condition (Continued)
December 31, 2010

10. Guarantees (Continued)

The guarantees 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 following table sets forth the maximum contingent liabilities and carrying amounts associated with
guarantees as of December 31, 2010 by maturity:

Amount of Guarantee

Expiration Per Period
Less than 1 1-3 4-5 Over 5 Total Carrying
year years years years _guarantees amounts
(In thousands)
Credit gUATantees ......wrerrvsensssssnssrens $ 829 § — 3 — 9 — 3 829 § 306
Performance guarantees.......ooerucresecnne. 9,031 1,895 10,401 — 21,327 1,587
Total guarantees .. $ 9860 % 1,895 § 10,401 $ — $ 22,156 $ 1,893

Credit Guarantees

From time to time, the Company enters into contracts that would require it, as the guarantor, to
make payments to the guaranteed party if a third party fails to pay under a credit obligation.

Performance Guarantees

As of December 31, 2010 the Company had $21.3 million of performance guarantees of which $6.3
million was with related parties.

From time to time, the Company enters into contracts that would require it, as the guarantor, to make
payments to the guatanteed patty based on a third party’s failure to perform under an agreement.

The Company provides guarantees in the form of standby letters of credit, which would require the
Company to make payments if certain counterpatties fail to perform under a non-financial obligation.

11. Net Capital

The Company computes its net capital under Appendix F of SEC Rule 15c3-1, which allows for
market risk charges to be calculated using internal value at risk models. As of December 31, 2010, the
Company’s net capital of $990 million, after allowing for market and credit risk exposure of $24 million and §7
million, respectively, was in excess of the minimum net capital requirement by $970 million. As an SEC
registered OTC Derivatives Dealer, the Company does not carty securities accounts for customers and
therefore is exempt from the provisions of SEC Rule 15¢3-3.

The Company is exempt from the provisions of Rule 15¢3-3 under the Securities Exchange Act of
1934 as of December 31, 2010, in that the Company’s activities are limited to those set forth in the conditions
for exemption appearing in paragraph (k)(2)(i).

12. Concentrations of Credit Risk

As an OTC Detivatives Dealer, the Company is engaged in various OTC derivative activities servicing
a diverse group of institutional investors, affiliates and high net worth individuals. A substantial portion of the
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CREDIT SUISSE CAPITAL LLC
Notes to Statement of Financial Condition (Concluded)
December 31, 2010

12. Concentrations of Credit Risk (Continued)

Company’s transactions are executed with and on behalf of institutional investors including other brokers and
dealers and affiliates. 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 contracting derivative transactions and loans with customers and
dealers. The Company uses various 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 a maximum exposure limit for each counterparty, as well as
for groups of counterparties. Furthermore, the Company enters into master netting agreements when feasible
and demands collateral from substantially all counterparties or for certain types of credit transactions. As of
December 31, 2010, the Company did not have any significant concentrations of credit risk.

13. Deferred Taxes

The Company is included in the consolidated federal income tax return 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 recorded a deferred tax asset of $420 thousand as of December 31, 2010 relating to
accrued expenses. As of December 31, 2010, the state and local deferred tax asset of $75 thousand was
included in deferred tax asset in the statement of financial condition. The federal deferred tax asset of $345
thousand is settled through the intercompany accounts at the balance sheet date and was included in other
liabilities in the statement of financial condition.

No valuation allowance is recorded for the federal deferred tax asset of $345 thousand as the amounts
were settled through the intercompany accounts. Based on anticipated future taxable income and tax planning
strategies that would, if necessaty, be implemented, the Company has not recorded a valuation allowance for
its net state and local deferred tax assets of $75 thousand as management believes that the state and local
deferred tax assets as of December 31, 2010 are more likely than not to be realized. However, if estimates of
future taxable income are reduced, the amount of the state and local 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
jutisdictions for the years 1999 and forward. The Company does not anticipate any settlements that would
result in a material change to its statement of financial condition.

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 2 material adverse effect on the
Company’s financial position.

15. Subsequent Events

The Company has evaluated the potential for subsequent events through the date of issuance of the
statement of financial condition on February 28, 2011.
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Schedule 1

CREDIT SUISSE CAPITAL LL.C
Computation of Net Capital
Pursuant to SEC Rule 15¢3-1 Appendix F
As of December 31, 2010
(In thousands)

MEMDEL’S EQUILY wvvunrrrrernrerianisisessensssisssssssi s ceassecssnsssessssesessssesssssssssssssassssssssesssssessssssssssesossssnnns 960,471
Subordinated DOLLOWINGS .......c.vvueureurerrererenresesentsss sttt ssss e st neseesees s seeseaseeseseeens 115,000
TTOMAL e eeeeeeereeeeeneeeeeseeseesessssessseeeeeeeeee s eeeeeeeee e s e oo oo eee oo 1,075,471
Nonallowable assets and miscellaneous capital charges:
INONALLOWEDIE ASSELS....cvrreureerrerrerrerrinitssiesesaes e s eseses s s seseasese e eeeseesseeseesessseseees 49,927
Other deductions and/of ChAarges .........cveueceeeeeureeorrenmsssssnssssssessesss s ssesssesesssssssssssesnns 4,839
TOtAL ettt et a et ee s 54,766
Tentative net capital before market and credit risk €XPOSULE c.ccormmnrvreererreensrrivnnnrrseesrssenserennan. 1,020,705
Market fiSK EXPOSULE .....ccurirueiirrrrcvnsirerinstinsis s s sses s s ssssse s eses e seeseesssesseesssesesens 24,323
Credit FISK EXPOSULE.....coevtmereeereerccrninesiisinsnsissse s sssssssassssssseesessssssssesessesseeseessssesaens 6,662
TOtAL ettt bttt 30,985
INEE CAPILAL ettt sttt s eeeens 989,720
Minimum Capital FEQUIFEIMENT ... vuumueeeemrreesirersseresesssssssssssssssssssasesssssenssesssessssssessssssesssesossesons 20,000
Capital in excess of MINIMUM FEQUITEIMENES coovvvrnrverrrrerrriensireesissesssessssssseoseseesesseesessesseesosesnnos $ 969,720

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, 2010 as
filed on February 9, 2011. Therefore, no reconciliation of the two computations is deemed
necessary.
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KPMG LLP
345 Park Avenue
New York, NY 10154-0102

Report of Independent Registered Public Accounting Firm

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 December 31, 2010 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 and recordation of
differences required by rule 17a-13.

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

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

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.

KPMG LLP, a U.S. limited liability partnership, is the U.S.
member firm of KPMG International, a Swiss cooperative.
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A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in
internal control that is less severe than a material weakness, yet important enough to merit attention by those
charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the entity's financial statements will not be prevented, or
detected and corrected on a timely basis.

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, 2010, 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 LIP

February 28, 2011



