
REVISED AGENDA 

BOAJ1D OF DIRECTORS lVlEETING 

July 22, 2008 
745 Seventh Avenue 

31st li'tMH'- Board Room 
12:15 p.m.-2:45p.m. 

J.) l·\pproval of Minutes of Holdings' Board of Directors Meetings bdd on June 11, 2008, 
June 1 S\ 2008, Jnty 13; 2008 and July 14, 2008. (Resolution and ~..-1irJJJtes Attached) 
(Fuld) 

2) Report of July 8. 2008 and July 22, 2008 Audit C()ntmittee Meetings, (Cruikshank) 

J) Report of July 1, 2008 Compt~ns;;~tlon and Benefits Committee 1\ieeting. (l\J(~~r.s) 

4) 'Financial Update. (Lowiu) 

5) Presentation on Liquidity, (MatedaJs Attached) (Lo\vitt) 

6) Update o.rl Strategic Initiatives. (McGee! Shafir/ \\leiss) 

7) Presentation nn Resizing the Finn. (McDade) 

8) lni.kpendent i\dv1so-r Perspectives. (Gary Parr, Deputy Chaim1an, Lazard) 

9) Legal Update. (Russo) 

1 0) Executive Session_ 

'WORKING LlTNCR 
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LEHMAN. BROTHERS 

J u!y I 8, 2008 

TO: }v1embers of the Board ofDixec.tors of Lehman Brothers Ffoldings Inc. 
. ' /) ~1 

Madeline L. Shapiro, Assistant Secretary\'{\ '!'<:A 
\;<)'·--"· 

RE: JULY 22~ 2008 MEETING OF 'I"JJ£. BOAJlD OF DiR~:CI'OHS 

Enclosed please Gnd an ,\.gc:nda for the July 22, 2008 meeting of the Board of Directors 
and accompanying materiz:Js. 

T11e meetin~r is scheduled ti) he held in the Board Room on the 31 >< Jloor, 745 Seventh . ~ . . . . 

A , ·> . , ··b,~ ""' >- >~otr. ,, d :::om 0,. '·> ,, ... ,\ i' --~ t ·").' )- . i' .. ·"\·A~ . r 1..11~--·11 Hi;ll b ;, . ,\icnuc \ -c:t.v<::t~I• ·-t;- an -.' :::~d.tt',,-,,h ,ro.:n },: .. t. p.rn .. o .;..."t..> p.rn. i., .~l~ Y» t, 

served. Please biin~ the endosed mawrials \Vith vou. 
~ . ' ~ 

Distribution; 

tv.h. I\·1ichad L Ainslie 
Mr. John F. Akers 
!vir. Roger S. Berlind 
\Jr. Thomas l:L Cruikshank 
!vis. Marsha Johnson Evans 
Mr. RichardS. Fnld, Jr. 

Copy to: 

l'v1r. fan T. Lowitt 
ivir. H•:.:rbt'>rt H. tvl<:.:Dade m 
Mr. Thomas A. Russo 
Mr. J~JJrey A. \Velikson 

Sir Chr~~~tophe.r Ck:11t 
l'v1r. Jerry A. Gn.mdhofer 
Mr. Rol<md A. Hernandez 
Mr, Henry Kaufman 
:Mr. John D, Macomber 
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AGENDA 

LEHMAN BROTHF.~RS HOLDINGS INC. (''Holdings'>) 

BOARD OF DIRECTORS MEETING 

July 22,2008 
745 Seve~~th Avenue 

31st Floor- Hoard Room 
12:15 p.m.- 2:45 _p.m. 

1) Approval of Minutes of Holdings' Board of Din~ctors Meetings he1d on June 11, 2008J 
June 19, 2008, July 13) 2008 and Ju.ly 14, 2008. (Resolution and Minutes Attached) 
(Fuld) 

2} Repo1i of July 8, 2008 a:nd July 22, 2008 Audit (\;mmittee Meetings. (Cruik.shank) 

3) Rl;;port of July 1, 2008 Compensation a-nd Benefits Com.nlittee Meeting. (..i\h~rs) 

4) Financial Update. (Lowitt) 

)) Presentation on Liquidity. (Materials Alta(hed} (Lov.titt) 

6) Update on Strategic Initiatives. (tvlcGee/ Shafir/ \.Veiss) 

7) Presentation on Asset Reduction Sf.:emdo, (Mc.Dacle) 

8) lr1dep;;nch:mt Advisor Perspec.t1ves. (Gary Pan, Deputy Chairman, Laz.ard) 

9) Legal Update. (Russo) 

l 0) Executive Session. 
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Holding$ 
B(~~ni fJf Directors 

07/22/08 

RESOLVED, that the :tv1inutes of the 111eetings of the Bo~m] of Directors held on 
June 11, 2008, June 19, 2008. July 13, 2008 and July 14,2008 are hereby appro'.ted in the 
fon:n submitted at this meeting, <md that a copy of such Minutt:~s be placed in the 
appropriate 1vlinute f>ook of the Corporation. 
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LEHM.A.N BROTHERS HOLDINGS lNC 

l\Hn~tes of the Board of Dkcctm·s 
.Jun~ ll~ 2008 

Draft 

A. meet1n.il f)f fhe fhx1.rd of Directors of Lehman Brothers Fioldings Inc. {the . ·~ - . 
"Co1roration" OJ collectively \Vith its .subsidiark~s. the «F1rrn~') was held telephonit:.:aUy on 
Jun~; 11,2008, at 4 p.m. 

fv1L John F. Ak<?.rs 
Mr. RogerS. Berlind 
I'<k Thomas H. CmiksharJ<. 
'f>As . .tv1arsha Johnson Evans 
Mr. RichardS. Fu.ld, Jr. 
Sir Christopher Gtmt 
Mr. Jerry A. Grundhofer 
\{r. Robnd A Hernandez 
Mr. Henry Kaufman 
Mr. John D. iv1acoml;er 

JviL Mid1ael L. Ainslie 

ALSO PRESENT BY INVITATION 

l\.fr. Jose1nh }.1. Gre~wrv ,.,. .... , 
l\k Thcunas A. Russo 

Mr. FuJd and tvir. Grerwrv discussed nroposed >:':ham~es to the Fi-rm's senior 
.._,;, "' ~t. ...... 

ma .. nagement \\'ith i.he Board of Db:-:ctors. They described that the proposed changes 
v.-'ere to appoint Mr. Bart McDade, currently serv1ng as Globa1 Head of Capital 1'larkets/ 
Equities, as President and Chief Operating Offl:cer, and to appoint Mr. Jan Lowitt, 
currently sl.":rving as Co~Chief Administrative Off1cer, as Chief Financial Officer. Mr. 
Fuld and M.r. Gregory d1seussed the mt\onale bz~hind the proposed chzmges and the 
quilifications of J\4r. McDade and :tvir. Lowitt. wlr. Gregory th~~.n left tht=:- meeting, and 
:'dr. Fuld and Mr. Rus~~o continued to discuss the proposed. changes vAth the Board '-'f 
D1n:~ctors. !vlr. Russo kH. the meeting, and the Bo<mi discussed the prop:.)sed changes to 
~;e.nior management in private se~~sion. The Board of Directors \Vas in agrcz~rnent with the 
proposed changes. 
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l .. EHMAN BROTHERS HOLDINGS INC. 
Minutes of tbe B<.l~H'd of Directzws 

Jrme 19~ 2008 

Draft 

A n:eeting of the Board of Directors of Lehrnan Brothers Holdings Inc. (the 
'"CmvoratioxC or c.ollecti·vely with its subsidiaries, the •'Fhm") \Vas he!d in the Board 
I.Zoom, 745 Seventh /\venue~ at 12:00 p.m. o:n June 19,2008, pursuant to 'Nritten notice. 

PRES"ENT- BOARD MEMBERS 

rvk h1ichad L Ainslie 
!Vfr. John F Akers 
1\1r. RogerS. Bedind 
~,.JL Thomas H. Cruikshank 
Ms. Marsha Jolmson Evans 
lV!r. R1z-:hard S. Fukl, Jr. 
Sir Christophei Gent 
i\1r. Jerry A Grundhofer 
kvfr. Roland A. Eiemandez (by telephone). 
Mr. :uenry Kaufman 
tvk John D, l\1<:Kotnber 

\flr_ lan, ··r_ L .. !\Vitt 
J:vlr. Herbert H, McDade III 
tvfr. Thorrm .. <:: A. RusS(l 
~vir. JeHl:ey A WeUksnn 

The first order of business \.vas the approv-al of the M.inutes of the Board o; 
Direct(ns me•3t[ngs held on tv'lay 7, 2008 and June 6; 2008. Upon motion duly rnade and 
seconded, it W~iS unanimously 

R.ESOL"V'l?D, that the l'vtinutes of tb~~ meetings of the Board of 
Directors held on May 7, 2008 and Jun~2 6, 2008 are hereby approved in 
the fonn submitted at dus meeting, and that a copy of snch Minutes be 
placed in the appropriate Nlimlte Book of the Corporation. 

LBEX-AM 153648 



Mr. Cruikshank reported that the Andit Conunittee he1d u telephonic :meetin2 on 
June 13, 2008 with man<1~gernent <rnd representatives of Ernst & Young to re\iiev,:···and 
discuss in advance the Corporation's earnings oress release for the second C!Uarter of 
20NL He repfrrted that the ino.)lm.~ staternent i:r;fonnation in the earnings pre~s release 
\Vas consistent \Vith the inJbnnation in the earnings pre-announcement press release 
issued on June 9, 2008. Mr. Cruikshank stated dwt the asset reductions in the earnings 
press release (both gross and net) were larger than anticipated in the earnings pre~ 
<'1:m1cmnc~m1ent press release. He reported that the Committee also revie\\<'ed \Vith Ivk 
Lo\vitt plans for the s(~z:ond quarter earnings conference c.alL 

tvh. Cruiksh:::13.1k stated that the Committee received a report frorn Ms. Bdh 
Rudo1ker, Global lte<Kl of Corporate Audit~ regardin.g a letter sent to senior management 
by an ernp!oyee in the Financial Control grou.p raising questiom regE1rding the fim1's 
::F.).::ounting contrDls and resource levds, He ·noted that, at the time the employee sent the 
Jetter, a decision had already been rnade to eliminate the ernpioye:e's position as part of 
the Firm's tv-fay 2008 reduction in fcm::e. lvfr. Cru1kshank report<~cl that the Committee has 
d.1rect~.xl that uU of tbe questions raised. in the letter be investigated, and that Corporate 
:\udit is condtH..:ting a detailed revkw· ofthe employee's questions in P<'J.rtnersbip w·ith th\'~ 
Finance division and Ernst & Yonng. He reported lhat no rn;lterial issues have been 
ident1tled to date or are expected and that d'Je employer/s an~a ·was not considexed a 
primr1ry i:ntemal controL 

REPORT OF THE NQJVIINATING ANO __ J~OHPORATE ~!OVERNAN(& 
coMA1rrrrE 

M::;. Evans gave ~1 report on the morning's meeting of the Nurninating and 
Corporate Govermwc:e Cornmhtee. She stated that the Committee revle'-vcd the current 
com.Inittee structure 1.-;f the Board of Din:~ctors and that it 1s n(lt rec.ommendlng to the 
Board any changes to this structure. Ms. Evflns reported that representativz~$ frorn 
Rizh~ev.:av Parmers attemkd the rneeting a.nd r\~viewed \v.ith the Cornrnitte<.:: rnateri<'1.ts .... / ..... 
regarding potential director candidates. A discussion among the Board of Dixector.s 
ensued regmding potzmdaJ direetor candidates. 

SECOND QU.r-\RTER IU~~II!~TS OF OPERATIQ;NS 

M r · ' ' l 'f'' ' ? • l 1 · I:: -1. ' · f 20{)' n r. LOWltt rev·Ie\VCG t 1e nnn · s tmancm. resl.ht.S .tor tue secono qu~trter o- 0. 

A.s part of su<;h n:;view, he discussed, among other things, market environn1ent) net loss, 
revenues, expenses, loss per sh<tre, capital position (including leverage ratio~;), as \'leU as 
the perD:wmance of the Firm by business unit and by region. I\.Jr. LO\Vitt compared the 
results for the quarter to the second quarteJ of 2007 and lo the first quarter of 2008, ~'!.nd 
he provided results for the months of Ivl'arch, A.pril, <md ~hy. ~rlr. Lowitt described the 
comp()nents of the second q-uarter revc:nue"' in mon~ detail, 1nc1uding an analysis of net 
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' l ' ' ' ' l. . . , • • ' "' • • ' • • l revenues oy Jtmnes$ umt and. regwn Sllowmg we HYlfHlCt ot aerenswe pos1t1ons, pnnupa 
portfolios, hedges, and n:ark-to-market adjustments on the run-rak rev<.~nues of the 
business tmits and Iegions, 

Mr. Lowitt presented nnalyses regn.rding the Finn's liquidity poe·] a.'1d cash capital 
sm:plus (noting the increase in the liquidity pool fwm the end of the second quaxter to 
date), long term capitc:i.l, average risk ap_petite usage, and lon.g tenn capital roll-forward. 
\k Lo'<vitt i.hen discussed the Finn's balance sheet and capital strength and presented 
information regarding the Finn's balance sheet and leverage ratios, a.s well as its 
exposures to r_nnrtgage and asset-backed securities, <wqnisition f1nance, and real esr . .flte 
hdd for sale. He also provided an anaJysis of competitor infonnation ~md an a monthly 
financial perforrnance trend analysis, The Board directed questions to :Mr. Lowitt and to 
senior rrw.nagement regarding the gain on the Fim1's structured note 1-iahilities, the impw..;t 
of run··rate revenues on proje.~ctions of return on equity, the Fim1's Level nr assets and 
potential changes to these levels, the Finn's plans regarding leverage and. crn:nposition of 
as~~ets, and potential ehang.:::s to GAAP which \VOuld potentially require (.ompanles w 
brim~ certain assets hack onto the bab11ce sh<:x~t. . w . 

UPDATE ON RlSK 

tv1r. Christopher O'Meara, Global Head of Risk Management, presented an 
Update em Risk to the Board of Dire<:: tors, '''ihich hduded a discussion of the in1pi'1Ct of 
de¥1everaging on the F1rm., He di~:;cussed the reductions in the gross and net balance sheet 
in the second quartei) in addition to the reductions in the second quarteJ in the Firm's 
exposure to comrnercbl and residential mortgages, real estate, other <lSSet-back<:d 
securities, and acquisition fad!ities, 1\ir. O'J'.,.1eftra described that over the past three 
quarters, the Firm's m-'eragc risk appetite usage has renJ.ain.ed. unchanged, although the 
average usage for the third quarter to date .h:..1d dedined. He also described that the 
Firrn's average quarterly value-at ... risk decreased from the Erst quarter to the sej:ond 
quarter, and zb.:re~Lsed further from the second qnarter to the third quarter to date. 

iviL O'rdea.ra p:re~ented hlformation reg<'lrding expo~mre to high y1dd acquisition 
b.cilities, including a description of the Finn's largest exposures in. fhis area and ~t 

discussion <.lf CtHTent market and portJb!i1) conditions. I:k~ presented informa.t.ion 
regarding expo::mre to c.ornmerclal real est~rk:, including a description of the Fiml's 
largest ex.posclres ln this area and a d1scussion of Iegiona1 balance sheet trends, as well as 
tunent market a.':ld portfb1io comiitions. Mr. O'Meara then discussed the Finn's 
exposure to se{;uriti.zed products, speeifica1ly non-agency residential mortgage cxpos1..u·e:=;, 
!\S pnrt of such discussion, he presented informati;:m regarding bahmce sheet assets and 
asset trends; non-agency risk exposures and hedges, as well as current market and 
portfolio conditions. He then di~;;cussed exposure to monohnes and hedge funds (as a 
counkrpmi.y). 

The Board directed questions to Mr. O'J\tleam and senior m~nagement regarding 
the Fim1's risk appetite usage. stress testing. concentration Iisk, cumulative -, .. \Tite··dO\.Vns 
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in high-yield r±(~qms!tton facilities. the ~~mount of cornmercia! teal estate 1n Level ru 
assets, its A.n::b;tone exposure, its hedging strategy and the possibility of t.uture matkd 
dislocations, e·vent risk, counterparty risk, the transfer of assets to R3 Car:;ital Panners, 
and the finn's valuatizm o.fassets, 

·1\1r. Russo re-oQrtcd w the Board o.n a ne\.V nu.rJJorted 1 Ob-5 class action b\vsuit 
A ~ 

:1nd a demand letter \.1/hich -vvas received by the Finn. tvir. Russo explained that the 
demand letter flsks the Board to investigate and decide whether to bring .legal action 
against the Board and senior m;:magernent fi::rr bieaches of Jlduciary duty and corporat•= 
waste. i·viL Rnsso aske.:J ML Joseph Polizzotto, the Finn's General CounseL to discuss 
the dernand letter. Mr. Polizzotto distributed copies of the demand letter to the Directors, 
<lnd :tv1r. Fuld exc.used hirn.self from the meeting. 

