LEHMAN BROTHERS HOLDINGS INC.

Minutes of the Board of Directors
June 6, 2008

A meeting of the Board of Directors of Lehman Brothers Holdings Inc. (the
“Corporation” or collectively with its subsidiaries, the “Firm”) was held telephonically on
June 6, 2008, at 3:00 p.m., pursuant to written notice.

PRESENT — BOARD MEMBERS

Mr. Michael L. Ainslie

Mr. John F. Akers

Mr. Roger S. Berlind

Mr. Thomas H. Cruikshank
Ms. Marsha Johnson Evans
Mr. Richard S. Fuld, Jr.

Sir Christopher Gent

Mr. Jerry A. Grundhofer
Mr. Henry Kaufman

Mr. John D. Macomber

ABSENT — BOARD MEMBERS

Mr. Roland A. Hernandez

ALSO PRESENT BY INVITATION

Ms. Erin M. Callan

Mr. Joseph M. Gregory
Mr. Thomas A. Russo
Mr. Jeffrey A. Welikson

Mr. Fuld opened the meeting by stating that the Board of Directors would be
asked to approve a proposed issuance by the Corporation of up to $6.0 billion worth of
equity securities, and he reported that the current expectation was that the proposed
offering would consist of $4 billion of the Corporation’s common stock and $2 billion of
a new series of convertible preferred stock. Mr. Fuld stated that the proposed offering
would be discussed in greater detail following Ms. Callan’s review of the second quarter
-earnings pre-announcement.
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REVIEW OF EARNINGS PRE-ANNOUNCEMENT

Ms. Callan reviewed the information to be contained in the earnings pre-
announcement press release. She stated that the Firm expects to report a net loss of
approximately $2.8 billion for the second quarter ended May 31, 2008. Ms. Callan
described that the. Firm executed on a number of its capital and liquidity goals during the
quarter. She reported that, excluding the beneficial effects of the proposed offering, the
Firm grew the Corporation’s liquidity pool; decreased gross assets and net assets; reduced

- gross and net leverage; reduced exposure to residential mortgages, commercial mortgages
and real estate investments; reduced acquisition finance exposure; reduced aggregate
non-investment grade assets (including funded acquisition finance assets) and completed
the budgeted full year fiscal 2008 unsecured funding plan.

Ms. Callan reported that the Firm’s estimated consolidated supervised entity
capital ratios for the second quarter will be at least 10% (Tier I basis) and 15% (Total
Capital basis). She described that the Firm grew its liquidity pool during the second
quarter to approximately $45 billion from $34 billion at the end of the first quarter. Ms.
Callan reported that the Firm has tested the Federal Reserve’s new primary dealer credit
facility on occasion, with no outstanding balance at qua.rter-end and she noted that the
last time the Firm accessed the facility was on April 16" on an overnight basis. Ms.
Callan reported that there had been no material pull-back from counterparties over the
last week or two.

Ms. Callan stated that estimated run-rate revenues for the quarter were above $4
billion, a strong performance in a very challenging environment, describing the estimated
run-rate revenues of each of the Firm’s business segments. She then described the
estimated impact of mark-to-market adjustments, other dynamic hedging (macro-hedge)
losses, and principal investment losses. Ms. Callan reported that the Firm’s estimated
gross and net mark-to-market adjustments in the second quarter, net of gains on certain
debt liabilities, were $3.7 billion and $3.8 billion, respectively, primarily on residential
and commercial mortgages. She explained -that the Firm’s hedges on illiquid assets
generated approximately $100 million of additional losses in the second quarter, rather
than the benefit seen in prior quarters. Ms. Callan stated that other dynamic (macro-
hedge) losses were estimated at $800 million. ' She reported that these hedges are no
longer in place. Ms, Callan stated that the Firm’s principal and private equity losses were
estimated at $500 million in the second quarter, including losses on the Firm’s position in
GLG.

