
., 

International Swaps and Derivatives Association, Inc. 

CREDIT SUPPORT ANNEX 
to the Schedule to the 

Master Agreement 

doted as of October 5, 2000 

LEHMAN BROTHERS FINANCE S.A. 
("Party A '') 

between 

HSBC BANK USA 
("Party B'') 

This Annex supplements, forms part o:t: and is subject to, the above-referenced Agreement, is part of its Schedule 
and is a Credit Support Document under this Agreement with respect to each party. 

Accordingly, the parties agree as follows: 

Paragraph 1. Interpretation 

(a) Dejiniti01is anti Inconsistency. Capitalized terms not otherwise defined herein or elsewhere in this 
Agreement have the meanings specified pursuant to Paragraph 12, and all refereriees in this Annex to Paragraphs 
are to Paragraphs of this Annex. ·In the event· of any inconsistency between this Annex and the other provisions of 
this Schedule, this Annex will prevail and in the event of any inconsistency between Paragraph 13 and the other 
provisions of this Annex, Paragraph 13 will prevail. 

(b) Secured Party and Pledgor. All references in this Annex to the ."Secured Party" will be to either party 
when acting in that capacity and all corresponding references to the "Pledgor" will be to the other party when 
acting in that capacity; provided, however, that if Other Posted Support is held by a party to this Annex, all 
references herein to that party as the. Secured Party with respect to that Other Posted Support will be to that party 
as the beneficiary thereof and will not subject that support or that party as the beneficiary thereof to provisions of 
law generally relating to security interests and secured parties. 

Paragraph 2. Security Interest 

Each party, as the Pledgor, hereby pledges to the other party, as the Secured Party, as security for its Obligations, 
and grants to the Secured Party a first priority continuing security interest in, lien oli and right of Set -off against all 
Posted Collateral Transferred to or received by the Secured Party hereunder. Upon the Transfer by the Secured 
Party to the Pledgor of Posted Collateral, the security interest and lien granted hereunder on that Posted Collateral 
will be released immediately and, to the extent possible, without further action by either party. 
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P:;rragr.~ph 3. Credit Support Obligations 

(a) Ddivery Aaoam Subject to Paragraphs 4 and 5, upon a demand m3de by the Secured Pany on or 
promptly following a Valuation Date, if the Delivery Amoum for that Valuation Date equals or exceeds the 
Pledgor's Minimum Transfer AmOUDt.. then the Pledgor will T r.msfer to the Secured Pany Eligible Credit Support 
having a Value as of the dare of Transfer at k:ast equal to the applicable Delivery Amount (rounded pu.rsuan! to 
Paragraph 13). Unless otherwise specified in Paragraph 13, the "Dt!liPery Amount"' applicable to the Pledgor for 
any V aluarion Date will equal the amount by which: 

(i) the Credit Support Amoont 

exceeds 

(ii) the Value as of that Valuation Date of all Posted Credit Suppon held by the Secured Pany. 

(b) Rt:.tum AI!IIOIUIL Subject to Palagraphs 4 and 5, upon a demand made by the Pledgor on or promptly 
following a Valuati£1n Date, if the Return Amount for tlat Valuation Date equals or exceeds the Secured Party's 
Minimum Transfer A.momtt, then the Secured Patty will Transfer to the Pledgor Posted Credit Support specified 
by the Pledgor in that demand having a Value as of the date ofT ransfer as close as practicable to the applicable 
Return Amamt (rounded pursuam to Paragraph 13). Unless otherwise specified in Paragraph 13, the "Raw-n 
AmoiUit" applicable to the Secured Party for any Valuation Date will eqaal the amount by which: 

(i) the Value as of that Valuation Date of a:l.l Posted Credit SUpport held by the Secured Pany 

exceeds 

(il) the Credit Support AmnunL 

"Credit Support AMD11111" means, unless otherwise specified in Paragraph 13, for any Valuation Date (i) the 
Secured Party's Ex:pasure for t:bal: Valualion Date plus (il) the aggregate of all Independent Amounts applicable 
to the Pledgor, if any, mimis (iii) all Independent Amounts applicable to the Secured Party, if any, minus (iv) the 
Pledgor's Threshold; provided, however, t:bal: the Credit Support Amount will be deemed to be zero whenever 
the calcu1ation of Credit Support Amount yields a number less than zero. 

Paragraph 4. Conditions Precedent, Tr:msfer Tuning, Calculations :md Substitutions 

(a) CotrditiDm ~ Each Transfer obligation of the Pledgor under Paragraphs 3 and 5 and of the 
Secured Party under Paragraphs 3, 4(d)(Ji), 5 and 6(d) is subject to the conditions precedent that: 

(i} ·no Event of Default, Pc;~tential Event ofDefimh or Specified Condition h3s oa:urred and is continuing 
with respect tC> the bther·pany; and . · · 

(ii) no Early ·Termination Date for which any uhSat:isfied payment obligations exist has occtJrred or been 
desigruued as the result of an Evem of Default or Specified Condition with respect to the other parry. 

(b) Transfu Turring. Subject to Paiagraphs 4(a) and 5 and unless otheiWise specified, if a demand for the 
Transfer of Eligible Credit Support or Posted Credit Support is made by the Notification Time. then.tbe relevant' 
Transfer 'Will be made ntX later than the close of business on the next Local Business Day; if a demand is made 
afu:r the Notification T~, then th,e relevant Transfer will be made not .later than the close of business on the 
second. Local Busizless. Day ~- · · 

{c) .· C".aJall.atiofts. All calcUlations ofValue and ExposUre for purposes ofParagi'3phs3 and 6(d)will be made 
by the Valuation Agent as of the Valuation Time. The Valuation Agent Will notify each party (or ~.other partY, 
if the Valuation Agem is a pany) of its calculations not latl:r than the Notifii::arion r.Dne on the LOCal Business 
Day following the applicable Valuation Dale (or in the case of Paragraph 6(d), following the date of calculation). 
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·. 

