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HEVIRED AGENDA
LEHMAN BROTHERS HOLDINGS INC. ¢“Holdings™)
BOARD OF DIRECTORS MEETING
July 22, 2%8
745 Seventh Avenue

318t Floor ~ Hoard Roam
IDtS pam. - 045 pom

Approval of Minutes of Heldings® Board of Dirsctors Meetings held on Juns 11, 2008,
June 19, 2008, July 13, 2008 and July 14, 2008 {Resolutinn and Mimdes Attached)
{Fuld)

Report of Taby §, 2008 and July 22, 2008 Audit Connittee Mectings, {(Crinkshank)
Report of July 1, 2008 Compensation and Benefits Committee Meeting. {Akers)
Finaneinl Update. {Lowitt)

Presentation on Ligquidity, (Materials Attachedy {(Lowity

Undate on Strategic Initimtives. (MeGee/ Shafiy/ W
Presentation on Resizing the Firm. (MoDade}
Independent Advisor Perspectives. (Gary Parr, Deputy Chairman, Lazrd)}
Legat Update, (Bassa)

Exsoutive Sessinn,

WORKING LUNCH
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LEHMAN BROTHERS

DBATE: fuby 18, 2008

T Menihers of the Board of Directors of Lehman Brothers Heldings Inc,
FRO®M: Madeline 1. Shapiro, Assistant Secretary “‘ﬁb j%- /

RE: JULY 22, 2008 MEETING OF THE BOARD OF DIRECTUORS

3

Enclosed g}iezaz:s: find an Agenda for the July 22, 2008 meeting of the Board of Directors

and gecompanying materials,
The meeting is %chu*}uiri st be held in the Board Room on the 317 fleor, 745 Seventh

Averme {berween 49" and 507 Streets), from E“ ‘3 pov to 245 pan. Lunch will be
served. Please bring the enclosed materials with y

Distribution:

Mir Michael L. Alaslic Rir Chiristopher Gent
M. John ¥ Akers Mr. Jerry AL Grandhofer
M. Roger S. Berling Mr. Boland A, Hernandey
Mr. Thomas . Cratkshank My, Heory Kaufown

35, Marsha Johnson BEvans My, John I Macomber

Mr. Richard S Fald, Jn
Copy

Mo fan ™l Lowig

M, Herbert HL MeDade 1§
S8r. Thomas A, Rugso

Mr. Jeffrey A, Welikson
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ALENDA
LEHMAN BROTHERS HOLDINGS INC. (“Holdings”}
BOARD OF DIRECTORS MEETING
duly 22, 2808
745 Seventh Avenus

3ist Floor —~ Board Room
12015 pa. ~ 2145 pam.

Approval of Minutes of Holdings” Board of Directors Meetings held on Jung 11, 2008,
Tone 19, 2008, July 13, 2008 and Joly {4, 2008, (Resoluton and Minwes Attached)
{Fuld)

Report of July 8, 2008 and July 22, 2008 Awdit Committes Meetings. {Urnikishank)
Report of July 1, 2008 Compensation and Benefits Coramitiee Meeting. {Akers)
Financial Update. {Lowitt)

Presentation on Liguidity. {(Matenals Astached) {Lowitt)

Update on Strategic Inttiatives, (MeGee/ Shali/ Weaiss)

Presentation on dsset Reduction Scenario, (MeDrade)

Independent Advisnr Perspectives. ({yary Pary, Deputy Chairmen, Lazard)

Legal Update. (Russo

i
5
o]

Exeogive Seasion.

WORKING LUNCH
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0772272008 BOARD MEETING

ftem 1
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Heldings
Boord of Divectors
§712218%

RESCLVED, that the Minntes of the mestings of the Board of Divectors held on
June 11, 2008, Jone 18, 2008, July 13, 2008 wnd July 14, 2008 are herehy approved i the
forrn subminted at this meeting, and that a copy of such Minutes be placed in the
appropriale Minute Book of the Corporation.
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LERMAN BROTHERS HOLDINGS INC,

Minates of the Board of Directors
June 11, 20088

A meeting of the Bomd of Divectors of Lebunan Brothers Holdings Inc (the
“Corporation™ or collectively with ite subsidiariez, the *Firmy™) was held telephonically on
June 11, 2008, st 4 poo,

PRESENT ~ BOARD MEMBERS

Mr. Joho F. Akers
Mr. Roger S. Bevling
My, Thomas H. Crutkshank
M. Marsha Joluson Evans
My, Richard 8. Fuld, Ir.

Sir Christopher Gent

My, derry A Grundhofer
ar. Roland AL Hernuades
M. Henry Kaefiman

WM. John I Macombey

ABSENT ~ BUARD MEMBERS

by Michael 1, Abslie

ALSD PRESENT BY INVITATION

M. Joseph M, Gregory
Mr. Thomaes A, Russe

Mr. Fuld end My Oregory discussed woposed changes to the Fiow's senior
management with the Boad of Dhrectors. They deseribed that the propoased changes
werg 1o appoint My Bart MeDade, currently serving as Global Head of Capital Markets/
bguitizs, 85 President and Chief Operating Officer, and o appoind Mr. lan Lowit,
carrenily serving as Co-Chief Adminisirative Officer, as Chief Financial Officer. My
Fuld and Mr., Orvegory discussed the rationgle behind the proposed changes and the
quadifications of My, McDade and Mr, Lowitt, My, Gregory then left the meeting, and
My, Fuld and My, Rosso continued to disenss the proposed changes with the Board of
Dnrectors. Mr. Russo teft the meeting, and the Board dispussed the proposed changes ©
SEI0E MANSgement i private seasion. The Board of Directors was in agroerment with the

proposed changes.
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LEHMAN BROTHERS HOLDINGS ING,
Minules of the Roard of Directors
Juns 19, 2008

A meeting of the Board of Directors of Lebman Brothers Holdings Inc. (the
“Corporation” o collectively with it subaidiaries, the “Firm") was held in the Boasd
Room, 745 Seventh Averrue, at 12:00 pan. on June 19, 2008, pursuant to written notice.

PRESENT ~ BOARD MEMBERS

dodr, Michas! L. Alnglie

My, John ¥ Akers

My, Roger 5. Berlind

Mr. Thomas H. Crotkshank
M3, Marshs Johnson Evans
Wir. Richard 8. Fuld, I1.

Sir Christopher Gent

My, Jerry AL Grundhofer
Mr. Roland A. Hernander (hy relephong)
My, Henry Kaufuan

Mr. John DL Macomber

ALSC PRESENT BY INVITATION

My dan, T Lowir
Mr, Herbert H. MeDade {1

M Jefirey AL Welikson

APPROVAL OF MINUTES

The first order of business was the approval of the Minutes of the Board of
Divectors meetings held on May 7, 2008 and June 6, 2008, Upon moton doly made and
seconded, 1 was unanimously

RESOLVED, that the Minutes of the mestings of the Bowrd of
Directors held on May 7, 2008 and June 6, 2008 are hereby appaoved in
the form submitted ot this meeting, and that a copy of such Mimses be
maced in the appropriate Minute Book of the Corporation.
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REPORT OF THE AUDIT COMMITTEE

Mr. Cratkshank reported thet the Audit Committes held & telephonic meeting on
June 13, 2008 with menagement and represy siatives of Brst & Young 1o review and
diseuss in advance the Corporation’s eamings press relense for the second gquarter of
2008, He reported that the income stetemend Information in the sarnings press velease
was comsisient with the nformation i the ecarings pre-announcersert preas roloase
ssued on June 9, 2008, Mr, Cruikshank siated that the asset raductions in the samings
press release (hoth gross and net) were lurger then anticipaied in the camings pre-
anpnouncement pross releass.  He veporied that fhf"* Committee also reviewed with Mr
Lowitt plang for the second guarter sanings conference call.

Mi. Craikshank steted thet the Conumittee received g report from Ma Beth
Rudetker, Global Head of Corporate Audit, regarding a letter sont 1o senior management
by an employee in the Finascial Control group raising questions regavding the Fimm's
recounting controls and resouree levels, He noted that, at the time the amployee sent 1‘%‘;5“:
igtter, & decision had abeady been m'zsis o climingte the employee’s position as part o
fhe Fim’s May 2008 reduction n force, My Crutkshank reported thas the Camminee hm
directed that all of the guostions raised n the letter be Invesiigated, and that Corporate
Andit is conducting a detailed veviow of the employee’s quastions in partnzrship w;;i& the
Figance division and Brost & Young, He reporied that no materisd issues have been
wientified to date or are expected and that the < cmploves’s area was not considersd a
primary interaal control 7

REPORT QF THY NOMINATING AND CORPORATE GOVERNANCE
COMMITTEE

Mu. Fvans gave a report on the moming's meeting of the Nominating and
Corporate Governance Copuniniee.  She stated that the Commiliee reviewed the carrant
committee structare of the Board of Divectors and that it i3 not recommending io the
Bowd any changes to this stencture. Ms, Evans reporied that representatives from
Ridgeway Panners gitended the mesting and reviewed with the Conunities rnateriais
regarding pownmi divector caundidates, A discussion among the Bewd of Directors

ensued regarding potential divector candidales,

SECOND QUARTER RESULTS OF OPERATIONS

My, Lowin reviewed the Firm's finmcdal resalts for the second quarter of 2008,

As part of sugh review, he discussed, anong other things, market environment, net {0ss,
TEVENUSS, eXpenscs, loss per share, mpa:w} position {including leverage ratios), as well as
the periormunce of the Firmy by business unit and by region, Mr. Lowin cemparsd the
resulis for the qu“"ia; 10 the second guarter of 2007 and to the firt guarer of 200, and
he provided resaits for the months of March, Apnil, and May. Mr. Lowitt described the
components of the second guarter revenues in more detall, including sn anslysis of nst

)
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revenues by business unit and reglon showing the impact of defonsive positions, principal
portiulios, he'%ﬂ“s, and markto-rnarket ad; astments on the run-rate revenues of the
buginess wnits and regions.