Ms. Callan next discussed the Firm’s expenses for the second quarter. She stated
that the Firm’s total compensation expense for the second quarter was approximately
$2.3 billion, reflecting incurred severance costs and discretionary bonus accruals. She
reported that the Firm’s non-personnel expenses totaled approximately $1.1 billion for
the second quarter. Ms. Callan concluded by stating that the Firm’s client franchise
performed well in the second quarter, but that the hedging losses more than offset the
Firm’s performance. The Board directed questions to Ms. Callan and senior management
regarding the earnings pre-announcement press release and conference call, the Firm’s
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prospects for the third quarter, and the Firm’s credit ratings. In addition, Mr. Akers asked
Mr. Gregory to discuss the Firm’s second quarter compensation expense, which had been
discussed with each member of the Compensation and Benefits Committee earlier that
week. Mr. Gregory described the pressures on 2008 compensation arising from the
challenging market environment and discussed the Firm’s proposed response.

APPROVAL OF EQUITY OFFERING

Mr. Fuld stated that the Board of Directors was being asked to approve the
issuance by the Corporation of up to $6.0 billion worth of equity securities, or such
higher amount as may be determined in the discretion of the Executive Committee of the
Board of Directors (the “Executive Committee”). Mr., Fuld noted that the Executive
Committee could have approved the offering under the Firm’s Code of Authorities and
Delaware law, but that he wanted to review the terms of the proposed transaction with the
full Board of Directors and to obtain its approval. :

Mr. Fuld discussed that the current expectation was that the offering would
consist of $4 billion of the Corporation’s common stock and $2 billion of a new series of
convertible -preferred stock. Mr. Fuld described the pre-marketing interest in the
proposed offering and discussed certain potential investors for the common stock and the
new convertible preferred stock. Mr. Fuld also described the proposed terms of the new
series of preferred stock, including a description of the proposed conversion featire. Mr.
Fuld stated that the Board of Directors was being asked to delegate to the Executive
Committee the authority to determine the final terms of the offering, including the
amount of each security to be sold, the pricing terms and the terms of the convertible
preferred stock. The Board directed a number of questions to Mr. Fuld regarding the
proposed offering, including questions regarding the dilutive impact of the offering, the
potential investors, and the expected pricing for the offering. After discussion, upon
motion duly made and seconded, it was unanimously

RESOLVED, that, unless otherwise provided in these resolutions,
each of the Chief Executive Officer, the President, the Chief Financial
Officer, the Chief Legal Officer, either Co-Chief Administrative Officer,
the Treasurer, the Secretary and any Executive Vice President, Senior
Vice President or Vice President of the Corporation (each, an “Authorized
Officer”) be, and hereby is, authorized to participate in the Offering set
forth in these resolutions in the name and on behalf of the Corporation;
and be it further

The Securities

RESOLVED, pursuant to the authority granted to and vested in
the Board of Directors of the Corporation (the “Board™) by the provisions
of the Corporation’s Certificate of Incorporation, the Board hereby
authorizes up to $6.0 billion (or such higher aggregate value as may be
determined in the discretion of the Executive Committee of the Board (the
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“Executive Committee™)), worth of equity securities (the “Secnrities™),
inelusive of any over-allétment option to be granted to the Underwriters:
(as deﬁr.u?d below) in an eﬂ‘enn,, (The “O:EEemnv”) pursuant to the

CH ng «Qr: I ¢ T purchasers as may bez
determitnied and (i) as may be detsrmired in the discretion of the
Executive Committee, a new series of the Corporation’s preferred stoek-
(the “Preférred Stock™), the terms of which to be established and
designated by the Executive. Commiittee, which shares of Preferred. Stock
will be converiible into shares of Common Stock, to be issued, offered,
sold and delivered to the public in a public offering, private placement,
and/ or an offering pursuant te Regulation §, through ene or mere
Underwriters, and to. other purchasers as may bé deterimiined, and be: it
further

cf Cemmon-_" tock! t@‘be sold -by the- Comoratmn i the @ffenng to. fhei
Underwriters pursvant to the Underwriting Agreement and other
purchesers as may.be detérmined, and pursuant to any related over-
allotment option to purchase additional shares of Common Stock; @i) to
set the prices at which the shares of Common Stock 10 be sold by the
Corporation are to be sold to the Underwriters and other purchasers &s.
r1ay bu dctermmecl m *he Oﬁerm,,., fo.set the Underwriters’ discountsand -