(d) Suimirlrrions. 

(i) UnlesS otherwise specified in Paragraph 13, upon notice to the Secured Pany specifying the items of 
POSted Credit Suppon to be exchanged, the Pledgor may, on anyLo::al Business Day. Transfer to the 
Secured Party substiiure Eligible Credit Suppon (the "Su.bstiture Credit Support"); and 

(ii) subject to Paragraph 4{a). the Secured Party will Transfer to the Pledgor the irems of Posted Credit 
Suppon specified by tbe Pledgor in its notice not later than the Local BusinesS Day following the date 
on which the Secured Pany receives the Substirute Creqit Suppon. UDless otherwise specified in 
Paragraph 13 (the "Substitul:ion Dare"); provided that the Secured Pany will ooly be obligated to Transfer 
Posted Credit Supporr with a Value as of the date of Transfer of that Pasted Credit Suppon equal to the 
Value as of thai date of the Substirute Credit Support. 

Pangtapb 5. DisPute Resolution 

!fa party (a "Disputing Panyj disputes (I) the Valuation Agen!'s calculation of a Delivery Amouil! or a Retum 
AmOunt or (TI) the Val1.1e of any Transfer of Eigible Credit Suppon or Posted Credit Support. then (I) the 
Disputing Pany will notify the other pany and the Valqation Agem [uthe Valuation .Agt:n!: is DOt the other party) 
not later than the close of business on the Local Business Day following (X} the date thal: the demand is made 
UDder Paragraph 3 in the case of (I) above or (Y) the dale of Transfer in the case of (TI) above, (2) subject to 
ParagJaph 4(a). the appropriate parcy will Transfer the undisputed amoont to the other pany not later than the 
close of bUsiness on the Local Business Day following (X) the date that the demand .is made under Pazagraph 3 
in the case of (I) above or (Y) the date of Transfer in the case of (II) above, (3) the parties will ronsult with each 
other in an attempt to resolve the dispute and (4) if they fail to resolve the dispute by the ResolUtion Time, then: 

{i) In the case of a dispule involving a Delivery Amount or Retllm Amount, UDless otherwise specified 
in Paragraph 13, the Valuat:ionAgem will recalculate the Exposure and the Value as of the Recalculation 
Date by: 

(A) utilizing any calculations of Exposure for the Transactions (or Swap Transactions) that the parries 
have ~ are. not in dispute; 

(B) calculating the Exposure for the Transactions (or Swap Transactions) in dispute by seeking four 
acruaJ. quotations at mid-market from Reference Market-lnakers for puipOSeS of calculating Market 
Quotation. and taking the a..ritbmetic average of those obtained; provided that if four qUotations are DOt 

available for a panicular Transaction (or Swap Transaction), then fewer than four quotations may be 
used for that Transaction (or Swap Transaction); and if no quotations are available for a particular 
Transaction (or Swap Transaction), then the Valuation Agent's original calculations.will be used for 
thai Transaction (or Swap Transaction); and 

(C) utilizing the prOCedures specified in Paragraph 13 for calculating the Value, if dispured, of Posted 
Credit Suppon. 

(ii) ln the case of a dispute involving the Value of any Transfer of Eligible Credit Support or Posted 
Credit Support, the Valuation Agent will recalculate the Value as of the date of Transfer pursuant to 
Paragxaph 13. 

Following a recalculation pursuant to this Paragiaph., the Valuation Agent will notify each party (or the other 
party. if the Valuation Agem is a pany) not later than the Notificatian Time on the Local Business Day following 
the Resolution Time. The appropriate party will. upon demand following thal: notice· by the Valuation Agent or 
a resoiution pi.usuam t~ (3) above and subject to Paragraphs 4{a) and 4(b). make the appropriate Transfer. 
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1'2nlgr2ph 6. Holding aad Using Posted CoUsteral 

(a) Care of Posted Colitr1errzL Without limiringthe.Secured Pany's rights under Paragraph 6(c), the Secured 
Party will exercise reasonable care to assure the safe custOdy of all Posted Collateral to the extent required by 
applicable law, and i.n any event the Secured Pany will be deemed to. have exercised reasonable care if it 
exercises at least the same degree of care as it would exercise with respect to its own propeny. Except as 
specified in the preceding sentence. the Secured Party will have no duty. with respect to Posted Collateral. 
including, without l.imitarion, any duty to collect any Disttibutions, or enforce or preserve any rights pertaining 
therelo. 

(b) Eligibility to Hold Posted Co/Lzren:zl; C~ 

(i) GoteraL Subject to the satisfaction of any conditions specified in Paragraph 13 for holding Posted 
Collater.ll, the Secured Party will be entitled to hold Posti;d. Collareral or to appoint an agent (a 
"Cu.suxlian"') to hold Posted Collateral for the Secured Party. Upon mxice by the Secured Pany to the 
Pledgor of the appointment of .a Custodian, the Pledgor's obligations to make any Transfer will be 
discharged by miling the Transfer to that Custodian.. The holding of Posted Collateral by a Custodian 
will be deemed to be the holding of that Posred Collateral by the Secured Party for which the Custodian 
is acting. 

(ii) F aibu-e to Satisfy Corulilitnr.s. If the Secured Pa:rty or· its Custodian fails to satisfy any conditions 
for holding Posted Collateral. then upon a demand made by the Pledgor, the Secured Party will, not later 
than five Local Business Days after the demand, Transfer or cause its Custodian to Transfer all Posted 
Collateral held by it to a Cu.stOdian that sarisfies those conditions or w the Secured Parry if it satisfies 
those conditions. 