}.,;fr_ Po!i:<:::<::otto described the ailegations in the demand ktt<:~r. in P,-reaK:r detail and - ~ 

explained that one response would be fhr the Boaxd to delegate to a subcommittee the 
task of looking into the aUegations GL.'1d reporting back to the Board of Directors~ and to 
retain outside counsd to assist in the investigation. He described that tmdet Delaviar<.~ 
bvv, speaking hypothetically, if the Board were to conclude that after hwestigating the 
facts set forth in the iette.r; there was no basis to ctu:trge or discipline managemer1t, or to 
otherwise take legal action against itself and management, that that decision \~'ould b~:; 

n;v1ewed bv the Deh:rware Courts under the business l'uckment rule, i.e .. a la\Vsuh would v _.., .... 7" " 

be aUow<:~d to proceed only if plaintH'J::<; C•Juld alkge t~1dS indicating that the Board acted 
in bad faith or wiLhout conducting a reasonable investigation. tvk Polizzono stated th<lt 
he understood that a subcornmittce comprised of Mr. Gnmdhofer, Mr. Akers, and Jv1s. 
Evans was being considered, 'vvith Jvk Grundhofer serving as Cl:u~irman. He discussed 
thal the $Ubco:.nrnnittee should intervie>.;v and retain outside ~::.mmsd, and he distributed 
biographical inLmnation of two potential outside counsel c<m(Edates to the subcommittee 
rnemben. ivk Polizzotto, M.r. Lowitt, l\·1r. lVlcDc1de, and Mr. \Vdikson \"/ere exc:used, at 
vvhich time Jvk Fukl retnmed to the meeting for the report of the Compe:nHi1t.lon and 
Benctlts Com1rrittce. 

REPORT OF' TllE CO!VlPENSATION AND B~:NRFlTS COMl\·11TTEE 

• 1 'k h " , d I} ~. . r' , . l\1 r. A ... ers gave <l report on t e Lompensanon an ~e11etJ.ts .".om.Imt::e~:; meetmg 
held that morning and on action tak.en by th~.:~ Committee hy un<'mi:n::ou::: \Vdtten <.xms•.::nt ln 
tvtay. 

fRJ;YATE SESSION 

\1r. Russo •vas excu::K~d; f.md the Board met in private session, 
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:EXECllTIVE SESSION 

Mr. Fuld \Vas excused, and the nolHYWn<Jgement Directors met .n1 executi•./(~ 

sesslOn. 

There being no further business to come before the meeting, the meeting \Vas, 
upon motion dul.y made and secunded, adjourned. 

R.espec:tfully submitted, 

Jeffrey A. \Velikson 
Secretary of the rvketing 
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LEHMAN RROTH:ERS HOLDINGS INC. 

l\1inutes of the Hoard of Diretto.rs 
July 13, 2008 

A m·~eting of the Board of Directors of L<~hman Brothers Holdings Inc. {tbe 
''Co-rporation" or co1lectivdy with its subsidiaries, the "Firm") was hel.d telepE{:micaliy on. 
Juiy 13, 2008, at l pxn. 

PRJ:SENT- BOARD IVIEMBERS 

Mr. John F. i\kers 
rvk Roger S. BerEnd 
l\{r. Thomas u:. Cruikshank 
Mr. Richard S. Fuld, Jr. 
Sir Christopher Gent 
Mr. Roland A. HerntJ.ndez 
!vlr. Henry Kaufman 
\k John D. ivbcomber 

tv:lr. tv1lchael L Ainslie 
Ms. tvlarsha Job.nson Evans 
t\-k .k~rry A. GrundhoJi~r 

ALSO ~RESENT BY INVI'fA 'BON 

tvk Fferbert H.lvkD~)<ie m: 
l'Y"lr. Thomas A. Russ() 
?vlx. Jeffrey A Wt-:~likson 

STRATEGIC UPDATE 

M.r, Futd provided a >5trategic i.:!pdate to the Bo<1rd o.f Directors. He n.:::ferenccx1 
prior discussions with fhe Board regarding the potential convcrsiz\n of the Firm to a 
Hnancia! h.old.1ng r.:ompany and stated ihat the Fin-n has concluded that this ac:ti(m does 
nnt appear to be a good option fm· the Finn. tvk Fuld repcu-ted thr:rt tJ1e F1n:n is v,'z).rking 
on obtaining regulatory authoxhy to expand. the scope ofits industriallo<ln. company. Mr. 
Ful.d also reported that the F'inn is working on se1Jlng residential mortgage assets. 
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IV1r. Fuld stated that the Firm believes that the Securities and Exchange 
Conunission ("SE.C') and the Federal Reserve \Vill announce that evening an injection of 
liquidity inlo Farrnie :Mae and Freddie !\-be, and that the Finn ls hopeful that this action 
wlll irrrprovc fhe mar.ket for residential mortgage assets. Mr. Fuld also reponed that the 
Firm .is working on an employee corrum.mication to give employees an update on the 
Finn. 

Mr. Russo discussed the expected actions by the SEC and the Federal Reserve in 
greater detaiL He reported that the SEC is expected to announce a street sweep to brnker­
' 1 l l J ., l ., · l. r f.' • ' r· ' • · ctea ers an(. 1ezlge tuncs regar(Img to.<~ sprea(llng t\t rnrnors m order to pro:dt :trorn snort 
positions. He described that the examination wouJd be broad-based and would not be 
limited to aC-tivity in the Finn's stock He. reported that the SEC may also announce an 
ernergency "hard locate" rule, \Nhich would t;lirninate naked short st:.~Uing. Mr. Russo 
described that the Federal Re:.:>erve was expected to provide additional liquidity and 
possibly an investrnent to Fannie Mae and Freddie I'v'iac~ 

Mr. fuld thz~n lmd<ited the Boan:l on stmte~-.;ic discussions that have taken olace .A . . ........ ... .A 

with a number of foreign and dornestic pot~~ntial partners, irKiucling a meeting planned 
for later that day with one of the pokntial domestic partners, 1vir. Fuld also discu.ssed the 
pnsstbllity of repurchasing shal'!.:;s of the Firrn' s Convertible Preferred Stock fJ.nd the 
Firm's Common St(l(;k:. He described that the authorization to repurchas!~ sbses or' 
Common Stock \vould be in addition to the approximately 84 million shares c;f Common 
SlO(:k. V:lhich r~:main ;,rvailable for repurc:;hase under the l 00 .m.iHion shart~ autb.odzation 
approved by the Hoard of Directors in January 2008. A discussion ensued, and the Board 
directed questions to management regardirlg the proposed buyback authorizations. 
:tvianagemt~nt st~1ted that it had no cw.r.rent .intentior.\ of using th~~ proposed buyback 
authorizations. After discussion, upon motim1 duly made and seconded, the ft;llowing 
resolmions wer•1:: tmanimously approYed 

\VHEH.EAS, on Jammry 29, 200S, the Board of DireGtors 
approved ~l. Co:milOn Stock repun;.h('lse plan under \Vhich the Corporation 
wa~; <1uthorized to repurdw.se, subject to n~t<trket conditions, up to 100 
milli\.m ;:;hares of its Cornrnon Stock for the management of the 
Corpoiation's eqnily cap1tal, no>vv, there.thre, be it 

RESOLVED> that the Board of Directors herz~by authorizt~s the 
repurchase by the Corpon1tion~ subject t<.; market conditions, of up to 1 00 
million additional shares of the Corporation's Common Stvck as pn)per 
ofticers of the Comoration deem necessarv or advisabk:; and be it f\trther 

A ,. 

RES(fLVED, that the Board of Dir•;ctors hereby authorizes the 
repurchase by the Corporation, $U:bject to m.arket conditions, <.)f shares of 
the Corporation's 7.2S% Non-Cumulative Perpetua1 Com<ertihle Preferred 
Stock, Series P, and 8.75% Non-C\mmlative Mandatory Convertible 
Preferred Stock, Seri<:::s Q, v'<'ith an aggregate repurchasj~ price of up to SLO 
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< ']1' ''~ ' 1- ("' , A ' , bl Ol lWTl as proper o-n.1eer.s ot t11e .. :orporat1on !Jeem necessary or aav1sa ~~; 

and be it f\1rthc:r 

RESOL 'VED, that the proper officers of the Cmvoration bz\ and 
each of them herehv is, authorized and directed, tor and in the narne and - . . 
on behalf of the Corporation, to take any and <1H steps and do any and all 
th.hw;s which thev mav deem necessarv or advisable in order to dJectuate ....... ,. ; . "' . . . . . 

the purposes of the foregoing n~soluticrns; and be it fb.rther 

Tl:u::: Board directed qt.wst1ons to xnanagernent regarding: market conditions, 
lnc!udi.ng the Vi'"1!ue of residential mortgage positions; business prospects, lnduding with 
existing clients and counte!}:?art1es; the Firm's recent discussions with the SEC and the 
Federal Reserve; and the expected anllDtm~:e:rne_n.t<;; by the SEC and 'the Federal Reserve, 

Mr. Russo. reported that the SEC had issued a press release regarding the 
spreading of rumors in order to proHt Jio.m short fK>Sitio.ns~ and he described the content 
ofthe press release to the Board of Directors, 

There being no fhrther business to Gorne before the meeting, th<:~ meeting \.Vas. 
upon motion du1y made and seconded~ adjourned_ 

R~~sp~dtully snbmitted, 

Jeffrey A Wdikson 
Se.c-retary of the Meding 
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LEHMAN BROTHERS HOLDINGS INC 

Minutes of the BQard of Directors 
.July 14$2008 

Draft 

A meeting ()f the Board of Directors of Lehrn.a.n I~rothers Holdings Inc. (the 
"Corporation" or coUect.ively \Vith its subsidiaries, the ''Firm") wa--; held tde.pho.nicaUy at 
4 p.m. on July 14, 2008~ pursuant to \vritten notice. 

tv1r. Michael L. }\inslie 
tvk John F. Akers 
11.,1·r l'' "O'"'r ~ B·>rll'n ·1 .:.\· .• X..\Jt:>v u .. <.;:: __ t_ . .~.,\ 

\k Thorm1s H. Cruikshan.:.~ 
J'v1s. h·1arsha Johnson Evans 
ivlr. Rkhard S. Fulcl, Jr. 
Sir Christopher O·ent 
M.c Jerry A. Gnmdhofer 
Mr. R.(Jland A. Herru.rndez 
tvir. Henry Kaufhmn. 
Mr. John D. Macomber 

ALSO PRESENT BY lNVlTAI'ION 

:\!Jr. hm T. LO\\:'ltt 

Mr. Herbert H. \-1cDade III 
i'vir. Thorna..<; A. Russo 
1\.<ir. Jeffn7 A \Vdikson 

§TfL\TEGlC UtDATE 

tv1r. Fuld. provided a stmtegk update to Lhe Board of Directors. He reported that 
the actkms taken by the Federal Re~:;erve and Securities Exchange Cor.nmis~:d.on C'SEC) 
had not improved the overall market tone. Mr. Fuld .stated that the Firm's stod;. traded 
-:veH fbr most of the d<.J.y, but traded very badly dudng the last few minutes of trading, 

lAr. Fuld described the '"'Dear Colleague" letter which .had been S~)nt t.(l the Firm's 
e1.nployees that mr:m:1ng, He noted that a copy of the leiter was circulated to the Board 
rnernbers that morning, and that a copy ofthe letter also v"as sent to the SEC. the Federal 
Res~:rve, a.nd the Treasury Department fv1r. Fuld discuss{.~d the Firm's continued 
conversations with the Federal Reserve and the SEC He reported that the Firm ·is still 

LBEX-AM 153656 
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~lCfiARD S. 1-"ULD,JR, 
<.OlWllli!A~< :<.;:,;D 

<:HmrE>::acv'n\'ll owen 

July 18,2008 

Dear Directors: 

LEHMi\N BROTHERE; 

Endosed are the rnaterials for 1h~) I.,.(.~hman Brothers Board meeting on Tuesday, July 22. 

Ian Lo\Vitt, o1..rr ChiefFina.ncia! Officex, 'Nil.l discuss the l;:stirnated financial. results for the rnontb of 
Junt..~ 2008 and update us on the Finn's liquidity. Folk.nving that~ Skip :McGee, our global bead of 
Investment Bariking, :tv!ark Sha:l:1r, our global co-head of ~vkrgers and Acquisitions, and Jeff \Vdss, 
our global head of the Fin.otndal Institutions Group, will deliver a presentation on s1rategk 
initiatives, In addition, Bart JvkDade, our President and COO, \Vil1 give a prese·ntation 011 a Finn 
downsizing scenario, FinaUy~ Gary Parr; Deputy Chairman of Lazard, ~.vlll.lead an independent 
advisory discussion. 

l., k 1' • ' T d . 100 .-· ·ion:varc.1 to se{.~mg you on ues ay. 

Smq~1-lv.;-··-··········~·-----... 
.. ,.,. ... ""............. ., . . .... \ 

./ } 

RSF:~j 
Enclosur<:~s 

LBEX-AM 153657 
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LEH~iA"\f BHJ.:>T'HEH.S July 22~ 2008 
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Tctble of~ c:ontel1.tS 
--~---w·•m.•.•.w.·-····························· ,........................... m 

+ Cornponents of June <08 Re"sults 

+ June 2008 Financial Results 

+ June "08 Rnn Rate and Quarterly Revenue Composition 

+ :Revenue Volatility and Risk Update 

+ Liquidity, Balance Sheet, and Capital 

+ Client Franchise 

App~ndi<:cs 

+ Executjve Summary-· BPM View 

+ June 2008 BPM Finam::ial Re"sults 

•· Monthly Financial Performance 'J'rend 

+ Quarterly and Annual Financial Perl:onn~mce Trt~nd 

4< Competitor Infurmation 

••••·~~~·-••••·-----------~~~~~~~~~~~---w. 
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(;OlllpOtleiltS o~f J·u11e '()8 l{.eStllts 
-------------~--------------------w.•.•.•.•.•.•.•······················--------------------= 

m 

ISm~; 
..,. .. ,.,_...,.,.~~.- -~·-----~"'"'"'"'' 

Juue 108 
Run Gross Net 

Rate Princi[X'tl \Vritedo'"'n \Vritt~do'm l 
! 

·~-~-

.June t{)S FY2007 
Total Monthly 

Finn(l) Av~rage 

IFID 797 (940) (410) 387 501 

iE() 329 

JrB~ 458 71) 23 ( ··' 

329 5·06 

481 298 

fL\tD 264 264 238 

[PI 0 (203) 

1 Debt Valuation 0 172 
'2' 

!Corporate (397f j 

(203) 143 

172 104 

(397) 19 

BankLrtg Oflset (192) 37 (12) (204) (98) 

Pii'vl ()ffs et (109) (109) (106) 

.June•os 1J50 (203) . (977) (227) 721 1~605 

Europe 63 (41) (48) (36) (14) 456 
Asia 157 (24) 133 243 

{!)Include H!.es and otlset on Lehman '-'apital mise in EQ (+·$89mrn) ~ IBD (+$I77mm), r:nrporate (~$177m.-n}~ and IBD 
Offset (~$89mm). Adjusted divisional rev.;.mu(~S exc-luding the fees and offset would he: EQ (+$24 hnm\ IBD 
(+$304mrn)~ Corporate (~$220rmn) and IBD Offset (4115mm). 

