
CONFIDENTIAL 

LEHM'AN BR,OTI:tE!tS HOLl)lNGS iNC. 

Minutes Qf the Uoarq ~>fl)ircdors 
January 29, ZOOS · 

A meeting of the Board of Directors of Lehman. Brothel'S Holdings Inc. (the 
"Corporation'; or collectively with its supsidiarie,s; tlu:: ''finn;) W<lS held in the Board 
Rooril, 745 Seventh Avenllt'.\ on January 29, 200~, at 12:00 .p.m., pursl:iat)t to :written 
notice. · · . .. . 

PRESENT- .BOAiiD l\1EMBERS 

Mr. Michael L Ainsli(! 
tvlr. John F. Akers 
Mr. Rogc.r S. Bedind 
Mr. ·nwmas H. Cru:ikshan:k 
Ms. Marsha Johnson Evans 
Mr. Richard S. Fuld, Jr. 
Sir Christopher Gent 
Mr. Roland A .. Hernandez 
Mr. Henry Kaufrn::m 
Mr. John D. Macomber 

ALSO PRES.ENT BYlNV(TATION 

Ms. Erin M. Callan 
l'vfr. Thomas A. Russo 
Mr. Jeffrey A. Wclikson 

APPROVAL OF MlNlJl'ES: 

The first order of business WM the approval of the Minutes of the Board of 
Directors meeting held on November 8, 2007. Upon motion duly made and .seconded, it 
\vas unanimously 

RESOLVED, that the Minut(!s of the meeting of the .Board of 
Directors held on November 8, 2007 are hereby approved in the fomi 
submitted at this meeting, and that a copy ofsuch Minutes be plac:ed in the 
appropriate Minute Book,-()ftheCorpqrajiqn: 
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REPORT (Hi- THE NOMiNATING KN'n CORPORATE _ GOVERNANCE 
COMMITTEE 

Ms. Evans gave a report on the ptevious day's Nominating and· Cotpotate 
Governance Committee meeting. Ms. Evans reported that the Committee was 
recoinrnending that all of the Board members be designated as the Cotporation's Director 
nominees for election at the upcoming Anr!ual Meeting ofStocl\.lloldets. She stated that 
the Firm was not aware of any material relationships· that would prevent the ·Board of 
Directors from concluding .that all of the tton"tl1(tllag~.rn~n,t Dir¢¢tot nominee-s ar.e 
independent. After discus~i_OQ, · Upon Q1Qtion gu}y. ffi~de @.cl s~iid~q, it WaS 
tmanimously 

RESOL'VE;D, that l.lPl?h tlW recqrnroendation Of ~1e. Nomin~'ti!Jg 
and Corporate Governance Committee, the: ful~owing: indiVi<iuals are 
hereby design."lted by the Boa(d of Oit:IO!CtQrs aS. tb:e CQtpo.ration's Director 
nominees: 

Mi chc1,el L. Ainslie 
Jo4n F. Akers 
Roger S. Berli'nd 
Thomas H. Cruikshank 
Marsha Johnson Evans 
RichardS: .Fuld, k 
Sir Christopher Gent 
Roland A. Hernandez 
Hemy Kaufman 
John D. Macomber 

Ms. £vans alsd reported that the ())niro!tt¢e teq¢iv~d a preseritatioii frotn 
Ridgeway Partners regardirtg potentia[ candidates to SetVe"ort tb.e 'Board of Directors. Ms. 
Evan_s distrib~ted nuiterials to the Board ~garding the leading dir¢¢tor candid~tes and 
additional potential director candidat~s. S1te proviq~.(l ~ ~pd.ate on aJeadi:[lg director 
candidate, Mr. Jerry A. Grmrdhofer; ai1d reported on planned next steps i.vith respect to 
Mr. Gmndhofer. Ms. Evans summarized the Committeets discll:ssion of the candidates. 
Mr. Cruikshank reported on his mee~ing with one of tl:te candidates. 