(ill) Liabili1y. The Secured Party will be liable for the acts or omissions of its Custodian to the same 
extent that the Secured Party would be liable hereunder for its own actS or omissions. 

(c) Use of Posteli Collmertd. Unless otherwise specified in Paragraph 13 and without limiting the rights and 
obligations of the parties under Paragraphs 3, 4( d)(ii), 5, 6( d) and 8, if the Secured Patty is not a Defaulting Pany 
or an Affected Pany with respect to a Specified Condition and no Early Termination Date has occurred or been 
designated as the resuh.of an Event of Default or Speciii.ed Condition with respect to the Secured Pany, then the 
Secured P¥t)' will, notwithstanding Section 9-207 of the New York Uniform Commercial Code. have the right 
to: 

(i) sen, pledge, rehypothecare, assign, invest, use, commingle or otherwise dispose of, or otherwise use 
in its bUsiness any Posted Co.ll.aier.U it holds, free from any claim or right of any nawre whatsOever of 
the Pledgor, including any equity or right of redemption by the Pledgor; and 

(ii) register any PoSted Collatera.l in the name of the Secured Pany. its Custodian or a nominee for either. 

For purposes of the obl..i.gation to Transfer Elig~.'ble Credit Support or Posted Crbdi.t Suppon pursuant to 
Paragraphs 3 and 5 and any rights or remedies authorized under this Agreemem, the· Secured Pany will be 
deemed to coittinue to hold all Posted Col.lareral a.Iid to receive Distributions made thereoll.. regardless of whether 
the Secured Party has exc:n:iscd an.y rights with respect to any Pasted Collateral pursuant to (i) or (ii) above. 

(d) Distriblitions and l11terest A.lftDIUIL 

(i) Di.s,riblltio~ Subject to Pmgraph 4{a), if the ~ Pany receives or is deetlled to receive 
~'bltions ~n a Local Business Day, it will Transfer to the Pledgor n.bl: later .than the following Local 
Business Day any Distributions it n:ceives or is deelned to feceive to the extent that a Deli~ety Amount 
would not be created or increased by that Transfer, as calculated by the Valuation Agent (and the date 
of calculation will be deemed to be a Valuation Dare for this purpose). · 
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(ii) Interest AmollJIL Unless otherwise specified in Paragraph 13 and subject to Paragraph 4(a), in lieu 
of any interest. dividends or other amoums paid or deemed to have been paid with respect to Posted 
Collateral in the form of Cash (all of wbich may be retained by the Secured Party), the Secured Pany 
will Transfer to the Pledgor at the times specified in Paragraph 13 the Interest Amount to the extent that 
a Delivery Amount would not be created or increased by that Transfer, as calculated by the Valuation 
Agent (and the dare of calculation will be deemed to be a Valuation Dare for this purpose). The Interest 
Amount or portion thereof not Transferred pursuant to this Paragraph will constinue Posted Collateral 
in the form of Cash and will be subject to the security interest gramed under Paragraph 2. 

Pangraph 7. Events of Def:mlt 

For purposes of Section 5(a)(iii)(l) of this Agreement, an Event of Default will exist with respect to a party if: 

(i) that pany fails (or fails to cause irs Custodian) to make. when due, any Transfer of Eigi.ble Collateial, 
Posted Collateral or the Interest Amoont. as applicable, required to be made by it and that failure 
continues for two Local Business Days after notice of that fuilme is given to that party; 

(ii) that party fails to comply with any resniction or proln'bition specified in this Annex with respect to 
any of the rights specified in Paragraph 6(c}mi that f~ continues for five Local Business Days after 
notice of that failure is given to that party; or 

(iii) that pany fails to comply with or perform any agreement or obligation other than those specified 
in Paragraphs 7(i) and 7(ii) and that failure continues for 30 days after notice of that failure is given to 
that patty. 

Pangraph 8.. Cert2in Rights llDd Remedies 

(a) Secured Parry's Rights turd R~ If at any time (1) an Evem of Default: or Specified Condition with 
respect to the Pledgor has occurred and is continuing or (2) an Early Termination Date has ocaured or been 
designated as the. result of an Event of Default or Specified Corx!ition with respect to the Pledgor; then, unless 
the Pledgor has paid in full all of its Obligations that are then due, the Secured Party may exercise one or more 
of the following rights and remedies: 

(i) all rights and remedies available to a secured party under applicable law with respect to Posted 
Collateral held by the Secured Party; 

(ii") any other rights and remedies available to the Seemed Party under the terms of Other Posted Suppon, 
if any; 

(iii) the rigb! to Set-off any amounts payable by the Pledgor with respect to any Obligations against any 
Posted Collaieral or the Cash equivalem of any Posted Collateral held by the Secured Party (or any 
obligation of the Secured Party to Transfer that P~ Collatera1.); and 

(iv) the right to liquidaie any Posted Collateral held by the Secured Party through one or more public 
or private sales or other dispositions with such notice, if any, as may be required under applicable law, 
free from lillY claim or right ofany Il3IUl'C wbalsoCver of the Pledgor, i.IJcluding any equity or rigbt of 
redemption by the Pledgor (with the Secured Party having the right to purchase any or all of the Posted 
Collaxeral to be sold) and to apply the proceeds (or the Cash equivalent thereof) from the liquidation of 
the Posted Collateral to any amown:s payable by the Pledgor with respect to any Obligations in that order 
as the Secured Party may elect. 