(Z) Include -$177rnmof.intema1 fees on Lelu:r-~n capital raise and -$260mm on CVA 

--~---------~~~-----~~~~----------···············································-----------------------

LEHJv1/\N BROTHERS 1 
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Jt111e 2()()8 Fina.ncit11 Res·ults 
....................................................................... ---""-·-·-·-·-·······- m 

·--~---·-···············-··········--------

$ ;n ilU<}ns~ ~"':!<-',;'pt p;;r share d;;t<J 

~~~--::---~~--~~-·~.V--.'·" 

Segment Rev~nues 
!nve:;tmcnt Ba.'1klng. 
Cap !tal M ark<~;s 
Investment r .... 1anagemer?; 

Tot-.al Revenues 

Ex:pemes 
Personnd 
1-·~vn Pt~rsonnci 

Pl'e Tax lntl)rnc 

!ncon:ta T~>~~~: 

Net tneome 

Preferred Dividends 

Nt\t lnemne to Common 

;June 
20M 

May 
2(H>S 

Monthly l'uformanrr 

~~~A 

Avg. Mllu!h 
~(!68 -~<) (~ 

················································································-----------------

228 379 
233 (91) 
260 303 

'721 S9'l 

T.!.(l !,2!9 
34-0 4:2.6 

{340} (1,05-4) 

(P"r)\ 
._ ........ _/ (499) 

{4(!}% 
nfrn 

(14)% 
._.........._._.••co••~••••·~ 

12% 

(41)% 
{20}~{~ 

68% 

8{)1/~ 

-·~w2 

{119) 
308 

481 

705 

{2:?.}% 

nfrn 
(!5)% 

5U% 

2% 

~M0W.•.••••~~:.•••••••••••••••••••J~!:~~-
{.5$0) 

(1.93) 

41%· 

47<}~, 

(238} {556) 57% •v•••••••••oo••(i87)-·---•··--391~ 
.-.------=-"7-7:.·-----~--------·#·---·-----~ee:::::::::: ---.,......-----·-----.-..---..-. ...... ........... """' ........ "' ..... "" 

50 42 2.:0~-~ 21 n!m 

{lRS} (598) 52% (408) 29'-'/~ 
_n -"'"••non-.• ,:,:;:,or 

Year to HsHl! f'el'formante 

2(Hi8 1007 

1,9.'!3 2l-J73 
(470) S,4-24 

2,077 l/740 

"!.>A 

{! S}'% 
(106)% 

!9% 
-~~-

.3,%{} 1~557 
"~ ~~ --~-~"(h)% 

4,886 6,!8! 
2,437 2,088 
··················--------------------------

(.3,764) 4,26S 

(1,240) !,3iW 

(2,523} 2,8HS 

173 39 

(21)% 

17'% 

n/m 

' nJnJ 

n/m 

n!m 
........... _. ............... ............._._. ............................. ~~- -~~··_. ...... _._._. ... 

(2,697) 2,849 n/m 
~"""o-m!I_..,._,....,.,_,_._._._,.....,._....,""'Y!J! ~-•...,....n•.-••,:, ••n•;:••n ... n•~"!>".,.:Z.:::•:Z•~..._._ ............. _.._._._ 

·----··············································--------- ----~-- -------------~- ·----........ 
/~~~ ~ 

( &rnir>g:;: p<:r Common Sht:re (:~0.44} ($L0-6) 59%, ($0.73) 40% ($417) $4::~~: n!m 
i EPS$1;3re(\lunt 654.3 562-8 16% 5.56.6 !W% 5-66.2 517.0 (l)'.>-~ 

l Renwr: on Common E.qulty n/m n/m n!m_, n/m nfm !ilm 25,2% n/m 
Pre TllxMartjn nfm n/m fl/m n!m a!rn n/m J-4.M~> nlin 
Com:>ensation I Revenue ;-lim nlm nhn n/m n/m n!ln 49,3% n/m 
Efl:e.;!w TaxRt1!c J-{)J)% 473% ·17.3pp :s.J:2% v3.2rp JHl% 323% ·:{l.f>pp // 

' r -.--~~~Y~W~ WYY Y""""Y'oYYY""""''" ........................... , .~-""" 

-------~··••••••••••••••••••••••••••••••••- ,_..__. •••••••••• w•••.••••••••••••••••••••·-·-·-······••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••·~-
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Ju11e '()8 Rtln Rate a.nd Qu.arterly Re\ren11e c;o111pc)sition 
--~----·····--w 

Q3 ·us@ QJ ~os @J 

$millions .June~os June Run R&tte $billions QZ ¥08 Jmte ~os J·nneRR 

Run Rate Revenues 511~150 $3.450 Run Rllte R1~venues ~\A'> ..v·+./., $1.2 $35 

Compensation and Benefits 720 2,160 Gmss Wtite.down (4.0) (1.0) (JJ)) 

Non--Personnel B>~pense.s 340 ............... l~Q~l}···· He.dge Gain I (u)SS) (0.1) ll6 1.8 

Total Expenses 1,060 3,1.80 Debt Vnhwtion 0.4 0.2 05 

Pre Taxincorne 90 270 
Net Writed.ovm (17) (0.2) (0.7) 

Taxes 27 80 Principal/ Defensive {1.2) (l) ')) (0.6) .i(. ~ .... ~ 

Run Hate Net lnt'.ome 63 190 Total Firm ($0.7) $0.7 $2.1 

Preferred Dividends 50 150 

RR Net Income to Cormrmu $12 $40 

Prd:ax Margin 8!% 8% 

LEHJ\..fAN BRCITfiER..S 3 
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R.e·ven.tle Vola.tilit)r an.d. F~isk ·u-pdate _ ______:__ _______ _ 
·w·······································m 

to} nf c~Jys {21 t;:~tding ffnys in J:.tftt) 

~_._·~-·~->.·_._..._,,,_., .. ·.···•~"-·•-•V..Yo •.•.v.•.•.-.. u..o,•.-.·../'...._._._ ... _WJ-'-'-"•'·'-'·'·'"·._._,_.~_,.,._._._._...._,_,_,_.._,,.,._._._,_,_._._,_._,_._._,,._,_,,,_,_._,.,_,_,_._,_.~ •. ·.•.•.•.o.w . ....-.•.-.•.•..-.• . ._,_.,.,_..,..:.;.).•.•.-.... -..._~ .... ~~.y,_.,. .... ~ •. ~,Y-. ...... ._. ... ._.,. 

< $(9!1} $(60) t~! 
${90} 

S(30) to S(J~}} H1 

S~MH so 

1 

$il fQ 

$31) 

53!) to 
~%f} 

3.7 

St;n tn 
S9<) 

J.? 

"> $~}{l 

3.7 3.6 

lQM 2Q06 .~Q!H> 4Q!l!J 1(>117 2QWJ 3Q07 4QWi 1Q08 IQOS Jun~ 

'08 

+ # of net trading loss days in June: 6 ont of 21 tradi-ng days 

+ Largest loss day: $(205) rniHirm on 6/9- losses in Interest 
Rate Products driven by the biggest one day sdl--o.lTin 12 
years as shnr!Acrm rates across thf~ US, GBP and Euro 
curvi.~S increased dramatically 

+ # of days net trading toss exceeded historical simulation 
VaR: 1 day (6/9) 

$ lltilll!>ll$ 
<f,j)i) •••"•'•><•"v•"•W'•"•"•"•'=•"•>W,>"M»»"'-"•••~W~o~oWo>'~-'"~"·"'"·"•"•"•"w~wm.-.v-~m~~,~~w,~·.-vn~'"'""""•w-.v.w.v.· • .-

s: l !W 'I" "'·''~w.v.·.•-.. ~· '"'=··· wwm ·' -~~•--=·-••••••••~·-·n••"v•·~···-'••-.•••••••vn•r•>-.••••••w•-.-.••v•-•·~---•·••on••• •••• 

.. ~ ~,: - -·- ---1 -~----- -·· ----- ---· ··1··-''"" -.. , ----- . ..,~~--,·---1---- ----- . __ .., ......... --I"''~'"'"'·"'--·· ~· I 
$l) ' .I IL · ... •. [§" --.::·~ .. ~ ~ -~- .... ,~ ...•. Jl .. '"'"''I' 

{:t5u~~\:=-d::!:f;·=:~~'>-~f:t~~~~~~~:;t~i}~3~_~/;~*<:;:;:~,~trt~s:~ . 
Uili}Q} 

{$150) •.·.~:-.·.~·.·.•.•.':-•.•.•.•,·'>·.•~.·;.o•.·.•.-..o.•.·.-:-<·.·.·:~.-.-.• (•>Y.Q:-:>.'>>~.:.,..._V,.~~·.Io.'-'A..:·:•~:.:.; ..• ~!•:•V'•'o!~·:·:•:_..:.~•:-t•:•··:,·,:.:,:.:.:-:~~O:·:..·.:.;.:.:._ .. ;.•,:.:.:.:.:._-.:·:·:~-:~·:•:•:•:•lo~•YJ:.'•Y,•.-:,:.:,.:Q!o;.:,:.·-:~.:,:~.:.:.:-:" 

( $..2 o~J) .·.·. ·.·.·.·.•.·.·.•.•.•.•.•.•.•.•.•.•.·.-.·.•.•.•.•.•.•.•.•.•.•.•.• ........ m:.·.· . .-..:.-J<.•;o.-.-: ............. u.• .................. ;..: •.•.•. .;....;.:v:.:. . ..:v:..:~:-»~·:o!~<:-:.:-:-:..:-:-~:.x.c-: ... ;.;:.:-;.: ... :.: ... :-:-:..:..:..:..:...:....:.;, •.•. v..,;..-.•:O,!VVJ.Y,.•J-:"'•:•.•:-.-... ~-

(~:~~ ${}) O::J-<:O::•~:<:>:O:<:·~~ ..... :~ .... ,y.._"'o•....-.-.-.-:.-~~•'•'•'•~~·.-:~·~.-............ ~,'•'•'•~••'.';.YoYo:A',-o'l.fo'o'-'?'~:O'o'.'o'o'oVo'o'J,','J·,·,•,y,·.,;:,·,-..o,•,•,•,o/'o'.fo\.'.','•'•'•V-'•'•'•'•'•'."Jo:-'-"'..::-''6'-'o:.'o:O'o:O'-'•'•'•Yo!NoY"o'•'•'J,'.'.','·'• 

•!ll!lllilllllll !h:ly TnuJiHg Rn·s """""""''Nl':il{ll!ed V~lR ,. U!l~\'dghtll\'l V.s.R 

Fi·gurc:; r(;pr~st~nf ~'vt·:n~g,t": ·thsHy ~J:;~t\ 
.....:;.,._.....;;,.. _________ ,...w.w . ..-.-.w.•.•.•.•.•.•.•.••••••••••••••• -----• . ..-.•.•.•.•.•.•.•••••••••·-·-· ••••••••••••••••••••••••••·-•-
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Liqtticlity, Baia11c.e Sheet, a.t1d c~~c~pital 
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142 l46 153 

122 
!11 

l'eb May A•~n Nov l"~t> M>~y .;un 
·n7 ·n, 'f}i ·n7 ·na ·ns ·os 

L. ....... ~_g!-tci;y !!it Snbon.linalt~<l Dd;t 0 Senior Dd>i .. 1 

Senior Notes 
Subordi..><atcd Debt 

Tot:l.l 
l.{ltlg 'il!rm llorruwlng~ 

Prefe.n·e<l Swc:k 
Cnmmon Equity 

T&tal 
L•.mg Tenn Capltnl 

Jun~· '()8 .Acfivlty 

Other! Estimated 
.. !Yl"l '{)8 ! Is~ma!lccs Malurities E;m!ings 1un '08 

!10.6 
l?-6 

128.2 

7.\) 
19.1 

154.5 
~ 

1.4 
0.0 

lA 

2.0 
4.0 

'JA 

(4.4) {LO) W6.6 
((U) O.l 17.4 

{~ .6L ...... Jl,O) ____ !11:.L 

9Jl 
(0.2} 2U 

- ~-

·····-· t~:.~l. . (l,2j 156.1 

•••••••••••••••••••··~-····· .•.wn••••••••••••••••••••••••••••···------------------------------· 
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Clie11t Fran.ch.ise 

24.7 28.0 ~3,3 

FIXED INCOME 
9.5 11.1 -1-6 

32.1 33.7 ~1.6 

Global R?..tes 115 122. 1:37 103 131.4 150.5 ·HU 
Forcig;n Exd1ange 43 $7 60 42 
Cnxli:t 1\:odtH1s 203 213 z~,o ')" ~A 1 Non~HF i4.3 11.~-s 3.0 

Seo.1dtiz,d Prod~><t.~; ()! 107 n 73 

Prime Servi;:es 41 48 55 45 

PIM 2.7 29 ·0.2 
rot$! Nor:-HF 17 14.2 2)3 

Energy T:mding 47 39 :)() 14 
l\1uni/Re~t1 E-state/Other 32 35 25 22 

---------··-····· .................. 
-~- St;u 

1{!) --'·•··- •.• .. ••·'·'-"·" .w.-.--.• ~ ~-~'·"""'~~••••••~--~~·-.•--•••.-•••••••••••••••••••• ••••••••••••••••••••••••-·••• 

TOTALFID 578 620 

EQUITIES 

Exe<:tltlOlt St.tvio:~s 167 183 

Converdb les· ""'l ... ··u 35 

Vohttil.ily :;_-r 
.-I 66 

Prime Serv1ces 85 122 

Eq'\tity {:otpotate -~ {6) {2) 

'fOTAL EQUITIES 340 408 

629 510 

197 196 

26 10 

92 109 
10.5 31 

(''\ J • £18) 

413 378 

H.H.l 

1M 

14<1 

no 
,::,'<> 

w· .. ,>~> 
.;:l~ 

:-,<5"'­
<:l 

0~ 
.,t> 

~0->. 

.~<> 
0~ 

·f'><:-" 
&· 

~~~ 

r · -----1 _ c·-- · --· · · ·• AUM in June increa.s.ed bv $8 bilikm !I) $~?86 billion ! l\-'Iav ' Net M~d>:~t 1 June ! J 
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M1 Fixed mcome l 11!,828 l 15,068 (304) !26,092 ! it~ fixed income portfolio over time, 
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-Exectlti\le S·u111n1;1ry BPM Vie\vr 
-~·~·~---··································---------- m 

+ Monthly net revenue~ of$721 million. 
> Fixed Income Division recorded revenues of$387 miHinn, significantly higher than average n1onth 'OS: 

Very strong revenues out of High Grade Credit {2nc. highest month in '08) on the baek of spread widening 

·- Strong perfi1rrn.ance h1 Comrnodities on higher natural gas and power trading 
··· Client revenues trailed avt::rage m.onth '08 by 8% but were up 4'% versus rvtay led by increase in Cornmodit:h::s 

··· Rquities Division revenues of $329 minion fbH bdow average month 'OS: 

.... Revz~nue loss in Volat3Hty; l.owt~r. activity in Execution Servix:es and in Prime Services due to thz~ St~asonality of the Structured 
Arbitrage business 

> Banking Division reporte.d revenues of$481 million, above average month <OS: 

~ The month • s results inc-luded $177 111illion of internal fees on the $6 billion capital raise 

-· Recorded gains from sales of loans above previously Inarked levels 
Y- Investment Ivia.mlgement Diviskm revenues of $264 miHi;;:m smvassed average month <08 but were dovm 12% versus !'>day: 

~ Asset M.anagemeut and Private Equity management lees W(~re in line ~.vith average month and the prior month 

~ Private Investment Management revenues declined mainly dm~ to lower activity given current market conditions 

> J>rindpal Iuvestm(;\nts reported. negative nrvenues of$(203) .million: 
- Losses in Global Trading Strategies (GTS.) ·were led by Distressed Debt Trading and other trading strategies 

- Losses on our investments in Blue Bay, GLG, GuUinark and Private Equity funds. as the global equity markets declined 

- Revenues from minority investments in hedge fund managets were lower in June 

> IncJuded in the month's results was a gain of $172 million on our structured note liabilities, and a loss of$(260) rn.illlon related to 
(.redit valuation adjustments. 

• Non~ U.S, reg.ions reported revenues of $119 million, 26% lower than awrage uwnth <08: 

- Europe: continued negative revenues in Interest Rate Products and Vol<.ttiHt)\ as weH as investments on B.lue Hay and GLG· 
- Asia: recovery in Equities ted hy profitable trading strategies in Non Japan markets, partially offuet by losses in GTS 

+ l)crsonnd expenses for the month were at $720 million. Non .. per.sonncl expenses were $340 million. 

+ Net loss of$(238) mntion. and Diluted Loss per share of$(0.44) for June. 

-----------------------···················----------------------------
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$ tn i!lions) excepi p-ef :;:}~os·e data 
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l3ar.king 
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B;,.."'~Jng & PHv1 Ellmlnatkll'> 

Ctedlt Valtlr.tkm AdjustmG-rtt 

Debt Vnlual ion 
Othcr Corpor<>:e 

Total Rl.lvcnues 

,Juac 

21103 

387 

329 

48! 
2:64 
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(113) 

{2N)) 
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Mar 
:wns 
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3S3 

25 

298 
{71) 

{.l12) 

/(){ 
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n/m 

(31)% 

(I 3 7) (SO) (7 J)% 
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4"~ .:.-> 

(lJ) 

to7 

(35) 

{80) 

145 

t?9 
(49) ... ~--...-.............................................. •.•.-.............. •.• . ..-. ......... •.•.•••.•.•.•.•.•.•.•• .... -.... -.•.••.•.•.•·.----... .,..... .................................... 

7.21 $~.! 22'-'/t> 481 

c}~A 

n/m 
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n!m 

n/m 
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nim 
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(4)% 

rJrn . ............ •.•.•.•.•.•. 
50"/(, 
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_____ )'_:e_..;_·! t_·_tf> Date l'<:rfvr_;_;m;;. n:::.;t;;!<::.·e:.....~~-· 

2flilR t{ll)7 %a 

{771) 5,315 {114)% 

2)52:7 3,62! {22)% 

402 2,647 (85}% 

8:97 l,668 (46)% 

(4GR) 1m6 nfrn 
(786) (1,759) 55% 

596 1 nlm 
1,231 {6) n/m 

{429) (2) nhn 

J,S<'iO tMB? {72)%, 

; . ~ 

(~~~~ 1 ! Am. cticas (Bxduding CVA and Debt Valuation) f,l,/>·:1· CWO) _' r~!~n '{3: ~m 67~ :,5~3 ~91 )% 
i Europe (14) (7) ~_.t I I)% ,4lt 6J% (251) ->,484 (t07W~> 

\ Asia D3 (5:5) nitY1 ZOl (:34)% l,3Hi 1,548 (15)'% J 
... ~ .......... ,...~~-- . --·•.•.•.•.•.•.•.•.••.•.••.•.•.•.•.•.•.•.•.•.•.•.•.•.••.-.----.·.-----·.·-··.-.•.•.•.•.•.•.•.•.•.•.•.•.•.•.•.•.•.•.•.•.•.•.•.-.---~-- .-.-.-.-.-.-.........-.-......-.---~.-.-.-.-.-.-.-.•.•.•.•.•.•.•.-.-.-..-.-.-.-.-.-.-.-.-.-.-.-.-.- /''' 

---------------·---------------------------------------------------------------------------------·- -----------------------------------
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SpmB.d vs. l. Month Llhor (6!3G!nS) 

Spread vs. ! !vlonth Ubor (51'3~:-!08) 

Spread w;, l Mnmh Lib!>f (1/29!08) 

Spread vs. 10 Year 'UST {6/Jntoa) 
Spread vs. l(l''{ear UST {5/Jt/!08) 

Sptcnd v s, ! {) YeBr UST {1129!0&) 

Limg Term Debt CJwiil R{l.ting.~ 

Standard & f>om·s 

Mnody's. 

Fitch 

l-lotes 

.. -... ... """"""··························.·---~-

LEH 
~~~,~--

