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Loans to banking clients primarily include adjustable-rate residential first-mortgage and HELOC loans. Loans to banking 
clients are recorded at carrying value net of an allowance for credit losses. The fair value of the Company’s loans to banking 
clients is estimated based on market prices for mortgage-backed securities collateralized by similar types of loans. 
 
Loans held for sale include fixed rate residential first-mortgage loans intended for sale. Loans held for sale are recorded at the 
lower of cost or fair value. The fair value of the Company’s loans held for sale is estimated using quoted market prices for 
securities backed by similar types of loans. 
 
Other assets include cost method investments, including the Company’s investment in Federal Home Loan Bank (FHLB) 
stock. The cost method investments’ carrying values approximate their fair values. 
 
Deposits from banking clients: The Company considers the fair value of deposits with no stated maturity, such as deposits 
from banking clients, to be equal to the amount payable on demand as of the balance sheet date. 
 
Long-term debt includes Senior Notes, Medium-Term Notes, and Junior Subordinated Notes, and a finance lease obligation. 
The fair value of the Company’s long-term debt is estimated using indicative, non-binding quotes from independent brokers. 
 
Firm commitments to extend credit: The Company extends credit to banking clients through HELOC commitments. The 
Company considers the fair value of unused HELOC commitments to be not material because the interest rate earned on 
HELOC outstanding balances is based on the Prime rate and resets monthly. Future utilization of HELOC commitments will 
earn a then-current market interest rate. The Company does not charge a fee to maintain a HELOC.  
 
The table below presents the Company’s fair value estimates as of December 31, 2009 and 2008 for financial instruments 
excluding short-term financial assets and liabilities, for which carrying amounts approximate fair value, and excluding 
financial instruments recorded at fair value. 
  
  2009   2008  
 Carrying Fair Carrying Fair 
December 31, Amount Value Amount Value  

Financial Assets: 
Securities held to maturity $ 6,839 $ 6,880 $ 243 $ 244 
Loans to banking clients – net $ 7,348 $ 6,888 $ 6,044 $ 5,389 
Loans held for sale $ 104 $ 107 $ 41 $ 42 

Financial Liabilities: 
Long-term debt $ 1,512 $ 1,580 $ 883 $ 705  
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16. Accumulated Other Comprehensive Loss 
 
Accumulated other comprehensive loss represents cumulative gains and losses that are not reflected in earnings. The 
components of other comprehensive income (loss) are as follows: 
  
   2009   2008   2007  

  Before Tax Net of Before Tax Net of Before Tax Net of 

Year Ended December 31, tax effect tax tax effect tax tax effect tax  

Securities available for sale: 

 Net unrealized gain (loss) arising 

  during the year for Non-OTTI securities $ 539 $ (214) $ 325 $ (955) $ 374 $ (581) $ (29) $ 12 $ (17) 

 Net unrealized loss arising 

  during the year for OTTI securities  (3)  2  (1)  -  -  -  -  -  - 

 OTTI charges recognized in earnings  60  (24)  36  44  (17)  27  -  -  - 

 Reclassification of realized losses 

  to earnings  3  (1)  2  31  (12)  19  59  (25)  34  

Net unrealized gain (loss) on securities 

 available for sale  599  (237)  362  (880)  345  (535)  30  (13)  17  

Net unrealized loss on cash flow 

 hedging instruments   -  -  -  -  -  -  (6)  3  (3)  

Minimum pension liability adjustment  -  -  -  -  -  -  9  (4)  5  

Foreign currency translation adjustment  -  -  -  (1)  -  (1)  -  -  -  

Other comprehensive income (loss)  $ 599 $ (237) $ 362 $ (881) $ 345 $ (536) $ 33 $ (14) $ 19  

 
 
  
 Net unrealized loss Net 
  on securities available for sale  unrealized 
  Portion of Portion of gain Foreign Minimum Total accumulated 
  unrealized loss unrealized loss on cash flow currency pension other 
  on Non-OTTI on OTTI hedging translation liability comprehensive 
  securities securities instruments adjustment adjustment loss  

Balance at December 31, 2006 $ (35) $ - $ 3 $ 1 $ (5) $ (36) 
 Net change  17  -  (3)  -  5  19  
Balance at December 31, 2007  (18)  -  -  1  -  (17) 
 Net change  (535)  -  -  (1)  -  (536)  
Balance at December 31, 2008  (553)  -  -  -  -  (553) 
 Reclassification of OTTI securities  149  (149)  -  -  -  -  
 Other net change  327  35  -  -  -  362  
Balance at December 31, 2009 $ (77) $ (114) $ - $ - $ - $ (191)  
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17. Employee Incentive, Deferred Compensation, and Retirement Plans 
 
A summary of the Company’s stock-based compensation expense and related income tax benefit is as follows: 
  

Year Ended December 31, 2009 2008 2007  
Stock option expense $ 44 $ 28 $ 18 
Restricted stock award expense  27  38  38 
Restricted stock unit expense  1  -  - 
Employee stock purchase plan expense  3  3  2  
Total stock-based compensation expense (1) $ 75 $ 69 $ 58  
Income tax benefit on stock-based compensation expense $ (29)  $ (27) $ (23)  
(1)  Total stock-based compensation expense including discontinued operations was $80 million in 2007. 
 
The Company issues shares for stock options and restricted stock awards from treasury stock. At December 31, 2009, the 
Company was authorized to grant up to 25 million common shares under its existing stock incentive plans. 
 
As of December 31, 2009, there was $172 million of total unrecognized compensation cost, net of forfeitures, related to 
outstanding stock options, restricted stock awards, and restricted stock units, which is expected to be recognized through 2013 
with a remaining weighted-average period of 2.8 years. 
 
Stock Option Plans 
 
The Company’s stock incentive plans provide for granting options to employees, officers, and directors. Options are granted 
for the purchase of shares of common stock at an exercise price not less than market value on the date of grant, and expire 
within seven or ten years from the date of grant. Options generally vest annually over a three- to four-year period from the 
date of grant. Certain options are granted at an exercise price above the market value of common stock on the date of grant 
(i.e., premium-priced options). 
 
The Company’s stock option activity (including options held by employees of discontinued operations) is summarized below: 
  
   Weighted- 
  Weighted- Average 
  Average Remaining Aggregate 
 Number Exercise Price Contractual Intrinsic 
 of Options per Share Life (in years) Value  

Outstanding at December 31, 2008 56 $ 18.48   
 Granted 14 $ 14.98     
 Exercised (5) $ 11.62     
 Forfeited (2) $ 18.79     
 Expired (6) $ 26.09     
Outstanding at December 31, 2009 57 $ 17.30 5.01 $ 171  

Vested and expected to vest at December 31, 2009 53 $ 17.30 4.74 $ 161  

Vested and exercisable at December 31, 2009 34 $ 17.11 2.71 $ 120  

 
The aggregate intrinsic value in the table above represents the difference between CSC’s closing stock price and the exercise 
price of each in-the-money option on the last trading day of the period presented. 
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Information on stock options granted and exercised is presented below: 
  

Year Ended December 31, 2009 2008 2007  

Weighted-average fair value of options granted per share $ 6.42 $ 7.94 $ 7.06 
Cash received from options exercised $ 53 $ 131 $ 414 
Tax benefit realized on options exercised $ 8 $ 48 $ 97 
Aggregate intrinsic value of options exercised $ 25 $ 127 $ 244  
 
Management uses a binomial option pricing model to estimate the fair value of options granted. The binomial model takes 
into account the contractual term of the stock option, expected volatility, dividend yield, and risk-free interest rate. Expected 
volatility is based on the implied volatility of publicly-traded options on CSC’s stock. Dividend yield is based on the average 
historical CSC dividend yield. The risk-free interest rate is based on the yield of a U.S. Treasury zero-coupon issue with a 
remaining term equal to the contractual term of the option. Management uses historical option exercise data, which includes 
employee termination data to estimate the probability of future option exercises. Management uses the Black-Scholes model 
to solve for the expected life of options valued with the binomial model presented below. The assumptions used to value the 
Company’s options granted during the years presented and their expected lives were as follows: 
  

Year Ended December 31, 2009 2008 2007  

Weighted-average expected dividend yield .58% .51% .46% 
Weighted-average expected volatility 52% 44% 35% 
Weighted-average risk-free interest rate 3.0% 3.9% 4.2% 
Expected life (in years)   1.4 – 5.3 2.7 – 5.0 2.8 – 7.2  
 
Restricted Stock Plans 
 
The Company’s stock incentive plans provide for granting restricted stock awards and restricted stock units to employees, 
officers, and directors. Restricted stock units are awards that entitle the holder to receive shares of CSC’s common stock 
following a vesting period. 
 
Restricted stock awards and units are restricted from transfer or sale and generally vest annually over a three- to four-year 
period, but some vest based upon the Company achieving certain financial or other measures. The fair value of restricted 
stock awards and units is based on the market price of the Company’s stock on the date of grant and is amortized to 
compensation expense on a straight-line basis over the requisite service period. The total fair value of the restricted stock 
awards (including awards held by employees of discontinued operations in 2007) that vested during each of the years 2009, 
2008, and 2007 was $28 million, $41 million, and $96 million, respectively. 
 
The Company’s restricted stock awards and units activity is summarized below: 
  
  Restricted Stock Awards   Restricted Stock Units  
  Weighted-  Weighted-  
  Average Grant  Average Grant 
 Number Date Fair Value Number Date Fair Value 
 of Shares per Share of Units per Unit  

Outstanding at December 31, 2008 5 $ 19.64 - $ - 
 Granted  - $ - 2 $ 17.28 
 Vested (2) $ 18.97 - $ - 
 Forfeited - $ - - $ -  
Outstanding at December 31, 2009 3 $ 19.95 2 $ 17.28  
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Employee Stock Purchase Plan 
 
Under the Company’s Employee Stock Purchase Plan (ESPP), eligible employees can purchase shares of CSC’s common 
stock using amounts withheld through payroll deductions subject to limitations. Payroll deductions are accumulated during six 
month offering periods that start each year on February 1st and August 1st. The purchase price for each share of common stock 
is 85% of the fair market value of the shares on the last trading day of the offering period. At December 31, 2009, the 
Company had 48 million shares reserved for future issuance under the ESPP.  
 
Other Deferred Compensation Plans 
 
The Company sponsors deferred compensation plans for eligible officers and non-employee directors. The Company’s 
deferred compensation plan for officers permits participants to defer the receipt of certain cash compensation. The deferred 
compensation liability was $142 million and $121 million at December 31, 2009 and 2008, respectively. The Company’s 
deferred compensation plan for non-employee directors permits participants to defer receipt of all or a portion of their 
directors’ fees and to receive either a grant of stock options, or upon ceasing to serve as a director, the number of shares of 
CSC’s common stock that would have resulted from investing the deferred fee amount into CSC’s common stock.  
 