Each party acknowledges and agrees that Posted Collateral in the form of securities may dedine speedily in value 
and is of a type customarily sold on a recognized market. and. accordingly, the Pledgor is not entitled to prior 
notice of any sale of that Posted Collateral by the Secured. Party, except any notice that is required under 
applicable law and cannot be waived. 
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(b) Pledgor's Rig/us and Remt!:dU:t. If at· any rime an Early Termination Date has occurred or been 
designated as the result of an Evem of Default or Specified Condition with respect to the Secured Pany, then 
(exrept in the case of an Early Tenninarion Dare relaling to less than all Transactions (or Swap Transactions) 
where the Secured Pany has paid in full all of its obligations that are then due under Section 6(e) of this 
Agreemem): 

(i) the Pledgor may exercise all rights and remedies available to a pledgor under applicable law with 
respect to POSted Collareral beld by the Secured Patty; 

(ii) the Pledgor may exercise any other riglns and remedies available ro the Pledgor under rhe terms of 
Other Posxed Suppon, if any; 

(ill) the Securc:d. Pany Will be obligated jmmetliately to Transfer all Posted Collarera! and the Interest 
Amount to dJe Pledgor; and 

(iv) to the enem that Posted Collatcra.l or the Imerest Amoum is not so Transferred pwsuant to 
(ill) above. tbe Pledgor may: 

(A) Set-off any amounts payable by the Pledgor with respect to any Obligations against any Posted 
Col.la1eral or the Cash equivalc:m of 3II'f Posted Collateiai held by the Secured Pany (or any obligation 
of the Secured Party. to Transfer that Posted Collateral); and 

(B) to the extern that the Pledgor does not Set-off under (iv)(A) above. withhold paymem of any 
remaining am.ooms payable by the Pledgor with respect to any Obligations. up to the Value of ;my 
remaining Posted Collateral held by the Secured Patty. um:il that Posted Collateral is Transferred to 
the Pledgor. ' 

(c) Dtjicinu:ies mui Excess Proceeds. The Secared Pany will Transfer to the Pledgor any proceeds and 
Posted Credit Suppon remaining after liquidation, Set-off and/or application under Paragraphs 8(a) and 8(b) after 
satisfaction in full of all amounts payable by the Pledgor with respect to any Obligations; the Pledgor in all events 
will remain liable for any amounts remaining unpaid after any liquidation. Set-off and/or application under 
Paragraphs 8(a) and 8(b). 

(d) Fuuzl Retlu7IS. When no amoums are or thereafter may became payable by the Pledgor with respect to 
any Obligations (except for any potential liability under Section 2(d) of this Agreemem). the Secured Pany will 
Transfer to the Pledgor all :Posted Credit Suppon and the Interest Amount, if any. 

P2r2gnph 9. Represeut2tious 

Each pany Iepiesents to the other pany (which representations will be deemed to be repeated as of each date on 
which it, as the Pledgor, Transfers Eligible Col.laieral) that: 

(i) it has the power to gram a security~ in and lien on any Bigible Collateral it Transfers as the 
Pledgor and has taken all necessary actions to authorize the graming of that seCunty interest and li~ 

(ii) it is the sole owner of or otherwise bas the right to Tnmsfer all Eligible Collateral it Transfers to the 
Secured Party hereunder. free and clear of any security ip1:erest. ·lien. encumbtance. or other restrictions 
other than the security interest and lien granted under Paragraph 2; 

(iii) upon the Transfer of any Eligible Collareral to the SecUred Party uDder the teims of this Annex. the 
Secured P3ny will have a valid· and perfeCted first prionty seCurity interest tllCrein <aSstiming that ;my 
central clearing corporation or any third-pany fiDanci.a.l intennediary or other enrlt:Y not within the comrol 
of the Pledgor involved. in the Transfer of that EligJ.ble Collateral gives the notices and takes the action 
required of it under applicable law for petfecti.on of that interest); and 

(iv) the perfotma.nce by it of its obligations under this Annex will not result in the creazion of arry 
security interest. lien or other encumbrance on any PoSted Collareral other than the security interest and 
lien granted under Paragraph 2. 
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P2r2gnph 10. Expenses 

(a) GenoaL Except as otherwise provided in Paragraphs lO(b) and IO(c), each pany will pay its own costs 
and expenses in connection with performing its obligations under this Annex and neither party will be liable for 
any COstS and expenses incurred by the other party in connection herewith. 

(b) . Posted Crt!liit Suppon.. The Pledgor will promptly pay when due all taxes, assessmems or charges of any 
narure rhar are imposed with respect to Posted Credit Support held by the Secured Party upon becoming aware 
of the same, regardless of whether any portion of that Pcisred Credit Suppon is subsequently dispcsed of untb 
Paragraph 6(c), except for those taxes. assessmentS and charges that result from the exercise of the Secu:red 
Parry's rights under Paragraph 6(c). 

(c) LU[Jiidri:riolfiA.ppliCJztion of Posted CrediL Support. All reasonable costs and expenses incurred by or on 
behalf of the Secured Party or the Pledgor in connection with the liquidation andlor application of any Posted 
Credit Support under Paragraph 8 will be payable, on demand and pursuam to the Expenses Section of this 
Agreemem.., by tie Defaulting Party or, if there is no Defaulting Party, equally by the parties. 

P:aragnpb 11. Miscelbneo'IU 

(a) Defa"llil I~ A Secured Party that fails to make, when due, any Transfer of Posted Collateral or the 
Imerest Amount will be obligaied to pay the Pledgor (to the extent permitted under applicable law) an amount 
equal to im:erest at the Default Rate multiplied by the Value of the items of propeny that were required to be 
Transferred, from (and including) the dare thar Posted Collateral or Imerest Amount was required to be 
Transferred to (but excluding) the dare of Transfer of thai Posted Collateral or I.ntcrest Amount. This interest will 
be calcuiazed on tbe basis of daily COmPounding and the actual number of days elapsed. 