REPORT OF THif.FINANCEAN.D"RlSK COMMITTEE 

!vk Kayfman gave a report 9n tl1e ',Finan.p~ apd ;Risl( '00I11lllitte~, meeting held 
eai~ncr that day. He discussed the 2oo8 stock b1Jyha_ck program and the reconlriiended 
increase in dividends. Mr. kaufman reported truii the Comtnittee was recommending a 
total stock repurchase a:nthorization ;of up tp 100 million shares for the management of the 
Firm's equity capiiill, iricltiding; dilutic)n fton,1 employee awards, subject to market 
condition:;. He noted that this authorization s:upersedes the previous share repurchase 
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l'v1r. Kaufman reported that the Committee waste-comn'lending a.l3% increase in 
the Corporation's commqn stock dividend fronL$0.60 per share in 2007 to $0;68 per 
share in 2008. He di:Sc~i$~ thftthis divid~d imire~e signals IIWJlage~l1~nt'$ confidence 
in the fin~mcial health of the .Film a11d also mruntaillS the· Fimt's po.sitkm .. ~ a: gr~y.,th 
stock. 

Wlr. Kaufman then reported on. the presentation t() tile Conunitte~ tegarding the 
2008 budg~t. He described that the 2008 budgeds subject to much tUICertainty due to 

. econonlic and market conditions. Mr .. Kaufman r~port:e4 t:hat. as a result, the Committee 
focused its review and discussion on risk ii;sues, incluqirig a8S~t composition, liquidity, 
asset valuations, market and credit risk, and other. matters. He reported thatthe .Finn has 
maintained compliance with its con::;eryative ftm~:Ung .framework despite cbalienging 
credit markets, noting_that the Finn hitd a reeord Wl~idlty st;trpltts at_:fiscaly(f~-end; _tvk 
Kaufman also discussed tl1e balance sheet grtw .. 'th, pcfrticglarly, in mortgage and loan 
assets, and t\oted the i.nctease in theFirnfs leverage at fiscalyear-en.d. · 

After discussion, upon motion dol y :n1ade and seconded, it was unanimously 

RESOLVED, that l1POn the recommendation of the Finance anq 
Risk Committee, the Board of Directors hereby adoptS the follcn.ving stock 
dividend policy, effective for dividend...;; ,payable on or after December l, 
2007: it is the policy of the Corporation to. deelare ar.J.-d pay. an anQuai 
Comnion Stock dividena of $0;68 per share (\vhich equates to $0,17 p~t 
share per quartet). 

FURTHER R.ESOLVEO; that the Coi;}loration hereby declares a 
regular dividend on· its Common Stock in the amount of $0.17 per share, 
payable in cash 011 February 22, 2008 to each person \VhO wa,s:the·hold~r 
ofrecord thereofoit Febmacy 15.2008. 

WHEREAS, the Board of Directors has detem1ined that it is in the 
best interest of the Corporation to continue to purch~se $hares of Conitiion 
Stock of the Corporation in order to, among other things, fund the issuance 
of shares under .various compensation pl~u:~f:!; it is thet'eforc 

:RESOL~n, ·that the BoaJ::d- of DirectQrs hereby approves a 
Co:mmon Stock repurchase plan as presented and recomti'i'ended by the 
Finance and Risk Committee under which. th~ Corporatiqn may 
repurchase, snbject to nurrket . conditions, up to 100. tniUi:on shares- of its 
Comnwn Stock for the manag¢ment of the .Corporation's eq\llty capitiil; 
including off-setth1g dilution due to employee s~ock a~¢;, 8S proper 
officers of the Corporation deem nece-SSary or advisable. This resolution 
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shall supersede and replace the Board of Ditecturs' pte'i'ious share 
repurCl:taSe t~soluti<>i'i adopted on Janual)' 31,1(}91. 

FU'RTI£ER RESOL VEl}~ that t~,pon ·recommendation· of the 
Finance and Risk Committee, the Board ofDrrector:s hereby approves,. as 
part ·of such rep\trohase pla]l and subject to· the limit on the number of 
shareS which may be repurchased~ the entry into call options on siw:res of 
the Corporation's ··Co ramon Srock, a.o;., proper offi.cers of the Corporation 
may deem advisable. 