Retirement Plan 
 
Upon completing three months of consecutive service, employees of the Company may participate in the Company’s qualified 
retirement plan, the SchwabPlan® Retirement Savings and Investment Plan. The Company may match certain employee 
contributions or make additional contributions to this plan at its discretion. The Company’s total contribution expense was 
$49 million, $53 million, and $52 million in 2009, 2008, and 2007, respectively. 
 
Long-term Incentive Plan 
 
Eligible officers received LTIP units under the Company’s long-term incentive program. These awards were restricted from 
transfer or sale and vested annually over a three- to four-year performance period. The cash payout of the LTIP units was 
made following the end of the performance period based upon the Company’s achievement of certain cumulative EPS levels. 
The last performance period under this incentive program ended on December 31, 2008. 
 
LTIP unit information (including units held by employees of discontinued operations) is as follows: 
  

  2008 2007  

LTIP units outstanding at year end    33  72 
LTIP unit compensation expense   $ 19 $ 88 
LTIP liability at year end   $ 90 $ 190  
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18. Taxes on Income 
 
Income tax expense on income from continuing operations is as follows: 
  

Year Ended December 31, 2009 2008 2007  

Current: 
 Federal $ 400 $ 584 $ 441 
 State  73  117  117  
  Total current  473  701  558  

Deferred: 
 Federal  12  79  144 
 State  4  18  31  
  Total deferred  16  97  175  
Taxes on income $ 489 $ 798 $ 733  
 
The excess tax benefits from the exercise of stock options and the vesting of restricted stock awards, which for accounting 
purposes are recorded in additional paid-in capital, were $8 million, $50 million, and $108 million in 2009, 2008, and 2007, 
respectively. 
 
Income tax expense from discontinued operations was $18 million in 2008 and related to the determination of the final 
income tax gain on the sale of U.S. Trust. The net income tax expense from discontinued operations was $691 million in 
2007, which included $763 million of income tax expense related to income from discontinued operations and the gain on 
sale of U.S. Trust, offset by a $72 million income tax benefit related to the excess of the tax basis of U.S. Trust stock over 
book basis.  
 
The temporary differences that created deferred tax assets and liabilities are detailed below: 
  

December 31, 2009 2008  

Deferred tax assets: 
 Employee compensation, severance, and benefits $ 91 $ 97 
 Facilities lease commitments  69  70 
 State and local taxes  15  30 
 Reserves and allowances  36  36 
 Unrealized loss on securities available for sale – net  144  357 
 Other  4  6  
  Total deferred tax assets  359  596  

Deferred tax liabilities: 
 Capitalized internal-use software development costs  (42)  (52) 
 Depreciation and amortization  (33)  (21) 
 Deferred cancellation of debt income  (11)  - 
 Deferred loan costs  (20)  (21) 
 Other  (4)  -  
  Total deferred tax liabilities  (110)  (94)  
Deferred tax asset – net $ 249 $ 502  
 
The Company determined that no valuation allowance against deferred tax assets at December 31, 2009 and 2008 was 
necessary. 
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The effective income tax rate on income from continuing operations before taxes differs from the amount computed by 
applying the federal statutory income tax rate as follows: 
  

Year Ended December 31, 2009 2008 2007  

Federal statutory income tax rate 35.0% 35.0% 35.0% 
State income taxes, net of federal tax benefit 3.7 4.4 5.3 
Other (0.4) (0.1) (0.7)  
 Effective income tax rate 38.3% 39.3% 39.6%  
 
The effective income tax rate including discontinued operations was 40.2% in 2008 and 37.2% in 2007. The difference 
between the effective income tax rate on income from continuing operations and the effective income tax rate including 
discontinued operations was primarily due to the $18 million income tax expense in 2008 and the $72 million income tax 
benefit in 2007 discussed above. 
 
The Company’s unrecognized tax benefits, which are included in accrued expenses and other liabilities, represent the 
difference between positions taken on tax return filings and estimated potential tax settlement outcomes. Resolving these 
uncertain tax matters in the Company’s favor would reduce income tax expense from continuing operations by $7 million, net 
of federal tax benefit. A reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows: 
  

 2009 2008  

Balance at beginning of year $ 12 $ 7
 Additions for tax positions of prior years  4  8 
 Reductions for tax positions of prior years  (4)  (2) 
 Reductions due to lapse of statue of limitations  (2)  - 
 Settlements  -  (1)  
Balance at end of year $ 10 $ 12  
 
The Company recognizes interest and penalties related to unrecognized tax benefits in taxes on income. Interest charges for 
the years ended December 31, 2009, 2008, and 2007 were not material. At December 31, 2009 and 2008, the Company had a 
liability for estimated interest on the unrecognized tax benefits of $2 million and $3 million, respectively.  
 
CSC and its subsidiaries file income tax returns in the federal jurisdiction, as well as most state and applicable local 
jurisdictions and are subject to routine examinations by the respective taxing authorities. Federal return audits have been 
completed through 2005.  
 
 



THE CHARLES SCHWAB CORPORATION 
Notes to Consolidated Financial Statements 

(Tabular Amounts in Millions, Except Per Share Data, Option Price Amounts, Ratios, or as Noted) 

 

 - 74 -

19. Earnings Per Share 
 
Basic EPS is computed by dividing net income available to common shareholders by the weighted-average number of 
common shares outstanding during the period. The computation of diluted EPS is similar to the computation of basic EPS 
except that the denominator is increased to include the number of additional common shares that would have been outstanding 
if dilutive potential common shares had been issued. Dilutive potential common shares are determined using the treasury 
stock method, and include outstanding stock options and unvested restricted stock awards and units. EPS under the basic and 
diluted computations are as follows:  
  

Year Ended December 31, 2009 2008 2007  

Net income available to common shareholders (1) $ 787 $ 1,212 $ 2,407  
Weighted-average common shares outstanding — basic  1,156  1,148  1,208  
Common stock equivalent shares related to stock incentive plans  4  9  14  
Weighted-average common shares outstanding — diluted (2)  1,160  1,157  1,222  

Basic EPS: 
Income from continuing operations $ .68  $ 1.07 $ .93  
(Loss) income from discontinued operations, net of tax $  - $ (.01) $ 1.05  
Net income $ .68 $ 1.06 $ 1.98  

Diluted EPS: 
Income from continuing operations  $ .68  $ 1.06 $ .92  
(Loss) income from discontinued operations, net of tax $  - $ (.01) $ 1.04  
Net income $ .68 $ 1.05 $ 1.96  
(1) Net income available to participating securities (unvested restricted shares) was not material for the years ended 

December 31, 2009, 2008, and 2007. 
(2) Total antidilutive stock options and restricted stock awards excluded from the calculation of diluted EPS were 53 million, 

33 million, and 39 million shares for the years ended December 31, 2009, 2008, and 2007, respectively. 
 
 
20. Regulatory Requirements 
 
CSC is a savings and loan holding company and Schwab Bank, CSC’s depository institution subsidiary, is a federal savings 
bank. CSC and Schwab Bank are both subject to supervision and regulation by the Office of Thrift Supervision. As a savings 
and loan holding company, CSC is not subject to specific statutory capital requirements. However, CSC is required to 
maintain capital that is sufficient to support the holding company and its subsidiaries’ business activities, and the risks 
inherent in those activities. 
 
Schwab Bank is subject to regulation and supervision and to various requirements and restrictions under federal and state 
laws, including regulatory capital guidelines. Among other things, these requirements govern transactions with CSC and its 
non-depository institution subsidiaries, including loans and other extensions of credit, investments or asset purchases, 
dividends and investments. The federal banking agencies have broad powers to enforce these regulations, including the power 
to terminate deposit insurance, impose substantial fines and other civil and criminal penalties, and appoint a conservator or 
receiver. Under the Federal Deposit Insurance Act, Schwab Bank could be subject to restrictive actions if it were to fall within 
one of the lowest three of five capital categories. Schwab Bank is required to maintain a capital level that at least equals 
minimum capital levels specified in federal banking laws and regulations. Failure to meet the minimum levels will result in 
certain mandatory and possibly additional discretionary actions by the regulators that, if undertaken, could have a direct 
material effect on Schwab Bank. At December 31, 2009, CSC and Schwab Bank met the capital level requirements. 
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The regulatory capital and ratios for Schwab Bank are as follows: 
  
   Minimum Capital Minimum to be 
  Actual Requirement  Well Capitalized  
 Amount Ratio Amount Ratio Amount Ratio  

December 31, 2009 
 Tier 1 Capital $ 2,724 18.3% $ 595 4.0% $ 893 6.0% 
 Total Capital $ 2,770 18.6% $ 1,191 8.0% $ 1,488 10.0% 
 Tier 1 Leverage $ 2,724 6.3% $ 1,737 4.0% $ 2,171 5.0% 
 Tangible Equity $ 2,724 6.3% $ 868 2.0%  N/A  

December 31, 2008 
 Tier 1 Capital $ 1,650 15.3% $ 432 4.0% $ 647 6.0% 
 Total Capital $ 1,671 15.5% $ 863 8.0% $ 1,079 10.0% 
 Tier 1 Leverage $ 1,650 6.4% $ 1,037 4.0% $ 1,296 5.0% 
 Tangible Equity $ 1,650 6.4% $ 518 2.0%  N/A   
N/A Not applicable. 

 
Based on its regulatory capital ratios at December 31, 2009 and 2008, Schwab Bank is considered well capitalized (the 
highest category) pursuant to banking regulatory guidelines. There are no conditions or events since December 31, 2009, that 
management believes have changed Schwab Bank’s capital category. 
 
The Board of Governors of the Federal Reserve System requires Schwab Bank to maintain reserve balances at the Federal 
Reserve Bank based on certain deposit levels. Schwab Bank’s average reserve requirement was $628 million in 2009 and 
$284 million in 2008. 
 
Schwab is subject to Rule 15c3-1 under the Securities Exchange Act of 1934 (the Uniform Net Capital Rule). Schwab 
computes net capital under the alternative method permitted by the Uniform Net Capital Rule. This method requires the 
maintenance of minimum net capital, as defined, of the greater of 2% of aggregate debit balances arising from client 
transactions or a minimum dollar requirement, which is based on the type of business conducted by the broker-dealer. At 
December 31, 2009, 2% of aggregate debits was $192 million, which exceeded the minimum dollar requirement for Schwab 
of $250,000. At December 31, 2009, Schwab’s net capital was $1.1 billion (11% of aggregate debit balances), which was 
$868 million in excess of its minimum required net capital and $580 million in excess of 5% of aggregate debit balances. 
Under the alternative method, a broker-dealer may not repay subordinated borrowings, pay cash dividends, or make any 
unsecured advances or loans to its parent company or employees if such payment would result in net capital of less than 5% 
of aggregate debit balances or less than 120% of its minimum dollar requirement. 
 
