VIAN BROTHERS HOLDINGS INC.

Miirnstes of the Audit Committee
July:8, 2008

wnh a meetmv of the Aud1t Comrmttee of Lehman Brothers..-fnc (“LBI”) in the Board : F iy
31st Floar, 745 Seventh Avenae, New York, New York, on July 8, 2008; at 10;00-d.0:, pursuant
to written notice.

PRESENT - COMMITTEE MEMBERS.

Messrs. Michael L. Ainslie

Roger 8. Berlifid -

Thomias H. Cruikshank (Chairmian)
Sir Christopher Gent

ALSO PRESENT BY INVITATION

Messrs. Martin Kelly
lan Lowitt
M, Beth Rudefker
Messrs. Willizmn Schlich (Brnst & Young)

Arthur F. Tully (Emst & Young)
Jeffrey A. Welikson

APPROVAL OF MINUTES

The first order of business was:the approval of tlie Minutes-of the meetings held on May
7, 2008 and June 13. 2008. Upoen motien duly made and seconded, it was unammausly

RESOLVED, that the Minutes of the meetings of the Audit Commitiee
held on May 7, 2008, and June 13, 2008 are hereby -approved in the form
submitted at this nieeting, and that a copy of such Minutes be placed. in. the
appropriate Minute Book of the Corporation,

REVIEW OF SECOND QUARTER 2008 MD&A AND CONSOLIDATED RINANCIAL
STATEMENTS AND DISCLOSURE CONTROLS AND PROCEDURES '

Mr. Kelly diseussed a rheeting that Mr. Fuld and Mr. Lowitt had held earlier in-the dayto
review the draft of the Form 10-Q with certain senior memibers of Firm mamagement, certdin
officers who have participated in the preparation of the 10-Q and representatives:-of Emst &
Young and Simpson Thacher & Bartlett. He stated that the 10-Q, the Firm’s internal control
over financtal reporting, disclosure controls and procedures and the CEQ and CFO certifications
of the 10-Q were reviewed at that meeting, '
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Mr. Kelly then infroduced the review of the ﬁnancxal statements -(including. the notes
thereto) and the \fianav:mment s Discussion and. Analysis of Finaricial Condition and Results of
Operations (“MDE&A™) 16 be &b > 10:Q. He nated thatinet leverage at fhie end afithe |
quarter was 12:06, ratirer than: 15 . A thie. eauniiigs press releass, due. to an adjustment
in net assets. Healsonoted that $90 million in quarterly revennes previously inclhided in “Asset:
managemerit and 6ther” wasinow included in “Principal transactions” instead.

Mr. &elly described the Pmcedures undenakm by : and wnder B supervision it

and Fai—r Va:lue .o'f Fi-nanci‘-aal Instramems (pm‘hcularlythc Level 3 assets)

Mr. Kelly then reviewed the MD&A paition of the' 10-Q; in parficular the ExecuuVe
Overview (particularly the business environment), Critical Accounting Policies and B8
(particilarly the Level 3 assefs), Comohdated Reslts of "Operafions’ (particlarly Str ategzc-'
Investments), Impact from Market Bvents, Business Segments, Geographic Segments (at this
point Sir Christopher Gent departed the call), Liguidity, Funding and Capital Resources, Off-
Balance-Sheet Arrangements, arid -Risk Management, including value-at-risk and daily trading
net revenues. .

The Comunittee directed questions to managenicnt. and Birnst. & Young regarding the:
proposed elimination of QSPEs and changes in the F N 146‘ R) consohdatl 7 mtiel reaI estate:
held for sale, goodwill, the summary of resalts i the ' iet% 1h the MD&A, R
Capital Partners, the results for he.sevond quarter in: iurepe and the. Mlddle East and in
Pacific, seeured finding, VaR, the' dxs,mbuhén of ‘trading net revénues, and CSE Regu}atmy
Capital. :

Ms. Rudotker then discissed the Internal Audit processés in connectiot witl' thie 10-Q.

ERNST & YOUNG REVIEW OF SECOND QUARTER 2008 CONSOLIDATED

FINANCIAL STATEMENTS

Mr. Schlich of Ernst & Young discussed the Quarterly Review Report te the Audit
Committee o be issued by Bmst & Young, stating that Bmst & Young had campleted their
review and that their unqualified revi 'w.-:report Tetter will be ehided in the 10-Q; andinoting that
aceounting policies had been.consistently applied. He discussed e scope of a review of nterim
financial statemients, which consists prinéipally-of analytical review. procedires and inquiries of
Firm persomnel. Mr. Schlich reported that areas of specific: focus this quarter inthided #ie
valuation of assets, liquidity, capital,-and véliation of the Firm’s debt. He stated ‘that Ernst&
Young was not aware of any matetial medifications.needed for the financial statements to be'in

o
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conformity with GAAP. He also stated that he was not aware .of any material weaknesses in
internal coniroal,

He rcﬁ,n cd to thc armotated copy of the Chaxtcr dasmhuted te thc Committee in advanca of the
meeting that highlighted the provisions that require specific actions ¢r decisions by the

Commitee or the full Board and indicated (a) for récurring matters, the: Comrnittee. or full Board
meeting or meetings during gach yearat Whlch each 1tem has been and is mtendbd to commue to
be, addressed, or () for matters ree  GBEo i, O
(c) ’For one-nme actlens the date ©

asked the ether C@l‘ﬂ‘lm‘thC’: b s .and manaoement to- raise any deﬁowncxes questmns or
comments. No issuesor deﬁmmciss were noted.

PRIVATE SESSION

The Committes met in privite Session with Emst & Young.

There being no further business, upon motion duly made and secondéd; the méeting was

adjeumed,
Respecifully sabmitted;
Jeffrey A. Welikson
Secretary
3.
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