REPORT OF THECOJVIf'ENSATlON.ANDBE~'EFifS COM1VILTTE'E 

Mr. Akers reported on the meetings o'fthe Compensation and aenefits Comni:ittee 
held on the previous day and. on Decen1ber 7,. 2007. He noted U1at he would discuss 
executive compensation, including the compensation of the. Chief Executive Officer; at 
the executive session Of non~managemcnt Directors. Mr. Akers reported that the 
Committee conducted its annual Committee self assessment and reviewed the Commi~tee 
charter. He stated that the Committee is reconunending amendments to its charter to 
ref1ect changes in tlie new executive compensation disClosure requirements, and he 
referenc.ed a memo describing these ~endments which had been distribute<! to thp 
Dh'ectors in advance of the meeting. After discussiqn, upon t~'lotion quly JnaM and 
seconded, it was un?.rtititously 

RESOLVEO, that, \lpon (l}e reconuneudation of the 
Compensation and Benefits Co:rintnrtee, the amended Compensation and 
Bm1efits Committee Charter presented to the Board of Directors is hereby 
adopted and approved as the Compensation and Benefits Committee 
Charter. 

Mr. Akers stated that the Committee also is recqmmending amendments to the 
Executive Incentive Co~pei;l$ation.. PI~ {formerly· knowti C!S the Short~ Term Exe~ntiVe 
Compens<.ttion Plan) and referenced a niemo descriHng. these ~mendn1ents .'\vhich bad 
been distributeq to 'tlw [)ir~tors in advan~ of the meeting. After discu;;sion, upon 
motion duly i11adc and seconded, if was urmnimonsly resolved 

WHEREAS, the Compemxitiqn and Benefits Committee of the. 
Board of Directors has recommended to the Board of Directors the· 
adoption of the Executive Incentive Comp-ensation Plan (F/K/ A Slmrt­
Tcrm Executive Compensation Plan) in order·t() meet the.requirements for 
the continuing deductibility of certain compensation paid to executives 
under Section 162(m}of the Intemal Revenue Code; now therefore beit 

RESOLVED, that tpe Boarq ofDi~\tQis :hereby (i) adopts the 
Executive lnce11tive Compensati.ilt:l Piw in the form attached hereto as 
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Exhibit A, subject tO the appmvar of the stocfhoiders of Hold~rtgs, (ii} 
directs that the·approval oftheE~ecutiveJncerttive Compensation Planhe 
considered at thl! 20Q8· Annual Meetiqg ofStoekholdets of the Corporation 
scheduled to be held .on April 15, 2008 (the "Annual Meeting"), and (iii) 
recomm:ends to the stockholders ofJioldings the app1·oval ofthe Executive 
Incentive Compensation Plan at the Atm:ual Meeting. 

FURTHER RESOLVE[), that t!te officers of the CorpQrat~oJ:l be~ 
~md they her~ by are~ atitlJ9tized: ~d directed to take suctt further ~~oti . 
with tespect to the fot:egoiilg plans" &r~d prq~~ inci.udiiig1 :tvithout 
limitation; .. preparing. ·and distributing award agreements and/or st&tements, 
making adjustmen~ for amOI¥l;tS dl,le the Corporatien by the award. 
recipient, and executiirg such fUrther documents and taking such further 
action as they may, With the advise of counsel, deem necessary or 
desirable to cany out the purpose and inte!lt of the foregoing resolutions, 
or to comply with law; and with r~Spi!Ct to those awards· which are subject 
to the laws of any foteignjudsdicdon, the: officers of the 0)rporation are 
each hereby ~uthorized and dir~¢ted to ~eterm.ine the form of awards ,to 
et11ployees who are person~lly residing outside the Unit¢p States and to 
take such actiotis and to make such a1uendments including, without 
limitation, preparing and executing SliCh trust instruments or Qthei 
documents as they may, with the advice of counsel, deem necess<rry or 
desiniblc to carry out the purpose and intent of the foregoing resolutions 
and to achit:ve i.ax efficiency and to compiy .,;v~th the provisions of any 
relevant local law or regulations in those tenitories, p.rovidedstich actions 
do not result in an incremental material cost to the Corporation. 