Schwab is also subject to Rule 15c3-3 under the Securities Exchange Act of 1934, which requires Schwab to maintain cash or 
qualified securities in a segregated reserve account for the exclusive benefit of clients. In accordance with Rule 15c3-3, 
Schwab had portions of its cash and investments segregated for the exclusive benefit of clients at December 31, 2009. 
Amounts included in cash and investments segregated and on deposit for regulatory purposes represent actual balances on 
deposit, whereas cash and investments required to be segregated and on deposit for regulatory purposes at December 31, 2009 
and 2008 were $18.9 billion and $14.5 billion, respectively. On January 5, 2010, and January 5, 2009, the Company deposited 
a net amount of $1.0 billion and $216 million, respectively, into its segregated reserve bank accounts. 
 
 
21. Segment Information 
 
Operating segments are defined as components of a company in which separate financial information is evaluated regularly by 
the chief operating decision maker, or decision-making group, in deciding how to allocate resources and in assessing 
performance. The Company structures its operating segments according to its various types of clients and the services 
provided to those clients. The Company’s two reportable segments are Investor Services and Institutional Services. 
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The Investor Services segment includes the Company’s retail brokerage and banking operations. The Institutional Services 
segment provides custodial, trading, and support services to independent investment advisors, as well as retirement plan 
services, plan administrator services, equity compensation plan services, and mutual fund clearing services. In addition, the 
Institutional Services segment supports the availability of Schwab proprietary mutual funds and collective trust funds on 
third-party platforms. 
 
The accounting policies of the segments are the same as those described in note “2 – Summary of Significant Accounting 
Policies.” Financial information for the Company’s reportable segments is presented in the following table. For the 
computation of its segment information, the Company utilizes an activity-based costing model to allocate traditional income 
statement line item expenses (e.g., compensation and benefits, depreciation and amortization, and professional services) to the 
business activities driving segment expenses (e.g., client service, opening new accounts, or business development) and a 
funds transfer pricing methodology to allocate certain revenues. 
 
The Company evaluates the performance of its segments on a pre-tax basis, excluding items such as impairment charges on 
non-financial assets, discontinued operations, extraordinary items, and other significant restructuring charges. Segment assets 
and liabilities are not disclosed because the balances are not used for evaluating segment performance and deciding how to 
allocate resources to segments. However, capital expenditures are used in resource allocation and are therefore disclosed. 
There are no revenues from transactions with other segments within the Company. Capital expenditures are reported gross, 
and are not net of proceeds from the sale of fixed assets. 
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Selected financial information for the Company’s reportable segments is presented in the following table: 
  

Year Ended December 31, 2009 2008 2007  

Net revenues: 
Investor Services $ 2,710 $ 3,385 $ 3,352 
Institutional Services  1,483  1,754  1,627 
Unallocated  -  11  15 
 Total net revenues $ 4,193 $ 5,150 $ 4,994  

Net interest revenue: 
Investor Services $ 1,024 $ 1,383 $ 1,337 
Institutional Services  183  281  315 
Unallocated  -  1  (5)  
 Total net interest revenue $ 1,207 $ 1,665 $ 1,647  

Income from continuing operations before taxes on income: 
Investor Services $ 804 $ 1,278 $ 1,237 
Institutional Services  554  753  621 
Unallocated  (82)  (3)  (5)  
Income from continuing operations before taxes on income   1,276  2,028  1,853 
Taxes on income  (489)  (798)  (733) 
(Loss) income from discontinued operations, net of tax  -  (18)  1,287  
Net Income $ 787 $ 1,212 $ 2,407  

Capital expenditures: 
Investor Services $ 95 $ 125 $ 111 
Institutional Services  44  70  54 
Unallocated  -  1  3  
 Total capital expenditures $ 139 $ 196 $ 168  

Depreciation and amortization:  
Investor Services $ 100 $ 100 $ 98 
Institutional Services  59  52  40 
Unallocated  -  -  18  
 Total depreciation and amortization $ 159 $ 152 $ 156  
 
Fees received from Schwab’s proprietary mutual funds represented approximately 23%, 24%, and 23% of the Company’s net 
revenues in 2009, 2008, and 2007, respectively. Except for Schwab’s proprietary mutual funds, which are considered a single 
client for purposes of this computation, no single client accounted for more than 10% of the Company’s net revenues in 2009, 
2008, or 2007. Substantially all of the Company’s revenues and assets are generated or located in the U.S. The percentage of 
Schwab’s total client accounts located in California was approximately 24% at December 31, 2009, 2008, and 2007. 
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Net revenues categorized by similar products and services are shown in the following table: 
  

Year Ended December 31, 2009 2008 2007  

Mutual fund service fees $ 1,503 $ 1,917 $ 1,892 
Investment management and trust fees  273  340  378 
Other asset management and administration fees  99  98  88 
Interest revenue  1,428  1,908  2,270  
Interest expense  (221)  (243)  (623) 
Commissions  884  915  755 
Principal transactions  112  165  105 
Net impairment losses on securities  (60)  (44)  - 
Other  175  94  129  
 Total net revenues $ 4,193 $ 5,150 $ 4,994  
 
The carrying amount of goodwill, as allocated to the Company’s reportable segments for purposes of testing goodwill for 
impairment, is presented in the following table: 
  

December 31, 2009 2008  

Investor Services $ 416 $ 416 
Institutional Services  112  112  
 Total goodwill $ 528 $ 528  
 
 
22. Discontinued Operations 
 
In July 2007, the Company sold all of the outstanding common stock of U.S. Trust for $3.3 billion in cash. The components 
of (loss) income from discontinued operations related to U.S. Trust are as follows: 
  

Year Ended December 31,  2008 2007  

Net revenues   $ - $ 446  
Income from discontinued operations, before taxes   $ - $ 116 
Gain on sale of U.S. Trust, before taxes    -  1,862 
Taxes on income    (18)  (691)  
(Loss) income from discontinued operations, net of tax   $ (18) $ 1,287  

 
When calculating the Company’s gain on the sale of U.S. Trust for income tax purposes, the acquisition date tax basis is the 
basis of U.S. Trust’s prior stockholders in their shares as of the date U.S. Trust was acquired by the Company, since the 
transaction qualified as a tax-free exchange. In 2006, the Company recorded a $205 million income tax benefit related to the 
estimated difference between the tax and book bases of the Company’s U.S. Trust stock. This amount was included in income 
from discontinued operations, net of tax, on the Company’s consolidated statements of income. This initial estimate of the tax 
benefit was based on publicly available information, including information on the composition of U.S. Trust’s stockholders at 
the acquisition date and the market price of U.S. Trust stock during relevant periods, and was subject to adjustment following 
a survey of former U.S. Trust stockholders. The Company completed the survey in the third quarter of 2007. Based upon the 
results of this survey, the Company recorded an additional $72 million income tax benefit in 2007. The IRS completed their 
examination of the acquisition date tax basis under a pre-filing agreement in the second quarter of 2008. In connection with 
the determination of the final income tax gain on the sale of U.S. Trust, the Company recorded additional tax expense of 
$18 million in the second quarter of 2008. This amount was recorded in loss from discontinued operations. 
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23. Subsequent Event 
 
On January 26, 2010, the Company completed the sale of 29,670,300 shares of its common stock, $.01 par value, at a public 
offering price of $19.00 per share. Net proceeds received from the offering were $543 million and will be used to support the 
Company’s balance sheet growth, including expansion of its deposit base and potential migration of certain client balances 
from money market funds into Schwab Bank. 
 
 
24. The Charles Schwab Corporation – Parent Company Only Financial Statements  
 
Condensed Statements of Income 
  

Year Ended December 31, 2009 2008 2007  

 Interest revenue $ 8 $ 27 $ 68 
 Interest expense  (66)  (54)  (34)  

Net interest revenue  (58)  (27)  34 
Other revenues  33  9  13 
Other expenses  (15)  7  (20)  
(Loss) income before income tax benefit (expense) and equity in  
 earnings of subsidiaries  (40)  (11)  27  
Income tax benefit (expense)  16  2  (9)  
(Loss) income from continuing operations before equity in earnings of  
 subsidiaries  (24)  (9)  18 
Equity in earnings of subsidiaries: 
 Equity in undistributed earnings of subsidiaries  228  251  548 
 Dividends from Schwab Bank  -  -  65 
 Dividends from non-banking subsidiaries  583  988  489  
Income from continuing operations  787  1,230  1,120 
Equity in undistributed earnings of subsidiaries – discontinued operations  -  -  32 
Dividends from discontinued operations  -  -  40 
Tax expense from discontinued operations  -  (18)  (657) 
Income from discontinued operations  -  -  1,872  
Net Income $ 787 $ 1,212 $ 2,407  
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Condensed Balance Sheets 
  

December 31,  2009 2008  

Assets 
Cash and cash equivalents $ 875 $ 755 
Receivables from brokers, dealers, and clearing organizations  11  34 
Receivables from subsidiaries  74  81 
Other securities owned – at fair value  513  109 
Loans to non-banking subsidiaries  220  373 
Investment in non-banking subsidiaries  2,319  2,437  
Investment in Schwab Bank  2,549  1,096 
Equipment, office facilities, and property – net  5  6 
Other assets  130  133  
 Total $ 6,696 $ 5,024  

Liabilities and Stockholders’ Equity 
Accrued expenses and other liabilities $ 177 $ 178 
Payables to subsidiaries  45  19 
Long-term debt  1,401  766  
Total liabilities  1,623  963  
Stockholders’ equity  5,073  4,061  
 Total $ 6,696 $ 5,024  
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Condensed Statements of Cash Flows 
  

Year Ended December 31, 2009 2008 2007  

Cash Flows from Operating Activities 
Net income  $ 787 $ 1,212 $ 2,407 
Adjustments to reconcile net income to net cash provided 
 by operating activities:        
 Loss (gain) from discontinued operations, net of tax  -  19  (1,215) 
 Equity in undistributed earnings of subsidiaries  (253)  (251)  (548) 
 Equity in undistributed earnings of subsidiaries –  
  discontinued operations   -  -  (32) 
 Excess tax benefits from stock-based compensation  (8)  (50)  (108) 
 Provision for deferred income taxes   20  48  192
 Other   (27)  2  (6) 
Net change in: 
 Receivables from brokers, dealers, and clearing organizations  23  (34)  - 
 Other securities owned   (404)  (17)  - 
 Other assets   (16)  (52)  52 
 Accrued expenses and other liabilities  (1)  (85)  (647)  
Net cash provided by operating activities  121  792  95  