i.H>x 

n!m 

~J% 

$34,21 

$E 

..-'fl~U 

-16% 
22% 

nin1 

275 

266 
240 

34{1 

325 
30{} 

A 

A2 

A+ 

GS !vlS 

L9K u~. 

HUx 85:< 

0.8% 2.4% 

$97.49 $30.U 

$78 $.43 

l~M - .,;/(:. ... 2{-){~ 

8'71: -21% 

56% 44% 

20'% 12% 

199 265 

160 21$ 

141 !83 

265 330 

.220 2:15 

200 245 

ltA~·· A+ 

Aa3 Aa:t 

AA· AA· 

~ ...... •.•.•.•.•.•.•.•.•.•.•.•.•.•.•.•.•••.•·.-------------·---.---~----.---~.--~-------------------------------------

MJ:=m. 

1.2>; 

n/rn 

4.3<}~ 

s:.H.94 

%30 

-42% 

-42.% 
37~·~ 

n/m 

300 

2:5! 

192 

365 

310 
'1·0::{1 
N...-V 

A 

A2 

A+ 

c 

LC:< 

r.fm 

!OJ% 

$21}()4 

$105 

-34% 
,<}7% 

L5% 

n/m 

208 

17! 

179 

2'15 

2.32 

240 

AA· 
Aa3 

AA, 

BAC JPM 

,. 

\}.9x Lix 

il-9:-: l6.lx 

6.5% -1A% 

S3l.li $.37.02 

$172 $137 

·33% -8% 

-23'% -10% 

!6% 22'% 

9'l/~- 67~ 

178 H30 

135 135 

127 147 

145 245 
1~}7 195 

!90 210 

AA Ai'-1.· 

A~J2 ,<\,H2. 

A.+ AA-

-:---:---~--~~~~;"'"""""""·············--········-··· ............. ,~ .. -. ----------------------
1, Share pdce ;:-s of'July 18, 20G:i 
2· Bock values ate p<.::r 2Q08 press tde-use. B(}Ok v~h.:e per share is rdlene<.i M a pm-!hnna basis tor MER to inch.1de the <:m'!ve.rdon of!he nlm!date.ry con.vertlb':e t%Wllli:es, 

b:ducling &(ljustroent~<, b(1uk value per s!mre was 2L43. 

3- l·h~<ed on lull yc:<H' 2G~lR First CnU e~dnmtes, updated en July ll$,2008. 
4- Dh·kkml Yldd per Blooml>erg ~>$ d July Us, 20{)8. 
5- ROE v a!ues are per 2QD3 pte,> s reJ>jllSes. 

D 

-----------------------••••••••-.•••••••••-•w••••••••••••••••••••••••••••••·-·---
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LEHl\1i\N BROTl:IERS July 22, 2008 

t=>resentatio11 tc) the Board of Directors 
Liquidity Update 

Confidential Presentation 
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()\ler\lie\v 
................................ -. -~---------------.-............ ----.---.-.•.•.•.•.•.•.•.•.•.•.•.-......... 

+ Firm has significantly strengthened its liquidity position during 2008 Q2 

Holdings' liquidity pool increased from $34 billion to $45 billion 

.Holdings~ cash capital surplus increased from $7 billion to $15 billion 

Average tenor ofnon~Clovernment, non-Agency repo book increased fiTml22 days to 35 days 

--·· Assets funded in .Lehman bank entities grew by $2 billion 

+ Funding environment in 2008 Q3 has been challenging so far but liquidity position has remained stable 

Industry"wide concerns about funding less liquid asset classes (asset bac.ked securities, high yield corpnrates) 

Industry~wide lack of demand for term repos and term CP 

Holdings~ liquidity pool, net of com.m.erdHl paper outstanding> has remained stable around $36 bini on 

" E.g., $45 billion ofHokLings) liquidity pool minus $8 billion ofCP outstanding at quarter end=$37 billion 

Non--Government, non-Agency repo book has remained stable in the $105~110 biUion range 

m 

+ \Ve have been vvorking \Vith the Federal Reserve and the S.E.C. on de·veloping a very severe short-term stress scenario 

Severe disruption of repo funding - far greater than anything that the Firm has ever experience,d 

- Cash outflo\vs due to rating downgrades and debt maturities and buybacks 

Inability to access additional sources of funding 

Liquidity pool remains above $10 billion after one rnonth assmning no asset sales or reduction in client funding 

·---··••••·•••••••••.•.•.•m.• ·••••••••.•.•.•.•.•m•• ·-------~~------·················-- .•................. 
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IIoldings' Liquidity 
-----------.-.-.-.-.-.w --------------------------- --------------------------.-.-.-.-.-.-.-.-.--- m 

Record liqukHty pool and cash capital surplus 

• Since the third quarter of 2007 \vhen the funding env.ironment became more challenging~ 7"ve have grown our liquidity 

pool by $19 bill.ion and our cash capital surplus by $12 billion 

\Ve closed the sec~ond quarter of2008 with a record liquidity pool of$45 billion 

Cash capital su.rplus also at record .level of$15 billion at the end ofthe second quarter 

1.0 
50 vl 45 

·:·19 
·:·· j ·~~ 

15 
40 -l 36 ..,., 

~ . - I IS 

.30 

"" j ----.~~---- -~~ 
10 

s ' 10 

0 --'--------- ........................... ~ {) 
N & & 

,..... N {'.:;, "'"' '<'I" "" ~ 0 CJ rv 
"<" C/ (:;l C' C/ C1 

I"-- 1."-- !"- <;¢ 00 t- f."--. ~'' •» <X> <:::> .::::> ~ <:::> g <;:, Q <;:, 0 <::> <;:, 0 0 
<"~ <"'! N <"~ N 0 ""' 0 <::: 0 

M N N N N 

----~-----·-·····•••••••••••••-.••w •••••••••••••••••-.m-.-.•mm-------------· 
_...,.. __________________________ _ 
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Sec·ured. F11ndit1g 
~ 

~~------------------------- ----------~-----------------.. -------------------------------------------------.-........ ~ ... -.----' 

+ Despite the cha !lenging market conditions prevailing in 2008 Q2~ ,,ve increased our overfundin.g fron.1 around $10-20 
biliion to $15~30 biHion- more than half in non~Central BarJ{ eligible collateral 

+ Yfle also increased the average tenor of the repo book from 22 days to 35 days (38 days t.(n: collateral that cannot be 
pledged to the Federal Reserve or the ECB) 

+ V·/e grew term repo by 30~Q quarter-ovt~r~qumter to 58~;) of the non-traditional repo hook 

r---Q~cx~--- ... Q:f/()4'"··~ 

TriParty Rcpo Bonk Q407 Ql08 Q208 !I Change Change I 
~-;-. ..z.;:.;,.~.::~.:·~~;.·.~·:.:.:.:.:.:.:-.:.:..'I:•~".W:O:.X.:O)X.:•!·:.:>:·~ .. :·:>»X·:~-.:·:·:·~·:.:<.-:r:~..:·:-A"";..:•)".•~·r ... ·.-:o;:.~.·.:.·.o;.·,~·.:.-;.:: ..... ;-.;.~..:.-.•,·.·.:.y.;...-.::,:.:.:.:-:·:·:·:·:·.·,;.·.;.:-Y.·!O:•!~V!o!•!•!•:.X-' .. :.:·:·:·:·:·~Y .. :·:·:·:'"!·!•!•: ... --:o:-:.:·.·.·!·."' ... '-:o:-.'<.-;.•!-• ..:w;•:-:-:o;.-:;v.<;-:<".n·:.-.?.•.·.:·····:·:·:·: .·.•.·.·.•.:.-.:-:-:·:···"'~·:>:·:·:···:·:···:.-.:.;.;.o.•...-.:.y.•.:.•.•,;.•.~v.•.:.•.•.-.•.:.:.~.:·:·:·:·:·:·:·:-:·:•:·:0:~·:·:·:<.-.·~:-!-:·:-:·.·:·. ·.· ......................... ·.· . .-;..:•.·.·.·.·.·.·.·.·.·.·.~ 

Total OverOmding .. . .. 18 15 27 .... f76~Y6 52~-'0 I 
~ ~ 

Average tenor (days) 

Central bank eligible 

Non Central hank eligible 

~·h Overnight 
g..~ <-1 week 
l)/ . ..,_ "1 ~~t<>-·:.k· /()-"' vv>,;;l;; 

%1> 1 month 

27 

52% 
13°' /(I 

35% 
24f% 

22 

{\60" .... /O 

18~'0 

'f50!Q "'"" ; 

'lOo·· 
£v Yo 

"i.·····y.;(;n:tt~4ifif~~::~!f...~~~ .. ~,.~!:J~. ex.c!ude::: G{l-.,~rtuuet~ts. TsJf/;~l>'1-t~~;~~~.~?t;::::.!~nu!trtl.:..A:..l8:..3:..S.;'.;{~~7,v_'1_<,_,t_~_s _____________ .. 
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Liquiciity Risl( O:f Secttred Fun.<.ii11g 
--------.-.--.-................. •.• ·----·-·······-·································~ 

Liquidity risk of our secured funding is well contained 

Hill ion:. 

$2.(ll} ··.w ..•...•. !ff'ff{.(v'"~·~·'"""·~·······rs:.r············-.w .· . ...-~_. . .__. ............... ,.· .. ...-., ... , .. , .. , ... ,.·w .. ·.-.,., ... ,.,.,.·.·.,,,.,. .•. , . .,,,,, .. ,.,., . ._.,.,.,,,.,,.,.,.,.,.,,, .. ,., .... , ........ ,.,.,,..._,,..,...,,","·w··•·•"•"'·'""'"""'""=""""'"M·>~•.w""" ......... ....-.w.w.·.····....-·····""···'··.w.·.·.·.m.· .. w.w.·.·.-.·.·.·.··········w.w.•.·.w.·.·.·.·.w.·.·.w.·.·.· •. ·.·.·.·.·.w.·.·. 

$Hi0 

$120 m;~~~~~l~~i}:•.o..•.-.•.o.•.•,•.·.•.•.•.•?.•_., .. •.•.•.•.•.•.-...·.·.·.·.•.•,•_._._,_....,.. ..... ._._~ .. u.•.•,•,·,•.;>.,;;.""'J.<.'..<.?,'.,..'-'-'-'.v.·.···-'·'-'-v.•.•. •.·.·.•.v.·. ·.-.·.•.•.v.·._. ••... •,,·,·.•.r_. .. ,·.•,•.!,._'.t,·.•.v_. •. ,, . .,_•,•.•,•,·, .. •,•,•,-.•.-_....,,;..:.•._~:.,·,'l_.'<I•-.V···•.-,~~~·A"_...,.~.-.-,.~.-.·,;.:-:>v•'• ••~'•.>o.•:•.•.•:.-.-.•. <.o..O:•.•<":..:•:-:•.•A•.•.•,:V.•.•.•-'·'-'-'·'·'·'-"-'·"-'-'JJ..U-'-'-'-'......._.->A...._,_._._.,,_,,._-_·.,..v..vo 

$8{t 

$40 

$1) 

Tri-Party R(~po (;owrmnenll 
Agency 

Tri-l'arl;v R(:po 

ex.. Gowrmmmt 
! Agcnty 

CNllral H~n!<. 
EligtMe 

lnws tote nt 
Grade 

s~.turlties ! 
1\'i'>~jm~ Index 

l~qaltlca 

LEHBank 
Fumling 

Less Liquid 
A$at:iFundiug 

$50+ 

Avnili!blc t\l 

Hroker J Ol:la!er 

J
~ 150% 

C(!Yttage 

-------··•-••••••••••••••••••••.•.•.•.•.•M-'W' ._._,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,_,_~,MW,_, '''''·'·'·'·'·'·"·'.W'--
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Lel1ma11 ,B.r<)t]lers Ba11l< E11tities 
---·•,•,•,•,•,•,•,•,•,•,•,•m,•,•,•,• ··-···································•••,•,•,•,•,•,•,•,•m,•m,m, m 

Rapid asset growth at bank entities strengthens our liquidity position 

Leltma~"~!:Qthers Bank/Lehman BrothCl:§w{:O!!!l!!J:n~i~IJ1ru.tis 

'*' Raises FDIC-insured deposits 

+ Can pledge mortgage \vhole loans to the Federal Home ,Loan Bank 

+ Can access the Fed discount \vindo\v 

$ nn 

21}{}3 2004 2005 2006 1007 

Lehman BrotJuws Bankhaus 

+ Raises GDPF~insured deposits 

+ Can participate in ECB tender facilities 

48 

Ql08 Q20S June '08 

·~---------------------····•••,•,•,•,•,•,•,•,•,•,•,•,m, ____________ _ 
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LBEX-AM 153681 



r 
m 
m 
>< 
)> 
s 
....Jo. 