Mr. Akers stated that the Cqmn1i~ee b.;:gan its review Q"fmu~ge.rj:te:qt's propos~I 
to irrcreasc the sha,res available un9er the2005 Stock Incentive::rl~ to :oe. submitted for 
stockholder approval atihc 2008Anmui:lMt»tii:!ig ofStoc.khqlders, He Xi!POrtt;:d th~tth!! 
Committee expects t(' finalize ~nd ~pp:rove t,he incr~as~ in shares uilder the phtrt .l)e:fore 
the filit1g of the proxy statetnent, and he rioted that this amendment to the· pian vJln also 
require approval by thefullf3()"ard. 

Mr. Akers reported th~t at its December meeting, the Committee reviewed the 
pe-rformance results and certified the Restricted Stock Vnit C'RSU") awards earned 
pursuant to the 2006~2007 perfom1ance·b~ed RSU awards. He des9ribed t)aat tl1is 
certification of pe1'forU1ance: i$J)att (lf Ute pr(>cess needed to ensure the·<i:\V~<Is:ate eligible 
to be tax deductible; He :also reported 'that the. Corotnittee approved higher equity defutral 
rat~s, for ~nfor"lexel managhtg ,dtrectqnvas a compopent of tll.eir 2007 cpmpt:msatiqn. 
Mr. AkerS described t~t typibal})'. the maximum portion of cotnpensation received in 
equity for tr managing .~irector (other than ·Executive Committee men1bers}'ts.~O%, but 
that the Committee incrt;ased the eq.,l;i.ity coinponent to 62% fOr managing directors 
earning $5 million or more. He discussed thatthe Committee's objectives in making this 

LB 010540 

FOIA CONFIDENTIAL TREATMENT REQUESTED 
BY LEHMAN BROTHERS HOLDINGS INC. 

LBHI_SEC07940_027 450 



CONFIDENTIAL 

chru1ge were to increase retentio11 for· the affected managing ditectprs and to defer some 
compensation expense into subseque!ityea:rS. 

Mr, Akers reporte.d that the Comm_itt¢e reviewed, artd approved ~everal s¢dal 
awards, including: RSU awards for senior;tevd new hires in the reeruitmerit process; 
RSU retention awwds for (o1,1r s~Ject .employees v.ithin the lnvesttpent Management 
Division and Fixed In com~ DiViSion; and sJ:i¢eial treatment for th~ U!tv~t¢4 RSV awards 
held by select individuals who will be teaviiig the Finn as part of a start-up hedge fund, 
where the Finn· will have significant o\Vners.hip interest, Mr. 1.\k.ers ~lso reported that tb,e 
Committee approved year~end RSU awardS for employees of Libie:rtyView, a hedge fund 
that is part ot the Neuberger ':Berman business, and he e>-:'J)lained that their petformant.e 
year is based on the cal~n.d:ar ye;~.r, so ;iWards are ~pproved in January rather than 
D~cember. Mr. Akers reported that the Committe~ reviewed EWd approved ·the 1007 
compensation process . for. Lead Equity Research Analysts, as required by the research 
settlement and 1\few York Str>ek E~chan.gerule<s. He reported thatthe Committee: also 
reviewed a report of the top .50 mo~t highly <;ompensat¢d e-mployees in the Fjrr:n, bdo.w 
the executive group. 

Mr. Akers described that t11c Committee has .reviewed and given input on several 
evolving drafts ofthe Compensation Discussion .and Analysis for the Company's 2008 
proxy statement disclosure. He also reported that the Committee reviewed pai-ticipation 
in the Supplemental H.etirement Plan C'~RP") and described that, b~1se.d on analysis of 
market trends; competitive benefit Vi1lues, ttnd expense tb th~ Firin,the Committee agreed 
th~it it would. not extend 8-RP benefits beyond the C.:t.irtetlt group Q'f'paiticipants. Mr. 
Aken; reported that the Cop:unitt~e began the prqc~ss·qfrevie.~filtg lhe 2008 goals and 
<>bjeutives tor the Fint1~s pxecutiv6 Coitirnittee ~1d executive offiCers:. ~lr. Akers also 
reported that the Committee approved the 2008 compensation formulas tor tbe executive 
otlicers and Exec~Jtive Committee n1embers. He described that thefommlas ~re based on 
pre-tEL'\. income, consistent with the 2007 formulas. He stated that the Cotnniittee also 
discussed the Fim:l's compensation arid benefits expense as a percent of ·net revenue for 
2008, and he reported that this discussion is in progress. Mr. Akers concluded by stating 
that the discvssion of executive compensation would continue during the executive 
sess.io.n of non"nianagcment Directors. 