Cash Flows from Investing Activities 
Due from (to) subsidiaries – net   279  (94)  122 
Purchase of equipment, office facilities, and property  -  (2)  (5) 
(Increase) decrease in investments in subsidiaries  (725)  (330)  14 
Cash payments for business combinations 
 and investments, net of cash received  -  -  (116) 
Proceeds from sale of subsidiary   -  -  3,237  
Net cash (used for) provided by investing activities  (446)  (426)  3,252  

Cash Flows from Financing Activities 
Issuance of long-term debt  747  -  549 
Repayment of long-term debt  (76)  (15)  (38) 
Excess tax benefits from stock-based compensation  8  50  108 
Dividends paid  (279)  (253)  (1,500) 
Purchase of treasury stock  -  (350)  (2,742) 
Proceeds from stock options exercised and other  53  131  414  
Other financing activities  (8)  (1)  (7)  
Net cash provided by (used for) financing activities  445  (438)  (3,216)  
Increase (decrease) in Cash and Cash Equivalents  120  (72)  131 
Cash and Cash Equivalents at Beginning of Year  755  827  696  
Cash and Cash Equivalents at End of Year $ 875 $ 755 $ 827  
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25. Quarterly Financial Information (Unaudited) 
  
 Fourth Third Second First 
 Quarter Quarter Quarter Quarter  

Year Ended December 31, 2009: 
Net Revenues $ 986 $ 1,011 $ 1,085 $ 1,111 
Expenses Excluding Interest $ 720 $ 691 $ 750 $ 756 
Net Income $ 164 $ 200 $ 205 $ 218 
Weighted Average Common Shares – Diluted  1,163  1,163  1,160  1,156 
Basic Earnings Per Share  $ .14 $ .17 $ .18 $ .19 
Diluted Earnings Per Share $ .14 $ .17 $ .18 $ .19 
Dividends Declared Per Common Share $ .06 $ .06 $ .06 $ .06 
Range of Common Stock Price Per Share:     
 High $ 19.49 $ 19.45 $ 18.92 $ 16.63 
 Low $ 16.94 $ 16.47 $ 15.31 $ 11.34 
Range of Price/Earnings Ratio (1): 
 High  29  24  21  17 
 Low  25  20  17  12  

Year Ended December 31, 2008: 
Net Revenues  $ 1,284 $ 1,251 $ 1,308 $ 1,307 
Expenses Excluding Interest  $ 777 $ 752 $ 794 $ 799 
Net Income $ 308 $ 304 $ 295 $ 305 
Weighted Average Common Shares – Diluted  1,158  1,158  1,154  1,159 
Basic Earnings Per Share (2) $ .27 $ .26 $ .26 $ .27 
Diluted Earnings Per Share (2) $ .27 $ .26 $ .26 $ .26 
Dividends Declared Per Common Share $ .06 $ .06 $ .05 $ .05 
Range of Common Stock Price Per Share: 
 High $ 24.37 $ 26.00 $ 22.78 $ 24.78 
 Low $ 14.59 $ 18.78 $ 18.31 $ 18.04 
Range of Price/Earnings Ratio (1): 
 High  23  25  11  12 
 Low  14  18  9  9  
(1) Price/earnings ratio is computed by dividing the high and low market prices by diluted earnings per share for the 

preceding 12-month period ending on the last day of the quarter presented. 
(2) In the second quarter of 2008, both basic and diluted earnings per share include loss from discontinued operations. 
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To the Board of Directors and Stockholders of The Charles Schwab Corporation: 
 
We have audited the accompanying consolidated balance sheets of The Charles Schwab Corporation and subsidiaries (the Company) as of 
December 31, 2009 and 2008, and the related consolidated statements of income, stockholders’ equity, and cash flows for each of the three 
years in the period ended December 31, 2009. Our audits also included the financial statement schedule of the Company on page F-2. We 
also have audited the Company’s internal control over financial reporting as of December 31, 2009, based on criteria established in Internal 
Control – Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. The Company’s 
management is responsible for these financial statements and financial statement schedule, for maintaining effective internal control over 
financial reporting, and for its assessment of the effectiveness of internal control over financial reporting, included in Management’s Report 
on Internal Control over Financial Reporting. Our responsibility is to express an opinion on these financial statements and financial 
statement schedule and an opinion on the Company’s internal control over financial reporting based on our audits. 
 
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement and whether effective internal control over financial reporting was maintained in all material respects. Our audits of 
the financial statements included 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, and evaluating the overall financial statement 
presentation. Our audit of internal control over financial reporting included obtaining an understanding of internal control over financial 
reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating effectiveness of internal control 
based on the assessed risk. Our audits also included performing such other procedures as we considered necessary in the circumstances. We 
believe that our audits provide a reasonable basis for our opinions. 
 
A company’s internal control over financial reporting is a process designed by, or under the supervision of, the company’s principal 
executive and principal financial officers, or persons performing similar functions, and effected by the company’s board of directors, 
management, and other personnel to provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting principles. A company’s internal control over 
financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately 
and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are 
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles and that 
receipts and expenditures of the company are being made only in accordance with authorizations of management and directors of the 
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of 
the company’s assets that could have a material effect on the financial statements. 
 
Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper 
management override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely basis. Also, 
projections of any evaluation of the effectiveness of the internal control over financial reporting to future periods are subject to the risk that 
the controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may 
deteriorate. 
 
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of the 
Company as of December 31, 2009 and 2008, and the results of their operations and their cash flows for each of the three years in the 
period ended December 31, 2009, in conformity with accounting principles generally accepted in the United States of America. Also, in our 
opinion, such financial statement schedule, when considered in relation to the basic consolidated financial statements taken as a whole, 
presents fairly, in all material respects, the information set forth therein. Also, in our opinion, the Company maintained, in all material 
respects, effective internal control over financial reporting as of December 31, 2009, based on the criteria established in Internal Control – 
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.  
 
/s/ Deloitte & Touche LLP  
San Francisco, California 
February 24, 2010 
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Management’s Report on Internal Control Over Financial Reporting 
 
Management of The Charles Schwab Corporation, together with its subsidiaries (the Company), is responsible for establishing 
and maintaining adequate internal control over financial reporting. The Company’s internal control over financial reporting is 
a process designed under the supervision of and effected by the Company’s chief executive officer and chief financial officer 
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of published financial 
statements in accordance with accounting principles generally accepted in the United States of America.  
 
As of December 31, 2009, management conducted an assessment of the effectiveness of the Company’s internal control over 
financial reporting based on the framework established in Internal Control – Integrated Framework issued by the Committee 
of Sponsoring Organizations of the Treadway Commission. Based on this assessment, management has determined that the 
Company’s internal control over financial reporting was effective as of December 31, 2009. 
  
The Company’s internal control over financial reporting includes policies and procedures that pertain to the maintenance of 
records that, in reasonable detail, accurately and fairly reflect transactions and dispositions of assets; provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with 
accounting principles generally accepted in the United States of America, and that receipts and expenditures are being made 
only in accordance with authorizations of management and the directors of the Company; and provide reasonable assurance 
regarding prevention or timely detection of unauthorized acquisition, use or disposition of the Company’s assets that could 
have a material effect on the Company’s financial statements. 
  
The Company’s internal control over financial reporting as of December 31, 2009 has been audited by Deloitte & Touche 
LLP, an independent registered public accounting firm, as stated in their report appearing on the previous page. 
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial 

Disclosure 
 
None. 
 
 
Item 9A. Controls and Procedures 
 
Evaluation of disclosure controls and procedures: The management of the Company, with the participation of the Company’s 
Chief Executive Officer and Chief Financial Officer, has evaluated the effectiveness of the Company’s disclosure controls 
and procedures (as defined in Rule 13a-15(e) under the Securities Exchange Act of 1934) as of December 31, 2009. Based on 
this evaluation, the Company’s Chief Executive Officer and Chief Financial Officer have concluded that the Company’s 
disclosure controls and procedures were effective as of December 31, 2009. 
 
Changes in internal control over financial reporting: No change in the Company’s internal control over financial reporting 
(as defined in Rule 13a-15(f) under the Securities Exchange Act of 1934) was identified during the quarter ended 
December 31, 2009, that has materially affected, or is reasonably likely to materially affect, the Company’s internal control 
over financial reporting.  
 
Management’s Report on Internal Control Over Financial Reporting and the Report of Independent Registered Public 
Accounting Firm are included in “Item 8 – Financial Statements and Supplementary Data.” 
 
 
Item 9B. Other Information 

On February 22, 2010, CSC announced that it is transferring the listing of its common stock to the New York Stock Exchange 
(NYSE). CSC expects its common stock to begin trading on the NYSE on March 5, 2010, using its current symbol. 
 
 

PART III 
 
 
Item 10. Directors, Executive Officers, and Corporate Governance 
 
The information relating to directors of CSC required to be furnished pursuant to this item is incorporated by reference from 
portions of the Company’s definitive proxy statement for its annual meeting of stockholders to be filed with the SEC pursuant 
to Regulation 14A by April 30, 2010 (the Proxy Statement) under “The Board of Directors – Members of the Board of 
Directors,” “The Board of Directors – Corporate Governance Information,” “The Board of Directors – Director 
Nominations,” and “Section 16(a) Beneficial Ownership Reporting Compliance.” The Company’s Code of Conduct and 
Business Ethics, applicable to directors and all employees, including senior financial officers, is available on the Company’s 
website at http://www.aboutschwab.com/governance. If the Company makes any amendments to or grants any waivers from 
its Code of Conduct and Business Ethics which are required to be disclosed pursuant to the Securities Exchange Act of 1934, 
the Company will make such disclosures on this website. 
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Executive Officers of the Registrant 
 
The following table provides certain information about each of the Company’s current executive officers. 
 

 
Executive Officers of the Registrant  

 
Name Age Title 

   
Charles R. Schwab 72 Chairman of the Board 

 
Walter W. Bettinger II 
 
Jay L. Allen 
 

49 
 

53 

President and Chief Executive Officer 
 
Executive Vice President – Human Resources and Employee 
Services 
 

Benjamin L. Brigeman 
 

47 Executive Vice President – Investor Services 

Carrie E. Dwyer 59 Executive Vice President, General Counsel and Corporate 
Secretary 
 

Joseph R. Martinetto 
 

47 Executive Vice President and Chief Financial Officer 
 

James D. McCool 
 

51 Executive Vice President – Institutional Services  
 

Rebecca Saeger 54 Executive Vice President and Chief Marketing Officer  
 

 
Mr. Schwab has been Chairman of the Board and a director of CSC since its incorporation in 1986. He also served as Chief 
Executive Officer of CSC from 1986 to 1997, and as Co-Chief Executive Officer from 1998 until 2003. He was re-appointed 
Chief Executive Officer in 2004 and served in that role until October 2008. Mr. Schwab is Chairman of Charles Schwab & 
Co., Inc., and Charles Schwab Bank, and trustee of The Charles Schwab Family of Funds, Schwab Investments, Schwab 
Capital Trust, Schwab Annuity Portfolios, Laudus Trust, and Laudus Institutional Trust, all registered investment companies.  
 