0'1 w 
en 
co 
1\) 

Confidential 

Ct)te Liqu.idity Pool 
• ·-····•.•.•.•.w.•.- ••••••••••••••••••••w• •••••••••••••.m•• -·••••••••••••••••••••••.•.w.w---

Core liquidity (Le.~ liquidity minus outstanding CP) has remained stable over the period 

($1m) 

;51} , .... •.·.•.•.·.·.•.·.·.·.,.·.··•·····•·•·v'·•·•·•·•·•···•'·•·•·<·•m·~•n.<·, .v·.v.·.·.•.·.•<.··w.w.•.•.•.·.w<.·.•.·.·.·.·.w.•<·••v<•w•''"'''''' .··•·.«·•··w.··"•mk.w.•.•.•.w.w.·.w.v.w.·.w.w.·.·.·.·.•.•.·.•.•.· .. , .... ,.,.·.,.,,,.,_..,.,.,_,, .. , ...•..•. -.. .•.. ,"~·······"''n.•.v.•.w.·.•.•< .. •.·.·.•.w.·.·.w.·.·.·.w.w.·.·.•.·.······.-.v-•··········•'·•·'··-.v.-·••·······'•-.>-~•·•.<=o=~w.w.o.w.•.w.w.•.·.•.w.•.·.·.·.·.w.·.• 

44,7 46.! 
4?.,() 

4{} 

35 

J{J 

25 

.20 

]{) 

5 

0 
S/30 fi/S (jfl(; 6/25 6i30 7/U 

m Core Liquidity Pool m CP Outst·lmding 

----------·--······•••••.•.•.•.w------------· 
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Cash Capital ---- ---·· m -·········-························ 

Cash capital surplus has rernained stable in the $14 .. 16 billion range 

($ba) 

l8 ._., ........ ·.·.·.·.·.·.•.•,•,•,•,•,•,•,•.?.','•'•'•'•'•'•'•'•'•"'..'•'•'•'•'•'•'•'•'•'•'"'•'•'•'•'•'•'•'•'•'•'•'•'•'•'•'•'•'•'•'-'•'•'•'•"•'-'•:•:•:•:•:•:•.•:.: •• ;.:-:~-;.:.: •. ~:.: .... ~ .• :•.•'..;(v:•.-:V:>...:.V:•:O: .. ,A.o~:o< .... , . ....:.;.:.,.o/..:~o:<.o"~'-'<'-'-~..-.<v..•;;.A.'-'·''·''"·"-'·'-"·'·'·~-·.;,-:>/.•.•.c•.·.•.•••·-::'-"-'·~_.:._-:.,•.-.·.JQ»,.•NT..-h • .-.,-. •• .-"'.-:.'-'·'•":>l'.'.•.•.•.•.•,•.•,•,v,·.-.•.•,•.t.•.•.•,•,•,•,•,•.t.o.•.·.•.•.v.-.·.•.·.v.•.·.·.•.·.·.•.•_. ••• •.•.•.·.•.·.·.v.•.v.·.•.;.•.·.-.•.•.·.•.·.-.•.·,·.•.•.·.·.·.•.·,:.?.•'•:···-.··:··,•,·.·.:·:···:·:·:•:•:-:<~.•.•.•:•:O:•.•.•'•:•.•:•. ~;.:.;.:,: •• :.:.:•.• 

l ().2 
J (} •,•,,•.,.,.,•,,,,,,, .... w•••.••.•.•.<>.•.<-o.•.•.•.·.•.•"•'<•.•.•.·.•• ••.•,·•·.·,••.w••••••.•.•••w.·.·.•.•.•.•,•.••.w.•.• .•.•,•.•.•, •,•,•.•,•.•,· 

14.3 14.2 
14 •.•.•.•.• .. •.• .. •.• .. •.•.• .. w .. •.•.• 

12 . . .·. -~ '··'····· 

10 ''''" •Ww•••••v• 

s w ........... ·.•.·.·.•.·.·.· ..... ·.·.·.·.·.·.•. 

Q ·•·••@•.•.• . ...-.•.•.•.•.•.•.•.•.•.•.•.• 

4 •.·.·.•.•.• .. •.•.· .......... __.,~.·.···· 

2 .•.•.·.·.·.·.· .·.·.·.·.·.·.·.·.·.·.·.•.·.·.·.·. 

0 ..... 

5!30 (}/13 6/20 6/30 
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Liqiliclity· Stress Sce11a.rio Assurr1ptions 
Lo~~-~i-~:~·:~:~;.~"''j:;~~:~~~-:~;-·"'"'"'""·--------~---L(~)ss-: (-)f-"()~.n~~-~ec-.·u-re~d-Fl-.m-di~ny.-~ -----"'llllllm 

~ Rcpqs %-Rolled %Lost 
Governments & Agencie"' lOO"A l)% 

Co rporat es 
HighGn.tde 7(}~.{} 30% 
High Yield 0%; 100% 

As-;;et Backs I Privati:. Labehl 
HlghGrade 40t}·~ 60%· 
High Yh:!d 0% 'lOO~·'C 

Cmnmerd.al P<it"1<;r Repo 70% 30%> 

Mi.mi 40% 60%:-

BMO secu:rilies 0% 100% 

Equities i Cl;~nv~::rtrh!es 
E1 70% 30'% 
E2 /C1 0'% 1 00'3-1; 
FJ /C2 0% 100% 

+ Munis TOB ~ 7 day put exercised on day 1 
CtwtOl11t.:T collateral returm:d !liquidated over 1 ·week 

- Firm coHatt:ralliquidated 
~ Prhne broker 

- Free credit haiances vvithdrmvn on day l 
~ Deakr-base.cl m.[lJched book 

Un•;vmmd to release haircut ($1 .0 brt) 
+ Central banl<s 

... ·No PDCF 
Able to use ECB tender facility through Bankhaus, consistent 

~ Unsecured debt 
CP and LCs: 0%! roll at maturity 
Buyback<:>: $1 billion in week l, $1 ,5bn in weeks 2-4 
D\'~posits at US banking afnliates: 80% roll at maturity 
" In practice, no impact on liquidity (operate with 

~rignitkant excess Liquidity) 
Ability to dta\V on committed hcHities 

+ Loan funding 
Per funding schedul.e for leveraged loans 
$3.0 billion per month f!jt unfunded revolvers 
Derivatives 
C<1sh co1l.atera1lz~rt3on on dz~rivative payabks per CSA 
requested on day l (paid on day 2 per industry practice) 
Mm:g:i11 disputes against n .. ~ paid on day 3 and 4 
2 notch downgrade during second week 
~ Note: The vast majority ofthc credit rating dn'.vngradeA 

related posting requirements oJme from derivative 
transactions with structured vehicles, whkh have a 30 day 
cure period., whieh gives us the right to assign or 
restructltre the transactions, thereby avoiding the posting 
of additional coHateml 

+ Other 
$0.5 billion every other week to c.over operational cash 
expenses (PE and NPE) 
S<-1le of assets at pledge value with an additional 5% 
\vritedown 

with normal practice 
----~-----...;:.__------···················· -···-·················-----------
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Stress Scetlarit) A.sstllllJ1tiol1S Vs~ ·wee:l( Ot~Marcl1 17 
......................................................................... ._,,,, '""' '-'"··-''""'·································-----,·--~ . .-(, L-.os-t -----~ 

+ The assumptions that \Ve are using in 
our liquidity stress scenarios are far 
n1ore severe than what vve 
experienced during the week of 
Ivlarch 17 

Secured Funding 

Governments & Agencies 

Corp orates 
High Grade 
High Yii::~Id 

Asset Backs! Private Labds 
High Grade 
FOgh Yield 

Commercial Paper Rq_10 

rviunis 
Munis TOB Program 

Equities I Converts 
Major rndcx (El) 
Other Index (E2 ! C 1) 
N(.l' "',f,~•~'l' 1"' ·< ·•v {E-~.; I C')) • } .. < ,:,\-1(._;'·'. :;,,(,l,;,,., \• . ._.,,< 
Collateral Upgn.Kk (El) 

Primr. Hrok*.W Free CrNHt lhL·m~s 

Uusecurcd F'uud.ing 
LEH Commercial Papi:::r 

LTD Buybacks ($Billions) 

Derivatives 

Experienced 
During 'Week of 

3/17 
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} J4o/. ·' 
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Stress Scenndo 
Shovm Tn Tnday's 

Ptes~:n1ation 

o·y;) 

30% 
!00% 

6tl~·b 

100% 

30% 

60% 
lOfY% 

30% 
100% 
10{}% 

30% 

100% 

lOO% 

250% 

~~-~ ------~............................................. Cash Colla.tt,:rali:n-ltion p¢r CSA -~-2~ ............... ·.········-·"'···---·-
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L.iq_tlidity Stress Fu.ndi11g Sce11ario (I) -. · Liqttidity Ot1ttlovvs 
. -----------------------.-.- ---------.-------------.-.-.-.-.•. -... -........... ... ·m 

+ Purpose of this stress funding scenario is to model a severe liquidity event over the course of a month. Over the course 
of one month~ grQ~.~.liquidity outflows total $55 billion. 

··-- Signi11cant loss of secured funding capacity .in non~Government or Agency securities ($36 billion) 

- Inability to roll unsecured debt> coupled with debt buybacks ($8 billion) 

- Rating downgrades a1~d dmws on unfunded loan cornmitments ($7 billion) 

- Payments on derivative margin disputes and operational cash outflows ($2 billion) 

- \Vhhdrawal of customer free credits ($2 billion in LBIE; LBI free credits covered hy segregated cash (15c3 lockup)) 

·---~-------··•.•.•.•.•.•.•.•.•.•.•.•.·-· •••••••••••••••••"" ••••••••••••••w"·--------~· 
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:Liq-uidity Stress F~1111dit1g Scei1ctrit1 (II) ~'lVfi tigants '' 
~------------.--.-.-.- ---------------------------.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.- -----~-

• Offsetting these cash mtt11ov/s ar0 $66 billion of''liquidity risk mitigants/' leaving Lehman \vith a $11 biiHon 
liquidity pool after om:~ month 

First and foremost> liquidity pools at Holdings~ broker dealers and Lehman Brothers Bankhaus ($52 
billion) 
~ $41 billion at Holdings; $7 biHion in LBIE; $4 billion in Lehman Brothers Bankhaus 
.. l3ecause of the substantial loss of secttred funding in this scenario, t,BJ and LBIE need to borrow fron1 

Holdings and good quality collateral previously funded with third parties becmnes available f()r 
funding with Bankhaus, As a result> liquidity becomes fungible across these entities 

Dr-aw· on our committ<~d facilities ($4.5 billion) 
.. \Ve draw on our committed facilities 30~50<}-o of the tirne in the norrnal course of business~ thereby 

ren1oving any signaling effect that c.ould be associated with a draw 
··-- TeniJ ove,rfnnding and excess collateral borrowed> whic-h mitigates the loss of secured fl:mding ($8 billio.n -, __ 

, .. \ 
u:npact) l 
~ Tenn overfunding::::: Unuse-d ten11 repo capacity ! 
... Excess co.Uateral borro\:ved =. Repo funding that does not support Finn or client activities 
Additional funding through the ECB tender auction facilities ($1 billion) $11 biHion of 

• ECB tlu·ough its tender auction facilities funds more than $700 billion of coHatera1 :for Euro-domiciled 
banks 

'- secured 
~ fllt1clir1!S 

~ .Lehman Brothers funds $13 billion of collateral through the ECB. Even 'Nith the additional $1 billion 
funding envisaged in this scenario~ we \V{m]d still not be in the top 10 users of these facilities 

Unwind of matched book posi!:ions supporting proprietary book ($1 bitlion impact) 

+ The f()llowing have not been included as ~'liquidity risk mitigants~1 in this sccenario 
Use of the Federal Reserve's PDCF 
Reduction of balance sheet impacting client«fadng activities 

···· Reduction of prime broker client funding 

--------.-... -.-.-.-.-.-.-.-.-... -.-... ----------.-.-.-.-.-.-.-.--.-.-.-.-.-.-.-.-...... . 
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Repo Bool( .A_n_alysis 
+ As of ;::~1;~--~·~;:··~~-~~r tri~party repo book amounted t~--$;~·;··~~i·~·~·;·~~·;.:;··~··S·~··;~- billion of Government and A.gency securities; ·m 

$73 billion of liquid collateral (invcstn1c.nt--grade fixed income securities and major index equities); and $36 billion of 

less liquid collateral (high yield fixed income securities and non major index equities). The amount of repo funding 

"at risk~' (i.e,> J.naturing within a month) was $62 billion ~ $43 bHHon in liquid collateral and $19 billion in less liquid 

collateral. 

Cotnposition ()f Lehman's Td .. Party ]{{~.po Book As of 7/10 
$Billions 

300 ~~ .... ""283:3" ........ . ... ' ..... . 

F9 ~J""u·· -} .. .. .. .. .... . .....• ..... } 

. l 
} :: 

~:: l J r 174.4 

I I 247,7 }08 .. 9 

00 I l 
t ................. _ .. _. 

47,1 

305 6U3 

i ·-·-·········· 
50 ! -~-·~ i ---~~-- - . o ~L ........... _t ................. , 

'7-" '7 :i ...},..,.,~ 

42.8 

Tct~! Repo Book (Jo·vt.t',n.4gency Sec Repo book exc.L 
Govt+Agy sec .. 

'I'errn ftmd1ng> 1M 

D Li.qnid Colimeral D Less Liquid C:ollatemJ 

.-<\.t Risk Funding 

--------·····························---·"'" ·-························---·--·· ··························------
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Lt1SS Of Sect1red :F1tndi11g 
--------------------------- m + Stress scenar.los result in a $36 billion gross loss of secured funding ovor one month (i.e.} ssr2.-o loss of secured 

funding> 100~;0 for the less liquid coHateral), Including ••mitigants's (e.g.~ $11 biHion due to overfunding, excess 

coUatera1 hono\ved, and $1 billion unwind of our proprietary matched book), the net loss of secured fhnding amounts 
to $25 biHion. The liquidity pool available to the broker--dealers of $52bn exceeds the net secured tb.nding loss by 
""() -··(l/ 
L. o:·o. 

Loss Of Secured Funding 
"'/(; ~y·.·· .. •.·• . ·.~:·.·-·· 

$ Billions - !. 

I 61.8 

60 ·~ ·~~v"' •v• 

50+-

40 ~------- ' 

30 '' -- '---

20 _, ____ , __ __ 42Al 

10 ·>-----·---· 

f ... .t .............. J.·-~·~······· .:.> 

At Risk Funding 

40'Y.~ Ne: Lo;:;s R;,W.:l 

58% Gross L<}$S Rat:::: 208% Cnverage R~ttio 51.7 

_ (!_{}()!.-{: f~tl::~ssJ:ll?,t_<i~l _9.<l_ll~~~c!:uJt .. ______ ----·- ___ __ 

3.5~1 l (),3 

.!6.6 

Grm;$ Loss OfScct:rcd 
Fundillg 

fvl i tig~~nts 1'--ict Loss Of Sccure<J 
Funding 

OUqtlid CoHnu:m.1l OLe!i$ Liq;lkl C'uHateral 

Liqukllty Fool 

·-----------------------------------------------------------------------------..-------.-.-.-.-.-..··-· ----------------------
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Stress Liq_u.idity Scenario: Overall Irt1}Jact 
··-···•••••••••••••••••••••.•.•.•.•.•.•.•.•.•.•.•.•.•.•.w.~. ••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••w•••••••••••••••••••••w••••••••••••••••••••••••••••••••••••••••••••••••••--•••••••••••••-m 

11--Jul_l±_:h~ ..... !~~.-!!Jl Ur-Jul 17--Ju! 18~.:hd 21·Jul 22·Jul 2::3-.Jul 24·Jill Wedd We~k 4 Total 

Reghmlug Cash !•osition il} 5I,7 25.6 25.5 20.8 19.4 192. 1td !5.6 13.5 iL6 1! .2 122 12.2 

:··~\ Details 
Nd L~tss SNmn~J Funding (22.6) 2Js {),() {0.0) {G.O} {3~.0} (0.2) (0.3} (0.6) (OJ) 2J (3A) (.24.~)) Lj tv~xt slide 

l.Jnsen1red .Funding 
Unsecured Debt 

CP (2..3} ({i.4) (O.D) (0.0) " {0.0) (0/1) (OJ) (0.0) v (0.3) ({U) (3,3) 

STD ~"dnding CP {<tO} (o.n) (LZ) {0.0) ((l.O) {!}0} (OJ1) ({),0) {0.0) (0.0) {OJ)) . (L3) 
LTD (0.1) (0,1) (OJ!) (OJ!) (0.0) ((W} (OJ) (),0 {~lO) (0.1) (0.2) (118) 
Buy backs {0.2) (01) (0.1) (O.Z) (0.2) (0.1) (lU) (CH) {G.l) (O.l) (05) (05) (25) 
Dcposi1s ofBanklng Affiliates (0.2) .• " . ~ " . v ~ (IJ,l) 

Committed FBciiity Umwd<)'<<.n ~ " . . v . - - - :1.5 45 
Net Lc~m hlf~tHng - . {LO} A - - A v (1.0) - (I J)) ~ {J.O) 
Derivative Activi!y 

Posting efVncaHerl Col!>ltem) v (1,9) (1.9} . A v - - " A {3.8) 

Downgrade (2 Nold!·~'>} - ~ ~ - - . (0.5) .. - v - {0.5) 
Disputed tv1argln Payme11ts - ~ {0.6) {0~6) ~ - v - . . - (1.2) 

01sh outt)ows to fund operutions (F'E, NPE, etc,) ~ HL5) v - - - . ({}.:)) - (0.9} 

~~ ... _._._._._._._._._._._...._._._._._._._...,._._._._. 