Me· Cntikshank gave a re.r?'rt on the. Audit C¢nmiittee meetihgs .held 011. 
December 12, 2007, January 2.4, 2008and. on the -previous day, He :reported that at its 
December 12th meeting,. the Committee reviewed the fourth quarter and year-end ean1ings 
press release. He reported that the Committee also received an update on services 
provided by Ernst & Young, including a review of services requiring Committee pre­
approval and a review ofy<:;ar~to-date fees. 
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-... Mr, •Cruikshank next reportcd __ Qn. {he Con-unitt~: meet~g:iteid :orr January Z4;-
2008. He. m.ated that ·Ms. :C~tail ancf Mt. M"El.rtin K~lly •. t1i~ :corpqr.#i,pn's iFin<'Ulqi:~ 
Controller, reviewed the .tinanci~l staten:ients·an:d.notes · ~1.<;ithe Iy1ap[tgen.tent•sDi~~~~~!l 
and Analysis of FinanciaJ Conditi<Jn and Results of Qpetations f'MD&A~?') to ~be inciuded 
in the Corporation's Annual Report on Form 1 0-l< for the .fiscal y~r endedNov~ntl:!er 3.0, 
2007. as well as the proceduresfor·col!ectiri_g, processing and disClosing the iriformation 
contained in the MD&A and the financiai statements and notes. He :described that Ms. 
Callan and Mr. Kelly review~! details of the 'Finn's results, balance sh~et; risk1 and 
criti~tl accounting policies, &rid that they highlig~ted $igntficant changes &nd iric:reased 
disclosure in the Form 1 O-K for fiscal 2001. 

Mr. Cruikshank reported that Ms .. Beth Rudofker, Gf9bat 1Jead o1'CorpQrafe 
Audit, presented Corporate Audit's review of management's assessment of internal 
control over financial rep:orting pursuant to Section 404 -of the Satbanes-Oxley Act, 
contained in the Fonn 1 0-K. He noted that this. assessment statc:::s tlurt mru~agement 
completed an assessment of internal control over financhil reporting as Qf November 30. 
2007, and concluded that such internal control is effective ro· provide reasonable 
assurance regarding the reliability of financia.l reporting and the preparation of financial 
statements for external purposes in accordance with generally accepted accounting 
principles, based on the criteria set fmth in the Treadway Cottun.ission. Mr. Criuiksharik 
reponed that no material \.Veakness in internal control over financial r~p()rting h~ci be-ten 
identified at November 30, 2007. 

Mr. Cruikshank reported that Ms. Rt1dofker deiivercd the Corporate AuditRepmi. 
o.il Consolidated Supervised Entity ("CSE") 2007 Year-End Results. He de;Scribe<i that 
.she reviewed the process for review ruid testing of the Firin 's risk management controls 
under the tetms of the mutually accepted. agreed upon procedures. He reported that Ms. 
Rudofker stated that, based oh reviews coriduGted, no matenal weaknesses were noted in 
internal risk mru1ageii1ent controls th~t worilcl have an iinpact on the Firnt's compliance 
\¥ith CSE requiremen\s, asofNovember ;30, 200T 

Mr. Cruikslmrtk stated that, at its January 28tll meeting;: the Conilli.ittee reviewed 
its charter aud is recommending a minor amendment to clarify ;that the A\ldit Committee 
bas the discretion to detenuine whether the provision of any non-audit service5 would 
impair the auditors' independence. After discussion, upon motion dt1ly made and 
seconded, it \vas unanimously 