(b) FIIJ"'hu Asslll"tDJCes. Promptly following a demand made by a party, the other party will exeeute, deliver, 
file and record any financing StUemeOt., specific assignment or other doctimem and take any other action thai may 
be necessary or desirable and reasonably requested by thai party to create, preserve, peifect ·or validate any 

· security interest orlien granted undfi Paragraph 2, to enable th2l: pany to exercise or enforce its rights under this 
Annex with respect to Posted Credit SupPc>rt or an Interest Amount or to effect or document a release of a 
s~urity interest on Posted Collateral or an Interest Amoum. 

(c) Further PrtUaion. The Pledgor will promptly give notice to the Secured Party of, and defend against. 
any suit, action, proceeding or lien that involves Posted Credit Support Transferred by the Pledgor or.thai could 
adversely affect the security imerest and lien granted by it under Paragraph 2, unless that suit, action, proceeding 
or lien results from the exercise of the Secured Party's rigbts under Paragraph 6(c). 

(d) Good Faith azul Commudlzlly RI!IISOIUlble Mtm~~U. Perfon:nance of all obligations under this Annex, 
including, but not limited to, all calculations, valuations and determinations made by either party, will be made 
in good faith and in a commercially reasonable manner. 

(e) Demands arul Notices. All demands and notices made by a party under this A!mex will be made as 
specified in the Notices S~tion of this Agreement, excepr as otherwise provided in Paragraph 13. 

(f) Spedficatiorrs of Certain Martus. Anything referred to in this Annex as being specified in Paragraph 
13 ·also may be specified in one or more Confumations or other documems and this Annex will be construed 
awmlingly. 
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Pangrapb 12. Definitiom 

As used in this Annex:-

'"'Cash" means the lawful currency of the United States of America. 

"Cr~ Support A.moiDfi" bas the meaning specified in Paragraph 3. 

"Custotlitm" has the meaning specified in Paragraphs 6(b)(i) and 13. 

·"Delivery Amount" has the meaning specified in Paragraph 3(a). 

~Displding Party" has the meaning specified in Paragraph 5. 

"Distriblllions" means with respect to Posted Col.l.2leral. other than Cash, all principal. interest and other payments 
and di.sttibutions of cash or other property with respect thereto, regardless of whether the Secured Pany has 
clisposed of t:ba1 Posted· Collatc:ral UIIder Paragraph 6(c). Distributions will not include any item of property 
acquired by the Secured Party upon any disposition or liquidation of Posted Collatt:Ial or, with respect to any 
Posted Collateral in the form of Cash. any distributions on that collal:eia!, unless otherwise specified herein. 

"Eligible Colkztend" means, with respect to a pany, the items, if any. specified as such for thai pany in 
Paragraph 13. 

"Eligible Crt!:dit Support" means Eligl.ble Collareia! and Other Eligible Support. 

"E.rposzui" means for any Valuation Date or other date for which Exposure is calcula!ed and subject to 
Paragraph S in the case of a dispute, the a.mount. if any, that would be payable to a party that is the Secured 
Pany by the other party (expressed as a positive number) or by a party that is the Secured Party to the 9ther patty 
(expressed as a negative number) pur:suam to Section 6(e)(il)(2)(A) of this Agreement as if all Transactions (or 
Swap Transactions) were being terminated as of the relevant Valuation Time; provided that Market Quotation 
will be determined by the Valuation Agem using its estimates at mid-market of the amountS that would be paid 
for Replacement Transactions (as that term is defined in the defmition of"Market Quotation"). 

"Iruk:peMeru Amounf' means, with respect to a party, the amoum specified as such for that party in P:uagraph 
13; if no amount is specified., zero. 

"lnte!"m Amount" means, with respect to an Interest Period. the aggregate· sum of the amounts of imerest 
calculared for each day in that Interest Period on the principal amount of Posted Collateral in the form of Cash 
held by the Secured Pany on that day, determiDed by the SecUred Pa.rtY for each sucli day as follows: 

(x) the· amount of tbal Cash on thal day; multiplied by 

(y) the Interest Rate in effect for tha! day; divided by 

(z) 360. 

"Inr.uest Period" ·means the period from (and including) the last LOcal Business Day on which an Interest 
Amouni was. Transferred (or, if no Interest Amount·bas yet been Transferred, the Local Business Day on which 
Pasted Collateral in the fonn of Casb was Transferred to or received by the Secured Party) to (but excluding) 

. the Local Business Day on which the current Interest Amount is to be Transferred. 

"lntet't!St Rau" means the rate specified in Paragraph 13 . 

.. Local Business Day"', unless otherwise specified in Paragraph 13. has the meaning specified in the Defuti.tions 
Section of this Agreement. except that references to a payment in clause (b) thereof will be deemed to include 
a Transfer under this Annex. 
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"'.Wmimum Tnmsfa Amount" means. with respect to a party, the amoum specified as such for thai party in 
Paragraph 13; if no amoum is specified, zero. 

"'Noti.ficq;tion Tzme" has the meaning specified in Paragraph 13. 

··obligatiorr.s" melUlS, with respect to a pany, all presem: and iinure obligations of that pany under this Agreement 
and any additional obligations specified for that pany in Paragraph 13. 

"Otnu Eligible Support" means, with respect to a party, the items, if any, specified as such for th;u party in 
Paragxaph 13. 

··Other Posted Support" means all Other Eligible Suppon Transferred to me Secured Party r.hai remains in effect 
for the benefit of that SecUred Party. 

"'Pledgor" means either pany, when that party (i) receives a demand for or is required to Transfer Elig~.'ble Credit 
Suppon under Paragraph 3(a) or (u") has TfllllSferred Eligible Credit Suppon under Paragraph 3(a). 