Mr. Bettinger has been President and Chief Executive Officer of CSC and Schwab since 2008. He also serves on the Board 
of Directors of CSC, Charles Schwab & Co., Inc. and Charles Schwab Bank, and as a trustee of The Charles Schwab Family 
of Funds, Schwab Investments, Schwab Capital Trust, Schwab Annuity Portfolios, Laudus Trust, Laudus Institutional Trust, 
and Schwab Strategic Trust, all registered investment companies. Prior to assuming his current role, Mr. Bettinger served as 
President and Chief Operating Officer of CSC from 2007 until 2008 and as Executive Vice President and President – Schwab 
Investor Services of CSC and Schwab from 2005 to 2007. He served as Executive Vice President and Chief Operating Officer 
– Individual Investor Enterprise of CSC and Schwab from 2004 until 2005, and Executive Vice President – Corporate 
Services of Schwab from 2002 until 2004. Mr. Bettinger joined Schwab in 1995. 
 
Mr. Allen has been Executive Vice President – Human Resources and Employee Services of CSC and Schwab since 2007. 
He served as Senior Vice President – Human Resources of Schwab Investor Services from 2004 to 2007. Mr. Allen joined 
Schwab in 2003 as Vice President – Human Resources of Schwab Investor Services. Before joining Schwab, Mr. Allen was 
Vice President – Human Resources and Administration for GE Consumer Finance – Japan, based in Tokyo. 
 
Mr. Brigeman has been Executive Vice President – Investor Services of CSC and Schwab since 2007. Mr. Brigeman was 
Senior Vice President – Schwab Investor Services of Schwab from 2005 to 2007 and Senior Vice President – Schwab 
Retirement Plan Services of Schwab from 2000 to 2005. Mr. Brigeman joined Schwab in 1996. 
 
Ms. Dwyer has been Executive Vice President, General Counsel and Corporate Secretary of CSC and Executive Vice 
President – Corporate Oversight of Schwab since 1996. Ms. Dwyer joined Schwab in 1996. 
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Mr. Martinetto has been Executive Vice President and Chief Financial Officer of CSC and Schwab since 2007. Mr. 
Martinetto served as Senior Vice President and Treasurer of CSC and Schwab from 2003 to 2007 and Senior Vice President – 
Individual Investor Finance of Schwab from 2002 to 2003. Mr. Martinetto joined Schwab in 1997. 
 
Mr. McCool has been Executive Vice President – Institutional Services of CSC and Schwab since 2008. Mr. McCool served 
as Executive Vice President – Schwab Corporate and Retirement Services of CSC from 2007 until 2008 and of Schwab from 
2006 until 2008. Mr. McCool served as Senior Vice President – Corporate Services of Schwab from 2004 until 2006. Mr. 
McCool also served as President and Chief Executive Officer of The Charles Schwab Trust Company (CSTC) from 2005 
until 2007. Mr. McCool served as Senior Vice President – Plan Administrative Services of CSTC from 2004 until 2005, Chief 
Operating Officer of CSTC from 2003 until 2004, and Vice President – Development and Business Technology of CSTC 
from 2002 until 2003. Mr. McCool joined Schwab in 1995.  
 
Ms. Saeger has been Executive Vice President and Chief Marketing Officer of CSC and Schwab since 2006. She served as 
Executive Vice President – Brand Management and Marketing Communications of CSC and Schwab from 2004 until 2006. 
Ms. Saeger joined Schwab in 2004. 
 
 
Item 11. Executive Compensation 
 
The information required to be furnished pursuant to this item is incorporated by reference from portions of the Proxy 
Statement under “Compensation Information – Compensation Discussion and Analysis,” “Compensation Information – 
Executive Compensation Tables – 2009 Summary Compensation Table,” “Compensation Information – Executive 
Compensation Tables – 2009 Grants of Plan-Based Awards Table,” “Compensation Information – Executive Compensation 
Tables – Narrative to Summary Compensation and Grants of Plan-Based Awards Tables,” “Compensation Information – 
Executive Compensation Tables – 2009 Termination and Change in Control Benefits Table,” “Compensation Information – 
Executive Compensation Tables – Outstanding Equity Awards as of December 31, 2009,” “Compensation Information – 
Executive Compensation Tables – 2009 Option Exercises and Stock Vested Table,” “Compensation Information – Executive 
Compensation Tables – 2009 Nonqualified Deferred Compensation Table,” “Compensation Information – Director 
Compensation,” and “The Board of Directors – Compensation Committee Interlocks and Insider Participation.” In addition, 
the information from a portion of the Proxy Statement under “Compensation Information – Compensation Committee 
Report,” is incorporated by reference from the Proxy Statement and furnished on this Form 10-K, and shall not be deemed 
“filed” for purposes of Section 18 of the Securities Exchange Act of 1934, nor shall it be deemed incorporated by reference in 
any filing under the Securities Act of 1933. 
 
 
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related 

Stockholder Matters 
 
The information required to be furnished pursuant to this item is incorporated by reference from portions of the Proxy 
Statement under “Security Ownership of Certain Beneficial Owners and Management,” and “Compensation Information – 
Securities Authorized for Issuance Under Equity Compensation Plans.” 
 
 
Item 13. Certain Relationships and Related Transactions, and Director Independence 
 
The information required to be furnished pursuant to this item is incorporated by reference from portions of the Proxy 
Statement under “Transactions with Related Persons” and “The Board of Directors – Director Independence.” 
 
 
Item 14. Principal Accountant Fees and Services  
 
The information required to be furnished pursuant to this item is incorporated by reference from a portion of the Proxy 
Statement under “The Board of Directors – Auditor Fees.” 
 



THE CHARLES SCHWAB CORPORATION 
 

 

- 88 - 

 
PART IV 

 
 
Item 15. Exhibits and Financial Statement Schedule 
 
(a)  Documents filed as part of this Report 
 
1. Financial Statements 
 
The financial statements and independent auditors’ report are included in “Item 8 – Financial Statements and Supplementary 
Data” and are listed below:  
 
 Consolidated Statements of Income 
 Consolidated Balance Sheets 
 Consolidated Statements of Cash Flows 
 Consolidated Statements of Stockholders’ Equity 
 Notes to Consolidated Financial Statements 
 Report of Independent Registered Public Accounting Firm 
 
2. Financial Statement Schedule 
 
The financial statement schedule required to be furnished pursuant to this item is listed in the accompanying index appearing 
on page F-1. 
 
(b)  Exhibits 
 
The exhibits listed below are filed as part of this annual report on Form 10-K. 
 

Exhibit 
Number Exhibit  

   
3.11 Fifth Restated Certificate of Incorporation, effective May 7, 2001, of the Registrant, filed as Exhibit 

3.11 to the Registrant’s Form 10-Q for the quarter ended September 30, 2006 and incorporated herein 
by reference.  

   
3.13 Fourth Restated Bylaws, as amended on December 12, 2007, of the Registrant, filed as Exhibit 3.13 to 

the Registrant’s Form 10-K for the year ended December 31, 2007 and incorporated herein by 
reference.  

   
3.14 Fourth Restated Bylaws, as amended on January 27, 2010 (supersedes Exhibit 3.13), of the Registrant, 

filed as Exhibit 3.1 to the Registrant’s Form 8-K dated January 27, 2010, and incorporated herein by 
reference.  

   
4.2 Neither the Registrant nor its subsidiaries are parties to any instrument with respect to long-term debt 

for which securities authorized thereunder exceed 10% of the total assets of the Registrant and its 
subsidiaries on a consolidated basis. Copies of instruments with respect to long-term debt of lesser 
amounts will be provided to the SEC upon request.  

   
10.4 Form of Release Agreement dated as of March 31, 1987 among BAC, Registrant, Schwab Holdings, 

Inc., Charles Schwab & Co., Inc. and former shareholders of Schwab Holdings, Inc. (1) 
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Exhibit 
Number Exhibit  

10.57 Registration Rights and Stock Restriction Agreement, dated as of March 31, 1987, between the 
Registrant and the holders of the Common Stock, filed as Exhibit 4.23 to Registrant’s Registration 
Statement No. 33-16192 on Form S-1 and incorporated herein by reference.  

   
10.72 Restatement of Assignment and License, as amended January 25, 1988, among Charles Schwab & Co., 

Inc., Charles R. Schwab and the Registrant.  
   

10.271 The Charles Schwab Corporation Directors’ Deferred Compensation Plan, as amended through 
December 8, 2004. (4) 

   
10.272 The Charles Schwab Corporation Deferred Compensation Plan, as amended through December 8, 2004. (4) 

   
10.288 Stock Purchase Agreement by and between the Registrant and Bank of America Corporation, dated as 

of November 19, 2006 and incorporated herein by reference.  
   

10.289 Form of Notice and Restricted Stock Agreement for Walter W. Bettinger under The Charles Schwab 
Corporation 2004 Stock Incentive Plan dated February 20, 2007, filed as Exhibit 10.289 to the 
Registrant’s Form 10-Q for the quarter ended March 31, 2007 and incorporated herein by reference. (4) 

   
10.290 Summary of Non-Employee Director Compensation, filed as Exhibit 10.290 to the Registrant’s Form 

10-Q for the quarter ended March 31, 2007 and incorporated herein by reference. (4) 
   

10.294 Form of Notice and Restricted Stock Agreement for Joseph R. Martinetto under The Charles Schwab 
Corporation 2004 Stock Incentive Plan dated May 18, 2007, filed as Exhibit 10.294 to the Registrant’s 
Form 10-Q for the quarter ended June 30, 2007 and incorporated herein by reference. (4) 

   
10.295 Form of Notice and Nonqualified Stock Option Agreement for Joseph R. Martinetto under The Charles 

Schwab Corporation 2004 Stock Incentive Plan dated May 18, 2007, filed as Exhibit 10.295 to the 
Registrant’s Form 10-Q for the quarter ended June 30, 2007 and incorporated herein by reference. (4) 

   
10.296 Stock Purchase Agreement dated July 2, 2007 by and among Charles R. Schwab, Helen O. Schwab, 

The Charles & Helen Schwab Living Trust, HOS Family Partners, LLC, 188 Partners, LP, and the 
Charles & Helen Schwab Foundation, and The Charles Schwab Corporation, filed as Exhibit 10.296 to 
the Registrant’s Form 10-Q for the quarter ended June 30, 2007 and incorporated herein by reference. (4) 