Totstl N~t Los.'> Unseeur-ed Funding (:U) (2~7) {5JJ) { 1.3) (0.~} (0.1) (0.2.) (OJ) (L2) (0.2) (2.5) 3.9 (.!3.0) 

Ending 01sh Posithm 25.6 255 20.S s9.4 19.?. 16.1 l$.6 l:?..S l L<} iLl 10.7 ll.2 11.2 

1: .. ij}~fiiiih~i~-ii~~~~faiijji(;~~lii~~ f£{7/! l StJD ix i.::<..t'~~tr~:sed l.?.f$40.3 b!llfon c.tll::.;hling:t li!fvidi~v> $·7.3 btflh;t; ;?.l.Li?lB hqufdt:y {t!·apped) u;-;d $1)J bllfio.'.~ o.l fkJHkhali3 hquidi~)~. ln thi.? .rtre.tJ .sc~nati!~_. whi(;/$ 
i?n·olvr.~ s:~?.nf.fk:~.:rnl/'uta:ilng to~h~'8~"> at t.h~ b.rokt!T dvv.{<":.J·x, cash p(_~.jfNot:s tJ~,.~;;.""Oll.~} pra:::!ft.'t.~l(~~> fiu~gl&li..~ ::;,;;roS..>i leg-.:tl crui:fes bRcau$'.~": .Li?I and l.8l5 r~"'-C.{uttf ~~ddttio~~~lj!u:dfn.gjr;:.:~.~n ft~:>klu1Jf.1 asul fi«J1khau . .r 

2.. l~ret !os5 t:if.:Je<:~o·;..~d fi_~~;_:~!!?£~{:_~~~ ... !~::~:~~;_3lhti pas.fth<: iu~pac! f~f.th~-: teducrivn iH !!!..e_l~~~~~~~~ .. <J/E!:~~!~.~~:~~:-!~ ... ~.~!~!3 .. ~.) (Jnd t( b.!'lhVlt':-2 she(:t t·o'l.iw.:ii<>-rs ................ ~ ........................... --
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Rati11g Dt)\Vn.grade-l{_elated :M:Etrgirt ~Postings 
,. ...... 

+ ln June 2008, h:mg~term debt ratings of Lehman Brothers were downgraded by S&P and Fhch to A ap.d .A+, 
respectively and in July by Tvioody's to .A2. As a resuit of these downgrades, the margin posting requirements if 
Lehman Brothers were to be further downgraded by one or tv,ro notches would be as fDHows: 

Additional J\1argin Posting .Requirements fl) 
$ n'll' q •. ol. mns 

(1): l£stimates 

"Standard~~ trades 
11Non stand.1.rdn trades 

Total 

1 Notch Dow~:gra~~ , 

0.2 
3.7 

3.9 

2 Notch Downo-mde 
:::::::::::::::::::::::::::::::::::::::::::::Q::::::::::::::::: 

0.5 
0.6 

1.1 

+ Standard trades are derivati-ves transactions. where the margin posting requirernent .is equal to t11e mark~to-market of 
the positions abo-ve the rating-dependent threshold. T.he lower the rating, the lower the threshold; hence the need for 
additional margin postings in the case of a do\vngrade. This posting requirement is immediate after the downgrade. 

+ Non standard trades are derivatives transactions with structured vehicles (securitization trusts, CDO) whete the 
margin posting requirement is primarily driven by the rating agencies requiring Lehman Brothers to post an 
independent an1ount to act as a volatility buffer. This independent amount is typically calculated as a percentage of 
the notional of the trade. The requirement v;,!uuld typically kick in ifi,ehr:nan Brothers were downgraded bdow A or 
A2 by S&P or l\4oody's~ respec-tivefy. 

This requirement \Vould not become effective im.mediate!y. Instead) Lehman Brothers would typically have 30 
days to assign the transaction or renegotiate the terms, thereby avoiding the posting requirement 

~ After the do\vngrade by S&P on June 2, \Ve started renegotiating a large nurnber of these transactions as a 
precautionary measure. As a result to date, we have already avoided approxLmately $1.1 billion of posting 

m 

____ requ~m~~ifS&Pweretodowngro~m~A0 ____ ~------------------

LEH1V1AN. BI:ZO'THEP\AS 18 
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·~ R~ff>Jin hom selllng 3ssct1, ex!tingbusiMss lil1<lS or 
bmir:g c~tplhl at dep.res.sed v;;thl~.timl~ 

StrM€!£i!C AltMtmti%~ Conslclemtl m 

$- Not feasible in current envin:smncnt dtJC tc pressure on 
=::to·ck: pri<-.e:- ~iqv.kHty ~f..JD:C·!;tns,. sim ~nd bJ.Jsinc~~: tni:<~ a:ud 
likely aclditi<:>nRl vnltedowm in !he third c.md fumth 
qt~art<:r~ 

~ 8!:a!1:lgic initiative~< mu&! be c:1m.:;id~ed 

+ Pnrtner perce~ved ns ... ~~mHrt l1lt1ney~:. \Ytjtt{d vatid~t~ • Minority stake ir: vfecn not at!rMtive: w large fimmdal 
insli tut!on:> friln(:hise at:d inve&im~mt thesis 

'*' Bal:mc:c sheet <md cnpit;;t( support of partner ·would $ 

i!llc~late viability concerns, mihgat<:; valuation &.>cmmt and 
alk>W fnr growth dbu5hwss 

MaJority of likely partr:.-;;rs h:we ~ignitiCllnt inremal issues 

i-A>~-"A"-'-~~J.•,v..·.......,.._,..,o.·.-.. .... •.-.•.-.•.•.•.-:.M.' .................. ,,..._, .. _._._.,,,..._,_._,_,,•,•,•.<.•,•<','•"Y·'•'•'•'•'•'•'•'•'"'-'•'•'-'~-' ... '·'Hh','.N'.'.I' ... ,f'_..._ .. ,,'VH.'~_...,_........_ .... .._..._ ........ ~~-·~, .. ~~4).'_.<X.')o"Z~•'~0:.'-.'.:6:0:•lo:.Yo)olo'•'•'•'•'•'_.,:,:O:•'•'•'•'V'• .. •.••:• •'<'_,;<~.;;.•.-.:,~·.•,•,•,:,•.:.:.:,•,·,•,•,•,,•,•,·,;.;,•,;.o'.'oJo'•'•_.',,o'V'•:•:•:•'•'•'•'•'•~·, ,;.;.,-.•o:o:.;..O:•.-..,_,_.,,,•,•.•.•:O.,. ... •.•.•.•.•A•.V.>..'.':'.H.H.N",Y.-.v;o.o.oAO,".J'.~'·'-'-'·'"'·"'"._',V,...._',' .. 

+ Combination wiih smm~gh:: partner c;xtld stabHi;>e btmir:.ess ~ 
and ~;cccl~ra.tt-: grovv~n~ • 

~ .Potential to provide prrminm J value Hm~ug.h :;ynergie:: and 
ihrough pni~ntitll upside in buyer'¥ nm:ency 

Majority ;)f likely partners have s~gnit'kant i.ntem;,l i;;:st>e$ 
Mllj~.r dirllct (:.mnpctitor!l {1.vlth ihe ~>;<:t~pi.km <:;fMorg~n 
.Sh!.n1ey) have .unt been ccMif.cred to ;±at.::; 

O:•!>.~•:<:•:•:•:•:•,.,..•.•:•.•.•.•.-...... _..._,,._,_.,.,._,_._.:,.. •••• ~.•.•.•.-.w.-.•.•.v.;..•.-.•.•.•.-. ...... ./'.•,...,..•.•.-.-.•.v.•.v.•.•.•,.o.•.•.·.•.·.-.•.-......_ ...... •.•.·.•.-.. ,...,..,....,....v.N.N..>./'.o......,._•,•,;.-.•.•.•.•.•.-.•.•.......,.,._~ . ...,......._._~~·~·:""W-!-~~_._....,~"""~"·w•'~-'"'•'•:.r.~:.·.•.•.•., .... :.•.:.:·:~<'.~:.·-:-··'-'-"'•....,•••.-.··~·"'""•"·"~····'-'·o'·"""·'.'.·~·"""""•'>'"'"·':o'.;,..-... • .. ,.~'<..,..-.-..,,o;.;.,...,;.:.o,.,.==~"''"'·"",.·"·"-'·'v.•.o..•.•.•.•.·..o.'-.• . ._•_._., • ...._.,, 

+ AU\JW!> forrestntcturing ofbmiMss out of p>lbli\: ctjUlty 
domain 

+ Potential to pnwide premium for cask 

~ Fiallnl;.inUy less •,·i~bk sint:e ~-.lock price lml> rd>mlnded {Jff 
lows 

~ S.ignilkant equity 1:-apiWI req:~ot!rcci 
~ Los:> of ate!ll>=< to e.qui<y m:>rkets a11d pcssihle mting 

l1gency dowr,grild~.s wvtJld he harmfi..;l to~ number of 
husincss~ 

:•:•.•·'·'·"-'J','-'·'· .. '·'·'·'-V..0.0..V.V..0.JO.O.W.f'..O .. ,O.......V .... ....,.f'.'o'"V".;..>,N.,1.V.;..y,•,•..........,.;.;.;.;_.,,.;.•,v.-..,;,o .. ,• .... .-.-.•,•,•,•,•,,•,•,~>.'..', ... •\.~\..,_..,.,.., .............................. •,•.y.,.-..... .Y,-.•~.-.~-Y~-'.':-:•~"')<'~<'#_....A-»Yo ... •~o.Y&'-~•:.-'o<o;...-!o~.•;,'o,o:•••.••••'''·'''''·'·"-'·'·0:'.-'''·~ ... ~ .... ,AV.";.<".W..W,.'o:..:-.o~o!o!>~ ........ , ............ ;.•,,,;.'«••~.•.•:o'-'-!-:o:O:,.:•'•,o:•.•.•.•.'•••-"".-.. •.•.•.•.-.•.•.OA•.•.•.•./'."-'·'-'·'•~~.N' ....... =~~ ............ ,, ...... 

<S> Regulators are suppmtivr ol'cmtci'pt 
<II> Pcrrmmc.1il ace>:::;;~< to Fed win<i<lw 

• R;.xhKing n:sid.er,tia1 and commm:dal n.<t•ttg;;ge exptfsure 
'fGIWJVC$ MNi V;;t!;J;>tion \llK<Xtainty 

<S> Pro fornm ;;;1pit::1l m::t~d ~:an be pnwkkd by ~ale vl' IMD 
<lWnership stak:-;; am! c.o:mmou equiv31ent al'f!ering 

'*' Snk: of liViD J>iake unl.ach value of hnsineJ>:< <md wodc 
hkdy occur a! a multiple mcanh1gMiy higher than 
Gret.~n's curre.nt and historical Vllhl>~tion 

$ LBck of com.~Yv~rtiul banking nctiv.ltics would limit 
f:.tnd.int~ ndvat"~_hlg~~~ ~n the U.<:}F>ft!}STil 

~ Not pursuing due to la.ck of funding syw:~rgics and 
im~remenla! i..~apilal and e.:s:pcnses.req!li.tlld t<> implement 

$ In disc"nssion:> with p<.lteniinl buyers ofmsidentia! 
~nortg~~ge a8sets 

~ Am~ly;~ing tnmsllctio.n ti"a~i\)Hity f finat1dal impact cf 
~~pinning off CRE as~ts; asset 1;ales ongoing 

$ Ar.nl:yzlng eX('tution $ita!egy and filM nc"ial imi>>~tt of 
~dling a majority <3Wncn;hip stahl or all oflMD 

~ Ana!yzing possible structures: for capit?..l mark>:~ts offering 
'·'·'"'-"-'·'·"·"-'..._. .. _._.""'-.-"·'_._. ............... _.,_._ ......... o..•.•A•.•.~·-'"" """' •-'-"·"-'-'_.."_. ...... _. ...... _. .• _•:n•.•.•.•.•.•.v_._._,..o.>V _. ... ,..., •• ._._..,..,-"-'·'.I'.'Y.O.',v.•..;.•.•,•,•.oH,...,./<'/•""·'•'•'•-.····.,.,.....,...•"N.",/'""'>''_.,&',.....Yo'.Y;o._ .... ..,.........,...._.,._,_,,...._ ... u..o..v,!'.'N,!'.•.v..v ... ~N...,._.~_.~\t"_.-.,.)<',.".0<~»~">:6'•'<1>:•.•.•~,.,.,-"-V'-" ..._ .... ._...._._._._._. 
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Pote11tial Strategic Part11ers I Btl'lers , 
Confidential 

Str&t~gic A.!:.t1n~9.ttve~ Cof~:r::irl(~r~d 

Company 
.•,·.·.·.·.:···:-:-:.:-:-:o'!'•!·:OY.<':•:O!·!•:·:·!·!·!·!·!·X~~·~·!·!·!·!·:·:O.:•!>:·!>:•W/.0:-Y.~ 

Bank nf America 
Dis,~ussions to Datt~ Status 

-!>:O'X·~<o:<-»..~:-:«·:.:-:-:.:-:-:-:-:-:-:..:·:·x-:·:·:·:·:o;·;.:·X·:·:-:~~««-:-:·.~·:•.'\.•.-.•.')."'.•.-.•,·.•.·.·:...·.·.•,·.•.·,•,·;..•,· ... ·.'\o':-'•'•'·"·:-·-·.·.•.·.·.·.·.·.·.·,·.·.•.:.:-:-:-·.:".;.:-:-:.: ... ~:-:.;-~.:-:-:-:-:-:- ~---:-:-·-·-:.:.:;.v.·.·.·.:-:-·-~:-·.·-:-:-:.:.:.:-·-·.·,·.:-:-·-·.:-:-:-:-:-:•: .. :.:.:'·:·:·:·:•;.;.:.:.:-::.:.~v:.;.x,..<-:««..:<o:.::.:«-:.:.:-:«o:-:.:-:.:6:·:·:·:·:-:.:-:.:.:.;.;.;.;.;.;.: ... -.:-,~.-.. :.:.:.:.;.:-;.:·:-:•!> 

+- Scnkn: cxccntiv~~ diS<)'Ussiem~ -$- Petem!<tl intcre;;;t; timing tmcenain 
"g;·;~~;·-~;t~(::il~l;~;············· ···"·'"""·"·····-•w.·.····-I:;;;.r:1;~;-~;;~i;;;~··w~·······v··············""''''''''''''''''''"''''''''''''''''''"''""'""''''W"'¥'N~;~--l~cli;;;~}"tO p~;;~;;-mm.• . ..--.·wv·.··.·~v.w.·.·.·.w.·.· .. wv.· .. ·.Aw.· .. • .. ·.·····'"" 
·B·B-~iA'""'"~~···--·· . --A.·.··--···"·i'i,!~t~:'j'ti;··BB~J~\·······························v·······················---····--···"'"'""""''"'"''''+'i!;~;~;;;J ·;;;--~;t-;;;i b:;~kiA;1g ·wm"'"''····A•mm ............. , ................ . 
'}:{;~k~~hi;~ H;th~~:;;;;~·~'"'"W"'.~p;:~ri;;:;;;;;:;·Ji~;:;;;;i;;;;~························"'·························...,·········---························"'"'~v"····li~:;~~-ijij;;g·t;;·p;~~~~;d·l~~~7l~~:~~;t;~;;;;;·;;;;;;·~f··············--·­

'ji~fp .. p;;~{f:d~"'···Avv·v vwv~"'"~.~tv1~t·;Tcl1'''BiJP'Aw~v.~•-w--~-.Aw .. ,. .. ~.m·•·······"''"'"'"'''""''~''~·"'·~·•·~·.'·N;t·i;~ij~;~rt;"j;~;;;;;;;;·r;;;~;-;r:;;}i~~;;p~;;·b~;c·"" 
consolidation 

"crnE~-w ....................................... i{~;-~,;i!i~'cif1c"s;~~;;iti;;·~~;~rc~1f1C'aro~;~;-~"d~-"~""~'-""+''siud};;;;;; re@i;z;:y h~;~ii~~·--·•······--....................................... . 

"{}E'"''''''''"''~~Aw"'""'"'"'""''"'"">Ai'':S-;;;r;;;-;;;~;;~;;:;~'J'j';~;~~i~~;;~"-"·'·'"~w .. > ... Av.,_ .. ,.~>·•'••·A>>•'·~">·'"·'···-··'·'······-N;;{''i;;;}i;;~·~i·{;~r;;~;;:;;;·<"''''~~>•A<w~"~'w"""·'u'm·''='A'-~.· . .w~.v 
·~iisf.{E''""·"'·······»»·--·-v···v·······--w·-M~; .. ~;fii~Tisi3C"~ ... Aw.· ..... ~w-··-.-~ ...... ,'A .... W ... ""~"·~~""""~~ ..... ·.--······-·w-.-:;::~~x·r;;zi~~;;.;r;~1;~~:;;;;;;;"i~;~;:;;r~;~;;::;irt:;.i;~~g ..... ~. 
~KDri·j·I(:~~~;;;;·································--i\t~l~ipl;;-;~~;tl;g;:~~ith·;~~ior ~;;;~;~g;;;;;·;t" ... ~ .. -.w~ .... ~·--·""'"····~S:ig;~ifi;;~,;t-~-;.~-;;;~i{;);;·'i;;;;;;;······-----.......... ., ........ __ ._,,..._~.-.. ,.,.. 
~i~t~ubiShl························ ............... (i~;k;~f'i~~t~~;~t- .......... __ ... _w __ ... ._. .... w ..... - .. ~A"'"~"'·~--A·~---.· N;n;-zu~~ t;;p~;;;;;~--~---· ................................................. . 
~f~:g~;,-St~~;i~y .............................. f;~-;;li~;i;;~;y·;~;~£;;; .. ;;"~ti~~ .. levcldisc~sio~~u~ .. -··--~---. N;-;~;;;;n;- dial~gtle ~-......... " ............ "'., ....... ., .. .,,.,.,." 