"Posted Colll1toal" means all Eligible Collateral, other prqx:ny, Distributions, and all pocceeds thereof that have 
been Transferred to or received by the Secured Party under this Aimex and not Transferred to the Pledgor 
pwsuam to Paragraph 3(b), 4{d)(ii) or 6{d)(i) or released by the Secured Pany under Paragraph&. Any Interest 
Amowl1 or portion thereof not T ransfencd. pwsuanr to Pazagraph 6( d)(u") will constinne Posted Collateral in the 
form of Cash. 

"'Posted Cret& Support" means Posred Collateral and Other Posted Support. 

"Recalcvlgtio, Date" means the Valuation Date that gives rise to the dispute under Parngxaph 5; provided, 
however, that if a subsequent V alu.ation Dare occurs under Paragraph 3 prior to the resolution of the dispute, then 
me "Recalcul~ion Date" means me most ra:ent Valuation Date under Paragraph 3. 

"Resolution Time" has the meaning specified in Paragraph 13. 

"R~m Amount"' has the meaning specified in Paragraph 3(b). 

"'Secured Party" means either party. when that parry (i) makes a demand for or is entitled to receive Eligible 
Credit Suppon under Paragraph 3(a) or (ii) holds or is deemed to hold "Posted Credit Support. 

"Specified Condition" means. with respect to a party, any evem specified as such for th;u pany in Paragraph 13. 

··substitute Credit Support" has the meaning specified in Paragraph 4{d)(i). 

"Substit1l1ion Dati!" has the meaning specified in Paragraph 4(d}(ii}. . 

"Threshold" means, with respect to a pany, the amount specified as such for that parry in Paragraph 13: if no 
amount is specified. zero. 

"Transfer" means, with respect to any Eligible Credit Suppon. Posted Credit Support or Interest Amount. and 
in accordance with the instructions of the Secured Pany, Pledgor or Custodian, as applicable:. 

(i) in the case of Cash, payment or delivery by wire tranSfer imo one or more bank accounts specified 
by the recipient; 

(ii) in the case of cenificated securities that canntt be paid or delivered by book-entry, payment or 
delivery in appropriate physical form to the recipiem or its accoum accompanied by any duly executed 
instruments of oansfer. assignments in blank. t:raDSfer tax stamps and any other documents necessary to 
constitute a legally valid oansfer to the recipient; 

(iii) in the case of securities that can be paid or delivered by book-entry, the giving ofwrinen instructions 
to the relevant depository institution or other entity specified by the recipiem. together with a wrinen 
copy thereof to the recipient, sufficient if complied with to result in a legally effective 'O"all.Sfer of the 
relevam: interest to the recipient; and 

(iv) in the case of Other Eligible Support or Other Posted Suppon, as specified in Paragraph 13. 
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""Vabuuion Agt!lli" bas the meaning ~ifi.ed in Paragraph 13. 

"Vahuzzion Date" means each dare specified in or otherwise determined pu.rsuam: to Pa:ragraph 13. 

"'V abuziion Percentagti" means, for any item of Eigible Collateral, the perCentage specified in ~h 13. 

"Vaburtion TUBe" bas the meaning specified in Paragiaph 13. 

,.Vabte" means for any Valuation Date or other date for which Value is calculated and subject to Paragraph 5 
in the case of a dispute, with ~ to: 

(i) Eligible Collateral or POSted Collateral thai: is: 

(A) Cash, the a.-: ,tt thereof; and 

(B) a security, the bid price obtained by the Valuation Agent multiplied by the applicable Valuation 
Percemage. if any; 

(ii) Posted Collateral that consists of items thai: are not specified as Eligible Collateral, zero; and 

(ill) Other Eligible Suppon and Other Posted Support, as specified in Paxagr.!ph 13. 
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.-. 

·. 

CREDIT SUPPORT ANNEX 
Elections and.Variables 

dated as of October 5, 2000 
between 

LEHMAN BROTHERS FINANCE S.A. 
(hereinafter referred to as "Party A") 

and 
HSBC BANK USA 

(hereinafter referred to as "Party B ") 

Paragraph 13. Elections and Variables 

(a) Security Interest for "Obligations". The term "Obligations" as used in this Annex 
includes the following additional obligations: 

With respect to Party A: Not applicable. 

With respect to Party B: Not applicable. 

(b) Credit Support Obligations. 

(i) Delivery Amount, Return Amount and Credit Support Amount 

(A) "Delivery Amount" has the meaning specified in Paragraph 3(a). 

(B) "Return Amount" has the meaning specified in Paragraph 3(b). 

(C) "Credit Support Amount" has the meaning specified in Paragraph 3. 

(ii) Eligible Collateral. The following items will qualify as "Eligible Collateral" for 
the party specified: 

Valuation 

(A) negotiable debt obligations issued by 
the U.S. Treasury Department having a 
maturity at issuance of not more than 
one year. ("Treasury Bills") 

(B) negotiable debt obligations issued by 
the U.S. Treasury Department having a 
maturity at issuance of more than one 
year but not more than ten years 
("Treasury Notes") 

(C) negotiable debt obligations issued by 
the U.S. Treasury Department having a 
maturity at issuance of more than ten 
years. ("Treasury Bonds") 

(D) Other securities acceptable to the 
secured party: None, unless otherwise 
specified in the relevant Confirmation. 
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(iii) Other Eligible Support. The following items will qualify as "Other Eligible 
Support" for the party specified: Not applicable. 

(iv) Thresholds. 

(A) "Independent Amount" shall not be applicable with respect to Party A or 
Party B unless otherwise specified in a Confirmation. 

(B) "Rated Debt,' means the long-term senior unsecured debt of Lehman 
Brothers Holdings Inc. in the case of Party A, and the long-term senior 
unsecured debt of Party B or its Credit Support Provider (if any), in the 
case of Party B, which is rated by both Moody's Investors Service Inc. 
("Moody's") and Standard & Poor's Rating Group, a division of McGraw­
Hill, Inc. ("S&P"). 