Mr. Lowist presented analyses regarding the Firm’s E;qazdz‘ﬁ nowd and cash capital
swplus (noting the increase in the lguidity pool from the end of the second guarter to
datey, tong term capital, average risk appetite usage, and long term capital roll-forward.
Mr. Lowitt then discussed the Finn's balance sheet and capital strength and pressed
information regarding the Fiun's balance sheet and leverage ratins, as well a8 its
exposures 10 morigage and asset-backed securdiies, soquisition ?mm:e and wal esiate
held for sale. He alse provided an anadysis of competiter information and 20 a monthly
financial performmance trend analysis. The Board directed guestions o My, Lowitt and to
senior management regarding the gain on the Flnm's structared note Haldlities, the impact
of rup-rate Tevennes on projections of return on wquity, the Firm’s Leve! 11 assots and
potential changes o these levels, the Firm's plans regarding leverage and « .,«,1"3338‘«113031 of
asxets, and potential ahm&:ﬁ 0 GAAR which would potentisdly rogoire companies o
bring ceviain assets back onto the balance shoet.

UPDATE O RIXK

ey

My, Christopher (FMears, Global Hezad of Risk Mapagement, presented an
Update on Risk to the Boand of Directors, which mncluded g discussion of the impast of
de-lovernging on the hm He discussed the reductions in the gross and net balance sheet
i the second guarter, in sddion © the reductions in the second guarter in the Firm's
exposire ¢ oommercial and residential mwrigages, resl estwte, other asset-backed
securities, and acquisition facilitiss. Mr. ("Meara described that uver the past three
guarters, 1‘}& Firm's average risk appetite usage bas romained uwnchanged, aithough the
averags usauge for the thind goarter to date had declined. He also desenibed that the
Fiom’s average guanely valpe-atrisk deereased from the frst quarter 1o {he second
quarter, and «im cased Parther from the second quarzer to the thind guarter 1o dede,

Mr, O deara presented mformation regarding exposure to high yield scquisition
facilities, including a description of e Fion's largest exposures in this area and &
diseassion of cwrod markel and portfolio conditions.  He presented information
regarding exposare o commercial el estale, including a des “"“ipf'it'3'§‘1 of the Fim’&" S
largest exposures in this ares and a discussion of regionad balance sheet wends, as well 2
current market and portiblo conditions.  Mro O"Meara then {33 wsed the me
exposure tooseouritized products, Mpwzﬁwih noagency residential raotigage exposures.
As part of such di\()u. ssim, he presented information regarding balance sheet assets and
asset trends, non-sgency risk exposures and hedges, az well as cwrent market and
posttiolio i.»(}}iduim}a. He then discussed exposwrs 1o momﬂmes and hedge fonds (as a
counterparty).

The Board directed guestions 1 My, O'Meara and serdor management regarding
the Firm's nisk appetite ueage, st exs lesting, conceniration risk, cumulative write-downs
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in high-yield scquisition facilitles, the amount of commerciad real estase in Level 11
assets, its Archstone exposure, Hs hedging strategy and the possibility of future market
dislecations, event risk, eounterpanty risk, the transfer of assets 1o R3 Capital Partners,

and the Fim's valuation of assets.

LEGAL UPDATE

Mr, Rugso reported 1o the Bosrd on g new purported 1063 class sction lwsait
and 2 demand letier which was received by i;v an. b Ru,,so expiamui that the
demand fetter asks the Board to investigste and decide whether o bring legal action
against the Bowd angd senilor management for toeaches of HSduciary duty and comporate
waste, Mr. Russo asked My Joseph Polizzotto, the Finm's General Counsel: to discuss
the demand letter. My, Polizzotio distributed copies of the demand letter to the Direciors,
and Mr. Fold excused himself from the meeting,

Mr. Polizzatto deseribed the allegations in the demand letter in grestsy detail and
exaplanned that one response would be for the Board 1o delegaie (o 3 subcorpmitive the
tagk of looking inte the allegations and reporting back to the Beoard of Direciors, and to
z.emm outside counsel o assist in the investigation, He described that ander Delaware

aw, spesking hypothetically, If the Board were o conclude that afier Investigating the
fam set forth in the letter, there was no basis 1o charge or discipline management, or 1o
otherwise take legal action against tiself and mang gement, thay that dfﬁmswv wondd be
reviewsd by the Delpware Courts under the business judgrment rule, Ly, & lavsnit would
be allowed 1o proceed ondy i plaintiffs could allege facts indicating fhiat ihfs Board acted
i bad faith or withoo! conducting o ressonable investigation. My Polivzouo suted that
e understood that a seboommitics comprised of Mo erd‘;ﬁf‘er Mr. Akers, and Ms
Evans was belng considered, with Mr, Grandhofer serving as Chairman, He discussed
that the sebeomsnitter shonld interview and retgin ouiside counsel, and he distribored
mographical information of two potential vuraide counsel candidates o the subeommiitee
members, My Polizzosto, Mr, Lowitt, Mr. MeDvade, and Mr. Welikson ware exoused, at
which time My, Fuld retumed to the mesting for the report of the Compensation and
Benetits Committen.

REPORT OF THE COMPENSATION AND BENEFITS COMMITIEE

Mr. Akers goave a report on the Compensation end Benefits Comanitios mizeting
held that morning and o sction tuken by the Committee by unanimous writion consent In

Ilay,

FRIVATE SESSION

3
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Mr. Rosao was exgused, sud the Bowrd et in private

=
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EXECUTIVE SERSHNY

My, Fuld was excused, snd the non-management DHrectors ot in executive
Se55100.

There being no further business to come before the mesting, the mesting was,
upon motion duly made and seconded, adjouned.

Resperifully submitted,

Jeffrey A Welikson
Secretary of the Meeting
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LEHMAN BROTHERS HOLDINGS [N,

Minutes of the Board of Divectors
July 13, 2088

A mesting of ‘hi Board of Dirsctors of Lehman Brothers Holdings Ins (the
‘"(“«7:-@0;’3?%m';’" or collactively with its subsidiaries, the “Flmm™) was held telepbonically on
July 13, 2008, & | pom.

PRESENT ~ BOARD MEMBERS

Mr Joln ¥ Akers

"i}* Roger §. Berlingd

My, Thomas 8. Craikshank
Mr. Richard §. Fuld, Jv

Sir Christopher Gent

My Roland & Hemendez
M ey Kanfiman

My, John D Macomber

ABSENT ~ BOARD MEMBERS

My, Michael L. Adnslie
Ms. Marsha Johnson Bvar
My Jevry AL Grundbodn

ALSO PRESENT BY INVITATION

Mr. Herbeyt B, MceDade 1
Mo Thomss A Russp
Mr. Jeffrey A, Welikson

SIRATEGIC UPBATE

Mr., Fuld p‘;‘oz-‘idad a sirglegic update o the Board of Dircciors. He veferenced

prioy discussions with the Board regarding the potential conversion of the Fimn to 4

financisl holding sompany and stated thar the Firm has concluded that this action does

not appear to be a good option for the Fime, br. Puld reported that the Frm iz working

on obtgining rcauiamm authority 1o expand the scope of 11s Industrial loan company. My,
Fuld also reported that the Fion is working on seliing residentisl morigage sssets.

LBEX-AM 153653



Mr. Fuld stated thar the Fiem believes thet the Securities snd Exchange
Comyntssion {“SEC} and the Federal Reserve will announce that evening an injection of
Hguidity imte Fannie Mae and Freddie Mac, and that the Fimm s hopeful that this action
will fmprove the marker for vesidential movigage assets. Mr. Fuld also reported that the
Pirm is working on an employee commmmication o give employees an update on the
P

Mro Russo discussed the expected actions by the SEC and the Federsl Reserve in
greater detail. He reported that the SEC is expested 1o announce a street sweep to broker-
dealers and hedge funds regarding the spreading of rumors in order to profit from short
positions. He described that the examingtion would be broad-based and would not be
tmited to aotivity n the Flonds stock. He reported thet the SEC may also annoonce an
emergency “hard locate”™ rule, which would elimdnaie naked short selling. My Russo
deseribed thet the Pedersd Reserve was expecied o provide additonel Hygueidity and
possibly aninvestiment to Fannde Mae and Freddie Mac

My Fuld then updated the Board on strategic discussions that have taken place
with a number of {foreign and domestic potential partoers, including 8 meeting planned
for later that day with one of the potential domeatic purtners. My, Fuld also discussed the
poasibility of repurchasing shaves of the Fimy's Convertible Prefemed Stock and the
Firm®s Common Stock.  He deseribed that the awhorization to repurchase shares of
Common Steck would be in addition to the spproximately 84 million shares of Comunon
Sweck which remain svailable for repurchase ander the 100 million share authorization
approved by the Board of Directors in January 2008, A discussion enzuved, and the Board
directed questions o menagement regarding the proposed buybeck authorizations.
Management stated that &t hed no cwrend intention of using the proposed buvback
authorizations,  Alier discussion, upon motion duly made and seconded, the following
resoiitions were unanimously approved

WHIEREAS, on January 2%, 2004 the Board of Directoas
approved a Commeon Stock repurchase plan under which the Corporation
was authorized o mpurchase, subjzet i markst conditions, up o 100
milllon shares of s Common Stock for the management of the
Corporation’s eguity capital, now, therefore, be 1t

RESOLYED, that the Board of Directors hereby anthorizes the
repurchase by the Corporstion, snbiect o market conditions, of up to 100
million additional shares of the Corporation’s Common Stock as proper
afficers of the Corporation deem necessary or advisable; and be i further

RESOLYED, that the Boumd of Dirsvtors hereby authorizes the
repchase by the Corporation, subiect to market conditisms, of shayes of
the Corporation’s 7.25% Non-Cumulative Perpetual Convertible Preferrad
Stock, Renss P, and 8.75% Non-Cumulative Mandatory Convertible
Preferred Srock, Series 3, with an aggresete repurchase price of up w0 SLU
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billion ax proper officers of the Corpuration desin necessary or sdvisable;
and be it fuxther

RESQLVED, that the proper officers of the Carporation be, and
each of them hereby is, authorized end direcied, for and in the name and
an behall of the Corporaion, o take any and all steps and do any and all
things which they may deem necessary or advisable in order o effechite
the purreses of the fregoing resolitions; and be 8 further

The Board duected questions fo management Eé&zd ng marker conditions,
including the value of residential mortgage positions; business prospects, including with
existing clients and counterparties; the Fum's recent discns sic:m with the SEC and the

i«.n.