j price of iComimeH St k: o

ite{e) : ( set forth in a rcsolutxen.
contmned in the cemﬁeaie of desi.gnatwns of the Preferred: Stock (the
“Certifieate of Desienations™), including, without limitation, the dividend
rate and provisions reldting to conversion into Cemmon. Stock and anti-
cilution adjustmerits rélating thereto; (iv) to-determine the: aggregate value.
of shares and aggregate liquidation' preference of Preferred Stock o be
sold by the Corporation in the Offering, if any, and pursuarnt to any related
cver-allotment option 1o. purchase additional shares of Preferred Stock, to
the Undetwriters purshant 1o the Underwritin Agxeem@m, (%) o set the

il the sha.res of Preferred ' 1he,

c-ffenng pnce per shar» Qf Preferred Steck and fhe 6’ﬁier Te«rms andﬁ‘ '
conditions of the Offeéring; and {#4) fo the extent permitted by the By
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Laws, 10 take any -other action that could be taken by the Board in
comeetion with the: @Efennw and be it-further

RI’ SOLVED, that the Executive Commitiee may authorize the
proper offieers of the ‘Corporation 10 excoite the Cert )
Designations and eause it:to befiled in the office of the Secretary- of State:
of the State of Delaware; and be if further

RESOLVED, that the shares of the Cornmon Stock $o isgaed and- _
sold by the Corporation in connection with the Offering will, wpen such:
Wsuanice and’sale, and upon: receapt mf paynient thcref@r be val
tully paid and non-assegsable” & it equal o A
share shiall be allocated o of the Carp@ratx@n in c@mnecﬁon:
with the isswance of gach share of Common Stock $0 issued; and be it
farther

. RESOLVED, that the shates of thé Preferred Stock so issued anid
sold by the Corporation in-connection with the Offering, if any, will, upen
such issuance and sale;-and upon. receipt of payment therefor, be validly
issued, fully paid and non-assessable and an amourit equal to the par value
per share shall be allocated to the eapital of the Corporation in connection
with the issuance of each share of Preferred Stock so issued; 4nd be i
further

Preliminary  Profpectas 'Sﬁﬁ’;;’)‘iczh‘en‘;t and Final Prospectus
Supplement:

‘ RB’SOLVTJ 'fh‘at each of the Authoﬁ'zed' OfECers be and" cach 01‘

prepare, execuie de]wer and ﬁIe or cause to be prepared executed
delwcrcd and ﬁled wrth the SC‘CUIltLGS and Exchance Comnnssxon (the

_»gg_f) one or mork Prelunmary Pro:.pectus Supplcmants 'the :
Prospectus Supplethent” and, togethier with fche C@rp@:;atun.s beise
pros’p'ectus’ dated'May :0 006 the “Prehm-:rr

pursuantte Ruic 433 4 cumiies Act, gaeh oflermg 1 '

to be'sold in g public: affenn 3 putsuant t0 the Corporation’s Rec}stramm‘
Statemerit on Form §-3 (N6, aaa~13433.u') and any applicable Registratior
Statement on Form ‘8-A (and any supplements or amendihents thereto):
and- to execute and cause to be filed any amendments or supplements. &
the prospectus and any other documents required in connection therewitl
that counsel to the Corporation shall advise ér as such officer(s) executing
the same on behalf ¢f the Corporation shall deem necessary, advisable o
appropriate; and be it further
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Underwriting Agreeméntand Subscription A'-gg-'x-éemexit-

RESOLVED,
Underwiiting At &t 24 > [
Corporation, Lekman Br@thers In and any @ther underwme
therein (collectively, #he “Unde
provisions of ione or ‘move ‘Subseript
Aerecmem” and toee‘her wﬁh '

=3

named therem (toerether 1111 the Undenvnters th‘e “Purchas ; ).-
providing for, ainong othier things, the issuance #nd sale of the Securities
to the Purchasers by the Corporation on such-terms and conditions as are
set forth therein and as may be-deterniided by the Executive Corninities or
eny of the Authorized Officers, such Agreements to be negotiated; -
executed, delivered and filed by any Autherized Officer, be, and it hereby
is, ratified, confirnied, approved and adopted; and each such Authorized
Otficer be, and each of them hereby s, authorized to execute and delivei
such Agreements, with such changes therein, as the-officer ekecuting the
samé may approve, siich approval to be conclusively evideneed by suck
exgeution and. dehvary, and be it further