   
10.298 Directed Employee Benefit Trust Agreement under the SchwabPlan Retirement Savings and Investment 

Plan dated August 17, 2007, filed as Exhibit 10.298 to the Registrant’s Form 10-Q for the quarter ended 
September 30, 2007 and incorporated herein by reference. (4) 

   
10.300 The Charles Schwab Corporation Employee Stock Incentive Plan, as amended and restated as of 

December 12, 2007, filed as Exhibit 10.300 to the Registrant’s Form 10-K for the year ended 
December 31, 2007 and incorporated herein by reference. (4) 

   
10.301 The Charles Schwab Corporation 1992 Stock Incentive Plan, as amended and restated as of 

December 12, 2007, filed as Exhibit 10.301 to the Registrant’s Form 10-K for the year ended 
December 31, 2007 and incorporated herein by reference. (4) 

   
10.302 The Charles Schwab Corporation 2001 Stock Incentive Plan, as amended and restated as of 

December 12, 2007, filed as Exhibit 10.302 to the Registrant’s Form 10-K for the year ended 
December 31, 2007 and incorporated herein by reference. (4) 
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Exhibit 
Number Exhibit  
10.306 Form of Notice and Nonqualified Stock Option Agreement under The Charles Schwab Corporation 

2004 Stock Incentive Plan, filed as Exhibit 10.306 to the Registrant’s Form 10-K for the year ended 
December 31, 2007 and incorporated herein by reference. (4) 

   
10.307 Form of Notice and Restricted Stock Agreement under The Charles Schwab Corporation 2004 Stock 

Incentive Plan, filed as Exhibit 10.307 to the Registrant’s Form 10-K for the year ended December 31, 
2007 and incorporated herein by reference. (4) 

   
10.309 Form of Notice and Premium-Priced Stock Option Agreement under The Charles Schwab Corporation 

2004 Stock Incentive Plan, filed as Exhibit 10.309 to the Registrant’s Form 10-K for the year ended 
December 31, 2007 and incorporated herein by reference. (4) 

   
10.310 The Charles Schwab Corporation 2004 Stock Incentive Plan, as amended and restated as of 

December 12, 2007, filed as Exhibit 10.310 to the Registrant’s Form 10-K for the year ended 
December 31, 2007 and incorporated herein by reference. (4) 

   
10.311 Form of Notice and Restricted Stock Agreement for Non-Employee Directors under The Charles 

Schwab Corporation 2004 Stock Incentive Plan, filed as Exhibit 10.311 to the Registrant’s Form 10-K 
for the year ended December 31, 2007 and incorporated herein by reference. (4) 

   
10.312 Form of Notice and Option Agreement for Non-Employee Directors under The Charles Schwab 

Corporation 2004 Stock Incentive Plan, filed as Exhibit 10.312 to the Registrant’s Form 10-K for the 
year ended December 31, 2007 and incorporated herein by reference. (4) 

   
10.314 Employment Agreement dated as of March 13, 2008 between the Registrant and Charles R. Schwab, 

filed as Exhibit 10.314 to the Registrant’s Form 10-Q for the quarter ended March 31, 2008 and 
incorporated herein by reference. (4) 

   
10.315 Credit Agreement (364-Day Commitment) dated as of June 13, 2008 between the Registrant and the 

financial institutions listed therein, filed as Exhibit 10.315 to the Registrant’s Form 10-Q for the quarter 
ended June 30, 2008 and incorporated herein by reference.  

   
10.316 Form of Notice and Restricted Stock Agreement for Walter W. Bettinger under the Charles Schwab 

Corporation 2004 Stock Incentive Plan dated October 1, 2008, filed as Exhibit 10.316 to the 
Registrant’s Form 10-Q for the quarter ended September 30, 2008 and incorporated herein by reference. (4) 

   
10.317 Form of Notice and Nonqualified Stock Option Agreement for Walter W. Bettinger under The Charles 

Schwab Corporation 2004 Stock Incentive Plan dated October 1, 2008, filed as Exhibit 10.317 to the 
Registrant’s Form 10-Q for the quarter ended September 30, 2008 and incorporated herein by reference. (4) 

   
10.318 Form of Notice and Performance-Based Restricted Stock Agreement under the Charles Schwab 

Corporation 2004 Stock Incentive Plan, filed as Exhibit 10.318 to the Registrant’s Form 10-K for the 
year ended December 31, 2008 and incorporated herein by reference. (4) 

   
10.319 Form of Notice and Restricted Stock Unit Agreement for Non-Employee Directors under the Charles 

Schwab Corporation 2004 Stock Incentive Plan, filed as Exhibit 10.319 to the Registrant’s Form 10-K 
for the year ended December 31, 2008 and incorporated herein by reference. (4) 

   
10.320 The Charles Schwab Corporation Corporate Executive Bonus Plan, as amended and restated as of 

October 23, 2008, filed as Exhibit 10.320 to the Registrant’s Form 10-K for the year ended 
December 31, 2008 and incorporated herein by reference. (4) 
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Exhibit 
Number Exhibit  
10.321 The Charles Schwab Corporation Long Term Incentive Plan, as amended and restated as of October 23, 

2008, filed as Exhibit 10.321 to the Registrant’s Form 10-K for the year ended December 31, 2008 and 
incorporated herein by reference. (4) 

   
10.322 The Charles Schwab Corporation Deferred Compensation Plan II, as amended and restated as of 

October 23, 2008, filed as Exhibit 10.322 to the Registrant’s Form 10-K for the year ended 
December 31, 2008 and incorporated herein by reference. (4) 

   
10.323 The Charles Schwab Corporation Directors’ Deferred Compensation Plan II, as amended and restated 

as of October 23, 2008, filed as Exhibit 10.323 to the Registrant’s Form 10-K for the year ended 
December 31, 2008 and incorporated herein by reference. (4) 

   
10.324 The Charles Schwab Severance Pay Plan, as amended and restated effective January 1, 2009, filed as 

Exhibit 10.324 to the Registrant’s Form 10-K for the year ended December 31, 2008 and incorporated 
herein by reference. (4) 

   
10.325 The Charles Schwab Severance Pay Plan, as amended and restated effective April 1, 2009 (supersedes 

Exhibit 10.324), filed as Exhibit 10.325 to the Registrant’s Form 10-K for the year ended December 31, 
2008 and incorporated herein by reference. (4) 

   
10.326 Credit Agreement (364-Day Commitment) dated as of June 12, 2009, between the Registrant and the 

financial institutions listed therein (supersedes Exhibit 10.315), files as Exhibit 10.326 to the 
Registrant’s Form 10-Q for the quarter ended June 30, 2009 and incorporated herein by reference.  

   
10.327 The Charles Schwab Corporation 2004 Stock Incentive Plan, as amended and restated as of 

December 10, 2009 (supersedes Exhibit 10.310). (4) 
   

10.328 Form of Notice and Retainer Restricted Stock Unit Agreement for Non-Employee Directors under The 
Charles Schwab Corporation 2004 Stock Incentive Plan. (4) 

   
10.329 Form of Notice and Performance-Based Restricted Stock Unit Agreement under The Charles Schwab 

Corporation 2004 Stock Incentive Plan. (4) 
   

10.330 Form of Notice and Restricted Stock Unit Agreement under the Charles Schwab Corporation 2004 
Stock Incentive Plan. (4) 

   
12.1 Computation of Ratio of Earnings to Fixed Charges.  

   
21.1 Subsidiaries of the Registrant.  

   
23.1 Independent Registered Public Accounting Firm’s Consent.  

   
31.1 Certification Pursuant to Rule 13a-14(a)/15d-14(a), As Adopted Pursuant to Section 302 of The 

Sarbanes-Oxley Act of 2002.  
   

31.2 Certification Pursuant to Rule 13a-14(a)/15d-14(a), As Adopted Pursuant to Section 302 of The 
Sarbanes-Oxley Act of 2002.  

   
32.1 Certification Pursuant to 18 U.S.C. Section 1350, As Adopted Pursuant to Section 906 of The Sarbanes-

Oxley Act of 2002. (2) 
   

32.2 Certification Pursuant to 18 U.S.C. Section 1350, As Adopted Pursuant to Section 906 of The Sarbanes-
Oxley Act of 2002. (2) 
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Exhibit 
Number Exhibit  

   
101.INS XBRL Instance Document (2, 5) 

   
101.SCH XBRL Taxonomy Extension Schema (2, 5) 

   
101.CAL XBRL Taxonomy Extension Calculation (2, 5) 

   
101.DEF XBRL Extension Definition (2, 5) 

   
101.LAB XBRL Taxonomy Extension Label (2, 5) 

   
101.PRE XBRL Taxonomy Extension Presentation (2, 5) 

   
(1) Incorporated by reference to the identically-numbered exhibit to Registrant’s Registration Statement 

No. 33-16192 on Form S-1, as amended and declared effective on September 22, 1987.  
   

(2) Furnished as an exhibit to this annual report on Form 10-K.  
   

(3) Confidential treatment has been granted for portions of this exhibit.  
   

(4) Management contract or compensatory plan.  
   

(5) Attached as Exhibit 101 to this Annual Report on Form 10-K for the annual period ended December 31, 
2009, are the following materials formatted in XBRL (Extensible Business Reporting Language) (i) the 
Consolidated Statements of Income, (ii) the Consolidated Balance Sheets, (iii) the Consolidated 
Statements of Cash Flows, (iv) the Consolidated Statements of Stockholders’ Equity, and (v) Notes to 
Consolidated Financial Statements, tagged as blocks of text.  
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Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this 
report to be signed on its behalf by the undersigned, thereunto duly authorized, on February 24, 2010.  
 
    THE CHARLES SCHWAB CORPORATION 
       (Registrant) 
 
    BY: /s/ Walter W. Bettinger II  
     Walter W. Bettinger II 
     President and Chief Executive Officer  
       
 
Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following 
persons on behalf of the registrant and in the capacities indicated, on February 24, 2010. 
 