Fodersd Reserve; and the expecizd annowncernents by the SEC and the Federal Reserve.
Mr. Russo ra;«:;z‘tad that the SEC had issued a press relesse regarding the

spreading of ruraors in onder to profit from short positions, and he deseribed the content
of the press release to the Board of Directors.

There being no futher business to come before the mesting, the meeling was,
upon motion duly made and seconded, adioumed.

RBespetfolly submitted,

Seffrey AL Wedikson
Seoretery of the Meeting

fex
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LEHMAN BROTHERS S8OLDINGY ING,
HMinutes of the Board of Direciors

July 14, 2008

A meeting of the Board of Directors of Lehman Brothers Holdings Inc. {the
i: orporation” o eollectively with 3 subsidiaries, the “Firm™y was helid telephondcally at
4 paa. on July 14, 2008, pursuant to written notice,

PRESENT - BOARD MEMBERS

bir, Michael 1. Adnslie

WMy, dobn F. Akers

Mr. Roger 5. Berlind

Mr. Thomas H Cruiksherk
Ma, Marsha Johnson Evans
Mr. Bichard S Fuld, Ir

Sir Christopher Gent

Mr. Jerry AL Grundbofer
Mr. Boland A Hemendex
bir. Henry Banfmon

My, John D Macomber

ALSO PRESENT BY INVITATION

Mr. Jan T, Lowitt
My, Heabert B MeDade I
Mr. Thomas A. Rasso

Mr, Jeffrey A Welikson

STRATEGIC UPDATE

M, Fuld p?f}&’im,i g strategic update to the Board of Direvtors. He veported that
the actions taken by the Federal Reserve and Secwrities Exchange Coramission ("8ECT
had not improved the overall market tone, Mr. Fuld stated that the Finy's stock traded
weldl for most of the day, but traded very ba,:if v during the last few minuies of trading

Mr, Fuld deacribed the “Dear Colloague” letter which had been sent to the Fim's
snployees tha wmorning. He noted that g copy of the letter was ¢ircelated fo the Board
members that morning, and thay a copy of the letter also was sent o the SEC, the Federal
Beserve, and the Troamwy Depsriment.  br. Told disoussed the Firm's continued
conversations with the Federal Reserve and the SEC. He reporied the the Firm iz sull
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LEHMAN BROTHERS

TLHRE FULD IR,
IBTAIEMAR AN
CHIF RIBOCTIVE QRHCER

Jaly 1K, 2008

Dear Directors:
Enclosed are the maderials for the Lehman Brothers Board meeting on Toesday, July 22,

faxs Lowit, our Chief Financial Gfficer, will dizcuss the sstimated financigl results for the month of
June 2003 and update us on the Finm’s Hauidity, Following that, Skip MoGee, our giobal bead of
Investment Banking, Mark Shatir, our global co-head of Mergers and Acquisitions, and Jeff Weiss,
our global head of the Fumanclal Insiitations Group, will deliver ¢ presentation on stralegic
initiatives. In addition, Bart MceDade, our President and COQ, will give g presentation on a Finm
dovnsizing scenario, Finally, Gary Parr, Deputy Chairman of Lazard, will lead an independer
advisry discussion.

Linok forward to seeing you on Tuesday,

REFw

RiosuNes

N

LEFREAN URACTIORS POLISMNGE NG,
F4% SVENTE AVERNUE WER YORK NEW TORK 10009 TEL 212 528200
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Components of June ‘08 Results

$ mitlions June ‘08 June ‘08 ¥Y 2567
Hun Gross MNet Tatal Monthly
Rate Principal Wreitedoan  Writedown Firm _Aveyage
FID 197 {940) {410 387 301
iBQ 324 328 - S08
BD 438 (7% 23 481 298
UMD 264 264 238
ip1 0 203) (208) 143
Debt Valoation b 172 172 104
- Corporate {3@?}{2) {39%) 19
- Banking Offset (1923 37 {12} {204} {98)
PIM Offset £169) (109) (106
Jane ‘08 1,150 (203) BT {227) 721 1,605
Burape 63 {41 {483 {36} (14) 456
Asia 157 {24 133 243

 tnelude fees and offeet on Lehman capital raise n BO (058%mmy , BD (45177, Corporate (-5177mm), and IBD
Offses (-$8%mum). Adjusted divicional revenues exluding the fees and offvet would bo: EQ (+$241 ), IBD
{+5304mun), Corporate (F220mmy and IBD Offset ($115ma)

) Include -$177mm of internal fees on Lehman capital ralse and -§260mm on CVA
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June 2008 Financial Results

Mounthly Peeformansy

Year to Date Ferformance

§ mifffons, sxespt prr Fhove dais ding May Axg Blaath .
286X 2008 Wi 2068 %A I088 2487 %4
fegnrent Revenney
Gieestment Banking 228 379 £4{0 Y i1 24 {223%% HRIE: 2,473 {18¥%
Capital Markeis 235 12 Rhas {119y BUTH {470 8,424 (FOR%
Ivestment Manusganent 268 303 {149%% 308 {15)%% ERIvIS 1,744 {99
Toiat Bevenues 73 594 2%, $81 0% 3,560 13,837 (I8
Bxpenses
Personned 20 §,249 {41¥% pitad P 4,886 1.1 8&¢ {21Y%
o Persomgd 344 434 {206 355 (4% 2,437 2,088 1%
Pre Tax ncome {330} {1,0584) 48% {580y 41 %% 3.77%64) 4,268 i
e T {102} {459 &% {1933 3% {17240) £330 'y
Net Smoneme {238) {856) 5744 {387 9% {2323 1,486 nia
Preferved Dividends 50 42 3% 21 Vi 173 39 wm
Met Income fo Common {288} {598) B3% {4083 29%% {2,997} 1839 nirs
 Additions) Data ™
{ Baning poy Common Shore {atde (LU 35% {560.73) 4{1%% {3470 $4.2% #im
| BPS Share Count 634,73 625 18% 5565 18% 56632 3730 {1
Revurt pa Compon Haulty o wis wit nien nim #hnt N sl
Pre Tox Mg win 510 tn s abht R 34.0%5 bR
Corapensstive { Hovenue i wim i Bien nim shm 42.3% W
Bffective Tax Rate 300% 47.3% F7.30p 13.3% A2pp A% 12.5% S bap /"
., S
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June ‘08 Run Rate and Quarterly Revenue Composition

0308 @

O3 08 G

$ millions June 208 June Ron Rate 5§ billions Q2 68 June ‘08 June RR
Run Rate Revenues §1,150 $3.458 Run Rate Revenues 4.2 512 $3.3
Compeusation and Bengfits 7240 2,108 Chrogs Wiitediwn (4.5 (100 3.0)
Mon-Personne! Expenses 44 1,020 Hedge Cain ¢ (Loss) 0.0 0.6 1B
Total Expenses 1,060 3,180 Debt Valuation 0.4 0.2 0.4
et Writadowy 3.7 i, 0.

Pre TaxIncome Y 27 Net Writedowm &9 2 07
Tanea 47 50 Prineipal/ Defensive {13 (3.2} (0.6
Run Rate Net Incoms 63 180 Total Firm 507 G £2.1
Praferred Dividends 0 150
BR Net Inconw o Common 512 340

Pretax Margin &% e
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Revenue Volatility and Risk Update

# of days 21 wnding days du haned

% # of net trading loss days i Jone: 6 owt of 21 trading days

e S - : e Largest losy days $205) million on 6/ - losses in Iterest
Rate Products driven by the biggest one day seli-off in 12
e g vears as short-tonm rates across the US, GBP end Eure
corves ingreased dramaticaily

4 # of days net irading loss exceeded historical stnmulation
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Liquidity,

Sheet, and Capital
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Client Franchise

% millions)

FINED INCOME

Globyal Rutes
FPoraps Fadiange
Crodit Poodinegs
Seauitized Produds
Prin e Sexvices
Boitrgy Trading
Mt/ Read Batate/ Other
TOTALFID
BQUITIES
Exscorion Seovioes
Converibles
Yoltily

Pume Bervices

Bepibey Sosporate

TOTALEQUITIES

Private Asset Managenment
AM Fruities

A3 Fized lncome
Alternatives

Eriyate Bquity Total

Foi Agsets Hhuler

122
57

213
107
48
%

35

154

37 35 26 16
57 &6 92 169
84 122 105 51
) (2 73 {18

G20

188

197 195

B
627141
374711

111828
Q4T

Wit
Lhapge

{3122
Eadas2

4 .
S35
-{2,}# ¥ l.f}

(3
(S
{

Equity Cruant

Eguity LIS

Multi-Shrategy

Cixed heome

2

b
N O D
S

PO & ¢ SR W . N

]

G2
777
28.0
111
337

Totat HF

SNon-HF
$ PR

SRS
N

Cakg o)

i

e

AR
¥ 515.5

3.8
~3.2

Trstal Mon-HF

AT
it

2.8

Total Net Balances

148.4

~16.3

Sl
17

pogd
|
1
§
i
5
S
i
;

54,642
1260021

S %

59880 ¥

AUM in Jone incressed by 38 bifling 1 3286 billien

with $16 bitlion i net Inflows partial

bifhinn in market depreciation.

ly offset by §8

Inorsnee ininflows was driven by g %32 hillion

mandste from the Govermment of Baxony o Howidate
its fixed incorme portfolio over thiue,

This wss partially offset by 34 billicn of outfiews
aoroag the Liguidity Fand platform, s well ag 52
bithion v other Fixed Income Bustitutional products,
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Executive Summary — BPM View