'ii'oyalB;~~-~f·c;~~j:;··· .. ··········i~i~~;·~~i-ti;·r{6(;···········......................... .. ..... '"'"''··· ... ······v····· 'i"i~;~;!~;;;;t with-;;;;:re~{··~;~~i-;;gy ................................... .,. ..... 
~;~j;~f(~~~~~j'""''''''"'''''~-~;~~;~~~-~~---~~;~~;i~~~~~ .. ~~-~---~---
''i3~~;~rt~;;:;.;;-r~it;;;··~'-"'"''''""'''''+~1~71ijpk''~;;;{r;~g;';ith·;;;~1;;~;;;;;-g;;;~;~t'•'WA'','>'V-w.•.•.·•.•.ww·····-~{~;tri;~! ~~~~dk;pn1:;.;~~~-·A-WA ... ~.---~ ... w.-v ............. ",. .... ., .... ._. 

Tins' ___ ,,.._,,.., .. ~._.,,,,..,.,.,.,.,.,~"''"i''CI~~I;j''i{~~;t""'"'M""""'"~NWA>W.VA~~mNNU.W.•.•~.~uu.,~N.VAW,,.,,,,,,•,•,'<•A{{;•;:;:~;;~Vi;;;~s r;;:;;;lu~i~;-~;~;i:;~;~~;~~tv••<vwn-wM~U.W" 

+ Bardays 

+ Credit Suis.se 

+ Deutsche Ban,iz 

1JI-Hl\1AN BROTHEl~ 

+ Goldman Sachs 

~ JPMorgan 

*' LloydsTSH 

+ Santander 
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Ov·ervie\v of Go Pri·vate .A.l.ternati\re Confidential 

Str>lt~£tk; Alf<3r;;ilv,;!< Cnn::;id<'!rt>d m 
• ... •.o.•.;o.'J.0J-".0 .. -?.V.O.,'.O,V~.•.•h•.v,•,•,'•',f'•'o'o0•' ... '•'•'•'•<o'<'o' ... '••'-'•:.:-"~•'•'•'•'•-'•'"'-'«•:0.•:o'o:o.•:•.•:•.•:•.•:•.•,•.-.•.•,•.•,o.V<,O ..... 'J..'<.~J..'"'-'-">'·'·'·'·'·'·'.0,'-"·'-'J..',0..'.0..~•.•,0./'..".A. 0./', 0.'0'0'.'0'0'-"•~\ol'•\<'•',!'0 '0 .... _.,.,• ...... .v.'.Yo";o'o'o'.Y•'•'•'•'•'•'.'•'••._,_._.,y.-,<.-..,• ............................... •,•,·,•,•,..,..~.:>:•:Olo•:•;.:.Y-«-:•lo:•:•:•..-'..".•.•.•..;o.•.•.•.•.'<.•.•.•.•.•.•.•.•,•,•,•p..>.."-""'-'"'-'·'·._'.'·'·'•'-'·'·'·'·'·'·'-'·'· .. '·V•'•' .. -'·'•'·._'-'·'-..... '-"•Wo._'. .. './'• ..... '.'oY-'.'<' .. •'•'•'.'••'-" 

$ AHows tor restructuring ofbusiness out ofpuhUc equity domain 

-¢> Ability to manage compuny with less quarter by tp..talit~r oversight 

-¢> Provides add.itional time to work out of diff1cult as~et t~xposures 

• :Expect Hu~t buyer would not :fund equity purchase by putting incn.m1ental leverage on 

Green 

• Inbound calls have been received fro:rn private equity finns, sovereign wealth funds and 

institutional investors expressing interest in a partial or fuU buyout 
'•••••'••.•••'••.•'•'•.•.•.••:•.•.•.•.•.-...:-.V.•.•.•.o,.•.<.:<..'U'J.:O..'J'..0.',V'I' .... .."A:1'..' .... '-'-'-UJV.0..0..-.........•.•.v, .. ..._.,,,•,•..-.•_.,~ ................. •,•, ... ..-, ..... ,.,._..,.,~,,,,•,·,•,•""""_.-.•,:o'o'o:o·o'o'oo'o,o:0.-o:0'•:0.•:•.•_._._.,,_.,<b,.,o:•.•,.o,o,o .. _,,.,•.•.•.•.•:0.-...•.-.•.o.o.•.o.•.o.o.•A"-!<..•JJ'J-0•0•0.•.•.o,.o,o,o.o.o:.v,.o ...... .A><.U.A.0_. .... ._,_,_,_._~~.u.A,.V..V.'-'•'·0A ... ,',V. ................. ,..._ .. ,_.,,_._,_.,y...,VH.-.... Y ... '•w'oij->" .. ~ .. ,•,Y;o,o'-'•'<)o.oo;._o,o,o,"-.•&.•.•.•.'7".'.'J.•."<.!'<.I'<.•.•.o,.•.V.O 

+ Over $12 billion of equity required fl'om outside investors 

Assumes a 100% mHover of c.mph;yec shares 

$6 bi!Jion of convertible instrtu-nents \Vii!. have W be repurchased 

+ Significant amount of equity for any s.ingle investor; a syndicate would be required 

- Equity required could be reduced with a sale of UviD (stake or whole) 

+ FimmciaHy less viable today since stock price has rebounded off1ows 

+ Uk~.dy one notch downgrade from rating agencie:S 

+ Potential loss of sorn.e liquidity providers who don't feel comJbrtable. with lending to a 

private c;ompany 

+ Traditional regulatory hurdles w·ith O\vnershjp over 9.9~·'0, hut private equity firms are 

exploring structures to address this isstw 

• Compensation system would need to be significantly mod.ifie.d 
AV•.-.v.•,•,•,-. .. -..•,•,•,-..o'o'oo',O:o~-'••.••'••'•~•'•:•.~ ....... :••.•:•'•.N.• .... ~:.~.•.•J.O.T,o::<.•.•.•,.,._._,........,. .... ,.. •.• _._.,._.,_.,,,•,•A.•.o..•.o.•.•..-.J_. ............ _._._ • .._,_.,.,.,., • .A.'V<".......-;............_......,.,.,...,.,.,.........,.........,_._._.,-.-, . ..._:0:•._._.. ... ~.._._.~!-.-.:•<.:-:-!•~:o;:.-.-'.O:-'.•:W:•.•.•.•.•.-!-.•:-;.:•"·'·':O!-;:.-"·"·'·T·•·"·' .•.•:·.••:-~>-""'"';.;._.,._._•,•.•.T,T,T,o . ..Z..•.•.•:•.•.•.•.•.-_.,._..,.;.o,T,o,T_;o,~.•-•.;o-".'-"·'V'•'-" ... '·'·'·'-"·'•'•'-"o'V•'_......._,..,._...,., ... .._.,._.,._.,,.,•,-.•,•0•0•0-_.':o:•-..:•:-'.•~•:O.:•!o:.;.;o,._•JJ.T-'-T-"·-:,_',.,_...._..__.;....,....._ 
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Restructrrring Plar1 

1, Expiore CRE spin-off/ mm1etization 

Preii1ninary estimate is that SpinCo could require ""$[10]13 of(~quity 

2, Redw::e residential mnrtgage expof<ure 

Sell UX. residential. mortgages 

Seek to rednc~e other resid.t~ntiui mortgage expo~m.res 

3, Nc\v employee gnmts 

4. Senior management buys$.[ ]m of secondtuy shares post-armounc.ement 

5. Raise additional capital 

SeU 51-WW:/rP) iJ)tere.st in Equity and Fixed Income Asset M.anagcment busincss~)S .-~t $[5.0]8 valuation 

Confidential 

str~t""gk: .Mtem~ti~~~>~ cr.ms!d~>red ·m 

Evah:mte inclusion of Alternative Asset J'>,fan>lgement and Private Equity businesses, as \Vdl ;1-s minority stake~ 

Sale \)f new common equiva.knts ($[2-4.} biUlo:n)m 

Convertible prefuned or purd'u~se contract ror common 

Bring buyer(S:1 over the waH 

Expi:-'lin SpinCo. re~identhi exposure and employee plan 

6. Eliminate dividend 

7. Reduce bab:.tK:e sheet, downsize c.mporate and some fhmt (l'ffke. 

1. ~;;;;;--~r;;;i;.x<fi).;j;;(l'¢iff{~-;a;;?i/.1i/S! -ofeq~·/#y.Jw!e tl'e.flh:d !.:~ .. ;-,:>.sk?emkd Mv.rtgc<""~·~. cA~H ~~!~d t>tln:~·lox.ses, 

LEHl\1AN BROTHERS 5 
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C~RE Spi11-off Descriptio11 and. Co11siderations Confidential 
~-~-............ ~-------·-- .. 

Sk~h~gl<: Alt!.lmatfv~s COtllSidMe<l 

Green spins off its Commercial Rea! Estate assets to Green shareholders 

H:!O% Equ:t_y; 

Wtl%E-Q\:ity: H3.3B 

LEHJvtr'\N BROTHEitS 

C:·mnJ>>n;.ia!. R~.o! 
Est 3!<> Sc~hsidi~ry 

Sl<!d< 

~tW~ili~¥t~;~~Rl~~~J~W.#!~imK%~: 

!0\l'Yof.:<r>i!W: SH.WH 

6 

~ Green separate,<; th~ operations of its Commerdal Rea! Estate 
business to be spun off into a tH~'YV subsidiary 

~ Gnx~n distributes its (;ntirc intcr~st in tlw subsidiary as a spcdai 
dividend to its: existing shareholders on a pro rata basis 

Om~ share of CRE SpinCo for each share of Green (for 

example) 

+ Following spin-of!~ th:~ Commercia! Real Estate subsidiary is an 
ind~pt~ndt.::,nt, pub!idy traded entity 

+ Spiu-otr: as currently contempl<Hcd, would be wx-f}·ce to Green 
and it1: shareholders 

~ Identification of appropriate asset~ and rnan.agement te.am 

~ Capital structure and kv(~mge of spun entity appropriate to 
<h~i.::on8olidate assets 

Fina:nci~l tcnn:c< need to he "~1t m:::trket.'' with '•s\>bstamiv(:" 
third party participation 

Achievahility of Hnandng in market t(day 

• Timing (likely 3 to 6 months to distribution) 

Cnuld atU10U!lCe intention once comfortable v;:ith fe-asibility 

~ Rating agency revk<.v of pro tbrma Green and. SpinCo 

·$- Pw forma trading of Green an.d SpinO> 

,, 
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Invest111entMan.age111er1t fJivisio11 Ovei"Vievv Confidential 

S~r.ab~~1c A~tf~fn~ltf"~B-~ C!;n&id}_:.ted 

+ Neuberget· Berman (l~quitics Business)- $.120bn in AlJIVI 
-- High fee, high grmvth business '.Vith 30 invt~stment tearns, 107 ponfoHo n1anage:rst and 97 research a.na:!ysts 
···· ,..,·80% uf Equitk~s AU.l\ll in top quinti!e separate accounts or 5 star mutual Hxnds 

+ Lehman Brothers Asset" 1\'lanag(:.m.ent (Fixe-d lueon.le) ·- $112hn in AUM 
~ Institutional oriented fixed income manager with strong client relationships 

+ High Net \Vortb 
- 370 investment representatives fhcused on HN\V v.rt•.alth managcn1ent 

---------------------------------------------*-------------------------------· + Alternative Asset Management- $14bn in AUl\11 
···· $5hn in Fund of Hedge Funds; S9hn in single manager strategies 

+ Private Equity- $26bn in AUi\>1 
Highly diversified busine~s across 7 asset classes 

~ Significant n.ew capital raised across tht.~ platform in last 18 nionths 

+ 1\'Hno.dty Sta.lo;~s 

~ Minority investments in 3 .industry leading hedge funds (I).E, Sha\.V, Ospraie and Spinnaker Capital) 

+ Pre1iminmy valuation for Equities and Fixed Income of$(5.0]bn 
~ Excludes other IrviD businesses, hut evaluating -,.vhether .inclusion would be value enhancing 
~ Equates to "{i5Jx 2009 earnings and -[.2.2]%> of/\UM 

·----------------------------------·······················---------------~ 
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·Prelinii:tlal)' Sun1111ary Ti1neli11e 

Cnm.merdal Real ~',st:l~!l 

Asset cvaludion <1nd ;o;dc(:ti<m 

~inulize indic:;tive caplta1 s!.n.t<:H.;r!l itnd di~;cuss with E&Y and SEC a~.~.Ol.mtants 
"'}fuke g(} / nr!-}W decL>tirm regm·fll11g fnm,wu:thm fiHJ.s.iMliiy 

If dedde to purslH! GR~ sr,tilHtff.: 
Gn>.>n, S&C and E&Y formally r~vi~wtranS><ction with SEC 
Meeting with Rating Ag-;mdcs to discuss proposed transaction 

Cornf(lrt with expected Form 10 fhmncird reporting nnd indicativo capital ~;ttuc.mrc 
Begin >o take· steps necessary !o execute spin .. off 

Anuomtce l)hms to Spitl·!}ff CRE (distrilm.fii}l\ likdy in 3-6 months} 

lnvt~slment Managemetlt I.Hvisinn 1'l 

Prepare n>tlrkctiug ll1atetiu!s 
Conrad potential invcstc;rs and sigr, NDA's 

Investor due dHigenv3 anclmanagernent di:>cwssions i preserttatiwm 
Recelve bid letters and se!e~t potcmizl hwestnr<:. 1<! c<mtinm in pmces$ 
Negol iatc key te.cms and agreements 

Announce Saie or lMI> 

Capital lbise 

Determine, npproprillte ~!rm:tun~= aml draft tenn sl:wc.; 
O:mtaci pnten!:i.a! \nve:>km;c ~md sigu NDNs 
N-~gotia!e teo:m; with investors 

Antwlmc.c ! lr&e<:ute Capital Raise 

Confidential 

Strategic A!t>Hni!t!v;~--Cun;,!ci<:>rM.l m 

T:_._._._._._,'j~"'{;;(;~;;e:ae~·u!td iimh{"?.d o::crim! p-oL""<zs. M~Yf C<>>nim .. •t p{.J.rallt::1 fHl.)C.;'&"-/vr on~ (:It !n'(t·.f:.Htlti(.'S titat lur'X!. high !lke.iHw~~~1 di!U~~~'-J'}!~.?. 'i:.·!-:!.1,~'t_:~;:.,~!:;~~:__;T:_~l:::~~wfl!~~C}_:__. _________ _ 

LEHlvfAN BRC)THER.S 8 
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O·verall Approach. Confidential 

-~--------- G~m(> Plan~ 

+ Solve. tor appropriate bottom-of-the-cycle. returns 

+ Size financial leverage to maintain A rating 

+ Headcount reductions to 1naintain compensation flexibility 

t Targeted business reductions 

+ Corporate rewsizing consistent with nevv business tnix and snm11er Lehman 

-------------------------.-.•.•.•.•.•.•.•.•.•.•.•.•.•.•.•.•.•.•.•.•.•.•.-.. ,. .......... ··-······························"'-------------
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fieadcf)ll11t Evolution 

Corporate 

Mort:gagc 
Capital 

§ 

Investment -~ 
1\fanagement. 