  Signature / Title   Signature / Title 
 
 
/s/ Walter W. Bettinger II  /s/ Joseph R. Martinetto  
Walter W. Bettinger II,   Joseph R. Martinetto,  
President and Chief Executive Officer  Executive Vice President  
     and Chief Financial Officer 
    (principal financial and accounting 
     officer) 
     
 
/s/ Charles R. Schwab  /s/ William F. Aldinger III  
Charles R. Schwab, Chairman of the Board   William F. Aldinger III, Director  
 
 
/s/ Nancy H. Bechtle  /s/ C. Preston Butcher   
Nancy H. Bechtle, Director  C. Preston Butcher, Director  
 
 
/s/ Frank C. Herringer  /s/ Stephen T. McLin   
Frank C. Herringer, Director  Stephen T. McLin, Director 
 
 
/s/ Arun Sarin   /s/ Paula A. Sneed   
Arun Sarin, Director  Paula A. Sneed, Director 
 
 
/s/ Roger O. Walther  /s/ Robert N. Wilson    
Roger O. Walther, Director  Robert N. Wilson, Director 
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Schedules not listed are omitted because of the absence of the conditions under which they are required or 
because the information is included in the Company’s consolidated financial statements and notes in 
“Item 8 – Financial Statements and Supplementary Data.” 
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SCHEDULE II
 

Valuation and Qualifying Accounts
(In millions)

Balance at Additions Balance at
Beginning Charged End 

Description of Year to Expense Other (1) Written off of Year

For the year ended December 31, 2009:

      Allowance for doubtful accounts of

          brokerage clients (2)
4$              3$              2$              (7)$             2$              

For the year ended December 31, 2008:

      Allowance for doubtful accounts of

          brokerage clients (2)
1$              13$            1$              (11)$           4$              

       

For the year ended December 31, 2007:

      Allowance for doubtful accounts of

          brokerage clients (2)
2$              6$              1$              (8)$             1$              

(1) Represents collections of previously written-off accounts. 

(2) Excludes banking-related valuation and qualifying accounts. See "Item 8 - Financial Statements and Supplementary Data -
Notes to Consolidated Financial Statements - 6. Loans to Banking Clients and Related Allowance for Credit Losses."

F-2
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Supplemental Financial Data for Charles Schwab Bank (Unaudited) 

(Dollars in Millions) 

 

 

F-3 

 
The following supplemental financial data is consistent with the Securities Exchange Act of 1934, Industry Guide 3 – 
Statistical Disclosure by Bank Holding Companies. The accompanying unaudited financial information represents Charles 
Schwab Bank (Schwab Bank), which is a subsidiary of The Charles Schwab Corporation (CSC). CSC is a savings and loan 
holding company and Schwab Bank is a federal savings bank.  
 
 
1. Three-year Net Interest Revenue and Average Balances 

For the Year Ended December 31, 2009 2008 2007

Average 
Balance Interest

Average 
Rate

Average 
Balance Interest

Average 
Rate

Average 
Balance Interest

Average 
Rate

Assets:

Cash and cash equivalents (1) 6,352$      26$           0.40% 3,947$      95$           2.44% 2,523$      133$         5.28%

Securities available for sale (2) 18,558      521          2.81% 11,772    517         4.39% 7,335        399          5.44%

Securities held to maturity 1,915        74             3.86% 22             1               5.86% - - -

Loans to banking clients (3) 6,668        241           3.61% 4,829        227           4.70% 2,786        169           6.07%

Loans held for sale 110           5               4.55% 66             4               6.06% 37             2               5.41%

Other interest-earning assets 30             - 0.49% 29             2               5.54% 41             3               5.98%

Total interest-earning assets 33,633      867           2.58% 20,665      846           4.10% 12,722      706           5.55%

Net unrealized loss on

   securities available for sale (614)         (323)         (23)           

Non-interest-earning assets 331           211           132           

Total Assets 33,350$    20,553$    12,831$    

Liabilities and Stockholder's Equity:

Interest-bearing banking deposits 31,249$    107           0.34% 19,203$    104           0.54% 12,046$    238           1.98%

Total sources on which interest is paid 31,249      107           0.34% 19,203      104           0.54% 12,046      238           1.98%

Non-interest-bearing liabilities 513           456           111           

Stockholder's equity 1,588        894           674           

Total Liabilities and Stockholder's Equity 33,350$    20,553$    12,831$    

Net interest revenue 760           742           468           

Provision for credit loss (38)           (17)           (3)             

722$         725$         465$         

Net yield on interest-earning assets 2.26% 3.59% 3.68%

(1)     Includes deposits with banks, short-term investments, and federal funds sold.
(2)     Amounts have been calculated based on amortized cost.
(3)    Includes average principal balances of non-accrual loans.  
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2. Analysis of Change in Net Interest Revenue 
 
An analysis of the year-to-year changes in the categories of interest revenue and interest expense resulting from changes in 
volume and rate is as follows: 

Average 
Volume

Average 
Rate Total

Average 
Volume

Average 
Rate Total

Interest-earning assets:

Cash and cash equivalents (1) 59$          (128)$      (69)$        77$          (115)$      (38)$        

Securities available for sale (2) 298          (294)        4              241          (123)        118          
Securities held to maturity 111          (38)          73            -              1              1              

Loans to banking clients (3) 86            (72)          14            124          (66)          58            

Loans held for sale 3              (2)            1              2              -              2              
Other interest-earning assets -              (2)            (2)            (1)            -              (1)            

Total interest-earning assets 557$        (536)$      21$          443$        (303)$      140$        

Interest-bearing sources of funds:

Interest-bearing banking deposits 65$          (62)$        3$            141$        (275)$      (134)$      

Total sources on which interest is paid 65$          (62)$        3$            141$        (275)$      (134)$      

Change in net interest revenue 492$        (474)$      18$          302$        (28)$        274$        

Provision for credit loss (21)          (14)          
(3)$          260$        

Changes that are not due solely to volume or rate have been allocated to rate.
(1)     Includes deposits with banks, short-term investments, and federal funds sold.
(2)     Amounts have been calculated based on amortized cost.
(3)      Includes average principal balances of non-accrual loans.

2009 Compared to 2008
Increase (Decrease) Due to

Change in: Change in:

2008 Compared to 2007
Increase (Decrease) Due to
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3. Securities Available for Sale and Securities Held to Maturity 
 
The amortized cost, gross unrealized gains and losses, and fair value of securities available for sale and securities held to 
maturity are as follows:  
    
  Gross Gross  
 Amortized Unrealized Unrealized Fair  
December 31, 2009 Cost Gains Losses Value  

Securities available for sale: 
U.S. agency residential mortgage-backed securities $ 11,601 $ 199 $ 21 $ 11,779 
Non-agency residential mortgage-backed securities  2,460  -  519  1,941 
U.S. agency notes  2,975  4  1  2,978 
Corporate debt securities  2,368  13  1  2,380 
Certificates of deposit  1,950  3  -  1,953 
Asset-backed securities  1,077  12  -  1,089  
 Total securities available for sale $ 22,431 $ 231 $ 542 $ 22,120  

Securities held to maturity: 
U.S. agency residential mortgage-backed securities $ 5,105 $ 36 $ 27 $ 5,114  
Asset-backed securities  1,389  25  -  1,414  
Corporate debt securities  345  7  -  352  
 Total securities held to maturity $ 6,839 $ 68 $ 27 $ 6,880  
    
  Gross Gross  
 Amortized Unrealized Unrealized Fair  
December 31, 2008 Cost Gains Losses Value  

Securities available for sale: 
U.S. agency residential mortgage-backed securities $ 8,203 $ 108 $ 82 $ 8,229 
Non-agency residential mortgage-backed securities  3,085  -  862  2,223 
U.S. agency notes  515  2  -  517 
Corporate debt securities  1,762  2  31  1,733 
Certificates of deposit  925  -  3  922 
Asset-backed securities  866  -  44  822  
 Total securities available for sale $ 15,356 $ 112 $ 1,022 $ 14,446  

Securities held to maturity: 
Asset-backed securities $ 243 $ 1 $ - $ 244  
 Total securities held to maturity $ 243 $ 1 $ - $ 244  
     
 Gross  Gross  
 Amortized Unrealized Unrealized Fair  
December 31, 2007 Cost Gains Losses Value  

Securities available for sale: 
U.S. agency residential mortgage-backed securities $ 2,889 $ 25 $ 6 $ 2,908 
Non-agency residential mortgage-backed securities  3,503  4  33  3,474  
U.S. agency notes   15  -  -  15  
Corporate debt securities   804  1  21  784  
Certificates of deposit   345  -  -  345  
 Total securities available for sale $ 7,556 $ 30 $ 60 $ 7,526  
    
There were no securities classified as held to maturity at December 31, 2007.
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The maturities and related weighted-average yields of securities available for sale and securities held to maturity at 
December 31, 2009, are as follows: 
  
 After 1 year After 5 years 
 Within through through After 
 1 year 5 years 10 years 10 years Total  

Securities available for sale: 
U.S. agency residential mortgage-backed securities (1)  $ - $ - $ 173 $ 11,606 $ 11,779  
Non-agency residential mortgage-backed securities (1)  -  -  32  1,909  1,941  
U.S. agency notes  325  2,653  -  -  2,978  
Corporate debt securities  1,366  1,014  -  -  2,380  
Certificates of deposit  1,853  100  -  -  1,953  
Asset-backed securities  -  940  149  -  1,089  
Total fair value $ 3,544 $ 4,707 $ 354 $ 13,515 $ 22,120  
Total amortized cost $ 3,534 $ 4,692 $ 345 $ 13,860 $ 22,431   
Weighted-average yield (2)  0.89% 1.14% 3.24% 2.93% 2.24%  

Securities held to maturity: 
U.S. agency residential mortgage-backed securities (1)  $ - $ - $ - $ 5,114 $ 5,114  
Asset-backed securities  -  1,259  155  -  1,414  
Corporate debt securities  33  319  -  -  352   
Total fair value $ 33 $ 1,578 $ 155 $ 5,114 $ 6,880  
Total amortized cost $ 32 $ 1,548 $ 154 $ 5,105 $ 6,839  
Weighted-average yield (2)  4.19% 3.14% 2.09% 1.82% 2.14%  
(1)  Residential mortgage-backed securities have been allocated over maturity groupings based on final contractual 

maturities. Actual maturities will differ from final contractual maturities because a certain portion of loans underlying 
these securities require scheduled principal payments and borrowers have the right to prepay obligations. 

(2) The weighted-average yield is computed using the amortized cost at December 31, 2009. 
 
 
4. Loans to Banking Clients and Related Allowance for Credit Losses 
 
The composition of the loan portfolio is as follows: 
  

December 31, 2009 2008 2007 2006 2005  

Residential real estate mortgages $ 3,710 $ 3,195 $ 2,101 $ 1,127 $ 1,193 
Home equity lines of credit  3,304  2,662  1,234  1,192  746 
Secured personal loans  366  187  102  9  - 
Other  11  18  13  10  10  
 Total loans to banking clients $ 7,391 $ 6,062 $ 3,450 $ 2,338 $ 1,949  

 
An analysis of nonperforming assets is as follows: 
  

December 31, 2009 2008 2007 2006 2005  

Non-accrual loans $ 34 $ 8 $ 4 $ 1 $ 1  
Average non-accrual loans $ 17 $ 6 $ 1 $ - $ -  
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Changes in the allowance for credit losses were as follows: 
  

December 31, 2009 2008 2007 2006 2005  

Balance at beginning of year $ 20 $ 7 $ 4 $ 3 $ 2  
Charge-offs  (13)  (4)   -  -  - 
Recoveries  -  -  -  -  -  
Provision for credit losses  38  17  3  1  1  
 Balance at end of year $ 45 $ 20 $ 7 $ 4 $ 3  

 
The maturities of the loan portfolio at December 31, 2009, are as follows: 
  
 After 1 year  
   Within through After  
   1 year 5 years 5 years Total  

Residential real estate mortgages (1)   $ - $ - $ 3,710 $ 3,710 
Home equity lines of credit    -  498  2,806  3,304 
Secured personal loans    -  366  -  366 
Other   5  1  5  11  
 Total  $ 5 $ 865 $ 6,521 $ 7,391  
(1) Maturities are based upon the contractual terms of the loans. 
 