Use of -Pr.eceeds

RESOLVED, thit the Authorized Offieers be, anid each of thety
hereby is, suthiorized 16 take all sctions, in the name 2ud on behalf of the
, Lorporanan as in their judgment shall be necessary, proper or advisable
in order o cause the proceeds of the Offering received by the Corpotatior
1o be applied in the manner deseribed in the section of the Preliminary:
Prospectus-captioned “Use-of Proceeds:™ and be it fufther

Conversion Shares

RESOLVED, . that the Cowporation is hereby authorized
empowered. and . dire cted to reserve for issuaneé upon conversion of the
Preferred Stock, if issued, such number of shares of Commien Stoek ar
may be sufficient and necessary from: time to time for issuance upor
conversion of all of the Preferred Smck issued {the“Conversion: Shares”)
and be it further :

RESOLVED, that the Corporatien, and the Authorized, Officers

~ be. and each of them acting alone hereby is, authorized and empoweréd &
cause the Corperation to issue- Conversr@n Shares pmsuam to the tenrns o
1he Plcfencd 3toc and- When' 3 ‘

dnd that an; amount equaI te ’&he par value per share shal] b& aﬂocated te
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the capital of the Corporation in connection-with the issuance of ezch stick
Conversion Share so issued; and-be it fuirther

Appointment of Fiduciaries

RESOLVED, that the authority of The Bank of New York a
transfer agent, registrar, and dividend disbursing agent for the Commor-
Stock of the Corporation be, and hereby is, extended to cover thé shares'e:
Commion Stock to be issued in accordmce Wlﬂl ‘the foneﬂem*v reselutions
and be it further

RES.LVED tha't 1f Preferfad'Stock i issned in the Offering, the

‘ n hierehy IS, dutlitrized 1o appoin
. : N.A.  and: Camputershare lac
c.@llectm,ty (cellec Ivey “Com utershare™), transfér agent, registh
dividend disbursing agent, paying dageit and cofiversion agent for ﬂ'lt:
Preferred Stock; and be it further

RESOLVED, that esch Authorized Offfcer be; and hereby 15
authorized, on behalf of the Corporahon to change or cabise to be chariget -
any depositary, custodlan conversion agent, trarisfer agent, reglstrar o
paying agent (each of the former, a “Fiduciary™), ;f any, under afi

agreement or document related to the Offéring and may appeint orcausi
0 bc, app@mtcd suth addmenal paymg a,;ents reeis’a'ars and ,custo_ iR

wolutmn o resolutxons rcla.tmb to such ‘appointment, each. suel
esolution be, and hereby. is, adopted by the Board as if fully et fort]l
rerein; and that any Authorized Officer be, and hereby is, autherized am
directed to certify the adeption of any such resolufion ¢f the Cotporation
as if fully set forth herein and to insert all resolutions in the mintte book
of the Corporation immediately following these-resolutions; and be |
Further

RESOLVED, that. cach Authorized Officer be, and Hereby is
zutforized, in the ridme and on-beé f the: Corporation, lo excoute an,
deliver sueh other soreements; instruments, certificates and othe
Jocuments-as may be requited by afiy Fidugiaty or as any such office
deems necessary or advisable in conngotion with the exeeution am
performance of the Offering by the Corpordtion and t¢: effect the inten

and to accomplish tlie obj,ceﬁ-Ves' of thie Offering; and be it forther

.