(C) "Threshold" means, with respect to Pledgor, the amount corresponding to 
the rating of the Rated Debt of Pledgor as set forth in the table below, 
provided that (I) if Moody's and S&P have assigned ratings at different 
levels for any issue of Rated Debt, the lower of such ratings shall be used 
for purposes hereof and (II) if (1) an Event of Default or Additional 
Termination Event has occurred and is continuing, then the Threshold 
amount with respect to the Defaulting Party or· the Affected Party shall be 
zero and (2) if Pledgor ceases to have Rated Debt, then the Threshold 
amount with respect to Pledgor shall be zero. 

S&P's Ratio~ Moody's Rating Threshold 

AAA Aaa USD25,000,000 

AA+ Aal USD25,000,000 

AA Aa2 USD25,000,000 

AA- Aa3 USD25,000,000 

A+ Al USD25,000,000 

A A2 USD25,000,000 

A- A3 USD25,000,000 

BBB+ Baal USD 5,000,000 

BBB Baa2 USD 5,000,000 

BBB- or below Baa3 or below · USD 0 

(D) "Minimum Transfer Amount" means, with· respect to a party, 
USD500;000, provided that if (1) an Event of Default or Additional 
Termination Event with respect to Pledgor has occurred and is continuing, 
then.. the Minimum Transfer Amount with respect tO' the l)efaulting Party or 
the Affected Party shall be zero and (2) ifPledgor's Threshold is zero, then 
the Minimum Transfer Amount with respect to Pledgor shall be zero. 
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(E) "Rounding". The Delivery Amount and the Return Amount shall be 
rounded up and down respectively to the nearest integral multiple of 
USDlOO,OOO. 

(c) Valuation and Timing. 

(i) 

(ii) 

(iii) 

(iv) 

"Valuation Agent" means Party A:, provided, however, that if Party A is a 
Defaulting Party then Party B shall be the Valuation Agent; and provided further, 
however, where the other party disputes any determination, calculation or estimate 
which dispute cannot be resolved within twenty-four hours, then (i) the relevant 
party shall pay the amount, if any, that is not in dispute and (ii) the parties shall 
appoint an independent third party that would qualify as a Reference Market­
maker (a "Substitute Valuation Agent") to resolve the dispute the determination of 
which shall be final and binc:ling absent manifest error. If the parties cannot agree 
on a Substitute Valuation Agent, each party shall elect an independent Reference 
Market-maker and such two Reference Market-maker's jointly shall appoint a 
third Reference Market-maker which shall be deemed to be the Substitute 
Valuation Agent. 

"Valuation Date" means any Local Business Day. 

"Valuation Time" means the dose of business in the location where the relevant 
product is traded pro\jded that the calculations of Value and Exposure will be 
made as of approximately the same time on the same date. 

"Notification Time" means by 1:00 p.m., New York time, on a Local Business 
Day. 

{d) Conditions Precedent and Secured Party's Rights and Remedies. The following 
Termination Event(s) will be a "Specified Condition" for the party specified {that party 
being the Affected party if the Termination Event occurs with respect to that party): 

Party A Party B 

illegality [X] [X] 

TaxEvent [ ] [ ] 

(e) Substitution 

Tax Event Upon Merger 

Credit Event Upon Merger 

Additional Termination Event(s): 
as set forth in Part 1 (h) 

[ ] 
[X] 

[X] 

(i) "Substitution Date" has the meaning specified in Paragraph 4(d)(ii). 

[ ] 
[X] 

[X] 

(ii) "Consent." The Pledgor shall obtain the Secured Party's consent, which shall not 
be unreasonably withheld, for any substitution pursuant to Paragraph 4( d). 
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(f) Dispute Resolution 

(i) "Resolution Time" means 1:00 p.m., on the Local Business Day following the 
date on which notice is given that gives rise to a dispute. 

(ii) "Value." For the purpose of Paragraph 5(i)(c) and 5(ii), the Value of Posted 
Credit Support other than Cash will be calculated as follows: 

With respect to any Treasury Bills, Treasury Notes, or Treasury Bonds (referred 
to herein as "Government Obligations") the sum of (I) (x) the bid price quoted on 
such date by a mutually acceptable principal market maker for such Government 
Obligations, or (y) if no such quotation is available from a principal market maker 
for such date, such bid price as of the day, next preceding such date, on which 
such quotation was available, in either case multiplied by the applicable Valuation 
Percentage, ·plus (II) the accrued interest on such Government Obligations (except 
to the extent Transferred to a party pursuant to any applicable section of this 
Agreement or included in the applicable price referred to in (I) of this Clause) as of 
such date. · 

(iii) "Alternative." Paragraph 5 will apply. 

(g) Holding and Using Posted Collateral. 

(i) "Eligibility to Hold Posted CoUateral; Custodians." 

Party A and/or its Custodian will be entitled to hold Posted Collateral pursuant to 
Paragraph 6(b ), provided that the following conditions applicable to it are 
satisfied: 

(1) Party A is not a Defaulting Party, and the rating classification assigned to 
any outstanding long-term senior unsecured debt of Lelunan Brothers 
Holdings Inc. shall be Baa2 or higher by Moody' and BB~ or higher by 
S&i>. · If Party A does not satisfy such requirements to hold Posted 
Collateral, Posted Collateral shall be held by a Custodian that meets the 
requirements of clause (2) below. 

(2) The Custodian, if any, must be the New York office of an unaffiliated 
commercial bank or trust company organized under the laws of the United 
States or a political subdivision thereof (or, so long as the requirements set 
forth in clause (1) above are satisfied, a wholly owned, direct or indirect, 
subsidiary of Lelunan Brothers. Holdings Inc.), and (ii) the rating 
classification assigned to any outstanding long-term senior unsecured debt 
of such Custodian shall be Baa2 or higher by Moody's anc113BB. or higher 
byS&P. . .. 