The interest sensitivity of loans with contractual maturities in excess of one year at December 31, 2009, is as follows: 
  
      After 
      1 year  

Loans with predetermined interest rates         $ 976 
Loans with floating or adjustable interest rates        6,410  
 Total        $ 7,386  
 
 
5. Summary of Credit Loss on Banking Loans Experience 
  

December 31, 2009 2008 2007 2006 2005  

Average loans $ 6,668 $ 4,831 $ 2,786 $ 2,162 $ 1,163 
Allowance to year end loans  .61%  .33%  .20%  .17%  .17% 
Allowance to nonperforming loans  132%  235%  173%  N/M  N/M 
Nonperforming assets to average loans 
 and real estate owned  .51%  .18%  .14%  .03%  .04%  

N/M Not meaningful. 
 
 
6. Deposits from Banking Clients 
  
  2009   2008   2007  
 Amount  Rate Amount  Rate Amount  Rate  
Analysis of average daily deposits: 
 Certificates of deposit of $100,000 or more  $ -  - $ -  - $ -  - 
 Money market and other savings deposits  31,250  0.34%  19,203  0.54%  12,047  1.98%  
Total deposits    $ 31,250   $ 19,203   $ 12,047    
 
There wereno certificates of deposit of $100,000 or more at December 31, 2009. 
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7. Ratios  
  

December 31,   2009 2008 2007  

Return on average stockholder’s equity      21.95%  40.36%  34.31%  
Return on average total assets      1.05%  1.76%  1.83%  
Average stockholder’s equity as a percentage   
 of average total assets      4.76%  4.35%  5.33%  
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EXHIBIT 12.1
 

Computation of Ratio of Earnings to Fixed Charges
(Dollar amounts in millions)

(Unaudited)

 
 
 

2009 2008 2007 2006 2005

Earnings from continuing operations before taxes on earnings 1,276$     2,028$     1,853$     1,476$     1,027$     

Fixed charges

Interest expense excluding provision for credit losses(1):
Deposits from banking clients       107 104      238       200        74        
Payables to brokerage clients 3 55        329       426        378      
Short-term borrowings - 1          - - -
Long-term debt       71 59        38         29          30        
Other   2 24        18         24          19        
      Total 183      243      623       679        501      

Interest portion of rental expense 71          62          60          55          55          
Total fixed charges (A) 254      305      683       734        556      

Earnings from continuing operations before taxes on earnings 
and fixed charges (B) 1,530$    2,333$    2,536$    2,210$     1,583$    

Ratio of earnings to fixed charges (B) ÷ (A) (2) 6.0 7.6 3.7 3.0 2.8

Ratio of earnings to fixed charges, excluding deposits from banking  

clients and payables to brokerage clients interest expense (3) 9.9 14.9 17.0 14.7 10.9

(1) Beginning in 2009, the provision for credit losses has been excluded from fixed charges.

(2) The ratio of earnings to fixed charges is calculated in accordance with SEC requirements. For such purposes, “earnings” consist 
of earnings from continuing operations before taxes on earnings and fixed charges. “Fixed charges” consist of interest expense
as listed above, and one-third of rental expense, which is estimated to be representative of the interest factor. 

(3) Because interest expense incurred in connection with both deposits from banking clients and payables to brokerage clients
is completely offset by interest revenue on related investments and loans, the Company considers such interest to be an
operating expense. Accordingly, the ratio of earnings to fixed charges, excluding deposits from banking clients and payables 
to brokerage clients interest expense, reflects the elimination of such interest expense as a fixed charge.

Year Ended December 31,
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 EXHIBIT 21.1 

 

Subsidiaries of the Registrant 
 
Pursuant to Item 601 (b)(21)(ii) of Regulation S-K, certain subsidiaries of the Registrant have been omitted 
which, considered in the aggregate as a single subsidiary, would not constitute a significant subsidiary (as 
defined in Rule 1-02(w) of Regulation S-X) as of December 31, 2009. 
 
 
 
The following is a listing of the significant subsidiaries of the Registrant: 
 
Schwab Holdings, Inc. (holding company for Charles Schwab & Co., Inc.), a Delaware corporation 
 
Charles Schwab & Co., Inc., a California corporation 
 
Charles Schwab Investment Management, Inc., a Delaware corporation  

 
Charles Schwab Bank, a Federal Savings Association 
 
 
 
 



 

 

  EXHIBIT 23.1 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

We consent to the incorporation by reference in the following Registration Statements of our report dated February 24, 2010, relating to the 
consolidated financial statements and financial statement schedule of The Charles Schwab Corporation and the effectiveness of The Charles 
Schwab Corporation’s internal control over financial reporting, appearing in this Annual Report on Form 10-K of The Charles Schwab 
Corporation for the year ended December 31, 2009.  

 
Filed on Form S-3: 

 Registration Statement No. 333-156152 (Debt Securities, Preferred Stock, Depositary Shares, Common Stock, Purchase 
Contracts, Warrants, and Units Consisting of Two or More Securities) 

 
Filed on Form S-4: 

 Registration Statement No. 333-48764 (Registration of common stock) 
 
Filed on Form S-8: 

 Registration Statement No. 333-144303 (The Charles Schwab Corporation Employee Stock Purchase Plan) 

 Registration Statement No. 333-131502 (The Charles Schwab Corporation Deferred Compensation Plan II) 

 Registration Statement No. 333-101992 (The Charles Schwab Corporation 2004 Stock Incentive Plan) 

 Registration Statement No. 333-93125 (The Charles Schwab Corporation Employee Stock Incentive Plan) 

 Registration Statement No. 333-81840 (The Charles Schwab Corporation Employee Stock Incentive Plan) 

 Registration Statement No. 333-71322 (The SchwabPlan Retirement Savings and Investment Plan) 

 Registration Statement No. 333-63452 (The Charles Schwab Corporation Employee Stock Incentive Plan) 

 Registration Statement No. 333-63448 (The Charles Schwab Corporation 2004 Stock Incentive Plan) 

 Registration Statement No. 333-59280 (The Charles Schwab Corporation Employee Stock Incentive Plan) 

 Registration Statement No. 333-48335 (The Charles Schwab Corporation Employee Stock Incentive Plan) 

 Registration Statement No. 333-47107 (The Charles Schwab Corporation 2004 Stock Incentive Plan) 

 Registration Statement No. 333-44793 (Charles Schwab Profit Sharing and Employee Stock Ownership Plan) 

 Registration Statement No. 333-32058 (CyBerCorp Holdings, Inc. 1996 Incentive Plan) 

   

/s/ Deloitte & Touche LLP  

San Francisco, California 
February 24, 2010 
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Exhibit 31.1 
 

CERTIFICATION PURSUANT TO RULE 13a-14(a)/15d-14(a), AS ADOPTED PURSUANT TO 
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 

 

I, Walter W. Bettinger II, certify that: 

1. I have reviewed this Annual Report on Form 10-K of The Charles Schwab Corporation; 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material 
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not 
misleading with respect to the period covered by this report;  

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in 
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the 
periods presented in this report;  

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 
designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting 
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally accepted 
accounting principles; 

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered 
by this report based on such evaluation; and 

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred 
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual 
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control 
over financial reporting; and 

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons 
performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize 
and report financial information; and 

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in 
the registrant’s internal control over financial reporting. 

Date: February 24, 2010  /s/ Walter W. Bettinger II  

Walter W. Bettinger II 
President and Chief Executive Officer 
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Exhibit 31.2 
 

CERTIFICATION PURSUANT TO RULE 13a-14(a)/15d-14(a), AS ADOPTED PURSUANT TO 
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 

 

I, Joseph R. Martinetto, certify that: 

1. I have reviewed this Annual Report on Form 10-K of The Charles Schwab Corporation; 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material 
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not 
misleading with respect to the period covered by this report;  

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in 
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the 
periods presented in this report;  

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 
designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting 
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally accepted 
accounting principles; 

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered 
by this report based on such evaluation; and 

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred 
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual 
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control 
over financial reporting; and  

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons 
performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize 
and report financial information; and 

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in 
the registrant’s internal control over financial reporting. 

Date: February 24, 2010  /s/ Joseph R. Martinetto   

Joseph R. Martinetto 
Executive Vice President and Chief Financial Officer 
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Exhibit 32.1 
 
 

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 
 
 
In connection with the Annual Report of The Charles Schwab Corporation (the Company) on Form 10-K for the year ended 
December 31, 2009 (the Report), I, Walter W. Bettinger II, President and Chief Executive Officer of the Company, hereby 
certify, pursuant to 18 U.S.C. section 1350, as adopted pursuant to section 906 of the Sarbanes-Oxley Act of 2002, that to the 
best of my knowledge: 
 

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 
1934; and 

 
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and 

results of operations of the Company for the periods presented therein. 
 
 
 
/s/ Walter W. Bettinger II  Date: February 24, 2010  
Walter W. Bettinger II 
President and Chief Executive Officer 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
A signed original of this written statement required by Section 906 has been provided to The Charles Schwab Corporation 
and will be retained by The Charles Schwab Corporation and furnished to the Securities and Exchange Commission or its 
staff upon request.  
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Exhibit 32.2 
 
 

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 
 
 

In connection with the Annual Report of The Charles Schwab Corporation (the Company) on Form 10-K for the year ended 
December 31, 2009 (the Report), I, Joseph R. Martinetto, Executive Vice President and Chief Financial Officer of the 
Company, hereby certify, pursuant to 18 U.S.C. section 1350, as adopted pursuant to section 906 of the Sarbanes-Oxley Act 
of 2002, that to the best of my knowledge: 
 

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 
1934; and 

 
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and 

results of operations of the Company for the periods presented therein. 
 
 
 
/s/ Joseph R. Martinetto  Date: February 24, 2010   
Joseph R. Martinetto 
Executive Vice President and 
Chief Financial Officer 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
A signed original of this written statement required by Section 906 has been provided to The Charles Schwab Corporation 
and will be retained by The Charles Schwab Corporation and furnished to the Securities and Exchange Commission or its 
staff upon request.  