}'lD, 
Eqnitit-s~ 

IBn~ 
Principal 

:U>~020 

Tohd Finn Investment 
Man.agem(mt 

%; Reduction 90%.; 

Fin~ EQ~ 
IBD, Prine 

21% 

Corpon~te 

25·9-·G 

---~-~----······•.·.··--------------·-----------------------

LEriM.AN BROTHERS 10 

l~tl 

l\1ortgage 
Capital 

54% 

Confidential 

cam~ ·;;·i;;;;m 

17~220 

Total Firm 

34% 

-·•••••••••••••••••••••••••••••••••••.•.•••••••••.-.•.•.•.•••.•.•.•.•.•.•w.••w·----

1. lm:.lu(k.:; 1, 2:w fi<-;m mon.g(~f;t~ >'!<<!vicing 
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0 

2009 In.ccn11e State111e11t 

Fixed Incom·..; 

Equities 

Investmemt Management 

ln.v~:::stment Banldng 

Principal 

Tn~usu.ry! Otht~r 

Net Revenue 

Compensation 

Non-Personnel Expenses 

Pn.~tax Incomf.~ 

Net Income 

Preferred Dividend~: 

Net Income to Common 

Returu on Equity 

LEHM-lli BROTHERS 

2007 
A dual 

Revenue 

$6.0 

$6.1 

$2.6 

$ . .., 1 
~ .J;..., ..;.l 

$0.7 

$L5 

$19.3 

9.5 

.3.8 

6.0 

4.2 

0.1 

4,1 

20.8% 

1009 
Pre impact. of 

Divesdture Divestiture 

11 

$6.4 

$5.3 

$2.4 

$J o· ~ k· 

$0.5 

${tO 

$16.6 

(~'! •'\) .• lJ ·"-

($0.3) 

($2.4) 

($2.8) 

Confidential 

Post. 
D.lvest.iture 

$62 

$5.1 

$0.0 

$2.0 

$0.5 

$0.0 

$l3.8 

6.8 

3~0 

4.0 

2.8 

0.7 

2.1 

14.7~}'~ 

--------·-----·.·--····~1 

Gem<; Plan~ 
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1\fet A.sset Evolt1tio11 

Fixed Income 
Real Estate 
Residential !v1-nngages 
Interest Rate Products 
Credit Products 
Con1mcu:l, FX, Muui, Othei 
Totall~'ixi>rllncome 

E{Jttit.ies 
Volatility 
Prime Services 
Liquid MBxkets, Other 
Total :Equities 

Invcstmtntt l\lanagement 

Investment B-anking 

Principal 

Treasury I Other 

Total Hnn 

Net Leverage R:\tio 

LEH1Vfi\N BROI"HEH.S 

Confidential 
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Oilm&Pl:::flll 

Year 
Q2 End 

2008 2009 -
Equity $26 $25 

I. . .ong Term Debt 112 94 

Bank Deposits 44 62 

Payablcs 62 53 

Acct. Gross-up / Non-recourse Financing 20 0 

Short Term Debt and Current Portion 24 l7 

Repos 4f .} 28 

- - .. ~ 

Total $328 $279 

-------------------······--·········--·······--···-..... ., ... ., ... .,.,. ····················-----
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Risl(s 

¢ Reccptivlt)' of market to Spineo and effect ofSpinco lmm on "deann Lehrnan 

• Ability to raise amount of ne-w equity required to elirninate market con.cems 

+ Ability to execute operating plan 

~ Credibility of marks on remaining residential mortgages~ and subsequent ass~~t pe:rformance 

Achieve productivit:v gains (fewer people and less bahnce sheet) 

Reduce non~per.sonnel expenses, especially brokerage and clearance 

+Potential adverse stakeholder reaction 

• Implementatkm ofheadcount reductions 

1vHnhnize dient aHriHon 

···· Maintain employee focus nnd motak 

~ Retain talent 

ConfidHntiai 

Gam<:, P~M' ij 

-··································································----·--·······--~-----·--------------------------------------
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I..~E.HMAN BROTHERS 

IVIElVIORAND Ufvl 

To: The Non<v1anagement Directors of Lehman Brothers Holdings Inc. 
··-"'················································-············----~- ·------------------------

FfWi\1: J orn Russo 
-~--~-·-·····························-······-····-·-·--·····"""""""""""""""""""""' ·-------------······································· 

July 18, 2008 
--------·--················································---------------·----------------~-------------·· 

SvsJECr: Con1munication with Non-Management Directors 
••••••••••••••••w••"""'------------------·••••••••••••••··----.-'••• .. ••••••••••••••••••••••••"•"'"·•-··-··-----

The Firm recendv received the messacre attached as Exhibit A thrm.wJ1 the area of the Firm's ... v ~"'"'"'"'"'"'"'"'"'"'"'"'"'"'"'"'"'"'"'"'"'"'"'"'' "-• . 

public internet site for the subm.ission of concems to the non~m;.magement Directors. The author 
provides recommendations to the Board of Directors regarding managernent of the Firm. 

Vle. are fonvzu·din~ this conummication to vou in accordance ">vith t.he Firr."l;S Procedures for 
4 v 

Communicating \Vith Non·Management Directors. As ynu will remernber, these Procedures 
provide that the nmHm.magernent Directors tnay determine, in their dise,Tetion, the treatr.nent of 
any ~:;ubmitted concern. 

Given the nature of the n1essage, 1 do not plan to take any further action regarding this 
comrmmkatirm, except to take it as advice from a concemed shareholder. l·imvever, please 
advise if the non,·managernent Directors determine that management should take any additiorml 
actkm and caH me at 212~526-04 75 \Vith any questions. 

LBEX-AM 153714 



Sent: Thursdqy, June J 2. 2008l{·23 P/v! 

To the Board; 
l applaud the June i 2 rnanagernent changes, bui 1 \.voukl request/suggest early and f:'equent public 
disdosnn:. of balance-sheet into, 
l arn long a srnall position in LEH, but also, in the mid-90's, 1 did some consulting work for 
Lduna.n. .! respect what you have ad1ieved, and I really hope your finn can survive. But you 
n11..1st really stress disclosure now. Erin played her cards too close. Time .f()r that approach is 
nO\V past Full, open and f;omp!ete dlsclt1Slw:, please, 
You all probably k110\V this. but perhaps there is some '<lalue in me suggest1ng this. 
H f!.,·'iark Langdon 

Waterloo, Ontario, Cimada. 

LBEX-AM 153715 



\Jn<',ll-,'!f(~D ,, ~BS)lif~i$ ... ~.L.H.S .. J'lf\.,.\;.'0. <.,.. t'n 

To: 

FROM: lorn Russo 

DATE: July 1 B. 2008 

SVHJECT: OTS Rating 

Per the attached letter, the Ofl:ice of Thrift Supervision COTS''} has do"vngraded Lehman 
Brothers Holdings. lnc.'s C'Lf:3IU'') Composite mr.ing hom a ''2'' to a ···r and has reduced 
l All!''> r>•ti'1'' fr.-,rq '·Y' to ''r !n the f:-1k,w;n,, CORE componer>t nfipw" Ch·o·:m:z-v!mn! ··' s . ., ... '· .... ~ .l. ·':::"· <.• -~ ....... . ' ... 'o.J.>. •• "' ... -~ ..,, ... , •• ' . ..(.- ... ~ .... -~~~- ' . .:;:~"-··· .: ..•• :~· '· . . .... 

<.::·~·-,,.-. , ... p·,.;. \c .... ;.,,., .. ·l ~:· •.••. • ..•• '1 .. 1,, (Yrs •·· +!, .: .... ,,, •><> 1.-,t·. r .. ·- .. -~. .·n .. ,,J._,,,u,~, .. '.L.•l'-- _, •;.:,.:.:!<lf,:.:..,1:U1t, d.H(, r..l:nll1g:>. ,.t •.. J •. ,::; .o.t:: J)l.J11ull)· r'-b.U;_,, ~!l 1t.il ow cnll1t, 

L.ehm<:J.n BrNhers Bank FSB. and abn. r;::.i.w!aks LBI!L c·xamininu each entitv <snnuallv. UfS' .· .· ..... . .... .... ~-

OTS has a frve-point raJrnerka1 rating scak l(u· savings and loan holding companies. Under the 
systern, holding eompani<:s n?.\.'~)iv~ a n:rting b~lv,.'een ''I'' (the highest) <:md ''5'' (the iowest) i.n th<:~ 
following CORE component areas: Capital, Organizati<.mal Str!Jcture, Risk M<magemcnt, and 
I~· .. "·, i> • (., • ·., .• ·· : .• · -,~.,,; ., ·· ' • ••· -, . .. ,.;.: "sl ,,· · ,..,,., "'.l" .J ""'i" Th·~ · t' ., ·' .. ,'o·<····l .• ~H l :1:1'--;,S. ~-Ompdm>..::; d.t~<U t .... <...<-.1\t:. <1 COlUpOSih .. lddUg )~1.\.'v~<.::Tl . Jl1u ... , v .ta lnt.;.S aS::.l<:J'c~ 

to LHHl are as i:Z)llows: 

0 Capital ''2'' --- indicates that tht:: cons<:)lidated holding company enterprise rnaintains 
suft)cicnt capital to support the volume and ri~;k <.J)aracteristics of its business lln:;::s 
and products. 

"* Organiz;:rtional Structure ''3" .... indicates that there are organi:tadorwJ strw.::nrre 
v.e<lkn,~sses that raise supervisory concern. 

Risk !Vhnagernent ".r ···· indicates moderate defici,·ncies in nsk '!TJ.anagenlcnl andp 
therd{.lre, the.!\~ i:;.; a cause h>r. <'lddili<rna! sur:K~lYisory attention. 

Earnings ''3" ~indicates that the Ci.)nsolidatcd holding company enterprise's financial 
perfonr:.ance t;Xhibits n::odest \Vcakne~;s, 

(' n"''!)n"i :····' '' i , .... ,.·q11· '''l"Ylfl. ;;c;~ t·:.< ;'<'-'" <··"<'YJ""' ~_··J,~o.r'''' ,..,t· '~'lf'Pl"~''"'-n•·v ''nl·1''~'rTl 1. t' on>·' ()'' l''·lnl·;:~ ..... _ .... •.}t ·.· ..•. ~ ... \.-. ,.> ~-.J.o v ~- ,,.}y ... -:.~ ............ )\_.{ .. <(,.,• ..... ~ \.,.- ...... ,, ~ ..... ~ r;,..,. ~ t: ... , .. _.,_,. ...... ~ .... , .>..'\..-~--· '··. -~- '·'· ~- •• ~ -. .... ,... 

of tlk G<)mp()n(:nt an~as, wi1h ;;vt.:aknesse~;: that range from rnoderatc to S<,~verr. 

Prior to recei vim:: the ()TS' letter. the Finn had not vet been Int(>rrned that OTS had assii?.ned 
~..... • >:-' ...... 

lJ3Hl any lJtmlericD.'l nltings tmtk~r tlw rating system. The Finn's e:<pectation had been that 
numerical ratings Yvouid bt assigned at the end of the vear atk:r a full vear of OTS' ne'>'v 

~ 4• v / 

continuous SU)X:rvision prograrn and the condusion of the 2008 errs exmu.ination of LBHL The~ 
Firm '<ViU \.Vork dosely '>vith OTS to det<:~l11lin1..'~ sptxHk 11reas of concern as \Vl:Oll as what might b(~ 
done to address thcjJL The.re ·is no specit1c action required of the Boa.rd by this noti-fication. 

LBEX-AM 153716 



Office of Tbdft Supf'rvision 
_o~p~n-tm<..:nt of th_~:_~_T_r_c~•t~st~U...:<;')_' ----------- -----­
t!;~tlwni<k FiJMtKi>;l c~m:<.TPLtt.~ Fh~. :);,li(<~ iWO. kr~-.:y City, NJ tn3!! 
T;;kphm~.c:. 120H 4 !~'1- WOO • f<t~ !10!) 4 U-1543 

June l7, 2008 

The Bo<.~rd of Dlrecwrs 
Aun: Mr. RkhMd S. Fuld, Jr. 
Chainnun and Chief Exc(:utive Offi<.:~r 
Lehman Brother~ Holding:; ln~. 
745 Scvcmh A Vi:':ntt~ 
New York, N{!W York 100l9 

OTS No.: H-3463 

'fhi~ lcuer i!; l.O udvis~ you th~l\ um;(.~d 01.! the fn>ding:-. of the OTS (.':Q11ttHHOHS supervh>ion 
pmgmm. indutHng qutH'((~rly monitoring or nm(nclal condition and risk nw.nag~rnent .;Jt Lehman 
Brothers Holding:>. h1e. (''LBl if' m the "Corn(xany"). the Company's O:anposite rating has been 
downgrarlt.~d from ''2" w ":1:' Th~ CORE {"Cnpitul. Orga..>1lzmional StrUC(Urc, Risk .M.an01g(~rnent, 
and Etrnings {with an n>;~;t~~snlt'lll of !ktuidity in{,.Juded Ui part of Eumings)" con1pommt ratizags 
h<Jvc al~o been rcvls~:d fwm ··z-2-2<~·· wH.l nn.' now ''2<3-3-3" refle<:ti.ng downgrudes to th~ 
Org~miz.mional Stmctun.!, Ri.;k M(ln<:"<:gemt:nt <md Earnings components. h should be noted that 
::dthough the HquiJily po:-;ition of !.he Con1pany rcm:tlills liOUnd, the poor earnings performance 
nnJJ>t. be pmjX!rly reJ.1c;.:rtd in lh<:tt componcnl.. 

These rating chang~:--; rcl'h..;(;t deterimmion l1(l!Cd ln. the Comp;:my's financlul t::ondition uncl risk 
n:mnagemcnt fl11Kliou v<ihkh h,lvc CMltiml<~J imo the :y.;:ctmd q;t;Wi~r of 2.008. OTS noted high 
k:vds of eonce!Hr<.itii.JlH in l\~siucnti<tl, t.:onm1crdat <1.nd leveraged loun:-o and real cswtc 
inv<:.strnents conu-.lned ink~;:-; llqttid anclllliquid Lcvd 2 .:md Level J nsi;e(S, respectively. The 
!eve! of nun·pcrfonning loans is large, pnnieu!:trly in the United Stut!!s ~nd in Jnpan. Large r~al 
c.-:wte ilwc;-;tmcnts. in the U.S .. Eun.1!)1Z and Asi<1 are s)gnifl~.am ndditions to ilHquid assets whose 
v~~ht~;.; h.:tve shovvn signifkmn d\!teriontlion over the past twtl quancrs and with um.:ertainly u:s to 
future v<llu:UH.m m.ijustrrKmts. Although th.~re has been h~tter pdce dhcovcry during tbe !;econrl 
t.j;.wrwr, ~he values of fh~s~ a::;:.:cts contiriuc to be chan1cterized by an ubove average <tmount of 
~..:n.<:Jlt and market rbk, in {t.mncct iou with these concerns. OTS ha~. noted the failure of the ri:-;k 
manngemcnt ftm~thmto properly nss(:::;s the risks nnJ Ct.)ncentn.Hions in LBHfs structured (.'!'edit 
products, whole bans nnd r~al c~t<JH.~ po~ition;-;. 
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!Vlr- Rkh<~n1 $. Fuh.l 
Lehnwn Brother::; Holdings, tnt:., 
J tme i 7, :wos 
P~tge 2 

Fufthcrmcm::, !h: C~>rnp<~ny's t'inmK~l~!l p~rfornwil<.:~ >)'>~.tr the pa~!. four quarter~ has d~~!!rioruH.'%! 
t:ulminming \'-'hh a sz.g billion ~~)~~}i in the ;,~~;.;ond fhcHl quarter of 2008. L~rge wdtc--<:Jown.'\ rmd 
mher lo;.;~~ were wken, partkubriy in !he fir<;t hnlf of flsc:l12008 and ;.'lddit!ona1 vuluatkm 
<~<.ljustl11(:m~ mKllO$>iC.s mu.y be r>~qtdr~x] in th<> fmtm.~, In addition. there il\ a luck of m'Ore 
h:tvomble earnings visibility over lh<.':! foresj~eab!e futt.trc due to the moribund structured l.:redit 
nwrkt:t, an impon.ant .s<mrcc or e<;rning p~..~rl'onn~1nce in the pU$L 

\Vhile we re:cogni;~e thnt po;;iti ve at.:tlon~ have been tJ.ken regarding ret~ognition of the lower 
vuhwtlmt-> of t:i.•rwin of your <:l.">M:::i da:-:;c~ wtd the su~ngth of m.:my or the Cc;mpnny's products 
and s~rvic~~ in Cnpi!al MHrk<.?-11\; lm··c:-~tmenl Banking und bvc~>tment ~·!J:;n~gem.ent, thi.~ current 
c::.tmhws oerformunt.c and l1lKCrt<lin forw<1rd e~lrning:<\ vi:•ibility hl'Jvc made the down~rnde::; 

~ ~ ....... -....: 

H~.ces,.;<lry ~u lhh time. 

lf you have any qu,c:~tion~,, plc~s~ t:.onHK:t me ~H (20 l) 413· 7329 or f7idd Man~ger Michael Rux~i!J 
a! (W 1) 413--7.530. 

Very tru!y youn;, 
( _ ..... 

Jo:>ieph J. Donohue 
' As.,;ist<:mt Dirt..>t:tor 

LBEX-AM 153718 