(3) Posted Collateral shall be held in the State ofNew York. 

Initially, the Custodian for Party A is: Not applicable. 
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Party B and/or its Custodian will be entitled to hold Posted Collateral pursuant to 
Paragraph 6(b ), provided that the following conditions applicable to it are 
satisfied: 

(I) Party B is not a Defaulting Party, and the ratmg classification assigned to 
any outstanding long-term senior unsecured debt of Party B shall be Baa2 
or higher by Moody' and BBB or higher by S&P. If Party B does not 
satisfy such requirements to hold Posted Collateral, Posted Collateral shall 
be held by a Custodian that meets the requirements of clause (2) below .. 

(2) The Custodian, if any, is (i) the New York office of an unaffiliated 
commercial bank or trust company organized under the laws of the United 
States or a political subdivision thereof, and (ii) the rating classification 
assigned to any outstanding long-term senior unsecured debt of such 
Custodian shall be Baa2 or higher by Moody's and BBB or higher by S&P. 

(3) Posted Collateral shall be held in the State ofNew York. 

Initially, the Custodian for Party B is: Not applicable. 

(ii) "Use of Posted Collateral" The provisions ofParagraph 6(c) will apply to Party A 
and Party B. 

(h) Distributions and Interest Amount. Not applicable. 

(i) Additional Representation(s). Not applicable. 

G) "Other Eligible Support and Other Posted Support." 

(i) "Value" with respect to Other Eligible Support and Other Posted Support means: 
Not applicable. 

(ii) "Transfer" with respect to Other Eligible Support and Other Posted Support 
means: Not applicable. 

(k) Demands. and Notices. All demands, specifications and notices made by a party to this 
Annex. will be made pursuarit to the Notices Section of this Agreement. 

(1) Addresses for Transfers. 

Party A: 

(i) in the case of cash with respect to a Delivery Amount , as follows: at Citibank, 
N.A., New York, New York, ABA Number 021000089; Account Name: FAO 
Lehman Brothers Holdings Inc. in the favor ofLB Finance S.A., Account Number 
40729568; or otherwise in accordance with any instructions provided by Party A; 
and in the case of cash With· respect to a Return Amount, for credit to a bank 
account of Party A to be designated in Party A's demand for the Return Amount, 
as applicable. 

(ii) in the case of securities or obligat~ons that cannot be paid or delivered by book­
entry, deliver to Party A or (as instructed by Party A in writing) either Lehman 
Brothers Inc. or Lehman Government Securities Inc. as agent for Party A, 
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definitive certificates for such Posted Collateral in suitable form for transfer or 
accompanied by duly executed instruments of transfer or appropriate updated 
powers of assignment duly executed in blank. All deliveries of certificated 
securities shall be made at the NSCC New York Wmdow, NSC Clearing 0074, 55 
Water Street, Plaza Level-3rd Floor, New York, NY 10041, Attn: Ed O'Connell, 
ale Lehman Brothers Inc.; Clearing Number #074, or such other account as is 
specified in a written notice furnished by Party A to Party B (which may be a 
Confirmation). 

(iii) In the case of securities or obligations that can be paid or delivered by book-entry 
(on the records of U.S. Federal Reserve Banks, unless otherwise in accordance 
with any instructions provided by Party A: 

(A) securities or obligations issued or guaranteed by the government of the 
United States of America or any of its agencies or instrumentalities, credit 
Chase NYC/Lehman, ABA #021000021, Attn: Collateral Management 7th 
floorWFC; 

(B) mortgage-backed secunttes paid or delivered through a U.S. Federal 
Reserve Bank, credit Chase NYC/LMBS, ABA #021000021, Attn: 
Collateral Management 7th floor WFC; 

Party B: to be provided by Party B as needed. 

(m) Other Provisions. 

(i) No Disposition. Without the prior written consent of Secured Party, Pledgor 
agrees that it will not sell, assign, transfer, exchange or otherwise dispose. of, or 
grant any option with respect to, Posted Collateral, nor will it create, incur or 
permit to exist any pledge, lien, mortgage, hypothecation, security interest, charge, 
option or any other encumbrance with respect to any of the Posted Collateral, or 
any interest therein, or any proceeds thereof, except for the lien and security 
interest provided for by this Annex. 

(ii) Local Business Day. For purposes of effecting a Transfer pursuant to this Annex, 
"Local Business Day" shall mean a day on .Which commercial banks· are open for 
business (including dealings in foreign exchange and foreign currency deposits) in 
both the jurisdiction of the party obligated to make such Transfer and the place, if 
different, where the relevant Eligible Collateral or Posted Collateral subject to such 
Transfer, is located. 

(iii) Posted Credit Support. Paragraph lO(b) of the Annex is modified to read as 
follows: "The. Pledgor will promptly pay when due all . taxes, assessments or 
charges of any nature that are impos~ with. respect to Posted Credit Support held 
by the Secured Party upon becoming aware ofthe same, regardless of whether any 
portion of that Posted Credit Support is subsequently disposed of under Paragraph 
6( c), except for transfer or similar taxes that result frotn the exercise of the 
Secured Party's rights under Paragraph 6( c)". 
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The parties executing this Credit Support Annex have executed the Master Agreement and 
have agreed as to the contents of this Credit Support Annex. 

LEHMAN BROTHERS FINANCE S.A. 
(Party A) 

Name: 

Title: 

Date: 

Name: 

Title: 

Date: 

;( t/!1MM1 
Urs Bressamt 

Director 

Sarah L. Hill 
Authorised Signatory 
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HSBC BANK USA 
(Party B) 

EliZABETH C. MIRZA 
SENIOR VICE PRESIDENT 
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