
CONFIDENTIAL TREATMENT REQUESTED BY
LEHMAN BROTHERS HOLDINGS, INC.

L~~ BRDTH.ERS HOLDINGS INC. 
Miin:rt.es ofthe Audit Cornmitt¢e 

Juty. a •. 2oos: 

" . . A _t~l:fl~J~i~ ~ee~g of;~e; ~tttHt G~~ttee ,o~ ~e~an g,tofr7~; ij~1~~:.D1?.· ~~~e_-
Gorporati:Qn , Holdmgs or., ·coll~tvely wtth 1ts s:ubstdlanes, th:¢. ~1rm.~) was held J01·at1y 

v·iith a meeting of the Audit ·Con'lmittee of L!fhmart Btotlier;$:.In,9.· {"L~:BI"). in tb;e $¢.rard ~6~:,. 
31st Floor, 745 Seventh Avenue~ New York, New Y.ot~ em July .8:; 2'008~ at tiJ~O<}·a.ri:L, pursuant 
to· '<vrittcn notice. 

Messrs. 

Sir 

Michael L.AinSlie 
Roger s.. Berlmd 
Thon:tas H .. Cruiks.hank (Cbaitrnan) 
Christopher Gent 

ALSO PRESENJ'.BY INVITATlON 

Messrs. 

Ms. 
Messrs. 

Martin KeUy 
Ian Lowitt 
Beth Rud0fker 
William Schlicb (Ernst& Young) 
Arthur F. Tully (Ernst &Young) 
Jeffrey A. Wetikson 

~p·pR··o· ·x 7AL. o~·":\.""""-rrt-T'Yl'S·::. i:.'l. : . . . 'V.,. . . . ... .' .. !~ .. J.y .1;.!-.l''j:(,L '-Ui·: 

The first Grdet·Cifbus1ness waso:the approval o.fthe Minutes·otthem.eetiirgs·helct on M~y 
7, 200S and June 13. 2008. Upon motion duly ma~le ijpd sq~o.noed,.it w.as unanimo,us.iy 

RESOLVED, that the Mint~tes of the meetings ,ofthe Audit Cotnmtttee 
held on May 7, 20U8, and June 13, 200'8 are hereby approved in th<\l for-m 
subt~itted at this nteeting, alld tb.at a copy of such Minutes he :p:lac.ed. in the 
appropriate Minute Book ofthe:Corpora.tion. 

REVIEW OR ,S.E.COND ... Q;UA!tt~liL2Q.Q8 MD.&A. AN)) CONSOLIDATED .FINANC!AL 
STATEMENr.f;S ANii:DISCLO.SfOl~.E-CONTR0:tS Ai'ID·PitO.CEDU:ltES 

Mr. Kelly discussed a mee:ti·n:g, U1:at Mr. Ft1ld and Mr. Lo:witt had held·:·ear'Iit:::r m th~ d'ayto 
rcvie>v the draft of the Fonn 10-Q: with certain sertror rnemhets of Finn mariagcinerit, cettrijn 
offl,.;..:rs who have particip~ted in the preparation of the. lO ... Q and representatives of Ernst & 
Yotmg and Simpson Thacher & Bartlett. He stated that the lO~Q, the Finn,s internal control 
over financial reportir.~.g; disclosure controls anti procedur-es and the CEO and CFO certifications 
of the I 0'-Q were reviewed at tbatmeeting. · 
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Mr, Kelly then htttoduced the review of the fin:<tnci·o:d statements (in.e'htdi:ng the; mattes: 
rherero) andJhe Managemenrs Discussi,e.n. and. Analysis of:FmanGial Con~U'~iO;ri ai:r~f R:¢-suJts :of 
Operations c·MD:&A") to b'e conmift~c;! in: tb;e· lO.~Q. H:e not~ that:·o:et leverage at .Wt¢ end 'Q,f ~~ 
quarter was 1.2::.0.6, r.ath.'¢1' tha:n 't2;0 ·ast-epotte®.irf the eaniiitg$: pres$ r¢1e~ :~;h.i~t9 an ~dJi.lStw~t 
in net 8$Se$.• hlc :~fsp. !1gte!i.·~ $9.0 ,miJ.:lion 1n:'lii~¢riy te~nes preWibti.S~y Hiciud'~<fitl ~~ASset: 
management and dither'" wca&·n6w i~eluded 1ft, ''Pnncip~·~~cfiops'' 'inste~ .. 

Mt~ Kelly de$cribed the :procedt~.res. Ulldertakerr by lim and: tander hiE supen'liDE>it in: 
connection With colle.ctihg, ptoce5sin(g and disclosirigthe i:p.f<trinw,i9~l cot:)'taineo·.:W; N!b:&A,Jhe 
fina11cial stat~~;nents, the notes thereto a:rtd the :other. 'financ1ai :aoo statistical ·mfefr#:anot\· ilfltb,~ 
Fonn lO~Q; He then reviewed th¢ finan:cial ~~~en1.ents· an,d :notes tberete w!th -tJjedtomm~tte¢~· 
highlighting the notes on. Significant ·Aec.ouiirli1g Poli:cies'.(pa.rl;i~,arly the:se¢~'qn$.gr,I (iefiva#i:v~ 
contracts, the fair value liier'J,rcb:y and t:h$1g-eB to the. PIN ·4Q€ftJ C0'nsoU<iation 1nedel);; Fthanci~l 
lnstruments and Other Inventory Positions (j)miiculatly tb~; s:ec:t;ion pn regl i;:s~te .h¢lp tQrsctf~) 
and Fair Val'll.e .of Financial Jn:stt.liltrl.ents (p:articularly· the:.Lever 3' asS.ets). 