¢ Monthly nef revenues of 5721 million.
# Fixed Income Bivision recorded revenues of 3387 million, significantly bigher than average month “08:
—  Wery strong revenues out of High Grade Credit (2%¢ highest month in ‘08) on the back of spread widening
~  Strong performance in Commodities on higher natural gas and power trading
Chient revenues tratled gverage month "08 by 8% but were up 4% versus May led by increass in Conunoditivs
Equities Bivision rovenues of 5329 million fell below weerage month *08:
Revenue loss in Volatiily; lower activity in Execution Services and in Prime Services due to the seasonality of the Struclared
Arbilrage business
Banking Division reported revenues of 5481 million, above average month *08:
- The month’s results included 3177 million of internal fees vu the $6 billion capital raise

%

- Recorded gaing from sales of loans above previously marked levels
¥ Investment Mavagement Division revennes of $264 million surpassed average month “08 but were down 12% versus May:
~  Asset Masagement and Private Equity monegement fees were in Boe with average month and the prior month
~  Private Investment Management revenngs declined meinly due fo Iower activity glven cucrent market conditions
¥ Principal lnvestinents reported negative revennes of $(203) mithions
— Losses in Global Trading Suategies (GTR) ware led by Distressed Debt Trading and other trading strategies
— Lasses on our investments in Blge Bay, GLG, Gulfimark and Private Bguily fands as the global equity markets declined
~  Revenpes from minority investments in hedge fund managers were lower in Jane
» Inchuded in the month’s resulis was a gain of $172 millon on owr structured note Habilites, and a loss of $(260) million related to
oredit valuation adiusiments.
¢ Non-tLA, regions reporied revenyes of 3118 million, 26% lower than gverage month *08:
~- Fwrope: conlinped negative revenues i Interest Rate Products and Volanlity, as well as nvestiments on Blue Bay and GLG
Asia: recovery in Eguities led by profizalde trading strategies In Non Japan markets, partially offset by losses in GTH
¢ Personnel expenzes for the month were at $720 million, Nes-personnel expenses werg 5340 million.
& Net loss of ${238) million and Diluted Loss per share of $(0.44) for June.

LEHRMAN BROTHERS 7
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June 2008 BPM Financial Results

Monthiy Performance

Yeayts Bate Performance

S itlions, excepi per shove daig June sy Avg, Bhanth
2088 2008 Y & 2068 Se & 2008 et Yoy
Divisiena! Reventes
Fiwd Invomes 287 (3043 néim {196) i Exa0 5,325 (1143%
Eguities 329 383 {14)9% 433 (23945 2,827 3828 {227%
Banhing 381 25 afm {13 e LS 2647 £855%%
frveestinent M anagement 264 208 {123% $07 nm a7 1,663 {359
Prinvipat lnvesiments £203) {71y v {35} i o) 1034 nf
Banking & FOM Elmination {313y {3123 nim {803 tifm {786} {1,754 55%
Crodit Valustion Adjustmont {280 0 aim 148 v 395 7 tim
et Vaheat ion 172 253 31)% {7 (4% 1,231 (63 R
Other Carporsie {137y {83y {71Y% {44} i {423 {2 ndi
Total Revenues 72t 491 2% 451 50% 3,560 12,537 {723%
~,
Regiensl Revenues )
Amerivas (Bxcloding CVA and Deltt Valuation) 654 {360} wm {3} ity 579 7,503 01%%
Furope (143 7y (ILT3% 44 63% (3573 3,384 (107)%
Asta 133 {333 iy 203 {(3dy% 1,319 1,948 £15¥% /
-
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Monthly Financial Performance Trend

y

& ifltons, sxcepy por sfire dans s Augman Septembor Ontobse. Novemder Dessmbee Jamory Febyayy  Mweh April May Jegre
2007 200 20487 ROET 2087 2007 FO0E 2008 BON% 254 008 0GE
Segment Revenunx
fnvestmen? Banking 373 334 g 1:1 316 347 284 264 65 253 2% k3] 22
Tapited Markets §.323 25% 134 Biy },4%4% 282 Hit 5% 545 {581y {4,738 {81y 23
frvastmant Mansgermend 2T 314 2% I8 295 530 293 338 358 274 271 43 155
Total Ryveguss 1,878 1561 Gt i343 2458 948 1,481 2313 1,25% {743 {3,185} b33 K8
Fapenses
Persomes 475 8ig 338 HEL $,034 ART P34 RS 81 55% 548 1288 T2
Mop Preananed 31 1% 344 e 381 324 348 145 33% 33z 334 428 45
Pre fhy fncome &%4 824 {9 59 T 157 435 4] X7 {954} {2,063 {1,8543 {348}
fagoms Taxes 22X 157 {593 105 20 2% 135 1%} 5% fegtiy] {5583 {459} {1623
Revistome 469 357 8% 284 itk 2% 364 % 148 {2083 (3338 {8585} {2383
Profucred Dividends § & # & & & 5 & 1 8 3% 42 5¢

4 :
Met fncame to Common 434 36l 45 248 458 133 245 3 174 726y (1,848 {398y 2883

i tfonal PBuis

Faenings e Dron e Shure $¢.8% 3044 $u.08 044 $6.8% 30 $5.3¢ {81313 {2278 £51.08) {3¢.443
EPS Saen Count A SET Y 3654 ALY SR 574,14 SR 344.8 5895 3638 G543
Bt on Cotimon Bouity 27.4% 210% G 14.3% 25.4% 18356 $6% s ném nin shn
Pee Tax Margs 34 9% 3% -E3% 26.%% 34.46% 25.3% PR wd Bin win wém
Comprasstion § Revepus 45.3% £43% 45 3% 4£4.3% 4235 48.3% 5T6% #im i nim nim
ifective Tk Rate 320% 3¢.0% sl 25.4% 23.4% EARE S 21.9% 3% 29 0% $F.3% A0.5%
Bivisional Revennes
Fixed income $38 484 {§6%) & 41 733} 952 14% {320} {964y {43483 {Ro4y 187
Eepdting 343 533 439 529 734 197 545 583 is 143 438 383 388
Hanking 471 {113 {818} 2¥4 B85 260 268 {1543 3% {41y P88 3% 481
Vrvestaent Munspgavnt 236 2285 02 218 254 4% t5a 17 {42 {145 253 248 264
Principsl Yavestaems e {343 {¥23} {7 248 412 {37 {2843 473 {285 E] {71y {2843}
rhing & PIS B (3693 1% 5 OFN B¥Hn fen {367y % {09} 1 L IR (353
Credit Venation Adjusment (533 & . {15853 32% (160 133} 383 395 {434} 701 (264
Debt Yaivstion 43 538 280 254 P 33 {78y 6% 428 #58 {367} 2L 72
Cither Carpornte [k 3} @% 54 2 Y {3478 38 16} {33 kzd {2973 503 {139
Foust Revenues 1978 1661 ($34 $343 2.89% 243 £,44% 1353 1,356 4y (LIS 591 k]

Regional Bevenues

Sunericas {Facludiog U4 and Debt Veluating} 102 336 EME s 53 1,144 {887y faps {24y {847 {§ 028} 373 £300} 590
Baxape §6¢ 353 243 5% 4% K S 333 £33 12 (3 {383} {7 {314}
Agis 154 315 46 287 463 267 2542 316 578 &n 37 {853 133

i,‘&
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Quarterly and Annual Financial Performance

Trend

5 o6y 2088 Byl Yaur
K grdtiigns, exsept pie shove sy S1O6 QRNE QN6 Qews  OPW GEer W ew Qi Opas W0 200Y
Roguient Kevénnes
Tsvesanens. Buwking R3S 41 G 854 450 Iy 1,87% ¥31 &2 ExE KRTay 3303
Crpitssd Mprkets 303& 3078 2,847 3433 3,598 ERAL 2,435 P ] 1AT2 {3,574} 13006 12257
fuvestmen Mansgemont M2 92 433 A3Y HRS Fa& 382 i 948 48 2437 X0
Toizl Kevenugs 4,463 4413 ENEZ 4,533 5547 %512 3308 4398 3,557 (833) 13,583 319%25Y
Segmisut Bevenves
Forsnonnnt PR 2485 2,335 2,488 uT3% 2324 2,164 2,333 3,568 9,494
Mesgs Pesmaned i 73% 853 Sul K25 975 235 5,054 R 2,056
e Bk Bsennse 1888 3485 1489 3,695 18 3,208 33 {4,687} ER G #3483
Torome Vaxey $13% 485 451 A8 $52 535 318 344 124 {13453 } 4% 1,328
Mt Ingame Hefase Ascsunting Change §,538 3003 215 1,004 Eo148 3,273 S8% 236 458 {2,778 3,968 4,392
Cuwnadative Effest of aoenmtiog Change EXs - - B - . B . - - 437 -
Mot fncume afier Aseosnting Change T ARS 1,002 $18 1.4 3,34% 1373 487 855 389 {2,774 4887 4,382
Profersed Dividauds 14 P& & 4 7 54 1% 1% 24 5% 65 &3
Wt Iactwme fa Lamsnus 1,069 uss £99 9R§ 1,130 1188 X L7 65 L5738 3,541 4,845
/7 Additiennt Bata ™
f o Ewaings per Comuos Zave $1.43 E 2R §1.97 3132 %3.96 S22t 31.5% £3.53 385 {85135 S6.81 L2 4
BRS Mave Ot RR42 $7%.3 AR 3354 FRER 3658 Y GIE 1393 $78.4 5633
s on Lommon Lguity 8% 5 22.3% 2383 EE Y Y L8A% 2.8% nim A% 208Y%
PraTax Masgn 348% k3 5 S R 373 33.9% 3.4% 25.4% 2R6% FERSS wim 3389 M2%
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\:-Siﬁ’rc.*iw T Ra¥e 33 8% 33.0% 315% 32.5% AN 284% 223 26.3% 321%% 32.2%% A%
2355 1497 2481 el 1,184 2,297 L ¥4 373 i 2,138 3,029 G013
S IFguy £,193 934 fan 3,497 1378 1,43¥ 1340 §,914 §GE3 4,031 (R
Stasskinsg (3 748 33 R iz 253 1314 47 1,182 §42 {1985 3,338 1,381
Bveseavent dManspng Rk ] 383 509 #33 3% 34k 654 (1313 32 3k 2,353 2838
Frinctpal fuvestmens 143 38 (31 k3 $42 44k {8 £33 158 {354} $8% 1,712
Banking & PEM Riimiaaton TSI I B € S 3 {6843 (kats §285) {116} 02853 S1a4s {23138 (XASH
Credit Vahetion Adiusteient (3] 287 1313 413 Z$ {473 23 233 5231 645 983 k381
Ve Vdsiion - . - - - {493 /3% 452 637y 443 . 138
SHber Dospunuy B2 Mo 256 28 §i $62} iRy {19 13 105y 0N 3
Totnl Bevenses 3,351 4,431 #1783 4,533 S84¢ 5,542 4308 33 3867 {668} 17,583 13,247
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Competitor Information