RESOLVED, that, upon the recommendation of the Audit 
Committe-c, the amended and restated Audit CommittGe Charter presented 
to the Board of DireGtors is hereby udop\ed and approved as the Audit 
Committee Charter~ 

tvrr. Ctuikshattk discuss~d that ·Ms .. Ru<}qfker also · tevjewe(i ·CO.!pprat~ .f\iidit''$ 
2008 G:!c)hal· Audit Plan,. and he descrl.hed that· this pian reflects the Fimr"s -are:as :of 
exp~nsiOt1 and in~~stmeut, additiqnal business: ·and product complexity, signifi~t 
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growth in volume, arrd increasing reguiatory requirements. Mr. Cruiksbarik then 
reviewed Emst & Young's report on the restlits of its at~dit 9f the Firm?s 2.007 
consolidated financial statements and of the Finn's internal control over tlnancial 
reporting pursuant to Section 404 of the Sarbanes-Oxley Act, stating that Ernst & Y.ourtg 
expected to be issuing tmqualified· opinions on poth the 2007 financial stat~ment,s and 
internal control over financial reporting ai Novemb~r 30, 2007. Mr. Cruiks4~ ~;tated 
that Ernst & Youqg had reported no materialweaknesses in internal oontrol over t1rtancial 
reporting, but he reviewed thr~e signific(tnt deficiendes that were not~d in fi$C.al 2(107 
and had been tepode(l to the. Gomwi~et!, H¢ r~ported th# ~msr~ Yo~z. }1gti;f <:f~lHi~red 
the required connnunicatiol1S·betweenfue independent auditors and;:theCotn.tnlttee und(lr 
Statement on Aucijthig Standards No. 61, SE.bndf!s and· other professi~nnl stana~r;Qs; 

FINANCIAL UPDATE 

Ms. Callan reviewed the Firm's fmancial results for the month ofDecember. As 
part of such review, she discussed, runons other things, market ettvironment, revenues, 
expenses, net income; earn.ings:pershare, return onequity, pre,.~x margin, and:the Finn's 
expenses. She compared the results to monthly averages during 2007 ~d to December 
2006 results. Ms. Callan discussed tbe performance ofthe Fun1 by business unit and by 
region. She also discussed the Firm7s capital position (including lever11ge ratios) and: risk 
appettte U.">age. Ms. Callan provided an analysis of competitor infonnation a!Jd discussed 
the results of the firm's eo.mpeti:tm~:>. Ms. Oillan concluded by presenting a lilO.Ilthly 
:fin:'U}ci<'ll -performance trend, @.aiysis, as well as a quarterly and annual .financ.iai 
perfonmince trend analysis; and by discussing the Firm's revenues in January 200& 

P.RES.Ei'rfATION ON MARKET ENVIRONMENT.FQR:FINANCIAL SERVICE 
COMPANY DEBT 

Mr. Eric Felder; Glol;l~l Head of High Gracie Credit [atid US He~d of(Jlobal 
Credit Products] gave a presentation to the Board on 2008 Supply/ Dentrmd Dynairticsfor 
Financ~al Service Company Debt. He discussed that credit supply would -likely be 
concentratec! in longer duration instruments and described th9 · changing profile of 
investment grade supply over time. Mr. Felder stated that, after adjusting for this 
duration itmrease; the F'lrm expected risk-aqjusted supply to increa$e by ()Y~f SO%. in 
2008. He described that; across th~ fin~.ndalscrvice in<iusti:y, substantial d¢ht rnatqijti:es 
will need to be fit1artced in i008; Jvlr\ Felder also described that; '1n reoo·nryears"a large 
:pqrt!on of Jinanohd iss:~<;ni'' debth.as be~n raised in segpt<;nts ofthe Jnatkei (s~ch ;as 
:floating tqte ~'lot~s and ~xteildib.le nqt¢s) \Vliich are no Longer available in the ct:ii'¢nt 
·environment 

Mr. Felder stated that, in this environment, financial issue~ viill have to issue 
longer duration debt, but note<! ·that the volatility of the finaucials sector has·inereased. 
He presented data S\lpporting his statement that~ despite the recent widening in spreadl:;, 
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yields have not risen $Ubstantially and remain.relativelylow. 'Mr. Felder also dis-oliSStd 
the impact of the subprime m,or:tgage crisis . on fi~ial issu,ers, and· he dc;scti®d th,at 
recent losses have led to l,l~gative ~:atings momentutn among ~ru{ncial i,ssuers. H~ 
presented data indicating that ieverage ratios of the five largest brokers are rising, and that 
bank capital ratios are deteriorating. 