Mr. Kelly :then reviewed tb~ MD&A portion ··df; the HJ .. .Q~ m ±i'~rtlt:t1l~ ~}·13X~tive: 
Overview (pwti:qulaiJy 'the busi1l~?& ~vlronm~nt), Critical Aeeoun.tmg Poli-cies ·and: Estimates 
{particula:dy the Level 3 ass.ets)'2 Ct>n$o:l'idafed Results of"Opera,ti.ons (partieulcitly SHra:fegic 
Investments), Impact from Market :Events; Business .Segments, Oeegraphic Segments· (:at this· 
poinr Sir Christopher Gent d.epart~d the call), Liquidity, Funcling and Capital Resources, Off­
Balance-Sheet Arrangements. and ,Risk Mat1ag;etnent, inch.tding valtte-at..;risk and daily trading 
net revenues, 

The Conunittee dir~oted ·questions te :managem¢nt. and :Ernst.&. Yooog.r~di~ .th-e· 
proposed elitnill~tiQll qf QSPEs :aif~ ch~~s in the· f'JN 4:6,(~) ·CO~~Jid@,ti,GJllll®~l~ r,~ e$tfl:,t~; 
held for sale, goodwill, the su.n:u:i~Htry of resUlts: iitthe Executive Over\i'i::ew. in. the ~&~ 1t3 
Capital· Partners~ thy result$ for tlie<,~et:Q.n.d g:gart~r :.i;rl Eure,p.e and the Mi:.ddl~ E$t md in A~a,.. 
Pacific; soow;ed funding, YiiR., the dtstrlbution oi.t''trading n.et rev~u,es, :and CS'E R.~1at~ry 
Capital. · 

Ms. Rudotker then discussed ·the Ii1temafAudlt processes 1n ooru1ectioii witlithe J:C-Q. 

ERNST & YOUNG REviEW .O:F SECOND QUARTER .. 20:0$. CQNSOLIDATED 
l<"JNANCIAL STATEMENTS 

!vtr. SchUch of Ernst & Y'oun~ discussfld the Q.ua:ttetly Review Rep.ort to the A~dit 
Committee to b:e iss:ued by ·Ernst&, Y0un;g, .stating that Ern-st & Young: ltJad <>Ompleted their 
tcview and that their unqua·lified ·reView report h'ttter wilFbe it~cl:Ud:ed in th~ lO-Q~ ~tf~q:;noting··t.~:at 
accouniing poli¢'i~. :b~d 'Qet;Jn .co.nsiste;ntly-..applie~ fi:e.··.di:s:cq;ssedAhe :s¢of.i~ ·of. a.. tev.fe.w of lf.rtei1itn 
finam:::.ial statements; .which consistS prindipally·.of an~:ytic.al t:eView <P.ro¢e1if.'llr~' a:nd :inquiri~ .o.f 
Firm personnel. Mr: SchUch repQ;rt,ed tb:at ·. ar.eas . of specifi.c· focus this quarter irtelud:etl the 
valuation of a8sets, liq.tiidity, capital;:and valuation of the Firm•s debt. He stated tliat ErnsL& 
Young was not aware of any material modifications ne·eded for the finandal statements to be·tn 
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c011fonniTy with GA'\P. H:e. ~lso stat~ thai he was not aware . .qf ,any materia:! w¢~esses ~:P 
internal control. 

1111~: Chair.m:1an 11otecl: thalfu~ CQm~ttees tha;J.tel! Fe!;JW>r-es•:tftat the:{;omrni~:p·~rt.G~r:np~ 
review ancl· evaluati·on, at leaSt: a:ririu~l'Ily~.·ofthe .conipliatroe· of':the··,(:;tifulnJ:ttoo wi'th·'its'·Charl;~r.. 
He referred to.thc annot.ated cqpy:Gf.tbe Charter cli'S.tdiluted·to the· Com;mlttee in advan·ce :of the 
meeting that highlighted the provisi·ons that require specific actions or decisipns br the 
Corilmittcc or the full Boar-d an.d'.:intiicated (a:} for ree'l:lrring matters, the;.Comrbitte¢-0r :t:UIJ B0.atd 
meeting or meetings du'ting ~ach .y~ar~t whitih ~h it~m h~ b.een~ and ts intenct.''ed'to. qonti!Jq:~:;~o 
be, addressed, or (b) fot n1attets r.eqtil&g :o~·goitrg compliance. that oo.mplian:e::e is ongo-iij~1 <>t 
(c) for one-time &Gtionso: ~e.:aat:e. QR \\1/1\i'e.ii: ih:~·.'a~tl~tf; t~k ph.tqe •. , 'Tlie Ch~ttnan i4~i~flt~~d>fhat ~­
.did. ncit see any· deflqi:~nrii1fs: with, r~trec~ t'Q.,.tl,ie ::cor.mnitte~?;s ¢.~:0#Pliitrt¢e Wi,ffi .. itS .'~h?rt¢1' ·~a. 
asked the other Ctm:i'tn:ittee metribers' and management to · rals.e any defhzimci.es, questions or 
Gom.ments. N:o :issues or d~fici~r;rd!3$ were·nqt~. 

PRIVATE $ESSlON 

There being no further busi!ness, upon motion duly made arid seconded; the r'he'eting was 
adjoumed. 
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