e S M5 MER @ BAL Jad
Finaneial Staristics

Price to Bogk ¥ i 1.9 P33 12 .0 3.9 {8
Price to Eamiags 1 s HEREY &5x fsne afey V1o i6ix
Pividend Yighi* L% 0.8% 24% 4.3% {63% 8.5% 4454
Hoak Vahee pee Shaee® $34.2% .45 NELER $1 24094 L2004 53118 302
Market Capr {billlons} $iz 878 343 %3t RSEEN $122 3137
Share Price Pevfrmance
0% Calendir Yearto Duc ! <F1% «18%% 2% ~43% «34%%5 3% 8%
Crlensdar Yone 2007 ~3% & ~21% 4% BT “23% S19
Calendar Yone 2006 2% 568 4% 3% 15% 16% 22%
Returm on Egulty * nim W% 12% née afm P 8%
Tog Seur Bobt Sprecds (Basis Poiiis}
Spemad vs 3 Mouth Liber (G748 273 ¥ou 264 364 22 178 £80
Boread va, § Mol Libor (5/3508) i) 16 215 253 174 13% 13%
Broead va. D Voreh Liwe (225/08) 49 143 £83 R 18 27 147
Spread v 10 Yeu UST (830708 348 205 330 6% YA 43 245
Spread v, 1Y Year UST {3008} 323 22} 5 3G 232 7 185
Soeond s HE Yaur UST {20408} 380 20 245 250 240 P 20
Lung Terw Dobs Ureddit Ratingy
Standard & Powss A A At A Al Ad AA-
Muody's A2 Anl Aal A2 : Aad And Al
Fitch Fih g AA~ AA- A% HAa & A&~
Nores

i Shareprios as of Joly {8, 3008

2 Baokvaluey am per ZQ‘CE press telesse, Pookvalue pershare I refiectad on e pro-forea bagis for MER o Include the cenvension of the mandatoey convenibls Bsusnses,
Helding adpsinenty, bookvalee per stve was 2143

3 Baged on Rl pear 2008 Fist Gall estiomtez, updated on July 18,2008

4- Dividend Yield por Blosmberg vy ¢f fuly 18, 2008

5 BOE valsoyary per 2008 prass relegses
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Lonfident
Overview

¢ Firm has significantly strengthened s liquidity position during 2008 Q2
- Holdipgs® liquidity pool tncreased from $34 billion to 345 billien
~ Holdings® cash capital surplus increased from 87 billion to 315 billion
~  Average tenor of non-Government, non-Agency repo book increased from 22 days to 35 days

Assets funded in Lehman bank entities grew by 32 billion

& Funding environment in 2008 Q3 has been challenging so far but Hquidity position has remained stable
- Industry-wide concerns about funding less Hauid asset classes (asset backed secuzmes, high vield corporates)
- Industry-wide lack of demand for term repos and term CP
~ Holdings" liquidity pool, net of commercial paper cutstanding, has remained stable sround $36 billion
« E.g., $45 hillion of Holdings" lquidity pool minus $8 billion of CP outstanding at quarter end=$37 billion

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

% We have been working with the Federal Reserve and the 5. E.C. on developing a very severe shori-term stress scenano

-~ Severe disruption of repo funding ~ far gregtor than anything that the Finm has ever experienced

~ Cash outflows due to rating downgrades and debt maturities and buybacks

H

Inability to access additional sources of funding

~ Liquidity pool remains above 310 billion alter one month assuming no assel sales or reduction in client funding

LEHMAN BROTHERS !
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Contidential

Holdings™ Liquidity

Record liguidity pool and cash capital surplus

¢ Since the thivd guarter of 2007 when the funding environment became more challenging, we have grown our Hquidity
pool by $19 billion and ouwr cash capital surplas by $12 hillion

~  We closed the secomd quarter of 2008 with a record Hguidity pool of 543 billion

— Cash capital surplus also at record level of $15 billion at the end of the second guarter

3= | 5. E % e P z: T g o

2 2 Z g £ g g ) g 2

st st & &2 I = i & a =
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Conlidential
% >cured Funding

i

@ Despite the challenging market conditions prevailing in 2008 2, we increased our overfunding from around $10-20
billion to $15-30 billion — more then half in non-Central Bank eligible collateral

4 We also increased the average tenor of the repo book from 22 days to 35 days (38 days for collateral that cannot be
pledged to the Federal Reserve or the ECB)

4 We graw term repo by 30% guarter-over-guarter to 58% of the non-traditional repo book

, QoG Q04
TriParty Repo Book e Q108 0208 Change  Change
S g e T I e i,
Average tenor {days) 27 22 35 13 8
Central bank eligible ~ - 30 - -
Non Ceniral bank eligible - - 38 - -
% Ovemight 52% 56% 42% -14% ~10%
G5 <= | week 13% 18% 12% 6% -1%%
%% > 1 week 35% 25% 46% 21% 11%
% > 1 month 24% 0% 29%% 9% S

i Newstead imed vepo baak exoludes Gavernmergs, Trodsur&s, Soveraonent' 85 Agenctes

LEHMAN BROTHERS 4
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Confidential

Liquidity Risk Of Secured Funding

Liguidity risk of our secured funding is well contained

Bitliens
§268
B60
5126
AB§
Y48
S}
Tei-Pavty Repe  Gowrnmsnl ! Tri-Pariy Repo Central Bank fvestarent LEH Bank Less Liguid Axaiisble to
Apprey X Govermment Biigitde Grade Funfing Asuet Funding Broker { Dealer
{ Ageney Securities /
Nhijor dex
Tenities
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Lehman Brothers Bank Entities

Rapid asset growth at bank entities strengthens our liquidity position

Lelunan Brothers Bank/Lebman Brothers Commercial Bank Lelman Brothers Bankhaus
% Raises FDIC-insured deposits ¢ Raises GDPF-inswed depos
% Can pledge mortgage whole loans o the Federal Home Loan Bank ¢ Can participste in ECB tender facilities

& (Can secess the Fed discount window

$8n

1603 2084 2045 2006 2807 3108 Qres June '8

LEHMAN BROTHERS 6
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Confidential

Core Liquidity Pool

Core Hguidity (i.e., Hquidity minus outstanding CP) has remained stable over the period

‘;4 )? ‘;{}"»;

8430 445 &3¢ &iEX 6434 gl b

8 Core Liguidity Paol 8 LP Gatsanding

LEHMAN BROTHERS 7
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Cash Capital

Confidential

Cash capital surplus has remained stable in the $14-16 billion range

LRI /43 /20

6/30
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Contidential

« © »
Liquidity %ﬁ* ess Scenario Assumptions
s of Scﬂrumd Puding Loss of Umseoured Funding g
¢ Repos %Rolled ¥ Lost ¢ Linsecursd debt
Governiments & Agercies 1% W — OPand LOs: 0% roll at waturity
Crporates Buvhacks: $1 billion in Wf:-ck 1, 51.5bn in weeks ZEJ%
High Grade o 0% ~  Peposits at US banking affilinies: 8 9‘0%. roll ay maturity
Pigh Yield (9% 10004 »  In practice, no drpact on Bguidity {operate with
significant excess liquidity)
Asset Backs? Private Labels - Ability t draw on commitied facilities
High Grade 4335 0%
High Yishd 0% 100% & Loan fanding
. - Per funding schedule for leveraged loans
Commarcial Paper Repe 0% 0% ~  $3.0 hillion por month for unfunded revelvers
Sl 3% 5% -~ Dierivatives
—  Cash collateralization on derivetive paysebles por CSA
BMG sesuritio 0% 10019, vequested on day 1 (paid on day 2 per indusiry practics)
- Margin dizputes against us paid on day 3 and 4
Bipuities f Comvatibles - 2 netch downgrade during second week
Ei e 3% o Note: The vast majority of the eredit rating downgrade-
E% {CL {2‘.‘/? H}{)?‘é; related posting requirements come from devivative
F37C2 0% 100% transactions with stroctured vehicles, which have 3 30 day
% Munis TOB -7 day put exercised on day | cure period, which gives us the vight o assign or
- Customer collatoral rotuwrned Aiquidated over 1 week restracture the ranssctions, thereby avoiding the posting
—  Funm collateral liguidated of additional collateral
& Prime broker ¢ Other
~  Free oredit balances withdrawn on day | ~  §0.5 billien every other wrek to cover operationsl cash
¢ Dealer-based matched book expenses (PR and NPE)
- Umwound to release hairont (1.0 tw) ~  Sale of assets at pledge value with ap additionat $%
% Ceniral banks writedown

- Mo PDOE
~  Able to use ECB tender facility through Bankhaus, consistent
with normal practice

LEHMAMN BROTHERS 10
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Contidential
Stress Scenario Assumptions Vs, Week Of March 17