Mr. Felder also pr~nted data rcgarding.the implied defatdt probability of certain 
financial issuers to demonstrate the market reaption to these developments in thy 
Jinancials sector. He discussed secondary repricing due to new issue conceS:sions among 
cert;1in financials issuances. l\.1r. Felder described that a small number of investors is 
accounting for a large portion of demand for the Firni's recent issues. which could have 
liquidity implications. He discusseq that the nif~Ponse of financial iSSI]:C.t:S to Ute m~~t 
environment has been to increase the tranche site of ne\v issue in periods when market 
volatility subsides. Mr. Felder recl)mmended that the Finn front:-lQad isS1lance, 
particularly given. the Finn's recent growth in iSSt.laDCC and the smau~ number qfoutlets 
available going forward. He described thatthe Firm's peers are in sirriilar situations, and 
noted that among financ~als; ·a lot of capital has •been raised by using a variety of 
.in.<Jtruments, including equity, convertible bonds, and preferreds. 

lNDEPENDENCE DETERMlNATIONS WITH RESPECT TO INDIVIDUAL 
DIRECTORS 

Mr. Russo noted that the New York Stock Exchange. oorpomte .governance mles 
require the Board to make. an 4ffionative determination regarding the independence· of 
each Director and to disclose in the proxy statement which Dit'ectoiS are ihdependent. He 
then reviewed a docwnent whlch had been distributed to the Board presenting 
inftmnation regarding each Director's relationships with the Firm. Mr. Russo also 
described that the members of the Audit Committee must satisfy the heightened 
independence standards contained in the Sarbanes-Oxley Act of 2002. Mr. Russo 
summarized these independence standards to the Board. of Directors. After discussion, 
upon motion duty made and seconded, it was unanimoitsly 

RESOLVED, that :the Board of Directors hereby detcnnines that 
the following directors are independent as such term is defined: tmder the 
listing standards of the New York Stock Exchange; 

Michael L. Ainslie 
John F. Akers 
RogerS. Berlind 
Thomas H. Cruikshank 
Marsha Johnson Evans 
Christopher Gent 
R1Jland A, Hernandez 
Henry Kaufman 
John D. Macomber 
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. FURfal£;R: It'ESQ:L\"El), ·~mt die 13~~t:d pt Dtr~tors: .h¢t<:by · 
determine!> that each m¢mb~r afthe Atidit Gotrrti:Jilree. is indepet\dei# in 
accor.dancewi.th·the r~tii.rements o:fthe. Secunties.ftxchartge A~to:i-·193"4. 

HOLDINGS ANNUAL MEETING 

Mr. Russo discussed the progress ofplannin:g for the 2008 Antmal Meeting; which 
will be held on April 15, 20Q8. fie q~cril:)e.d tb~t. tqe 2QQ~,Annual Meetjng wolild •be 
conducted in the same manner i:md at' the same iotation 8$l~t ye<!f's tn~t~ng~ · Mr: R$~0 
reviewed the proposals. to be ::lU:tn:nitted:to tli:e stoc:kltciltlets at the 2008 Annual Meeting-. 
After discussifm; upon tt'!oti,bildrily triade and:$econged,:it:\V<is Ul:l~imously . 

R.ESOL \1$1), th.~t the Board of' Directors hei:eby authorizes and 
directs the prop(!r Qfficers of the Corporation: (i) to prepare a not,ice of 
meeting, proxy sttrteinent, proxy card, anniuil report to stockholders, 
annual report on Form I O~K and such other tuateriats <utd doc.urnents as 
may be necessary or appropriate! (collectively, the "Annual Meeting 
Materials") in connection with the 2008 Annual Meeting of Stockholders 
(the ''Annual Meeting"); (ii) after review by the Board, to file the ..,'\nilual 
Materials on benaJf of the Corporation with the S~curit\e$ and Ex,change 
Commission, the New York Sto* Exchang{! and'$1Y 9-ther.appJi~a:blc or 
appropriate regulatory bodies; (iii) to distribute the Atinual Meeting 
Matedais to stoqkhoiders; and (iv) :to uike arcy otli.¢t a¢tions ~s !'nay be 
necessary or appropriate iri connection with the Am:i.tial. ,Meeting: 

FUln'HER HESOLVlm, that Thomas A. Russo, Joseph 
Potizzotto and JetTrey A. Welikson are hereby deSignated .as proxies tor 
the Annual Meeting. 