Conversion Agency Agreement

RESOLVED, that any Authorized Officer-hereby Is authorized i
the name and on behalf of 'the Corporation to negotiate or Cause fo ]
negotiated the terms. and conditions of any conversion: agency dagreerher
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 Aoreement”) that may be entered ihto ir
connectmn wﬂ:h the Préferred Stock iwith Computershars or ong -6t Mot
ather conversion agents selected by any Authorized Offfeer; and fhat- eaoh‘
of them hereby is, authorized and empowered fo execute and dé
cause to be executed and delivered the Conversion Ageney. Agreemiesit;, in-
the name of and on behalf of the Corporation; and be it further

State Securities Laws

RES’LVEB that. 1t |

such ofhcers may deum advzsable in. erder to comply vmh the laws of suc]:
states, and in eénnection therewith to execute 4iid. file all requisits papets
and decuments, including but net limited 1o, apphcan@ns FEPOTES, surety: :
bonds urevocable couspms and appomtments of artemeys for se ¥ic

;npers or decuments $6: ex:ecured and be: 1t fm‘ther

Listing

RESOLVED, that the Authorized Ofﬁccrs of the Corporahon be
and each of them herehy 1is, authorized to apply to the New York Stock
Exchange, and any other securitics exchange determined to be in the bes
lmc,rt::t'% or 1he Corporatlon by such ofﬁcers (whlch determmahen shall bt

..ubsequcnt Ixstma 1or appl B§.] v 21Q an ;
agreemients or ottiet ‘do ments reqmred in connec‘uon thierewith, in e
name and on behalf of & Corporation, to affix a. corg@rate seal to- suck
dotuments, to. make such chinges iti aify: of’l lhe $amié: ds Ay be hgeessary
1o conform with the requirements for listing, and to appear, if requested
before the officials of such exchange and to make all appropriat
registrations or applications undér any applicable securities laws, and ®
do any and all things as they in their discretion deem necessary to effec
such listing; and be it further

" Payment of Fees and Etpenses

RESOLVED; that the: Authorfized Offfetts be; and each of them
hereby is, aufliprized,. empowered -and d:rectad in-the name of and or
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behalf of the Corporation, to pay any and all expenses and fees arising in
_connection with the Offering and the issuance of the Securities, all
registration fees of the SEC, under securities or Blue Sky laws of the
“various states of the United States and other Junsdlctlons the listing of
Securities, legal fees, accounting fees or otherwise in connection with
matters encompassed by the foregoing resolutions; and be it further

General Authority

RESOLVED, that the officers of the Corporation be, and each of
them hereby is, authorized, empowered and directed, in the name of and
on behalf of the Corporation, to take or cause to be taken any and all other
actions, to make all payments, to make all filings, including filings under
the Securities Act and the Securities Exchange Act of 1934, as amended,
and to negotiate, enter into, execute and deliver all agreements
certificates, instruments and other documents as may be necessary, or in
the opinion of the officer acting on behalf of the Corporation, appropriate, -
convenient or proper to effectuate the intent of, and the transactions
contemplated by, the foregoing resolutions and to effect the performance
by the Corporation of its obligations under any agreement, instrument or
document referred to therein or contemplated thereby, such agreements,
certificates, instruments and other documents to be in such form and to
contain such terms and conditions as the officer executing the same shall
in his or her sole discretion determine to be necessary, appropriate,
convenient or proper, the execution and delivery thereof by such officer to
be conclusive evidence that the same were authorized hereby; and be it
further :

RESOLVED, that the officers of the Corporation be, and each of
them hereby is, authorized, empowered and directed, in the name of and
on behalf of the Corporation to take such further action and execute such
documents as any such officer may deem necessary or appropriate to carry
out the purposes of each of the foregoing approvals and the transactions
contemplated thereby; and be it further :

RESOLVED, that any actions taken by any officers, agents or
representatives of the Corporation prior to the date hereof that are within
the authority conferred by the foregoing approval are hereby ratified,
confirmed and approved as the acts and deeds of the Corporation.

RESOLVED, that any other resolution necessary and desirable to
carry out the intent of the foregoing, and not inconsistent therewith, may
be adopted by any one of the Authorized Officers upon advice of counsel
by having said Authorized Officer direct such resolution to be placed in
the Corporation’s minute book and such resolution shall be deemed a part
of‘these resolutions as of the date herein.
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There being no further business to come before the miceting; fhe tHgely & wés,
upon metion duly made and seconded, adjourned.

Respectfully submitted,

Jeldey A ik
Joffrey-A. Welikson

10
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