%% Last i
R . Experenved Stress Seomrio
@ The assumptions that we are ysing in During Week of  Shown In Today's

our Hiquidity stress scenarios are far 317 Presentaiion
more severe than what we Secarcd Funding

experienced during the week of
March 17

Goverpments & Agencies % (%

Carporates

High Grade {% 0%

High Yield 13% {O0%
Agset Backs/ Private Labeds

High Grade 7% A9,

High Vield {4 100%
{Cormmercisl Paper Repo 1H%% 3%
BMunis % 60%
Muniz TOB Program 0% 109y
Equities/ Converts N

Bajor Tndex (B l 0%

Other Index (B2 /7 021} {4% 1%

Nem Makor Index (H3 /02 § 1%

Collatersd Upgeade (£ 3% 30%
Priow Broker Free Credit Balaness 30% 1061%
Thasecored Fuuding

LEH Commervial Papey 2% 100%

£7D Baybacks (§B #iiions) 1% 280%

Derivalives ’

Cush Collatmaiiztion per £8A ~Z3% 100%

LEHMMAN BROTHERS 11
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Confidential

Liquidity Stress Funding Scenario (I) — Liquidity Outflows

0

€ Purpose of this stress funding scenario is to model a severe hguidity event over the course of a month. Over the cowse
Significant loss of secured funding capacity o non-Government or Agency securities (536 billion)
~ Tnability to rolf unsecured debt, coupled with debt buybacks (58 billion)
- Rating downgrades and draws on unfunded loan commitments ($7 billion)
~  Payments on derivative margin disputes and operational cash outflows (82 billion)
~  Withdrawal of customer free credits (82 billion in LBIE, LBI free credits covered by sepregated cash (15¢3 lockup))

LEHMAN BROTHERS 12
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Contidential

Liquidity Stress Funding Scenario (II) — “Mitigants”

& Offsetiing these cash cutflows are $66 billion of “liquidity risk mitigants,” leaving Lehman with a $11 billion
Hauidity pool after one month
— First and foremost, Hiquidity pools at Holdings, broker dealers and Lehman Brathers Bankhaus ($32
billion)
o 541 billion at Holdings; §7 billion in LBIE; 84 billion in Lehman Brothers Bankhaus
= Boecause of the substantial loss of secured funding in this scenario, LBI and LBIE need to borrow from
Heldings and good quality collateral previously funded with third parties becomes available for
funding with Bankhaus, Ag g vesult, iquidity becomes fungible across these entitios
-~ Praw on owr committed facilities ($4.5 billion)
s We draw on our committed facilities 30-30% of the thme in the normal course of business, thereby
removing any signaling effect that could be asseeiated with a draw
Termn overfunding and excess collateral borrowed, which mitigates the loss of secured funding (88 billion
impact) }
e Term overfunding = Unused term repo capacity
= Fuxceess collateral borrowed = Repo funding that does not support Firm or client getivities
- Additional fimding through the ECB tender auction facilities (31 billion)
«  BCRB through s tender auction facilities funds more than $700 billion of collateral for Buro-domiciled
banks -
o Lahman Brothers funds $13 billion of collateral through the BCR. BEven with the additional $1 hillion

$11 hillion of
Y secu‘:’*ec}.
7 funding
“mitigants”

fimding envisaged in this scepario, we would still not be in the top 10 users of these facilitios
- Unwind of matched book positions supporting proprietary book ($1 billion impact}
e

4 The following have pot been included ag “liquidity risk mitigants™ in this scenario
— Tlse of the Federal Reserve’s PDCE _
-~ Reduction of halance sheet impacting client-facing activities
Reduction of prime broker client funding

LEHMAN BROTHERS 13
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Confidential
Repo Book Analysis

¢ As of July 10, our tri-party repo book amounted to $283 billion - 8174 hillion of Government and Agency securities; é
$73 billion of liquid collateral {investment-grade fixed income securities and major index equities); and $36 billion of
less Bquid collateral (high vield fixed income securities and non major index equities), The amount of repo funding
“at risk™ (i.e., maturing within a month} was $62 billion - $43 billion in liguid coliateral and $19 billion in less higuid
collateral.

Composition Of Lehman’s Tri-Party Bepo Book As of 7/18
$ Billions

:g{)(} L g O S T £ TP AP A P

SR
Gy
s
G

3 bR
$RQ deesieeoad kb SIS S U TN PO S PO S S T L O OO UL S PPN SN S

TOO —emimsind i SRR _

23 55 G1.8

-3
¥
R

42,8

Total Repo Bosk SGoviyagency Bec Repn book excl, Tarvrn fonding>IM At Risk Funding
CGovebh Any seo.,

D3 idguid-Colluateral B Lesy Lidgudg Collareral
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Confidential
Loss Of Secured Funding . -v

& Siress svenarios result in a $36 billion gross loss of secured funding vver one month (.., 38% loss of sceured
funding, 100% for the less Houid sollateral). Including “mitigants™ {e.g., $11 billion due to overfunding, excess
collateral borrowed, and $1 billion unwind of our proprietary matched book), the net loss of secured funding amounts
to $25 billion. The Hquidity pool available to the broker-dealers of $52bu exceeds the net secured funding luss by
208%.
Loss Of Secured Funding
€ Billions 2 S ot - ST

518

A0% Nex Loy Rawe

£y .
B4

S8% Gross Loss ;{Zﬁ‘? 2084y {;%3‘)@3&33 Ratin 317
1 LH00% Yor Less Lineid Collwarsly

56

11 S e I B N e e R .
428
T e
{Q B N N SRR E e ey e ee e v e e e s ey e e T e B oot LN
Af Pisk Fonding Srcas Loss O Bocurnd Mitgunts et Loys OF Scoured Liguidity Poul
) Punding Fanding
{HLiguid Collaterd M Less Lignid Onlinteral
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Stress Liquidity Scenario: Overall Impact

Confidential

i doi . (8]
Beginniag Cash Position G

Fed Lang Seonved Fonding

Einsecored Punding
Ungeotred Debt
&p
STO excluding CF
LID
Buybacks
Pleposits of Basking AfiHates
Coapitted Facility Dravedoown
Mot Bunting
Dherbvative Astivily
Posting of Uscstled Collaterst
Downgraste {2 Notchas)
Disputed Margin Pavioonts
Cush entfiows o fond operstions {FE, NPE, o)

Total Net Loss Unsecwred Funding

Eading Cush Position

? bitton

3 1-dud

Mdul 183w 16-dd $173ud 18-dul 28-3al 22-Jui 23-Jul 24.Ful Week 3 Werk 4
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Confidential

Rating Downgrade-Related Margin Postings

% In lune 2008, long-tenm debt eatings of Lehman Brothers were downgraded by 8&P and Filch to A and A,
respectively and in July by Moody’s to A2, As aresult of these downgrades, the margin posting requirements if
Lehman Brothers were to be further downgraded by one or two notehes would be as follows:

Additional Margin Posting Bequirements
§ Billions

{ Motch Downgrade ! Notch Downarade

"Standand” trades 0.2 0.3
“Mon standard” trades 37 3.6
Totul 3.9 ' | 1.1

{l o Byntex

¢ Standard trades are derivatives transactions where the margin posting requiverment is equal to the mark-to-market of
the positions above the rating-dependent threshold, The lower the rating, the lower the threshold; hence the need for
additional margin postings in the case of a downgrade. This posting requirement is immediate after the downgrade.
¢ Non standard trades are derivatives transactions with structured vehicles (securitization trusts, CDO) where the
margin poshing reguirement is primarily driven by the rating agencies requiriﬁf; Lehman Brothers to post an
indepandent amount to act as 3 volatility buffer. This independent amount is typically caleulated as a paresriage of
the notional of the trade. The reguirement would typioally kick in if Lehman Brothers were downgraded below A or
AZ by 5&P or Moody’s, respactively.
This requirernent would not bocome effective inmediately. Instead, Lehman Brothers would typically have 30
days 1o assign the transaction or rencgotiate the terms, thereby avoiding the posting requirement
»  After the downpgrade by S&P on June 2, we started renegotiating a large number of these transactions as a
precautionary measure, As a resulf to date, we have already avoided approximately 31.1 billion of posting
reauivements if SEP were to downgrade us o A-,

LEAMAN BROTHERS 18
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Strategic Alternatives Considered

Donfidential

Refesia froms seiling sssets, extiting business hnez o
iganing capital st depressed valustions

Bretagic Alteruatives Consldemsd g

ot e 'mbs in current environment dug 1o pressure en
stock price, inppidily sonesms, sz and businegs mik, aad
fikele addidonsd writedowns in (o dilvd snd foveth
gusrices

Birategic itiesves a zat %e womaidered

.{’ seines parceived 13 TSyt ey woukd valida

franchise and invastment thesis

Balance sheet and capital supportof pariner would
alteviate viebility concemns, mitigate valuation discoust and
ﬁﬁw Sor gmwt}: of bushioes

Minority stake i (“u’e;} nni ativastiveg o hr% h.mm mi
mstitutons
Majority of lhely parinoes buve signifivent inkomal issuwes

£

and néceierate growti
Powmntial o peovide prendnes /enias threagh synecsles and
freough potentisl upside ia bztye £ ourreRy

Condingion with dvaieghy partasy srdd stabd s bapiness &

Majoety ol !ﬁxe!v pax“cr-*m ivwe signitficant intemal fssuee
Moy divsct mmpsetiions {with the exception of Maorgsn
Stantey Invee wot Been uonsidored W dsto

Allows for restnturing of business out of public squity
dorsain
Patersial o pravile prosnum for cagh

Fioswsinlly less visbis stnes siock poce has rebonnded o8
fevnes

Shend et ppuity capital reqdred

Loss of aveess fo eanity marheitand p mh?s valifg
sgenoy dowagrades would bo harmf i e of

i iizzcss.es

Regulaiors are sappostive of woncept
Perraunest scess 1o Ped window

ank of comumyeist imnk ing sotvities wcmk. it

funding advantsges in the nosr tam
Not pursting dug to aokool Ruadiag sytwrics and
inovemenint oapisl wod expenses sequized 1o émpieme.zzt

e

Redusing rf:s:niﬂsam  aad comumersial mongsge cxposare
semoves asset valugtion unoortainty
Pro forma capliab nesd can be provided by sale of IMD
{mu&r@h‘;‘s stake and conwnon equivalest aifering

fe of IMID stake uslocks vaine of ucdness snd would
3:%0»3 cosourat 2 multiple mezsingfully higher fhan