FURTHER RESOLVED, that the following propqsals be 
submitted to the stockholders of the Corporation at th¢ 2008 Annual 
Meeting: 

(i) Elect each of the lbllowing Director nominees for a one~yearterm: 

Michad L. Ainslie 
John F. Akers 
RogerS. Bedind 
Thomas H. Cruikshank 
Marsha JQhnson Evans 

RichardS. Fuld, Jr. 
Sir Christopher Gent 
Roland A. Hernandez 
fleQ.cy Kattfman 
JohtlD. Macomber 

(ii) Ratify the selection l:!y the Attdit Cq,.nmt#ee of Uw Hqard of 
Directors of Ernst & Young LtP ·~ tb:e i#d~pegdent registered 
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public accounting firm for the tlScal year endingi NovemEx:r 30, 
2008. . . .. 

(iii) Approve the Executivelncentive Compensation Plan. 

(iv) Approve an amendment to the 2005 Stock Incentive Plan. 

( v) Consider stockhold~r proposals re:eived by tl't~ Col]?oration wlrich 
are neither withdrawn .by lh~ ptopon$tnot appmvedfor ~elusion 
bytbe.SBC. 

(vi) Act on any other business which JliaY pr6perly c,;ome before the 
Annual Meeting orany adjournment:theteof; 

Jvtr. Russo described that the Firm received three stockhol(ier proposals fur 
inclusion in the 2008 proxy statement: (i) Mrs. Evelyn Y. Davis submitted a stockholder, 
proposal which request$ disclosure of political contributions made by ~he Firm; (ii) the 
Central LabO.rers, Peti.sfon:, Welfare .t.r., Annuity Ftmd$ St1J:imitted a. proposal which 
requests a teport discussing the Firm>s potential financial exposure as a rcstilt of t11e 
m<Yttg~ge. securities crisis; and (Hi) the Free Enterprise Action F1:tnd submitted a ptoii'Osal . 
w·hich reqtiests an euviro'ntn¢lltal sustainability repOrt. 

Mr. Russo referenced materi<ds regardin.g the sto:ck.hcilder proposals, inc;,luding 
draft ~lale!ueub uf uppqsi1i\.m t(J the proposals, vvi.li¢h tmd been distril:mted to th:c 
Directors in advance of the meeting. He stated that the Finn submitted no-action requests 
to the SEC to exclude from the proxy statement the proposal requesting a report 
discussing tl1e Finn's potential :lmancial exposure as, a result of the mortgage sec~uities 
crisis, and the proposal requesti'ng tm envirotitll<!tital sustaimibility report.' Mr. Russo 
described that, in both cases, the Finn's primary argument v;.>M· that the proposal should. 
be excluded from the proxy statement 011 the basis· thai it relate$ :to tbe Firm's. ord~nary 
business operations, \:vhich is one ofthelirnitcd grqun4s for exclusion peyrnltted by SEC 
n1les. He reported that th~ Finn has not yet received responses fr<ntt the SEC to its no,.. 
action requests. 

LEGAL UPDATE 

Mr. Russo provided the Board with an update on the,options backda:tin~matters, 
the auctio~ rate securities li~igation, the City of C~ey~land matter; the I_PO alloc-<t:tion 
cases, .and the Unoeal matters. 111e Board directed questiot1Sto Mr .. Russo ~gar(ii~g the 
auction rate securities litigation. 
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EXECtJTlVE··SESSf6N 

The non.-m.ru;t~emeirt Dire.ctors 1r1et iri <:ixeeuti¥e session a.riddiscu:ssed e~¢cutive 
Q'()inpensation,. inclurlhrgthe·pettonntmceandccHnpensation orw.' Fuld, .. . . ·. 

There being no further business to come before the meeting; the· roe~g was, 
upon motion duly made and seconded, adjourned. · 
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RespeQtfuHy submitted, 

J~A:.W~ 
Jeffrey .A. .. Welil<$9h 
Secretaty ofthe Meeting 
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