Grest's ctrrent and ldstorivel valustion

In discossions with potential buyers of residenial

MORRREe 455218

Anabveing toansaciion frasibility 7 Snanclal lopact of
pdnesing off CRIT pswwts; agset sales ougoiig

Angdveing exeeotion Qratigy and Raenciel impagiof

seibing a majonty ownership stake or o of M5

Analyzing possible structures: for capitel yvkets offering
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Potential Strategic Partners / Buyers

Confidential

Strategic Shuvastives Sonsidesad g

Dizcussions to Im»_ -

Sfstus

¢ Resioy &K{:(:ni;‘w} disoussions

E Pc* 3 az% {nterest; thning unesrtain

Barnk of Ching

P {ocal i SCUSSION

BBV A

€ Mot with BBV A

Haerlshire ] aibawm,

P .?raiimmary dissussions

..... DRAYIOR

ng m ;}rogwd in cwrrent enyirenme af

S

BMP Paribas

IVVRVINEVING

€ Mot with BNP

# Mot inclined to pursue; forused on Eummm bank
sonsolidation

1T # Met with CITIC Seeurities and CITIC (mm;} @ Studving regulatory hurdles
OF # Senior executive dizeussions € Not inclined to porsas.
&R ® et with HSBC & Pt inciémﬁ §:~O })li!’tii,_lﬁ_‘;; Focused os reil banking
KDB/ Ko € Muliple meatings with sepior panagersent cant creontion issus
NMitsubish ® Chesked intersst "% Not inclined to puraue

Muorges Staniey

€ Pretimingry sentor exeoutive-level discussions

Boyal Baok of Canada

# Mot with RBC

@ No current dinlogae

N s!.td"&:(: Shartoeed

& }‘;s}memw sestior fevel discussions

® Tovonaisient with curzent st aiwv

@ Musitipde moetings with se030r MADREENIAR

P Mot inctined to pursne

Hecked infersgt

¢ Baclays
¢ redif Suisse
¢ Deutsehe Bank

& Current issucs i rephide sovaiveraant

& Ciobdman Sachs
¢ JPMorgan
¢ Liovds TSB

& Rantander
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. : . : Confidential
Overview of Go Private Alternative g

Steatogic Alferastives, Considerad )

Fhae st TR RO R PR VST RYPPRERST LTI TERT LRR e, e - . " e

Ahm% fm zummim g af business out of ;mhhc f:;uztv domain

Ability fo manage company with less guarier by guarter oversight

Provides additional time © work out of difficult asset exposures

Expect that buver would not fund equity purchase by pulting incromental leverage on
Qszﬁm

Inbound calls have been received from private equily firms, sovereign wealth funds and
mstitutional investors expressing inferest in a partial or full buyout

Over 512 billion of equity required from outside fnvestors

-~ Azsumes a 100% rollover of esployee shares

~  §6 billion of convertible instruments will have to be repurchased

Significant amowt of equity for any single nvestor; a syndicate wouldd be required
—  Bamty requived could be reduced with a sale of IMD (stake or wholg)

Finaneially less viable todgy since stock price has rebounded off lows

Likely one notch downgrade from rating agencies

& Potential loss of some Hguidity providers who don’t feel comfbriable with lending to 2
private company

¢ ‘Traditional yegolatory hurdles with ownership over 9.9%%, but private equity firms are

exploring structures to address this {ssue

& Lompmsa{mn wsmm cwuid need to be sl gn;ﬁ antly mpdified

LEFMAN BROTHERS 4
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Restructuring Plan

Confidential

1. Explore URE spio-off / monistization
Preliminary estimate i that SpinCa cmald respaire ~8[ 1018 of cquity
2. Bedune residentinl morigage exposure

Salt UK. residential mongages

Segk io

wdues other residential mortgage exponares

New employee grants

>

Senior management buys 3 Im of secondary shares post-gimooncement

A

. Raise additional capial

Steatopic Alternativey Comsidesed %

Setl 81-100% interest in Equity and Fixed Incoms Asset Managament businssses st $15.0]B valuation

*  Bvaluste inclusion of Alterastive Asset Manngemend ansd Private Bquity businesses, as well
Sale of new common equivalents (5]2-4] billionyt?
= Convertiliie preferved or purchase coufract for conmon
o Bringbuyer(sy over the wall
= Expizin SpinCo, residential exposure and emaployee plan
6. Elitninate dividend '

7. Reduce balance shect, downsize corporate and some front office

1 Sire of yeder dopvadens cor amzisst of equity bole created oy resiconrial morigeags, CEE and sther fosses,

28 Y

vy ity stakos

LEHMAN BROTHERS
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CRE Spin-off Description and Considerations

Stestogin Altarastives Considered %

Groen spins off its Commercial Real Estate assets {0 Green sharsholders

A

& Green separates the operations of s Conunercial Real Batate
busiress to be apun off into a now sebaidiay

@ Lweon digivibutes g entive inderest in the subsidiary a5 e spocial
dividend to ity existing shareholders o a pro rata basis

6% Fanityr 30238

Crapsmariial Kesd - e share of CRE Spintle for each share of Graen (for
Botate Bubwidiary i
Srack ; exsmpie) :
Sty $10.08 # Following spi-off, the Commercial Regl Estate subsidiary is an

mdependet, publichy traded entity

% Spin-off, as vurrently contomplated, would be tax-fise to Groen
and i sharsholdess

¢ Identifioation of approprigte assets and management feam

& Capital structore aud Joversge of spun entity appropriate to
T T deconsolidate assets

Financial terms need o ke Mot masodeet,” with “substantive”™
third party participation

~  Achisvability of finange

in market tufay
2« Twung (Hkely 3 to & months 1o distribution}
Conld anpouncs ntention once comforiable with foasihility
Pating sgenvy review of pro forma Green snd SpinCo

% Pro fovmn teading of Greon snd Bpinllo

LEHMAN BROTHERS &
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Investment Management Division Overview 3

Sirategic Altarnativey Lonsitereg g

¢ Nesberger Bermwan (Equities Buginessy - $120bn in AUM
- High feoe, high prowth husiness with 30 investment teams, 107 porifolio managers, end 97 research analysty
~J0% of Eguities AUM in top quintile separate aceownts or § star nuntnal fimds

¢ Lehman Brothers Asset Managemwnt (Fixed Income) ~ $112bn in AUM
- Institutional oriented fixed income manager with strong client relationships

¢ High Net Worth
~ 370 mvestmerd mpmmnmiwes tocusui on HNW weglth manasgoment

Aiiermim, Asset Management ~ 314?}11 in AUM
$5bn m Fund of Hedge Funds; $%bn in single manager strategiss

% Private Equity —~ 326bn in AUM
- Highly diversified business across 7 asset ¢lasses
—  Significant new capital raised across the platform in last 18 months

£ Minority Stakes
~  Minority mvestments in 3 industry leading hedge funds (D.E. Shaw, Ospraie and Spinnaker Capital)

% Preliminary valuation for Bauities and Fised Income of ${3.0]bn
- Excludes other IMD businesses, but evaluating whether inclusion wonld be valoe enhancing
~  Equates to ~{15]x 2009 earnings mnd ~{2.21% of AUM

LEHMAN BROTHERS
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Preliminary Summary Timeline

Stralegic Alvrnatives Considerad g

Commercinl Beal Estute

Asset evaluativa and selection .
Frantize indicative capitel struciure and discuss with B&Y and SEC accountants
Make go 7/ nogy devision vogardiag frasaciipn fusstbitiy

11 decide {6 pursue CRE spin-aff:
Groon, S&0 and BEY fonmally review transaction with SEC

Mesting with Bating Agencles to discuss proposed traasastion

Corsfory with expectod Foren 10 Susaiciad veporting sad indicgtive sapiial stucture

Bagin to take steps neergaary {o sxeoute spin-off
Aannounce Plnug te Bpin-off CRE {dixteilnton libely in 36 mouths)

TRXRUTVIRIEIRERE: AN

Investanent Management Bivisten ™
Prepuny niarketing mstorisls
Contast poteataliavestors and gigs NIIA%

Investoy dus diligence sud vanagement diseussions 7 presentaiions

Negotiste koy ferms and sgrecaiments
Announce Sale of 1M

Raveive bid lotters and selest potsraial fvveiory 1o Soutinig n feouess

Chapital Rase

Petevming appropristz siructore wsl drafl tean shees
Contact potential lnvestors and vige ND&s
Neguiiate tenne with lavestorg

Axpunes { Execute Capital Raise

90.€S1 INV-X381

£ Tireling oo,

giessints aocderated mbad ovcrnn grocess. Moy condut gavatle! i

DO o o (e v mlitas dit oo digle Hleiihond of Sedivesiv

wrenpyedeasive salve for reen,

LEHMAN BROTHERS

g



Game Plan

LBEX-AM 153707



80.€SL INV-X381

Confidential

Overall Approach

Garme Flas §

Solve for appropriate bottom-of-the-cyele returns
Size financial leverage to maintain A rafing

Headoount reductions to maintain compensation flexihity

% < $ B

Targeted business reductions

¢ Corporate re-sizing consistent with new business mix and smaller Lehman

LERMAN BROTHERS 9
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Headcount Evolution

Game ?iﬁﬂ%

26,020

Corperate

BMorigage
Capital
Investroent
Management
Fib,
Fquities,
iBDn,
Principal
Total Firm Investment ¥IB, EQ, Corporate Martgage Total Firm
Monagement  IBD, Prine Capital
% Reduction 9% 21%5 34% 4%
“E BHFM m EiiOTHERS} 10 L Escheder 1,230 froms morsgage sayvicing



0LZ€SL INV-X381

{onfidential

2009 Income Statement

2007 009
Actual Pre Impact of Post

Revenye Divestiture  Divestiture Divestiture
Fised Income $6.0 6.4 (6.2 6.2
Fquities ' $6.1 $5.3 {£0.33 $5.1
Investient Management $2.6 $2.44 {$2.4) $0.0
Irrvestinent Banking $2.4 $2.0 $2.0
Principal : $0.7 $0.5 $0.5
Tregsury / Other $1.5 0.0 $0.0
Net Revenue $19.3 $16.6 {%2.8) $13.8
Compensation .5 6.8
Non-Persofmel Expenses 38 | 3.0
Pretax Income 6.0 4.0
dat Income 4.2 2.8
Preterred Dividendg 0.1 .7
Net Income to Common 4.1 2.3
Return on Lauity 20.8% 14.7%
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Net Asset Evolution Confidential

Gama i’iang

Y ear
2 end
2008 29
Fixed Income
Reel Hetate 58 é
Residential Mongages 57 i
Interest Rase Products 3% e
Credst Products 3 35
Conmnad, FX, Muni, Othey 26 46
Tetal Fixed Incoms 211 172
Fquities
Yolatility 23 24
Privg Services 26 3
Liaguid Markets, Other 12 13
Total Kguities 62 &7
Tvestnent Management it 2
Investment Banking i¢ 14
Principal 1 16
Treasury / Gther 27 18
Total Firm 328 78
Net Leverage Ratio i2.1x 12.6x
LEHMAN BROTHERS 12
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Net Asset Funding

Lonfidential

Cannve Plan g

Year

32 End

2008 2009
Fyuity 326 $25
Long Term Debt 112 94
Bank Deposits 44 62
Payables 62 53
Acet. Gross-up { Non-recourse Financing 20 0
Short Term Debt and Current Portion 24 {7
Repos 40y 28
Total 328 §279

LEFIMAN BROTHERS 3
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Risks Confidential

Gagsyw Plan g

9 Receptivity of market to Spinee amd effect of Spinco loan on “clean” Lebhunan

@ Ability 1o raise amount of new equity required fo eliminate market concerns

€ Ability to execute operating plan
- {redibilsty of marks on ramaining residential mnrtgages, and subgeqoent asset parformance
~ Achiove productivity gains (fewer people and less balance sheet)

Reduce non-personnel expenses, especially brokervage and clearence

€ Potential adverse stakeholder reaction

+ huplanentation of headcount reductions
~ Minimize client atirition
Maintain employee focus and monle

~ Reizin nlent

LEHMAN BROTHERS 14



LEHMAN BROTHERS

MEMORANDUM

Tor The Non-Management Directors of Lehman Brothers Holdings Ino.
Fron: Tom Busso
Bares July 18,2008

SUBJECT: Communication with Nor-Management Dirsctors

The FPlam recently recgived the message attached us Hxhibit A thn ‘;miz the arez of the Fim's

rublic byternet site fur the subimission of convermns o the non-roanagement Dirgetors. The author
provides recommendations to the Board of Du ectons regarding management of the Firmy,

u‘w. are forwarding this communication to you in accordance with the Fiom's Procedures for
Communicating with Non-Mansgement i};rw ors, As you will remember, these Frocedures
JEgn (zdc that the non-managenent Directors may determine, in their discretion, the treatrment of
any sabmitted concern,

Given the vature of the message, 1 do not plan to ke any further action regarding this
commumnivation, except 10 take it as advice from a concerned shareholder. However, please
ardvise if the non-management Directors determine that management should take any addiional
action and call me at 212-326-0473 with any geestions.

LBEX-AM 153714



Exhibit A

Sent: Thorsday, June 12, 2008 8:23 PM

To the Hoad;

{appland the Junel2 management changes, bat T would requestisugpest early and frequent public
disclosure of balance-sheet inf
1 an long o wmall position in L H—i’ but alse, in the mid-B0's, { did some consulting work for
Lehman. §respect what you have achioved, and 1 really hope vour flm sap survive. But you
roust really stress disclosure now., Erin played her cards ton close. Time for that approach is
now past. Full, open and complets disclosure, please.
You ail pmhabi} know this, taxt perbaps there Is some value in e suggesting this.
~ dark Langdon

Waterlno, Ontario, Canada,

LBEX-AM 153715



MEMORANDUM

Mumibers of the Board of LA ctors of Lebinan Brothers Holdings Ine

Frow Tom Russo

Dare:

SURIECT:

? Y *Ew a{t&cheé 1&”-{1'-“*, e Office of Thnft ‘mpgmxm& ”GE Y hgs downgraded Lehman
‘ 5, dngls LRE Iy Composite ran ik from 2 -2 i:o a "3 and has udmcd
S0 g0 M3 in the follow ing {CURE component 1 0 4
Sk fenagement, and Buarnings m (}i& ix the primary
.5 >z AT B;m%zn s Bunk FRB, and also, reg uiaia’% {BHI, examining «;:.:Mz

arve nigd public:

i’ii!i\ (mnmﬂ

0718 bas 2 five-point mumerical rating svaly for savizza« and loan holding uvnp'ims Uhuder the
stent, holding companies rereive 4 rating berween 717 (he highesty and “37 {the lowest) in the
Howing CORE component arcas: Capital, Organdzadonal Strocture, Risk Management, and
Farnings. Compantes also receive & composiie rating between “17 and 757 The ratings assigned

1o LRI are as follows:

o Capital ¥27 — indicates that the comsolidsied holding company enterprise maintaing
safficient capital to support the volume and risk characteristics of Hs business lines
and prodocts.

»  Orpanizational Swochure *37 - dndicatzs that there are orgerdeabional structure
weaknesses that raise supervisory conoern.

Jn«

= Hisk Manageanent - Andicates moderate deficiencies i nisk managoment and,

therefore, thare i3 a caose for additional supervisory gitension.

2y finangial

Priny to recetving the (X787 letter, the Firm had not vet been mformed thar 1% had assigned
LBHL any nwmerice! miings ander the rating systemn The P’y expectation had been that
mumerival ratings would be assigned at the ond of the vear after a fall year of (I8 new
continuous supervision program and the conclusion of the 2008 0TS examination of LBHL The
Furm will work closely w ith OTS to determine spectic sreas of concern as well 35 what might be
done 1o address them. There is no specific avtion required of the Board by this notification,

LBEX-AM 153716



Office of Theilt Supervision
3:3?} wiment of 3‘;’ TFroasury Narshessy Region

)

Hasborside Tihanuiil Conrr Pl Fhees Sulig a”si}ﬁ 3;:»»)«{.11’3‘ R EER S B
Tolophome: (204 313 JOM) < Fay (2000) 443- 7843

Fase V2, 2008 GTS Neo H-3483

The Bowrd of Directars

Adain My Richard 8. Fudd, i
Chaisman and Chigd Executive Gfficer
Lehman Brothers Huldings Inc

743 Seventh Avenue

Now York, Now York {3019

deanhers of the Bowrd:

s louer i 1o wdvise you that bueed outhe Dodings of the OTS conthwous supervision
progrom, ineluding quacierty monitoriag of fing f‘ma% condition and risk mgnagement at Lehma
Brothers Holdings, Ine, (LB or the “Company™), the Company’s Coamnposite raling has been
downgradud fom "2 w0 "L The CORE (C ag}a;a% Organizational Staucure, Risk Management,
and Eaarangs {with an ase wzwm ui figuidity included as pant of BEurmingsy” componant ratings
Fave afso besn rovised from “2 22427 und are now “2-3-3-3" reflecting downgrudes to the
Qrganizatonal Stracture, Q%&h ?s{fumaumm and Eurniogs components. 3t should be notad that

sithough the hauidiy poxition of the Company romiains sound, the poor carnings performance
st be pmgmiy reflovied ta that vompoasont,

These gating changes refleet deterioration noted in the Company’'s financial vendition and sk
faagemeat fmmz(m witich huve continuald iio the second guartzr of 2008, 0TS noted high
fovels of concontrations in residential, vonunercial and foveraged loans and real catata
investients contained in dess Hegad and Higuid Level 2 and Ltzwi pasets, regpectively. The
fevel of pos-performimg {oans is farge, particuiaty i the Unlied Statss and in § apan. Largs real
estate investmonts b the LS., Barope aad Asia are significant addivions (o Wiguid wmssats whose
valies have shown significant duterioranon over the past two quarters and with uneertaindy «
Future valuabion adjustments. Adthough thare has been better prics discovery during the szcond
yuavier, the values of these assets contiiue o be characterized by an above avarage smount of

credit and moagket risk. o conpection with these concerra, OTS has noted the futlure of the risk
;:’z;amgemcm fanction (o proporky nesess the risks and congensrations W LBHE s structared oredit
products, whole loans and real Catate positions,

LBEX-AM 153717



My Richard &, Fuld

Lehman Brothers Holdings, lnw
June 17, 2008

Page 2

Fustheemors:, the Company’s Hnancial parformanes ovsn the past four quariers by deteriorsted
culminating with w 32 8 billion loss o the sevond Bsond quanter of 2008, Large write-downs and
wnhir logses wore ke, pavticudardy b ibe frst half of Oseal 2008 and additional valuation
wdisstmenis ansd Josses mny be roguived i the fenees I addition, thore iy a luck of mure
fuvorable camings visibility overthe foresceable funiee due 1o the morbund siruciured credit
sustket, o lnsportast sowrce of sarnioy perfonnues to the past

While we recognize that positive aotives have been taken regarding recognition of the lower
vatuations of cevtain of your asser clussss wnd the strongl of many of the Company’s products
and services in Capital Markels; Invesinent Banking wnd Investmers Meragement, th cusrens
ewrnings performance and uncenatn fovward eirningy visibility heree made the duwrgrades
uocessary & this thine,

i vou have any qucstions, plesss contacl mw a1 (201 $13-7329 oy Field Manager Michas] Ruxan
a {201 413783

Very sruly yours,
“

S rs
w SR N A .
3 BUSIE (PG

IS TR RN . .

Femeph §. Donvhue
s Assixtag Drrector

LBEX-AM 153718



